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Abstract

The broiler chicken industry is closely linked to the development of rural areas. In insurance contracts,
objectives such as improving welfare and increasing production in farming units are prioritized in insurance
policies. However, policyholders’ incorrect understanding of the purpose of insurance has led to inefficiencies in
achieving these important goals. This study evaluates the effectiveness of insurance in improving the welfare of
broiler poultry production units through increased output in rural areas of Fars Province.The rural areas of Shiraz
County in Fars Province were selected as the study region. Using a systematic stratified sampling method, 56
insured and 41 non-insured production units were chosen, and data were collected in 2023. To assess the impact
of insurance, the production functions of insured and non-insured units were analyzed using Ramsey’s test to
identify structural changes in the models. The results revealed that insurance did not shift the production
function but reduced its slope. But health and medical expenses are reduced by 23 percent. Also, the R2 value in
the unconstrained production function is equal to 0.893, which indicates that 89 percent of the changes in the
dependent variable are explained by the independent variables in the model. Under these conditions, insured
units incurred higher costs for chicks and feed but reduced expenditures on health and veterinary care. This
outcome can be attributed to the presence of moral hazard in poultry insurance. Consequently, it is recommended
that insurance contracts incorporate conditions mandating compliance with minimum health standards and offer
premium discounts to units with favorable health records. Additionally, active monitoring and the classification
of damages should be implemented to clarify responsibilities and the insurer’s share of compensation, ensuring
transparency in the process.
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