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Wheather-Based Crop Insurance Premiun Determination in IRAN: Maragheh Wheat
Case Study1

Samaneh Aziznasiri’, Ali KianiRad® and Reza Ofoghi4

Abstract

According to being risky business of agricultural production, farmers face a variety of weather,
disease, input supply and market related risks. Of course risk is an unavoidable but manageable
element in the business of agricultural production and marketing. Crop insurance is one of the
efficient tools for agricultural risk management which cover variety of risks. According to problems
of traditional insurance schemes, such as, high administrative costs, adverse selection and moral
hazard, the most important task of experts in risk and insurance area should be designing new
insurance schemes which stabilize producers’ revenue and diminish administrative costs. So in this
research we consider Weather-Based Crop Insurance Scheme (WBCIS) for dryland wheat in
Maragheh as a homogenous county in East —Azarbayejan. We collected the information of dryland
wheat, rainfall and temperature from Dryland Agricultural Research Institute that covers from 1368
to 1387. Since Copula approach has been used for the modeling of multivariate risk factors, we
computed dependence structure between yield and weather indices and selected drought index
because of the more dependency with crop yield. We calculated the contract premium and
explained designing an indemnity function.

According to results, amounts of calculated premium and indemnity are larger than the premium of
current scheme in Maragheh. So our scheme can have the potential of paying more indemnity than
other schemes.
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