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ABSTRACT )
Thzs study conducted in Kogi and A davi Locd Government A reas of Kogz State, dssessed
farmers response to the Agriculturd Insurance Scheme of the N;genan Insurance Company
(NAIC). The wzllmgness of farmers to take up the scheme was' al,s'o Jet_ermmed. The data
obtained were subjected to descriptive statistics and mudtiple Regresszon andlysis. “Overdll,
farmers response to the scheme was poor. Fi ifty-two (52) percent of respondents were aware of
the scheme, but #io farmer took an insurance cover. The major sources.of mformatwn about the
scheme were through Extension A gent, and via Radio. Forty-eight (48%) percent of the famers
came to know chout the scheme for the first time during the -questionnaire (m'mmzs'!mnon
Mounting vlan  aqggressive grass -root enlighiment campaign.. which' will involve the Kogi
A gricudtural Development Project through the Monthly T()('hnologx('al Review Meetings (MTRM)
and Forthnightly Training (FNT) are suggested as possible ways of improving fammers response
to the scheme. "
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INTRODUCTION

Agnculturf* in vaena Is faced with a
lob of risks and uncer Ldleeu such as flovd, .-
drought, fire outhreak, disease and pf‘%’[ﬁ.

attacks

economic componenl of farm, mdndgement
designed to reduce the adverse effect of
ndLma] disasters  on fcxmers neore

Agricultural Insufance is one 01‘ the. .

ways by which: farmers trdn sfer or share

risks he is faced -with since he cannol = -
predict the propability of occurance of these . -
risks and uncertainties. Agricultural . ©
Insurance has been- d“SCI‘lb“d ‘as an

through the - payment of indemnity

(Yamauchi, 19/3} .
‘ The Njfexmn Agm.ultur d] ]HbUI ance

_ Scheme (NAIS} which was launched by the
o ngeuan Governmenl on 15th Dgcember, 1987

in‘Kaduna, largely funded by the Federal
and:State Government and entirely managed

by “the Nigerian -Agricultural Jnsurance“l

Compony (NAIC) has the follwing objectives:

'], KR 1 pmvxde fmancml rehef or

compensation to farmers in the
“event of crop and livestock losses:
resulling from effects of naluradl
hazards such as crop failure;



o

to encourage the provision of credit

by financial institutions to farmers.

. since Agrioultural Insur atice Nm’(raoi
" policies  would be
co]lateral by them;

“kpcctcd a8

L, 1991).

company is cmcerned (. and Chikwendu,
“How about ‘the farmers, especially

the small scale ones? Are they aware of the
schome? Do they know its bencfits to them?

- ¥hat are the determinants of their

on

3. to minimize.or:eliminate the need |

. *for emergency assistanie provided by
government  during - agncql@ura] i
disasters; coat

4, to promote agricultural production

by encouraging the adoption of new
and improved farming technologies
and in making greater investments
in the Agricultural Industry: and -
5. to .unempoyment

reduce. or

underemployment amongst farmers

to the extent of which crop and
livestock failures are
contributing causes.

The schemé currently covers the
follwing crops and livestock; maize. rice,
yam, cassava, millet, groundnui. wheat,
sorghum, cattle, pig, and poultry. sheep
and goats are covered on pilot basis. The
premium on insurance cases for these crops
and livestock are subsidized 50% by the
Government. However, premium for other
crops, plantation crops, farm machinery,
building and olher langible fixed sssels on
the farm attract full commercisl raies
because they are nol subsidized. The
scheme is for all classes of farmers. Crop
coverage include both sole and mixtures.

“The premium income of NAIC for .
1990 was put &t NB.16m, with mixed crops |
contributing the highest from the crops

subsector. The company also reported and
expenditure of about N1.12m from the
inception of the scheme to August, 1990.
This dmounL is ](:‘bb Lhan: 10% o[ the Eross
premium income, This clearly indicates that
the acheme N pxohtable 48 fdl a4s Lhe

the "

" of the Kogi St
. Project f
Oshokoshoko, Danda, Sarkinoma, elele and:-

. willingness 46 take agricultural insurance
..cover?. These are some of the questions the

present study addresses. The objectives of
the study were to.

;1. determine the awareness of the
- farmers about NAIS;

e study the farmers willingness to take

agriculiural insurance cover,
determine whether the farmers know
about the benefits dervmble form
NAIS. :

<o

METHCDOLOGY

One hundred and eight farmers were
rendomly selected from five villages in Kopt
and Adavi Local Government Areas in Zone<C:
tate Agricultural Developmentt
ADP).  These included: (sara,-

Obayena. In each village 30 farmers were
interviewed. Kogi State is in the Middle Belt
of Nigeria and is characterised by guinea™
savannah and forest type of vegetahon
Zone C of Kogi ADP is noted for low land rice
production and maize, The low land srea
where rice is grown is prone lo ﬂoodmg and
therefore a high risk area to insure their
crops against ﬂooding and other harzards.

Structured ~questionnaires  were:
administered to the randomly selected
small-scale farmers between June and July,
1995. The data collected were analysed
using descriptive statistics and Tegression
analysis. In analysing the determinants of

wﬂhngness of farmers to take agrlcultural i
insurance cover, the least squarestechnique

was employed Lo estimale Lhe inefficients.
The a priori assumption was. that ~a
significant relalionship exisled belween the



willingness an ’the part of farmers to insure
their: Lrépa/hﬁ{estock and their educational
level age. years of experience in farming,
farm  size. membership of farmers'
association/cooperative and contact with

extension.
" The model is specmed as follows:

Vo= o+ A+ Ao + Ak + A, + Ak + A + U

¥here. :

Y,= Willingness 1io .insure
crop/livestock (Dymmy,. 1 if
willing" to- insure and: 0

- otherwise). =" .- oo

X, = Age of farmer: (yearb)

X, = Experience in farming (years)

X, = Literacy level {years)

X,= Varm size (ha) -

X, = Membership of farmers’

association/cooperative
(Dummy, 1 if member and 0,
otherwise)

X, = Number of contact with
extension in a month

U= Error term.

RESUL'I‘q AND DISCUSSION

o Awareneq‘z of Nigerian Agrwultural
-.Insurance Scheme and Adoption of
Agncuh}ral lmuranoe -

7 iboubhalf of the respondents (48.3%)
were not awarc of the Nigerian - Agriculural -

Insurance Scheme and the benefits derivable
from it (Table 1). Of the 51,7 percent that
were aware of the scheme, no farmer Look
agricultural insurance policy (Table 2).

Source of Information About NAIS

Among the respondents who were
previously awarc of the Nigerian Agricultural
Insurance Scheme. Extension Agents were
the major sourcc of information about the

scheme. As much as H8.1 percent of the
respondents, first heard of the scheme
through the extensionagent. Radio was the
sccond most importent” sourcc of
information about the scheme, This implies
thal cxtcnsion scrvice has been actively
involved in dissemination of information
concerning the scheme to farmers (Table 4).”
All Lhe farmers who were nol aware
of the benefits derviable from the scheme,
came to know about the scheme for the first
time during questionnaire administration.

Farmers Wllhngness to lns'ure

Iable 4 shows the distribution of
respondents according to their willingnessto
take agricultural insurance cover. The data
therein show that even after explaining the
benefits of agricultural insurance to the
farmersduring questionnaire administration
about forty-two (41.7%) percent still were
not willing to take an agricultural insurance

cover. 58.3 percent still were not mlhng to

take an-agricultural insurance cover’ah.J
percent indicated interest in taking an
insurance cover.  Most farmefs’' were
skeptical aboutl the insurance company
being able to pay their indeminity. What
theh are the detérminants of farmnr.%
willingness to take an insurance cover?

Table 5 shows the result of a multm]e N
regression analysis of faclorsthal delermine f:‘
farmers’ willinghéss to insure their crops’
and/ or livestock The Ry (coefficiénl “of
multipe  determination} id: 0.742, “which ~
meant that about 71 perbent of variation in
farmers willingness to take insurance cover

were explained by factors included in the

model. The results indicate that only four
of the variables were significant
determinants of farmers’ willingness to take
insurance cover. The variable are age,
literacy level, experience in farming and -
extension contact. While other significant
variables were posilively relate’d lo the



dependent variable, age Was negatively
related to it. The implic:ation@is that the

older ‘the farmer, the more unlikely he

would take an agricultural insurance covcr,
This was expected because age was thought
to determine the ability of a farmer to
evaluate risks. To an old farmer, taking an
insurance cover in itself is a risk and old
people tend to .be more risk averse than
younger people. This is in additiorito the
skeptism of the farmers sbout the scheme.
Many of them felt that the procedure of
insuring their crops and livestock -and
obtaining their indemnity is beaurocratic
and they felt that the NAIC might not pay
them their Indemnity in case of a diseaster:
This is a carry over of previous cxpeicnees
with other insurance companies. Generally,
the findings indicate that sociol-ecenomic
and institution factors are important
determinants of farmers’ willingness to take
agricultural insurance cover,

CONCLUSIONS AND RECOMMENDATIONS

From the foregoing, it may be
concluded that the level of farmers
response to the' Nigerian Agricultural
Insurance Scheme in the study was very low.
Though their level of awareness aboul the
scheme was high. It is possible {hat the

procedure of taking an insurance cover may -

nol be encouraging for the fabmer especially
since they need to fill forms and cost all
their inlending expenditure upon which Lhe
premium_is based. Most of our farmers do
not want to incure any expenditure in cash
since they depend on family labour for most
farm operations. The farmers are usually
short of cash at the beginning of the season
since they are poor resource farmers,

- The implication is that the Nigerian
Agricultural Insurance Company (NAIC may
have made adequale efforl Lo educale Lhe

farmers on the activities of the company - |

bul farmers are nol inlerested, i 13,

Y4

=3__::-:"£herefore;; suggested :t,hat NAIE *should
_«endeavour {o re-inform farmers about the
* scheme and re-édiibte them-of the benéfits

derivable from it and also back up these
with informations about previous seftled
claims from other arcas. The company
should organise training for extension
agents through which information on the
sheme can be transfered to farmers. This
can be done in different ways, one of which
is parlicipation in the Monthly Technology
Review Meetings (MTRMs) of the Agricultural
Development Projects (ADPs).  NAIC Zone
Officers can use MTRMs to re-introduce the
sheme. They can also have follow up at
the Forth Nightly rainings (FNTs) of -the
ADPs.  Apart from this, agents of the
company should also make regular visits to
rural area to educate farmers nd opinion
leaders of the communities about -the
benefits of taking an agricultural insurance
policy. This type of contact may enable
farmers have confidence in the company.

The need to make agriculutral loan
available to the farmers in the area is also
suggested since deduction as regards NAIC
will be at source,

Although cooperatives was not a
significant  determinant  of farmers'’
willingness to adopt the sheme. the use of
the groups to pass information about the
scheme should be seriously looked into with
a view lo making il a useful source of
information about the scheme to farmers,
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- Agricuitural Insurance Scheme.

.....

Awareness of Denelit
of Agric. Insurance

Frequency Peceﬁtage

S T Yes

No

93 37

\\\\\

87 . e . r\4B.3
180 100

Source: Survey Damté.‘ 11:395 |
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- Insured ’ No pf Hespondenfg B B A i G

Yes ..., 00

shioey

- No et 180
Total 180
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Table 3 :  Distribution of Farmers Accordmg to their Wﬂhngneqs to Insure Craps or
hvestock .

Variable .. No _§f Respondents

i Yes | - o5 oo m

00 v No 75 o ~
Total ) TSRS

o bource ourvey Datd ]99b T e T
' Table 4 | Parmers™ Ma]or bources of Information about Nigeria Agricultural
lnsurance Scheme (NAIS).

Sourccs Frequency of Response Percentage
Radio 35 —87
Extension Agent b4 5H8.1
nghbours and Pricnds 3 32
Total : N 100
Sourcc : Survey Data, 1995 |

Table o Determination of Farmers Wﬂhngnes° totake Agricultural lnsuraﬁr_;é‘é‘-'C-o'vgf;-

Varigble '~ - - Coefficient  t-value

Age (x1} e ""'%0.0394 L4305

Experimence in farming (x2) 0.0065 1.8289'

Lileracy level (x3) 0.1052 2.1065'

Farm size (x4) .. .. oo 0.0080 0.9201%

Members of Coopexdtne (xb) ~0.140 -0,9602% .

Constant, with Fxtension (x6) - 02136 7.6320" .

Constant : 0.9754

R 0.7128

* Gignificant at 5% level ' : -

NS> = Not Significant
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