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Introduction

In recent years, the insurance industry in Iran has seen the emergence of
private insurance companies, which has created competition to gain a higher
position in the insurance market. It is clear that one of the basic issues in
insurance science is determining premiums, because one of the most important
sources of income for insurance companies is premiums that are collected
through the issuance and sale of insurance policies in different fields such as
fire, freight and cars.

Material and methods

In this paper, Bayesian and expected Bayesian (E-Bayesian) estimation of
premium with exponential claim size is considered. After calculating the
premium using the Heilmann principle, its Bayesian and E-Bayesian estimates
are obtained under three priors of hyper-parameters. The formulas of expected
mean square error (E-MSE) are provided. A Monte Carlo simulation is
conducted for comparison of E-Bayesian estimators of premium. A real
example is presented for illustration of the results.

Results and discussion

Through a simulation study, it was observed that an E-Bayesian estimator
constructed with prior density function m; (@, 8) = 2(c — 8)/c? has a lower
E-MSE and as a result, it has a better performance compared to other
estimators. The real data set of insurance claims payment in the field of
accidents in 15 years was examined. The results show that there is a good
agreement between the results obtained from the data and the simulation.
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