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<Abstract>

A Study on the Crop Insurance and Support
Programs against Natural Disasters

This study aims to find out better ways to economically support the
farmers who have suffered from agricultural damages due to various
natural disasters: for instance, heavy rain, storm, typhoon, drought, and
cold weather. Those disasters are mostly unavoidable, so the study has
focused upon the ex post facto restoration programs.

It is said that there are three kinds of economic restoration programs as
ex post facto measures against the natural disasters: aid, compensation,
and insurance. The aid program provides those damaged farm households
with basic necessities such as rice, and with benefits such as the reduction
of loan interests and postponement of loan repayment. The public agency
can also help lessen the burden from the disaster through compensating
the victims with the production costs or the expenses to purchase seed
and fertilizers. Final program is the insurance which guarantees the farm
households’ agricultural revenue by the collected insurance premium.

Aid program is the basic one in terms that it has the function to pro-
tect and maintain the livelihood of the damaged households without any
limitation on the amount and degree of the damages incurred on the
crops, livestock, or other agricultural properties. It needs, therefore, to be
kept working, because it touches upon the physical survival of the

households; it is, however, not able to prevent the farmers from experi-
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encing economic hardships or even bankruptcy. In this respect, compen-
sation or insurance programs are crucial.

Closer examination of each program in this study has produced the
following conclusion; it is most desirable that the aid and insurance
programs form the two bases on which the ex post facto measures
against agricultural damages are taken.

First, the aid program should serve to “aid” the needy people--mostly
the economically lagged strata in the rural areas--rather than “com-
pensate” them.

Second, more households need to be under the aid program through
expanding the coverage; for instance, the current provisions cover only
those households with damages inflicted in more than thirty percents of
their cultivated land, which is too rigid according to many critics. Also,
it is not desirable that the households with a good size of cultivated
lands are excluded from the aid benefits, considering the fact that having
large size of lands does not always mean being affluent.

Third, in light of the recent trend that new technologies and the
state-of-the-art agricultural techniques are widely introduced and used,
those new high-tech tools, facilities, or establishments need to be under
the aid coverage.

Fourth, the government should maintain the basic level of budget for
the aid programs every year, and the current system of reserved budget
in preparation for possible unexpected disasters.

Last, the legally overlapped or mutually interfering provisions in the
“Agricultural and Fishery Disasters Act” and the “Natural Disasters Act”
are recommended to be rearranged so that the legislation maintains

internal consistency.
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This study has also investigated the possibility of the agricultural
insurance program, and the followings are discussed as the basic
principles to observe in introducing the program.

First, the government must take the final responsibility for the
insurance by reinsuring the insurers and by paying the management
expenses. The government also should not neglect to take the measures
that will reduce damages.

Second, it is required that the compensation program be kept to a
minimum, for, an overy high compensation level will shrink the motiva-
tion to join the insurance.

Third, a pilot project will be essential before the final decision is
made about the covered objects, premium, and so on.

Last, the government needs to subsidize a part of the premium and the
management expenses. Of course, the subsidy should not be so high as
to cause an excessive burden on the governmental budget.

There are, however, a few prerequisites which the insurance program
needs to satisfy if it is to be successful. Those are: the training of the
experts, the creation and collection of various statistical data, financial
preparation for potential ultra-level disasters which may occur at the
early stage of the insurance system, the instruction of the farmers about
the insurance, and so forth. The most important thing of all, however, is
the willingness of the public authority, including the decision-makers in

the government to take more fundamental measures.

Researcher : Myoung-Chae Joung, Jang Heo
E-mail Address : heojang @kreisun.krei.re.kr
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