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Review of Rice Farmers’ Exit from Farming in Korea:

A focus on Small-scale and Elderly Farmers

fg B

TAKAYASU Yuichi

The government is assisting large-scale rice farmers’ further scale expansion and is promoting
the exit of small-scale and elderly rice farmers in order to strengthen international competitiveness
of Korean rice farmers through scale merit. However, the policy has failed to encourage small-scale
and elderly rice farmers to quit farming. In contrast, scale expansion of large-scale rice farmers
succeeded, causing a polarization of scale among rice farmers, which consequently led to the
widening of income disparity.

This study investigates the reasons why small-scale and elderly rice farmers do not exit from
farming at a high rate despite the government’s measures. First, using the probit model, the study
found that a small-scale farmer has a higher exit probability than a large-scale farmer and an elderly
farmer has a lower probability than a younger farmer. However, the impact of the latter is higher;
thus, the probabilities that small-scale and elderly farmers exit from farming are not so high.

Second, the study found that (i) the expected income level when elderly rice farmers exit from
farming is half of what it is if they continue farming, (i) elderly rice farmers have relatively more
leisure time even though they continue farming, and (iii) the level of income compensation for
elderly rice farmers is considerably lower than their consumption level. After considering these
results, we can assume that the income obtained by continuing farming is higher than the lowest
income level they are willing to work at; this is the main reason why elderly rice farmers do not
frequently exit from farming.

However, it is expected that elderly rice farmers will exit from farming at a higher rate, because
the expected income level when they exit from farming will rise sharply 2009 onwards on account of
the sharp rise in Direct Compensation for Business Transfer and the level of income compensation
in old age will be improved in the future.
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Income and Leisure Time, Income Compensation for Elderly, Direct Compensation for
Business Transfer
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