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ANALYSIS OF AGRICULTURAL INSURANCE SUPPLY DUE TO CLIMATE
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ABRSTRACT

lpss, climate
change,
sz ik,
agriculture,

Chmate change iz one of the rsks faced by the agricultural sector,
Drevelopment of msirance scheme s needed 10 coping tisk of climate changp_
The pupese of thm siady wos to conduct a.-supplysside analvsis i die
agriculiural “insurance market due ke rhangez in the Indonesian cantext,
Agnalytical teckniques condusted in s resenrch is descriptive analysis. Dats
collection method used |5 interview, lilemture stusdy and field study. Based on
law Mo, 19 of 2013 on Famsers Froteclion md Empowerent and Begolation
of the Mmister of Apricultuse We, 40 Pouscutsn/3F.230 /7720135 as the basis
for the implementation: of Agricoltusl Tnsimnce Facility encourages the
supply of agriculluml insurance i Indonesia. The government and BT
Jasimdo collaborate to cover egricultural risks especially in climate chanpe
canzes, T Fasindo 15 & sole nsurer that has besn recommended by
government to profeet femmers by subsidy. The supply of awicaliucal
insurance ia il Hmitsd tn nee crops. Agricultoral inserance in Indonesis can
run becanse the pavtient of agriculheral insurance pramiums sre subsidized

by the government.

INTRODUCTION

Climiste change may increase the
tisk- experienced by agricultural sector. The
risk can impose financial loss to farmer, The
loss from climate change mav be realived in
matenal pnd non-material loss, such as
[atalivies, environment damage, capital loss,
ond pavehological impact {Law ol 24
of 2007). However, the impact does nat
necessirily maka panple and husinessman o
seek for an alternative protection to reduce
the risk of loss. This due to their awarenass

to conduct a protection from the impact of

disaster 15 sudl Lo,

The wndepey of worsening climate
change, the insrerse in vulnerability Wwan
natirral  ihsaster, and  risks  that  inflict
financial  loss are seveml factors  that
encourige the povernment 1o provide a
protection, The protection of visk of loss as a
result of climate change can be minimized
by insurance. Insurance, 1n the Law Na2 of

fw-;]—

1992 regarding insurance business ig an
agreement between two pealics wr mone in
which the insurer bind themselves fo the
naured by secepting insurance premium,
and 1o provide compensation to the insured
for their loss, damage or loss of expected
profit, or legal responsibility from the third
party that might be borme by the mnsured due
W uneeriain evant. or provide payment
based on the living condition (Jisl v alive)
of & person who i5 ingured, Posariba (2010),
the development’ of insurance for paddies
plantation can reduce lossto 73% incleding
the loss caused by floods, drought, and pest

‘attack. Suryanto (20135) conducts research

on agncuhliuctl nsurance for farmers i
Surgkarty, the results show that the factors
that affect the demand of insurance for
farmers in Surakarts are the level of incomea,
level of education, tvpe of disaster. and their
residential srea. Meanwhile, from the supply
side, company must incresse the use of
information technology, human resourie
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aiality, and develop partsership o be able
to compete with clher ingurance cosmpany. .

The povernment regulites the
protection through the Republic of Indonesia
Mumber 19 of 2013 regarding the Protection
and Empowemment of Farmers. However.
the foundation for the implementation of
Agricvltoral  Tnsurance  Facility  is
Agricultural  Ministry Decree Number
A PermentanSR230/T2015, which aims to
provide facilities and protection in-assuming
plantation busingss risk to encourage the
development of agricoltural insurance in
Indomesia. As the follow-up of the decree,
the govemment fry to protect farmers by
appointing BUMN (State Chaned Enterprise)
Azuransy, PT Jasindo {Pérsero), and the sole
insurer for farmers: whe experience crop
failure: Indonesia as & country that has high
vulnemhility toward natural disaster opens
wide opportunity for insurance company 1o
offer products related with the foss caused
by disaster. Howewer, even though
government has provided protection against
the risk of climare change, farmers amd
business people as the party who bear the
risk still have low awareness to insure their
loss. This low awarenass can be caused by
various factors, among other distrust fowand
company, the difficulty in cluiming their
insurgnce, -and the high premiem  they
should pav.

The tight competiion in  the
insurance industry needs mnalysis on the
factors: that determine demand m the
insurance market, such 85 premium
pavient, offered protection system, and
facility or infrastructures owned by the

company., Beside, to inevease people
awareness and  frust toward  insurance
company, insumance  company  has to

implement proper business strategy. The
strategy may become strength for an
insurance  eompany to  win in the
competition in promoting its produets.

METHOD

This study is camied out with descriptive
guantitative approach. lnsurance company
that provides coverape for loss in Indonesia
iy selected to be studied. The subject
smdied in this oceasion is PT Asurinsi lasa
Indonesia (Jasindo). Descriptive lechrmique
iz used to analyze the data, which s
collected through interview, hiterature
stugdy, and feld stody. The combination of
various technigues’ in collecting data is
expectad to- generate vabid information for
the analvsis of agricultural insurance
supply. The secondary dats needed fur
analysis arer total aumber of companies
that offer agricultural insurance produet,
premium  establishment, number  of
customers, and characteristic of customers,

RESULT AND DISCUSSION

Ihe Analysis for the Market of Loss
Insurance in Indonesia

The company that offers loss insurance is a
company that offers a service in the
mitigation of risk for lose lost benefits, and
legal Tespondibility for the third party,
which appears a5 a result of uncertain event.
Loss insurance i3 incleded in the general
inswance. Insuranee companies in [ndonesia
that offer loss insuramce product with
premium above 200 billion rupiah are
Asurangi Tugu Pratama,  Asuransi - Jesa
Indonesis, Asuronsi Adira Dina, Asurans:
Astra  Buama, and  Fweich  fswrance
Indonesia. While insurance companies with
premium below 200 billion rupiah from the.
first place to the fifth place are Asuransi
Bintang, Asuransi Samsung Tugn, Asuransi
Permata Nipponkea [ndonesia, Tugy Kresna
Pratamg, and ACE Insurance,

The product that can be insured in the loss
insurares are varies, from house, motorhike,

{
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car, stedents, cleim for lawsait  towsard
midwives profession, agriculture, ete. The
diversification in the insurced products is

expected to provide wide offers for the
community.

Table 1. The Growth in the Number of Insurance Companies 201 1-2015

Na Note 2001 | 2002|2013 [ 2014 | 2015
1 | Life Insurance: i5 47 44 i =5
2 | General Insurance B B4 22 kil B
3 | Re-insgrance & 4 4 5 f
4 | Bogal Security Administrator 2 ) 2 2 2
5 | Compulsory Insurance 3 3 3 3 3
Administrator

6 | Total companies (point 1-3) 129 | 140 | 146 | 141 146
7 | Insurance Broker 138 ] 150 | 155 | 137 | 166
8 | Re-insurence Broker 27 | 29 20 ki 37
9 | Assessors of Insurance Loss pir) 26 25 26 I8
i | Total {point 7-81 17 205 | 207 [ 214 | 231
11 | Total {point 1-E1) 331 345 | 37 | 353 377

Source; Indonesia Insurance Statistic, 2015

Bazed on the data, there are 80 general
insurance companies  thal  offer  loss
insarance, Among these companics. ouly
one company appointed by the government
to provide agricultieral insurance service, PT
Asuransi Jasa Indonesia {Jasindo).

Market Potency for Loss Insurance

Loss insurance companies in Indonesia have
wide market potency, observed from the
growth in gress premium, gross claim, total
assets, amd total nvestment for general
insurance comparies from 2011-2015.

Table 2. Gross Premium based an Types of Business 2011-2015

Year | General Grow | Life | Growth | Social | Growth | Comp | Growth
Insnrance th Insura (%) Insurs ) ulsory (%51
- and re- [ (%) [l nee Issura
Insurance noe
2011 [ 3883 212 | B3.00 24.4 f.75 1 7.5 13.54 147
2012 | 4491 157 | 10794 4.2 T.El 15.7 15.23 12.5
20013 | 5319 184 | 11322 45 10.35 x5 14.3] 1.1
2014 | 5467 28 [ 11288 03 6044 ST0G 1,24 369
| 2015|6025 102 [13533] 197 [8897 | 381 | 1131 5.0
Source; Indonesia Insurance Statistic, 2013
Table 3. The Growth of Gross Claim compared to Gross Premium 2011- 2015
Year | General Life | Bocial | Comp Taotal Growth/D | Total Ratio
Inzurance | Insurs | Inswrs | wlsory | Claim (&) ccline Gross {iwh)
and  re- | nee | nee Inzura ) (%) Premiwm
Insurance noe iy
Wi | 1305 50.19 | 13.51 10.03 2778 4.8 153,13 373
{ 676 ]
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2012 | 20,14 T80: | 385 | 1273 107,66 226 175,89 Gl
23 | 21.59 7520 | 471 | 1480 | 11630 .0 193,06 A2
04 | 27.93 T1.82 | 5666 | 7.0l 163,42 405 24729 i 1
2015 | 3322 2R3 | TS00 | a0 19775 210 295,56 6.9
Source; Indonesia Insurance Stistic, 2013 )
Table 4. Total Asscts of Insurance Tndustry 201 12015
Notes 011 | 2007 | 20013 | 2014 | 3015
Life Insurance 2288 | 270.29 ] 293.74 | 365.06 | 3TR.03
Cieneral Insurance 5467 | 7196 | 10059 | T164ds | 12401
Re-insurance 3.2] 4.00 645 | 1029 | 1481
Social Insurance 121.9% | 14496 | 16206 | 209.41 | 22692
Compulsorv Insursnee T9.04 | 9212 | 9618 | 10846 | 10065
Total 4R1.75 | 58402 | 639,72 | 80768 | R53.42

Source: Indonesia Insurance Statistic, 2015

Table 5. Total Investment of Insurance Industry 200 1-2015

Naotes 2001 | 2007 | 2013 [ 20014 | J0IS
Lifs Insurance 203 | 23079 [ 25321 [ 31849 | 32768
Oeneral Insurance w8 | 4795 | 309 [ 5681 | o4l
Re-insurance 2.5 149 4.34 &80 G oY
Social Insurance 117.5 | 13968 | 15696 | 19349 211.00
Compulsory Insurance 567 | 6641 | 67.04 | T2TT | 7704
Tetal 40732 | 407 32 | SAR 45 | 64AR 3T | 6RA12

Source; [ndonesia Insurance Statistic, 2013

the Republiv of Tndonesia territory. This
nationalization aims b provide  masimnm

FT Asuransi Jass Indonesia {Jasindo)
Tha perseverance of Asuransl Jasa

Indomesia s built through long history of
development which iniliates the industry in
its field, Starfing from the nationalization of
Metherlands insurance companies, moluding
WV Asurantie Maatshppi] De Nederlandern
and Bloom Vander in 1345 which located in
Jakara, both companies are insurance
companics in foss insurance that provides
protection against the sk in plantation and
similar business. After the Indonesia
independence. loss insurance compamies
belong: to  Nethertands and UK is
nationalized into PT. Asuransi Bendasraya
and PT. Umum [niemasional Underwriters
{FT. UTL. This policy is taken based on the
Law Number 86 of 1958 regarding
Nationalization of Netherlands companies in

service for the society, strengthen security
and national ceonomy.

With  the  development o
Indonesiz. government makes a policy Lo
merpe  several  businesses, Through  the
Ministry of Finance Decree Number
TEMETV12/1972 ratified in 2 June 15973,
PT. Asuransi Bendasrava which operates in
mpidh  insurance  and  PT.  Umim
Internasional Underwriters (PT. UIL) which
operates in foreign exchange insurance are
merged into @ company named Asuransi
Jasindo, The experience in loss insurance
since the colonial era provides special value
for the existence and the development of
Asuransi Jasindo this day and in the future,

1
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Azuransi Jasinde is stronger fiom
year to year a5 reflected in its performance
that keeps improving, Asuranst Jasinda also
récerves support from its pariner company,
Swiss-RE and Partner-RE. which strengthen
Agyransi Jasindo position as international
tevel insurance company. The vision of this
company is fo become & trusted and reliable
imsuranse company; while its mission is to
conduet insurance business with high guality
services #nd keep trying o generate
sustainable profits,

Agriculture Insurance Product offered by
PT Asuransi Jasindo

Agricultural msurance is.a program
prepared by the Ministry of Agricultural
together with PT. Jasindo fn a partnership to
develop “and muaintzin  food security in
Indenesia, in-order o reduce import of rice
which may harm' Indonesia economy. To
Wiis iy,  lulonesisn  govemnment only
provide assistance by distobuting sced and
fertilizer to farmers when they experience
loss due to uncertain climate, pests, natural
disasters, and other causes. [n this case, PT.

Tasindo as insurance company is expected 1o

offers compensation for the risk of crop
failure to farmers who experence loss.

As gn insurance corpany trusted by
the govemment, PT. Jasindo feels so called
w provide cprotection  for very  wide
agriculturzal business. In implementing its
operational activities, the company aims for
the effective and efficient pathway by
conducting socialization. The activity aims
e debiver knowledge to farmers regarding
the importance of agricultural insursnee and
to- eliminate negative point of view from
people toward insurance,

Asuransi Jegindo dees pot wish 1o
urge farmers 1o apoly for the insurance.
Muost of farmers are reluctant to apply for
imsurance because they have no stable
income. Based on this fact, Asuransi Jasindo

tries to facilitate farmers: by offering
affordable premium, The agricultural
imsurance applies gueta system, because it
should be matched with the needs of farmers
who want to apply for the insurance.
Asuransi Jasindo a5 an insurance company
will give compensation if there {5 claim
filed, The compensation is given hased on
the area of lands owned by the fazmer.

Az g developing country, Indonesia
faces ‘an imeredibly hesvy duty, In the
insurance field. PT. Jasindo also experience
two equally important challenges. On the
one hand PT, Jasindo is expected to increase
people BWETENESS t0 insurance, . especially,
farmers by entice them to insurancs, and
provide protection in agrculture business.
On the other hand, PT. Jasindo bave to tske
control  and  develop  knowledse in
sgricultural insurance field o be able 1o
provide laudeble service, suppart ecanomic
growth in maintsining foday and filure food
security in Indanesia.

Agricultural insurance includes crop
insurapce  snd  catle  jnsurance,  Crop
insurance offered by PT Jasindo only covers:
paddies, PT Jasindo in implementing the
insurance will receive assistance from the
Department of Agriculture. The Depariment
of Agriculture will assist PT Jasindy in
determining customer’s feasibility to aceept
their ¢laim or net. The government in
partnecship with PT Jasinds determines the
arca- of ‘agricultural business based on the
condition and potential of natural resources,
human respurce, and artificlal resourees,
provide an assurance of agricalture prodict
marketing: o  famers who  perform
plantation a5 governmental  program,
peovide  property  tax  reduction  for
preductive. and  sustoinable - agricoultural
fields, and realize supporting facilities for
aariculfural products. PT Jasindo will anly
serve farmers who join small farmers group
hecause the agricultul insurance offered by
FT Jasindo is for protection apainst harvst




caitsed by natural disaster, organism
ests, outhreak of contagious animal
. effect of climate changs, and
 types of risk. '

PT Jasinde currently only offers
¢ for paddies, or goes with the
Asuransi Usaha Tanaman Padi (AUTP)
scheme. The government, besides providing
msurance through a partnership with PT
Jasindo also distribute subsidy in the form of
seeds, fertilizer, and o agriculwre tools of
machinery aceording to the farmer's needs,
The subsidy must be delivered effectively,
rehton-target, time, lovation, types. quadity,
and numbers. The subsidy is distobuted
mainly to farmers with sustainable
agriculturs] lands.

Insuranee Premium
Farmers pay insurance premium with
their own money and through subsidy.

Farmers who apply for inzurance have to

pay a premimm of Rp

ISR o0Ohecrareplanting  season,.  Acvund

8% of the premium is subsidized by the

govermmnent. If farmers experience crop

fatlure >75%.. farmers will meceive
compensation of Bp 6.000.000. In contrary,
if farmers do nat face ceop failure, their
premiume will not be retwned o them.

Farmers who receive premium subsidy must

be joined in farmers group and have -and

active  menagerment. The protection s

provided for:

1. Farmers who plant on other's land. and
have ne faom of their own,. with
meximum  arex of plantation of two
hectates.

2, Farmers who own apneultural lands and
perform food plantation on the maximum
two hectares area,

3. Horticulture, plantation, and  znimal
husbandry i a small scale according to
the prevailing regulation,

——
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CONCLUSION AND SUGGESTION
Conclusion

Agricultural  insaranee can become &
solution for the risk of loss caused by
climate change. P'T Asuransi Jasa lndonesia
{Jasindo) is sppointed by the povermment to
provide insurance service for farmers who
join Farmer group, The offered agricultural
insurance is stll limited & paddies or
mmplemented  under  Asoransi  Usaha
Tanamas Padi (ALTP) PROEAN,
Agricultural insurance in Indonesia can be
realized bocause the premium is subsidized
by the government.

Sugzestions

1. Policy maker can formulite &n
incentive and subsidy for insurance
company that offers agricultural
inswrance product,  The. market
poteptial for insurance company is
very wide Gpon, sines aseveml areas
i Indonesia are the .center for
paddies produetion.

<3

The determination of premiom need
to eonsider the risk taced by farmers,
The premium determined  without
considering the nsk will leads to
moral hazard and adverse selection,
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