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Abstract: The purposes of this study are estimating willingness to pay (WTP) of forest owners for the disaster
insurance premium for forest products in Korea and investigating factors affecting their WTP. The result with
contingent valuation method shows that forest owners’ median WTP is 9,440 KRW/ha'yr. Advanced forest
managers including devoted forest managers and forestry successors are willing to pay more for insurance
premium compared to non-advanced ones, and those who have experienced disaster in their own forest land
have higher WTP than others. WTP of advanced forest managers appears to be 50% higher than that of non-
advanced. These results imply that policy makers should consider advanced forest managers as a priority to
introduce the insurance system.
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Table 1. Descriptive statistics of independent variables.

. Mean Percentage Population”
Variable Obs. (Std. Dev.) Category (%) %)
54.27
AGE 720 (10.68) Years - -
<2ha 24.6 78.2
5.89 2-3 ha 154 6.6
AREA 720 (8.80) 3-6 ha 344 84
’ 6-10 ha 9.4 35
>10ha 16.1 34
55 1 = Advanced forest managers 7.6 0.2
TYPE 720 0.27) (Devoted forest managers and forestry successors)
’ 0 =Non-advanced 92.4 99.8
62* 1 = Timber income in recent 5 years 8.6
TIMINC 720 (028)  0=No timber income 91.4 -
897 1 = Property damage caused by disasters in forest 12.4 )
DAMAGE 720 033)  0=No damage 87.6
1 = less than 0.99 mil. won 6.5
2 =1.00~1.99 mil. won 14.7
3 =2.00~2.99 mil. won 29.2
373 4 =3.00~3.99 mil. won 23.9
MONINC 720 (1' 68) 5=4.00~4.99 mil. won 11.8 -
’ 6=15.00~5.99 mil. won 7.5
7 =6.00~6.99 mil. won 2.8
8="7.00~7.99 mil. won 1.5
9 = more than 8.00 mil. won 2.1
“Cases of ‘1’ in each variable.
¥ Statistical Yearbook of Forestry 2013 (Korea Forest Service)
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Table 2. Responses for the double-bounded format.
First bid Second bid

(KRW) (KRW) Response  No. Total
1,000 N.N) 4
’ N, Y) 14
3,000 124
5,000 (YN) 3
’ (Y. Y) 61
3,000 N.N) ?
’ N, Y) 22
5,000 115
7,000 (YN) 36
’ (Y. Y) 48
(N, N) 17
5,000 NLY) 25
7,000 101
10,000 (YN 26
| (Y. Y) 33
7,000 N.N) 21
’ N, Y) 21
10,000 106
12,000 (YN 30
’ X, Y) 34
(N, N) 28
10,000 NLY) 23
12,000 95
15,000 (YN) 14
i (Y. Y) 25
12,000 N.N) 4
’ N, Y) 9
15,000 97
20,000 (YN) 17
| (Y. Y) 30
(N, N) 36
15,000 v 18
20,000 (N ¥) 8
30,000 (YN 12
) (Y. Y) 16
£ MR 4 Wshs Hicksel do /dez 24ses
dl, 883l ek 7Hg el H%—’F&%‘—’F—J =2 glo]
= B2 (compensating surplus, CS)E 27 #7138 4
2AtH(Cameron, 1988; Shin, 1997). 2, 7} o] =Y
5] o4l g 57 £} |E BE FEL FA)

A B o =Y ek ti7tE 2H| R A28
A= Hd AT 2ol & BAFAA, F HA AEA
T2 YehlH, o] 5 v 22 I a8 E U
Eld Th(Alberni et al., 2006).
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TFolAE BRPE st &AL S(#)9] 7HRIE 7t
A T g A, AEARF ] BEE 0 o de]
oz Agehs 20 RA LR gfolE FXE 7}
7 3193 tH(Haab and McConnell, 2002).
glol8 ¥} 21 A 2Y X FHIEUEE
F(F( )2t BAZHEWTP), SLEMWTP)S 4 7~-99}
7ro] 33k 4= 9 tH(Greene, 2012).
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E@7hel At rn A RIERE U] £
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o 7}?}@5 Ao N=So] B X]E_JA}OWQ- Model 13}
20014 7Jr7Jr 12,0109 /ha, 14,3209 /ha® = UrE]r"]'
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Table 3. Estimations of the parametric models.

Variables Model 1 Model 2
(Weibull) (Log-logistic)
0.00023 -0.00255
AGE (0.07) (-0.76)
0.00317 0.00471
AREA (0.69) (1.12)
0.45759™ 0.40826™
TYPE (3.23) (3.04)
-0.02224 -0.00290
TIMINC (-0.19) (-0.02)
0.29479" 0.30225™
DAMAGE (2.50) 2.72)
0.00182 0.00222
INCOME (0.08) (0.10)
cons 9.37992™ 9.18638™
- (44.98) (43.57)
p (scale parameter) 1.40244 2.07237
A (location parameter) 0.00008 0.00011
No. Obs 720 720
Right-censored 247 247
Left-censored 156 156
Interval-censored 317 317
LogL -1033.09 -1018.79
Wald ¢*(6) 21.88" 23.48"
EWTP(KRW) 12,020 14,330
MWTP(KRW) 10,160 9,440

Note: 1) "and "™ indicate statistical significance at the 5% and 1%
levels, respectively.
2) The number in brackets represents a ¢ statistic.
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Figure 1. Distributions of estimated functions from Weibull
and Log-logistic models.
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T grolth. B AFeA T Bl 23HE T 3
(K 22 S (e)7F 2B 2| Table 3014 Z2-$-% (log-
likelihood)2] A thgke] 2 22X 28 £ 3F (Model 2)
7} etol & BE(Model NETH Tt # 02 o epgairha
s £ 9ot

RIOZXA|2E BEX(Model 2)0l W=, A4k stH B
o] A7F ¥ F 7T Lee et al.(2014)°] AAITF 11,1769 /ha
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Table 4. Comparisons of mean and median WTP estimated

from Log-logistic model by TYPE (Unit: KRW)
Type
Probability of Advanced
responding Total (Devoted Forest Non-
“YES” Managers and Advanced
Forestry Successors)
10% 27,242 39,674 26,376
20% 18,420 26,827 17,835
30% 14,202 20,683 13,750
40% 11,475 16,712 11,110
50% (Median) 9,436 13,742 9,136
60% 7,759 11,300 7,512
70% 6,269 9,130 6,070
80% 4,834 7,039 4,680
90% 3,268 4,760 3,164
EWTP 14,330 20,860 13,870
MWTP 9,440 13,740 9,140
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Figure 2. Comparison of WTP distributions by TYPE in
Log-logistic model.
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