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designed and negotiation-based
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Extended Abstract

Introduction

Risk in the agricultural sector is unavoidable but manageable. One of the risk
management tools in the agricultural sector is agricultural insurance. Economic
damages to the insured farmers during the breeding period or the crop year is
compensated to the extent of the insurer's commitment (Agricultural Insurance
Fund, 2020).

Broiler breeders encounter risks in the production and market of chicken meat,
causing oscillations in the income of these producers. These risks render a
significant difference between the actual income and the expected revenue of the
producer. As a result, uncertainty about future incomes makes chicken
production challenges in the short term and planning complicated in the long term
(Salami et al., 2008).

For the implementation of the new negotiation-based approach, in the first step a
working group including laying hens, broilers, the Ministry of Jihad Agriculture,
Veterinary Organization, and Agricultural Insurance Fund representatives was
organized. In the second step, the reasons for the decision to switch from the pre-
designed insurance method were introduced. it is suggested that instead of
covering all layers of risk by insurance fund, only those risk factors that happen
with high intensity and low frequency and, if they transpire, will cause the
complete removal of the poultry farmer from the production cycle are covered.
In this case, the insurance fund will be able to lower the premium received by
decreasing the risk factor while increasing the liabilities.
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Eventually, after delivering the required explanations and detailed discussions,
the working group members were persuaded, and the execution of the presented
technique was accepted and agreed upon.

Methodology

In the economics literature, a set of methods has been employed to specify the

productivity growth of all factors of production at the micro and macro levels. These
techniques fall into two main groups: parametric and non-parametric methods. The
conventional method for measuring productivity with non-parametric models, namely
growth accounting methods (Keys et al., 1982; Denison, 1972; Solo, 1957) and
numerical indices (Baumol, 1986; Bernard and Johns, 1986; Dalz And Wolf, 1994), all
units are assumed efficient. The Malmquist index, first proposed by Kewes et al.
(1982), is taken from Malmquist (1953), who described the input value index as
the ratio of distance functions earlier. Fair et al. (1994) present the index used in
this research. This index reveals the change in productivity as a geometric mean
of two Malmquist productivity indices. Change in productivity is divided into
changes in efficiency and technology advancement (Kewes et al., 1982).

Results and discussion

Table (1) results indicate the technological changes between the two periods. The
figures related to technical change guarantee that before the new approach to
poultry industry insuring in 2016, insurance technological improvement emerged
only in 2013 and 2014. meanwhile after the implementation of the poultry insuring
based on negotiation approach, the progress of technology for insuring broiler
industry has been seen in all years.

Table 1. Results of estimating changes in total factor productivity of broiler industry

insuring
Year Total Factor Technical Change Efficiency Change
Productivity Change

2010 - - -
2011 0.227 0.227 1.000
2012 0.948 0.948 1.000
2013 1.215 1.215 1.000
2014 3.011 3.011 1.000
2015 0.323 0.323 1.000
2016 1.965 1.965 1.000
2017 1.081 1.081 1.000




2018 1.016 1.016 1.000
2019 1.189 1.189 1.000
2020 1.085 1.085 1.000
Average 0.958 .958 1.000

Source: research findings

a glance at the changes in the total factor productivity of broiler industry insuring
indicates, for 2010-2015, that is before the implementation of the poultry
insurance plan in a negotiation based manner, the total factor productivity of
broiler insuring has decreased by an average of 5.3 % annually. However, for
2016 -2020, when the poultry industry insurance was implemented with the new
approach, the total factor productivity of broiler industry insuring averagely
increased by 22.7 % yearly.

- l
%TFPCH, = [ (nj'., TFPCH) —1] /i x 100

Where %TFPCH, is the average annual growth rate of total productivity for
the period L = 1, 2 before and after the new poultry industry insuranring plan in
the studied years T =1, 2...10.

Suggestion

The results of this study reveal that changes in the insurance approach through
risk layering have caused, in addition to reducing premiums due to the
elimination of minor layers of risk, the insurer increases liabilities. On the other
hand, these changes have decreased the risk factors and minimized moral hazards
by improving the accuracy of assessments. These have expanded the
effectiveness and productivity of poultry insurance. The research data displays
the annual productivity growth of 22.7% due to the implementation of the
negotiated insurance approach.

1. Risk layering in crop insurance should be considered, a cost-effective
classification of risks should be made so that small, repetitive and manageable
risks remain with farmers, on-farm risks such as disease and catastrophic
disasters are compensated.

2. The continuous development of insurance must also be accompanied by a
continuous assessment of risks. Quantitative risk assessment and analysis is one
of the basic steps to improve risk management.

JEL: D24, Q18, Q28

Keywords: Agricultural Insurance Fund, Poultry, Total Factor Productivity.



