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Effect FactorsRisk

Lower yields and loss of 
income

Adverse weather, pests, diseasesWeather

Lower prices and loss 
of income

Market forces inside and outside the country; local 
and international supply and demand

Price

Loss of assets and 
income 

Disease, weather, theftLivestock

Loss of incomeIllness, death, injuryLabor Loss of incomeIllness, death, injuryLabor

Uncertain cash flowHigher than anticipated input costs, length of 
production cycle linked to inflation risk, lack of access 
to and high cost of credit, cash flow problems

Financial

Changes in costs, 
higher taxes

Regulatory changes, both inside and outside the 
country, affecting the costs of inputs, production, and 
exporting.

Regulatory

Weather Risk and Price Risk have the most significant negative impact on the

incomes of agricultural producers in lower income countries
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�!��armers  access to finance, but also access to crop insurance if they are to 
bring meaningful transformation to farmers.  There are a number of options that farmers 
can be offered in the agriculture ranging from livestock insurance and crop production 
insurances. In crop insurance there are a number of options again which one has to 
consider and these are traditional insurances (single peril insurance and multiple peril crop 
insurance), area yield index insurance and weather index insurance.  
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In agriculture insurance government and private sectors have to make decision on whether 
the insurance should be run at micro, meso or macro level. Every level has got its own pros 
and cons   however the micro has a direct impact on smallholder farmers. However the 
greatest challenge in designing and implementing agriculture insurance is how efficient and 
cost effective the insurance cover is.  Weather index insurance is gaining popular in 
developing countries as opposed to traditional insurance and area yield index insurance. It 
is the preferred insurance by many because of its reduction in transaction costs. The 
reduction in basis risk, a feature that is unique in agriculture insurance is also an incentive 
to the insurance company 
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