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ABSTRACT

Agriculture is always been known for the high production, market and financial risks that
farmers face. There are tools for crop risk management whose adoption depends on farmers'
decisions and persuasions. The main purpose of this research was to study the determinants of
wheat farmers' decision to adoption a crop risk management tools in Ilam Province. The study was
an empirical research, which followed a quantitative paradigm based on a survey research method.
The required data collected through interviewing 150 farmers and completing a researcher-made
questionnaire. Two-stage random sampling was performed and the data were analyzed using Logit
model in Shazam software environment. The results showed that variables such as area under
cultivation, income level, level of education, agriculture as the main job, the previous records of
loss, awareness about insurance and its benefits, amount of payment for crop loss had significantly
a positive effect on the likelihood of adoption of a crop risk management tools by farmers. While
the time to pay crop loss had a significant negative effect on the likelihood of adoption of a risk
management tools. It is recommended that some policies be adopted to increase farmers' awareness
about the crop insurance benefits and to reduce the time of crop loss payments by the authorities.
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Extended Abstract
Introduction

Agriculture is always known with the high production, market and financial risks that farmers
face. There are some tools available to manage the crop risks, which their adoption depends on the
farmers’ decision and persuasion. Today, agricultural insurance is widespread around the world. In
fact, agricultural insurance is a type of risk management that is used against potential losses.
Agricultural insurance is defined as a tool of transferring risk from farmers and producers to
insurers. The main purpose of this study was to study the determinants of wheat farmers' decision
to adoption a crop risk management tools in llam Province.

Materials and Methods

The study was an empirical research which followed a quantitative paradigm based on a survey
research method. The required data were collected through interviewing 150 farmers and
completing a researcher-made questionnaire. Two-stage random sampling was performed and the
data were analyzed using Logit model in Shazam software environment. Since the dependent
variable is the farmers' decision to accept or reject agricultural insurance, the regression model
associated with such issues is a binary qualitative variable that takes values of zero and one. The
value is one for those who accept insurance and zero for those who don’t accept it. The structure of
the econometric model is according to this equation:

(1) Z =a+ X, +u
i=\y,...,
2 Zi=a+ BX + BoXy + ot B X + 71D+ 7,D, + ..+ 74Dy

In the Logit model, the probability that the ith farmer will accept insurance is calculated from
Relation 3:
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Since Pi is the probability of accepting agricultural insurance, therefore, the probability of not
accepting (rejecting) is equal to:

4) S
Ve v

As a result, we will have relation 5:

(5) P; \+ e’ 2.
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In which the term _ p; s the ratio of the probability of accepting insurance to the probability
1-p;
of rejecting it. If the natural logarithm is taken from both sides of relation 5, then we have relation

(6)

L, =Ln (%):zi — o + X, + D
The final effect is the change in the probability of the dependent variable occurring per unit
increase in the explanatory variables obtained for the hypothetical variable Xi from relation 7:
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Results and Discussion

Results showed that age had no significant relationship with farmers' decision to accept
insurance as a product risk management tool. Area under cultivation has a positive and significant
effect on the adoption of agricultural insurance as increasing cultivation area, enhance farmers
willing to accept crop insurance. The elasticity of this variable indicates that with a 1% increase in
the area under cultivation, the probability of accepting wheat insurance increases by 0.14%. The
variable of income level of farmers also has a positive effect on the adoption of agricultural
insurance. The elasticity of this variable indicates that with a 1% increase in farmers’ income, their
adoption of wheat insurance increases by 0.07%. In addition, Literacy level was significant and
had a positive effect on adoption of agricultural insurance. The elasticity of this variable indicates
that with a 1% increase in the level of farmers’ education, their probability of adopting wheat
insurance increases by 1.13%. Also, agriculture as a main job, previous damage records, the
amount of damage payment, awareness of insurance and its benefits had a positive and significant
effect on adoption of agricultural insurance while the time to pay crop loss had a significant
negative effect on the probability of adoption of a risk management tools.

Conclusions

Totally, the results showed that variables such as area of cultivation, income level, level of
education, agriculture as the main job, years of damage, awareness about insurance and its benefits,
amount of payment for crop loss had significantly a positive effect on the probability of adoption of
a crop risk management tools by farmers. While the time to pay crop loss had a significant negative
effect on the probability of adoption of a risk management tools. In order to increase probability of
wheat crop adoption among farmers, It is recommended that some policies be adopted to increase
farmers' awareness about the crop insurance benefits and to reduce the time of crop loss payments
by the authorities. Also, According to the results, increasing the level of education has increased
the rate of insurance adoption, so it is recommended to increase the level of knowledge through
training and extension services under the supervision of the Agricultural Jihad Organization and the
Agricultural Extension Service Centers, by agricultural experts and farmers to increase farmers’
awareness and attitude about the benefits of agricultural insurance.
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