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TABLE 8
Nominal and Real Prenium Rate for Catt activities by Province
4 sty
1Y /G-
Activity anc Averaae Rate” Real Premiuf Subsidy Percentaqe
Province i a1 980-481 {Loss cost 1978-81 plus to the farmer
1Mistrative cost)
Feeder Stock
Chiriqui 0.026¢ 58,06
Los Santos 0.034 49,33
Herrera 0,019: 75,19
Corle (.0697 38,59
Veraguas ¥ 0214 69,25
Panaia (VIRLY) E.J{\.‘ll
Semen bul
‘ Chiriguil 0,020t 21.76
‘ Lo antos { 0,0
HErrerd \ 0.0
| Cocl | 36. 07
Ver | g 0,0
Panal 11,98
Bret 111 LOCH
Chirig 0,023 0 57..88
Los n L 02 h2,91
Herrd ' ;0409 29,33
Cocle 0.1 ), 0 he, 15
0.02 049 56,56
Pane ), 0218 (0,032¢ 3445
F ’ Averagt tnl By 1um. 14980 - "‘ .lr_,}r“.'--_' Py f1ime !"]':" - tH1
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EXHIBIT N® 1
GRANT 1ICA/AID/LAC - 1GR - 1237
BUDGET STATEMENT 18T SEMESTER 1981

(US DOLLARS)

I

)VED BUDGET FOR YEAR 1981

[SA 34, 0
5, 90,54
. 1 1
. I\ " -
[CA Projt 1
fotal I 4
T AVAILABILI OF
EMESTER 1981
ub=grants
109,443
ASB/ 155,628
CONASA 206,672 471,743
| ICA Project 367
1 + 1 I +
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1,975.000

104,500
12 00
. LR

123,200

TOTAL
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339,500
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1982

100,000
135,000
141,000

176.000

285,400
105,000

43,600

134,000

810.000




RESEARCH ACTIVITIES:

Our research activities have meved ahead steadily throughout the
second quarter. Rosearch upon the impact of insurance upon farmer and the agri-
cultural sector is a complex task, as the phenomena under study 1S a intricate
part of the systems of agricultural production in the three countries, We have
opted to try to piece together the puzzle in a methodical manner with carefully

lesigned an rigorously controlled testing.

The first results of this work is now becoming available and can be
1t should be remembered tihat these results are partial,

d ey are rrom uhiy ong country, one year and/or one crop. Puwrvvr, we helijeve

them interesting enough to be cited,
Farmérs and Insurance

The prodect's linear proaramming model is designed to estimate the farm-

er! femand for insurance., Although the schemes are obligatory, demand can Serve

ve a dummy variable to estimate the farmer's "need" for the incurance for the va-
rious crops produced on his farm and estimate the degres of reciptivity of the

{ i1 | introductior Our first runs of the model indicate a very interest-
ina pattern of demand., Insurance is not in demand when traditional farming methods,
including diversification of plantinags, are used., It is, however, in demand when
1arfet - uction characterized by a higher degree of capital intensity
{and concomitantly a greater financial risk), and more saphisticated technolony,

useful in timulatinn those

Initial result il to 1ndicate that i1nsurance ih 0




farmers with n adequate rescurge base for specialized production to change to

more productive T_f_'(fﬂn.h-tjil“,. Likewise, farmers who have already made the transi-
tion to more capital intense agriculture tend to demand insurance as a risk manage-
ment too Insurance (o me e in demand whin farmers cantinue to use traditional
toechnology. In term of costs and benefits, one would expect much more favarable
ratios when insurance is offered to groups attempting to move toward small scale
rcial production but are hindered by an inability to bear the financial rish
concrete example of this phenomena is the results of Panamanian in-
istria 1to M 01 These are principally small farmers who are able to
hectart f tomatoes during the dry season due to the presence of a
¥ r frrigatior They produce or ntract for a ncarby plant and thus have
vonrd f ! ! | 14 viry agood tochnical assistance and
o qr y f 15¢ and post | { as tl 1used hy lose
: i 1y usani
¢ { voindurar ) f fir . i v the fay \ took Lhi
w! ! d [if Ul ALV urvey was able t taxe advantans £ thi
f " { by | t ! roquestionnalri Lo votn qroul fhi
P4 tura e 1 W 'y Y Thoetr vields wert TR il ar In
fact, the only significan ifferonce was that the insured's 1 ne¢ was about 1!
f nhi WA ) ininsuy Ui the nof 1 niti {'t vl 1 nith minue
" J v fy BTSN ] |







ERI




ping financially viable insurers

ect is to establish and help

wious a priori that the applica-
will yield satisfactory results
our early research results sug-
urves, for example) upon which

to hold in the case of Panama.

that an aqricultural insurer

the incidence and severity

tly completed portfolio analysis
rael ince 1967). Costa
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portfolios

he portfolio is

the covariation of the alterpnatives within t

. strongly neaative. There is, in other words, the opportunity to develop a
mnensatory cash flow model in which negatively correlated options are select-
tnofismt pach other thus cnabling the insurer to price 1ts product on the

pertormance.,

plication that logically arises from this study i1s that from

ust seek diversification. In this process of seeking

iditional consideration of geography, crop, and microclimate

dil |

than are strong negative relations 1n

the yields of the

fel is providing the functional base for selecting a financially

portfolio and for planning sound safe growth. It is also of vital
tiation with banks, who quite naturally want to pass their riski-
L1 nsurer With thi o], the insurer (ISA in this case) can
ired premium. thi unt of each type of client that can be
he overall effe of the ontions on the portfolio. An insurer
rist lients if their yield variation have a strong negative

thi the portfolio.

other elements in




