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Agricultural Weather Index Insurance (AWII) plays important role on
smaller farmers by reducing the difficulty of estimating claims caused by
traditional agricultural insurance based on actual disaster losses. AWII could
avoid moral hazard and adverse selection causing by information asymmetries.
Taiwan’s AWII premiums and coverage could not meet the actual demand of
farmers, and result in the low acceptance of AWII. In addition, the current
AWII policies have also carry out huge insurance claims by insurance
companies in Taiwan. More accurate estimation of temperature and rainfall
will help improve the design and clause of AWII, and contribute to wider
adoption of AWII.
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