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Designing Weather Index Insurance for Rice Production to Cope
with Climate Change in Northeastern Thailand

591 Auased’ Usziasy 93se1gnn’ wazagns neys™

Nirote Sinnarong' Prasert Janyasupap2 and Narid Thaiburi®

o A

Wnsuunanu : 12/05/2567
Juudlaunany  : 09/11/2567 UNARNYD

o

AUADUIUUNANY : 27/11/2567

e

(3

3

ATeilivngUsrasdiflevanuuusvuunisussfufenudvionnie waziinse
Uiz%m‘émwmiammmLﬁBQQWﬂﬂﬂiLﬂﬁauuﬂmamwgﬁmmm’haizwmiﬂizﬁ’uﬁamuﬁfﬁuﬁ
81n1e IagldIgnismaasugiidvsznauiudeyaniiualunisinsigrinansenuainnig
Wasuwasanmgionmedugiulunisesnuuunsusssisefudelul wa. 2564 nsdldnw
dmiunianzusenidoanie nuitnsussiusomusuigumgindsiiussansamnisan
audssiuseldvennunansldosas 239 dusunmsusziusonudsiviinaiduaed
UszAnsamnisananud seldfesay 6.65 wavnsusziuseaiudviagunndiad ol
UszAnsamanaudsannielifosas 8.01 fevar 10.59 wazfesar 11.98 dmiunns
Usgiudoaudviiviinaduivssansamananudssanseldfosas 9.55 Sevay 7.59
wazsosar 7.02 Tul w.A. 2573 2583 wag 2593 muanu szuunisuseiudeniuduiionniedl
Toimn¥insaliidesdiafiade nseenuuuUseduds nsimuasiaaUseiuds ns
M339IAANMEINTA ANNEEAINTBINITIENTUSEAUAY karn1sUTEM U USUALaS19NTTUT
fainrmdeauazdeialunsifaunszuunmsdsefufonudvienmedinainmimowas
Foaenduaiuswieonassieonvulunistuind ounisusziusemudvideinimeg el
Uszavsnmdmiunssuilesionsudsuntasaniwaiiennidlusunan
AdRey: Msusziufeauiuiionna maudsunasaniwaiiennie nsaamnuides nsuEn

91 Uszinalne

Abstract

This research aims to design weather index insurance (WII) schemes and to

analyze risk reduction performance of weather index insurance to cope with future
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climate change for rice production in Thailand. The econometric methods and panel
data were conducted to analyze the impacts of climate change, which will give base
results for designing WII systems for rice production. The design of the WIl is based on
the average temperature index in 2021. A case study for the northeastern region found
that the Wil was effective in reducing income risk by 2.39 percent. In the case of rainfall,
it could reduce income risk by 6.65 percent. For future climate change, the WIl on
temperature index effectively reduced income risk by 8.01 percent, 10.59 percent, and
11.98 percent; the rainfall index was effective at 9.55 percent, 7.59 percent, and 7.02
percent in 2030, 2040, and 2050, respectively. These index-based insurance system
reviews that are to be considered are: WIl design, WII pricing, weather measurement,
ease of use of insurance, and perception and public relations. The readiness and
limitations of developing WII systems continue to be challenges, and public- private
partnerships are required for efficiency driving of WIl to cope with future climate change.
Keywords: Weather Index Insurance, Climate Change, Risk Reduction, Rice Production,
Thailand
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n1380NLUUNTHSTTY (Insurance contract) d1uiuiduiadesdiotostuninudssain
N191UA suLUasanIne NI aunsauszend lYLuIfAnYas Heimfarth et al. (2010), Chen
(2011), Musshoff et al. (2011) FsUseneudne 4 Fupau #q Figure 1

1. Specification of a weather variable

L1

2. Estimation of relationship between rice production and weathers

g

3. Design and valuation of WII contract

g

4. Evaluation of the risk profile with/without using Wil

Figure 1 WII Design Process

(1) nsnnuafUIENIWBINTA (Specification of the Weather Variables) Tngvialy
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(2) NM5USTHIUAIAMUFTUNUS VBIFAINDINIANUNISHANDI2 (Estimation of the

Rice Production Function) ﬁ%umu ﬁ\‘iﬁ
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(Normalized - yield), = Yo, (1+%) 2
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N13eenwUUNIUsITIUTEAUAY Lﬁ@ﬁ@ﬂ@%ﬂ’ﬁMﬁﬁﬁ@W (Basis risk) v@an15UsEAUNY
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it :a+Xi,uB+”n (3)
Tnefmuawuusiaesfifiauaaimad euniaien (One-way Error Component Model)
AN ILAAIALARDUYBILUUS RO UaNNST 4

U, =l +0, (4)
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X! e vnwesveswulseduie vesdwiadl i o Ui ¢

L #eo nnnesvesiduuszansainnisusyanue

up Ao AAaeLARoudilugy (White Noise Residuals)

U o MpaAAAsUAnINANLLANA LT T] (Unobservable Individual-
specific Effect) hag vy A9 ANMENALARBLYBILUUSIADY (Disturbance Term)

Tngnsagikuuinassinduieslinmegeudnuarn1IinuALUUT A9 (Model

Specification Test) 3 N1INAADU AD ﬂ’]iVI@ﬂEJUﬂ’N%JﬁIWENGi’J’EJ%aW’]Lua (Panel Unit Root

Test) #2835 Levin, Lin and Chu (LLC) wag Im, Pesaran and Shin (IPS) MInaAgauuLuy
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AuduRusssnindninavestadeiildamsadunalafusudsesuie fme3s Redundant
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(Heteroscedasticity) #1878 Breusch-Pagan-Godfrey Test wag White Test #nLUUIIGDUAA
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Y, =a,+BAT + BVT + B,TR+ BVR + BTT +u, (5)

o—

o Y, Aa nandntivesdanindl i s UN t. AT Ae aaungiliade (Average Temperature)
A

VT fe avawlsusiuvesgaumgil (Variance of Temperature) TR A8 Usinastslusiy
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(Total Rainfall) VR @9 AnuwusUsuvadly (Variance of Rainfall) way 77 Ao wudli
L1381 (Time Trend)

(3) nMseanuuUnsusIINUsEAUABRINATTBINTA (Design WII) 31nNaN1TUIZUIUAT
SvnavesdkUsanINeINIARaNaNART1Y anunseenkUURAZAIUASIANAIUTEAUSY B9
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T

a
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I = W-S) (6)
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I= VS -W) (Zeng, 2000)
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PelUaseRuasesaudssiiinananineniaiideussfulily Inefiandeussiuanunan
AmuAlanIugnsves Black-Sholes (Hull, 2012) Fatiu Call Option d@usuaviionia W al
annfingavemiAfinun o sedU Strike Level (S) wagdnsnisdneadulvawintu V seviie
fudlonnia A1 W anunsauszanaeildainddanafisiusnld §1 wiinsnszaisuuy
Lognormal LLazﬂ'm'mLﬂ'mmummgmmaa INW AU w A Expected Payoff U99n5u5354l
Useiufomuduiionnia suuwifaves Hull (2012) mildainaunisit 7

E(I,)=VX[EW)N(d,)-SN(d,)] (7)
Lﬁa
- In[EW)/S]+ (W /2)
! w
p _In[EW)/S]-(w*/2)
: w

E (W) fie Andevasnuusanimennia uaz N () Ao Ailsidunsnszansennanitey
Duazay dwsunsnszaievesdeyauuuinfininsgiu

Jadafernudsetednedliuse funazinwnsnsuagdununisuimsdanis a1
Expected Payoff Faduyadluouianazdeshnandesninondeliaudes (Risk-free
Interest Rate, r) Widuyadilagiiu feaunisi 8
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1).6(—r.At) (8)
e PWe Ao garntagturesandeuseiuludoya,

<

At Ao sveznanduandayay (maturity)

(4) n1531As1zsiUsEANS AMwn1sanA1uLE B4 (Evaluation of the Risk Reduction
Performance, RRP) a1unsanildainnisiisuiiisunisnszanevessiesulunsdize
Useiudorunsdiilalladeusyiuse de Ry ﬁaiw%’waqmwmﬂiﬁlﬁlﬁ%aﬂszﬁuﬁaﬁﬁuag
fuszezian nswaadnmuileidu Y(F) 5101813 (P) wazdnsdean (1) faauniss 9

R, =Y (W).P.e"™ 9)

Tnesesulunsiindeuseiune (R) muiadlaann aunish 10

R =R +IW).e""™-PW) (10)
Frumninunsnseinstetiuauide womuLes \neRsnsReseAUseiuly
5901 PW) anntununsnsalasusesuanmsudnd (Ro) wazAUsEAUMNFYQYY ((W)).
UsgAnEnmnisananudes (Hedsing Efficiency) Swmldainnisanainunlsusau
Yeaseldannsnandvennuns faaunsi 11

RRP — Var(R,))—Var(R,)
Var(R,)
Wi Var(Ry) A A1AukUsUSIUYR9518SUINNNITAISHAAT1 b UNSaIT bl fin5@e

x100% (11)

Usenune wae Var(R,) ABAIANULUSUTINYBI5185UINNNITNTHANTI L UNSNTaUsE AU

NANISANGY

n1seenuuunsusTIiusEiufenusviianansdlanvnll dmiuanaruidesain
nansznuvaInsiUAsuLasEngiianaiididenanantia Tuggnawizugn w.a. 2564
@ a.6. 2021)

nseenuuUnINsTIUUsEAuAElul w.a. 2564 nsaldnwdmsunianyiueonidaunile
q’fqﬁﬁuﬁ'L‘wwﬂauﬂeﬂ’nmmﬁ'qﬂimaﬁmmﬂazﬂiBUﬂqmmaaﬂwﬁaﬂmimémLLUU Call Option
gaumgiladmussiuiiusyfufimunld (Strike Level) 1Hogil 27.68 ssmwaidoa maulvasie
e (Tick Size) wWindu 139.25 UnAeasrnaaded snsnendofnaniilaenninudssie
Sovay 5 Wlrldandedseiufinumsnstinusefudefiassosdneduiu 135.22 vindels ile
fsanmsannnudesiiindy Imﬁm’smmsﬂa"Lé’mmmwmmuJ%smLﬁauﬁuiwdwﬂﬁﬁﬁ
Useiuuazdilivhusedu Ingldsadidenaiudu 15% wislulgufe 7.94 vmsio
Alansu TnsinwasnsgiivhuseAulinraudsusuvesneldidosningilailivinuseiu nsussel
Jesfiusransamitanuisoanauidennseldvieananuiurauvessgldainnsuedn
YDUNEATNT 3088y 2.39

mMIsenuUUNsUsTRIUsEAUfEdmiuanaadsInRansEnuvaInI S EsuLUAS

dngiianmeaniidenanand1alusuian 19dayanmargeuiananingieinia (Climate
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Scenario) Tul w.e. 2573 2583 uay 2593 lnedoyagumniindslusuianinisnszaneuuy
Lognormal FsmnzauiiannsaifeyaluldluniseenuuunsussniseAudomudviionnia
luawanla

MseenLUUNTLSTTUTERUfY fvusguvnfiadunussiuiussiudmualy (Strke
Level) 1ol 27.68 asrniwaidoa Ardulnusiane (Tick Size) Witdu 139.25 uinsoosen
waldua Anadvvesgungilueunand we. 2573 2583 uag 2593 dAuvinfu 29.65 29.76
LAy 30.47 BaMLTALTYE AIUEIAY ﬂ"]Lﬁaﬂizﬁuﬁmwmﬂi;ﬁ’ﬁmszﬁ’uﬁ%%éfaw’lalﬂuﬁu
255.30 umdals 315.63 umsels uay 538.14 vmdels AudIRU efin1TAUNNNTANAM
HosfiAndunuimmmnunansisstusy nsussaiiasivssansnmanaundssanaeld
lpSevay 8.01 ouaz 10.59 uavdeway 11.98 nUa1AU s Table 1

Table 1 WIl Design Based on Temperature Index for Rice Production in the Northeast and Climate

Change Risk Reduction Simulation

Weather index = Average temperature Option Type = Call Option

Strike Level, S; (°C) = 27.68 Tick Size per Index Point, V; (THB) = 139.25 THB/°C
Risk-free Interest Rate, r (%) = 5.0 Rice price in 2021; (THB/kg.) = 7.94

Year 2021 2030 2040 2050

Average
Temperature 28.04 29.65 29.76 30.47
(°Q)
Expected
insurance
) 135.22 255.30 315.63 538.14
premium
(THB/rai)
Insurance
premium
130.10 217.07 366.71 531.80
(Present value
(THB/rai))
Risk

Reduction

No Yes No Yes No Yes No Yes
Performance

(RRP)
Expected

Income 2,341.92 2,255.57 2,341.92 2,181.45 2,341.92 2,539.08 2,341.92 1,817.28
(THB/rai)

Income

98,172.49  95821.57 102,172.49 93979.72 102,172.49  91,348.78 102,172.49 89,929.82
variance

RRP (%) 2.39 8.01 10.59 11.98
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n1508nKUUNTUsITIUsE A USBaus vl USunaunely drwiuanaanuideann
HansznuYaIMsiUasunlassawgiionnaiiiidenandnd1iud Tuggniamizugn U w.a.
2564 (U a.A. 2021)

nseenuuUnIusssHUsEAufelul w.a. 2564 nsdifnwamsuniangiusenideaunie
%ﬂﬁﬁuﬁmzﬂqm’hamﬂﬁqmim85@@%%@%@%8@%15@mswﬁm WUy Call Option
USmnanisumuseAuiivszdutmualy (Stike Level) 1og#l 1,322 fiaduns Arduluude
wiie (Tick Size) Wiy 3.51 Unsefiadiuns snsinenitofnaniivasnrudssfotosas 5
slldandeusstuiiinunsnsdvissfusofiazdosdnefuiu 243,20 videls Wofiarsan
nsananuAiiAndy emumumasliveununanaieuiisuussinagiiviause fusas
Aitlaiviusedu Tagldmadraudenaudy 15% wdsludgiufe 7.94 vmdeilansy deiy
nsussstariiusEavsnmitanunsaananudssainseld Tddeas 6.65

nseRnuwUUNssIsiUsTiussdmiuananudssainuansenuvasnsiuasunlas
amwgﬁmmﬁﬁﬁ@iawawﬁm%’ﬁﬂuamﬂm Iddayaninargewiananingionnia tul w.e.
2573, 2583 way 2593 ImstiTa:gJaU?mszmuiuamﬂmﬁmsmzmaLLUU Lognormal 34
manzauianansathdeyalulflunsesnuuunsusssivsyfuseauaiionnelusuanls

nMsepnuuUNsNsssIUsEAufe AMuuaUsinadumussRuiivssiusmunls (Strike
Level) 157@@1"1’71' 1,419 faduns Ardulvunenuie (Tick size) Winfu 2,418,73 UNABNAALUAS
Usinaniwusiuluewian U e, 2573, 2583 uag 2593 fidwiniu 1,538 1,320 way 1,822
fodiuns mudiiy Andedseiufinumsnsgvidseiusoasdessneduiu 33599 vndels
51.01 uwsisld waz 997.23 uwisels muaddy Weiansanmsanaudssiintunuin wn
\nensnsUsERUSY nsusTaiiasiUssansnmanmudssainseldldsesas 9.55 Sewaz
7.59 wagsesay 7.02 M1uaIu e Table 2

Table 2 WII Policy Design Based on Rainfall Index for Rice Production in the Northeastern and Climate

Change Risk Reduction Simulation

Weather index = Total rainfall Option Type = Call Option
Strike Level, S; (mm.) = 1,322 Tick Size per Index Point, V; (THB) = 3.51THB/mm.
Risk-free Interest Rate, r (%) = 5.0 Rice price in 2021; (THB/kg.) = 7.94
Year 2021 2030 2040 2050
Total rainfall
1,469.00 1,425.89 1,791.68 1,5686.52
(mm.)
Expected
insurance
) 243.24 235.92 151.02 177.25
premium
(THB/rai)
Insurance
premium
20291 319.6082 48.53 289.43

(Present value
(THB/rai))

MseRnLUUNSUsEAUSEmUAvTaIN1Ad S UNISHARYIIVRIUSENALNY
159U Auasen Useiass 25591a8n W wazaugd tneys




Risk Reduction
Performance No Yes No Yes No Yes No Yes
(RRP)
Expected
Income 2,301.92 2,255.57 2,341.92 218145  2,341.92 2,539.08 2,341.92 1,817.28
(THB/rai)

Income

. 100,012.49  93,359.62  100,012.49 90,456.4 100,012.49 92,412.22  100,012.49  92,982.47
variance

RRP (%) 6.65 9.55 7.59 7.02

d5Uduaznisaiusena

n1seenkuunsusITlUsEiudenudvilaamailud w.e. 2564 nsal@nwidmsunia
arFuosndoaunie awisaannnudesinsiols lasesas 2.39 waznsusssivsyiudy
ﬁm%"uammmLﬁmmﬂmamzmmaamﬂﬂ?{wuﬂmaquﬁmmﬂ‘[,uau’mm AUTZANT AN
anaudssnTeldlasesas 8.01 fedoray 11.98 MsoenuUUNSHEIHUTER U LR

Usuaidulul w.e. 2564 fUssansnmiiaiusnanmnuideaainsiels wsevas 6.65 way

a

ﬂiﬂﬁiiﬁﬂ5zﬁ’uﬁaéﬁw%’uammmLammﬂmaﬂizmﬁuaqﬂmﬂ?ﬁmwmaquﬁmmﬁ‘luamﬂm
flusgansnmanmudssanseldsevas 7.02 Aedovar 9.55 futumsusefudoazaiunsa
anAudsvessgldvonnuasnsluswianld HadannansiseivseiiuniseAUsefiaag
Fnile il

1.n1seenuuvdsziudeatuaviiannia \Junislddeyaanineiniadeundun
ApTrinazeenuuUNITUsEAY 89 Oseood & Shirley (2012) ldlausininaunsenves
%@gaﬂ%mmﬂfﬂNuuazqmmﬁuwaymmLamizawnﬁ]unm 25§14 30 U WJuanuinnie
AUSUUsEIMANEINAIL Laztafvuasnisitduseiudneay Call Option @0ARRRIAUNANITINY
284 Jin et al. (2005) ﬁaqﬁdwﬂﬁﬂsxﬁuﬁ’amummLﬁammwuguﬁmdaulmjﬂaqf‘ﬁ’umm
Fomeasenimanisaifefithssdusunss winsUssfufedulaniwerniawuudygdens
satheenuuualddmiuimamaniisuusatos wu Usinashsuliifisane dHeuseiusuy
FuduagdesumsfigaiaudemeluiuiileSusaulnumauny nsusefumudadanin
omAsaideldU3udunsUSmMsINNAIISUsSEAULUUR LY

2.M5nnuasIaaUsEiudenufsionideinid GdelauSeuninniinisuseiu
fonauuusaiy fusemardiemaulnmunudemnoHananiAnT LaNan eI ue
nsuseAumUATan neIna ﬂﬁf\hm’ﬁmzlai??uasjﬁumamﬁmﬁﬁua%q Feavann1sAIuIanTg
PaLNanaULNULaridalenaRaviAnsunsIensiassa (Moral Hazard) nMsidenuuulsiia
Uszaad (Adverse Selection) iasannansifiouviomaulnudieaunudaioinefinnad
Tudayeyr (Musshoff et al., 2011)

3. nsanaudeslaenisldnisussiudeausaiionna famsSeuiiouselsaes
dvuseiufefugilivihussiude wuindiviussfuseziannuulsunuvesnelifosnin
3 fun15anAILEB99INENINOINIATOLATATNT LATARAIIUAUNIUYDINANEALAZ AL
wUsusauresselainensns (Kusuma et al., 2017)
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4.015U5AUABULUUTAAIINANINDINIA LNBATNTANNITOAUNALALATIFARULDILG
18 1ndeyavoansugnioinelussduiui Ssamumiouvosainaninerma danudidny
110 (Musshoff et al., 2011) Fafendastuanuidssiiugiu (Basis Risk) Aiflnaidesonsueusy
nsuseiudvtianimeneluyssinaidaimun

5.A21088A9NYaeN5lUsEAUAY Ing Tadesse et al. (2015) syyinnsvitseiuniy
dudlanmemaiidaasldfunsiau wasduitmsfifaudululdiazandldaesunis
Jamsvesiguianagldnmadrfagnéiiudusensldaningeenasaluifazdioudiym
nstufinanwernia daiugemsiainaniweinmannsuegdewineluiiufiazdaudfy
061984 Dslusuanizuiaeaarannsaiisdeyasnmginefuasgumgiindedoundslily
weUndiaturasnumins Alddeandunienislunseseaeuiuduanimernmaidudiuges
FvinUseiulasSuUseiu

6.n3viUsERui asauaguisAvAnassdandoudu FuldSuamudouniniu
dosnlunananuasiiamudesiivarnansuassausaiuiy msisuuasandauls
VANPUANINDINTA TINTWUUTUUTOUITUSAUANINEINA kagLrsNITAIAURAUNAYRIEN N
o1mAkazfofivR dedpsaannuianudilefednuuranuiuasseiumuguns e ARt
sufdlenafiazfntuetseiiesiivnionansenuienianisinums (Benso et al., 2023) &
fegansusyusefiunanusvdnuanudsandefitionfoudauarusinauin nduly
(Kapsambelis et al., 2019; Shirsath et al., 2019) Wazn15UTEAUAUNINAANATHAIUAIL
L?%mmﬂqmmﬁﬁﬁﬂLLazquﬁu”Lﬂ (Guo et al,, 2019)

7.unumanuiauianiaigienvulunistuisunisussiusenuduidainia ns
ponuuUdyaUsziufsmusuiennaiigumiesorfomaluladimvtuas uinnssuds
a1ty Sududesfitusinvianinguasionyu Tneniasgiunumlunisiusesnmninaes
Fyauarlinisaduayuiiazdagandunu iWiulonmanisidhfmainuseduss msvgigy e
nsfdunng uazamssgaimdsBulunisdiiuns (Carter et al, 2014) fatilosninnis
Usgiufomanisinens 1uduindidudeslalld uazdesendensiseuiainuszaunsailuein
Fafldodain 2 Usgns Ao maddsuntammamaluladvinliuszaunisalnndeneluefng
anuuanAafuilionalidugruvandmsutagtuld uarmsuseiusemudviionniaiisean
nsUseiudelagnss idadnnudemeldlaonss uinsuseiudemudviifudnvuznis
Usziumudemedusing (Correlated Risk) inwnsnslianunsaldguanundsmeifuves
pueaziiloutuduteyasadald Clarke & Wren-Lewis (2013) Feflenuszuumsusefuse

£ o ]

AnuevieInIAINTuszUUNITUSE AU F R0 AU 9l uTad 39d9901RBALTILT 09N

Y

o a Y
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v Y
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