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Present scenario

• Continued demand-supply gap
– Demand for food

• Growing population, changing diet, urbanization, shift to bio-
fuel

– Supply of food
• Constrained natural resources and conditions, shrinking

labor force, low inventories, severe weather events

• Governments intent to increase production
– Intensified agriculture production
– Rebuilding grain inventories



Role of crop insurance

• Risk transfer/ management solutions to
protect the production and financial risks
of farmers
– protects farm income
– increases investments/ production
– aligns production incentives
– raises awareness about of mitigation
– encourages investment in agricultural efficiency

• Supports shift from subsistence to
commercial farming

• Supports risk governance



Governments’ perception of crop insurance

• Shift from ex post (post-event) ad-hoc
financing to ex ante (pre-event) risk
financing

• Developed markets: Strongly support
farm-based agriculture insurance through
premium subsidies

• Emerging markets: Commission and
support the implementation of insurance
schemes and alternate distribution
channels



Agriculture insurance premium

In 2011, global agricultural insurance premiums were estimated at  $ 23.5 billion.
Around $ 5 billion was generated from emerging markets (62% by PR China and India).



Different forms of crop insurance

• Indemnity based crop insurance
– Named peril
– Multi-peril



Different forms of crop insurance
• Revenue insurance

– Covers yield and/or price drop during growing period
– Requires a representative reference future exchange



Different forms of crop insurance
• Index insurance

– Use of an index for loss settlement in lieu of on-farm
assessment

• area-yield index (average yield per geographical unit)
• weather index (rainfall, temperature, ...)
• remote sensing index (e.g. NDVI for crop)



Comparison of different forms of crop
insurance



Issues for scaling up

• Socio-economic developments
• Agriculture practices
• Infrastructure
• Government policies
• Structure of insurance programs:

– Type of coverage (compulsory/ voluntary)
– Players (Government, private, or both)
– Government support (ex post vs ex ante)
– Kind of product



Key challenges

• Supportive policy and regulatory frameworks
• Credible high quality data
• Crop insurance awareness
• Alternate distribution channels
• Affordability (cost efficient business models)
• Consumer protection



Policy and Regulation and Supervision

• Can be potent
drivers of demand

• creating the
necessary
preconditions for
developing crop
insurance and
influencing the
operating
environment of the
industry

Also threat
Price regulation

Policy /
regulatory driver

Insurance
Penetration

Market Liberalization +

Tax (tariffs) on crop insurance -

Tax incentives for crop insurance +

Premium subsidies +

Price regulation +/-

Compulsory crop insurance +

Introduction of public insurance +/-

Regulation of (re) insurance +/-

Introduction of alternative
delivery channels

+



Regulatory issues with index insurance

• Legal Risk
– Legal risk can be difficult to mitigate
– Difference between common law and civil law

frameworks
– Determining Insurable interest
– Application of indemnity principle

• Regulatory risk
– Provisioning and reserving
– Alternate delivery channels



Willingness to pay decision

Willingness to participate
 Household wealth
 Risk attitudes
 Product Literacy
 Basis Risk

Willingness to Participate

Willingness
to Pay

Willingness to pay
 Other risk coping mechanisms

• Savings
• Borrowings
• Diversification
• Community based risk
pooling

 Trust
 Affordability

Only residual risk is transferred



Overcoming the challenges
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ParticipationParticipation
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effectiveness
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effectiveness

Risk based
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Government
support



Evaluating options to prioritize action
Adapted from Global Assessment Report on Disaster Risk Reduction 2011

Risk prevention Insurance Emergency
relief/ aid

Loss averted

$

Cost per unit
of benefit



The way forward

• Alternate crop insurance arrangements
• Public Private Partnership

– Commercial viability
– Ensure adaptation measures address

vulnerability
– Nature of engagement is important

• Elaborate desired adaptation outcomes

• Meso level institutional arrangements
• Technology
• Microinsurance


