
HOW INSURANCE INCENTIVIZES 
Drought RESILIENCE

Pastoralists in the Horn of 
Africa faced challenges of 
• Low productivity
• Financial exclusion
• Recurrent drought 

shocks jeopardizing 
livelihoods and livestock.

Resilience through 
financial services:
• Savings to help 

cushion the day-to-
day challenges

• Insurance offered 
by the private 
sector for more 
severe shocks.

HORN OF AFRICA – De-risking, Inclusion and Value Enhancement 
of Pastoral Economies (DRIVE) Project – Implemented by ZEP-RE 

KAZAKHSTAN
Parametric Drought 

Insurance for Farmers

Outcome
• Better drought preparedness, smarter 

planning and more resilient agricultural 
systems.

Drought Resilience Investments:
Benefit-Cost Ratios (BCR)

Investment Measure

Key Takeaways
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What It MeansTypical BCR 
Range'

*Source: World Bank , various publications.

Drought-
tolerant crops

Significantly reduces crop failure and 
total losses from drought.3:1 - 11:1

Irrigation & water 
management

Reduces water stress and 
associated damages.

3:1-7:1

Watershed 
restoration

Stronger ecosystems result in lower 
losses over time.

4:1-11:1

Climate-smart 
agriculture 4:1 - 44:1 Among the highest-return investments 

for saving lives and reducing losses.

Resilience through value 
chains and trade facilitation:
• Upgrades infrastructure to 

meet international 
standards

• Established a facility to 
de-risk private investment 
in the livestock value 
chains.

Impact examples:
• To date, the project has reached 

3.5 million pastoralists and 
dependents 

• Since 2022, payouts were 
triggered 6 times against droughts 
providing cumulative US$18.2m 
to about 180,000 policy holders 
in Somalia, Ethiopia, and Kenya.

More resilient farmers and 
pastoralists mean fewer 
claims and lower costs

Lower expected losses
Insurers charge typically 

less for lower risk

Lower premiums Greater insurability
Broader coverage

Shared value
Insurers and insureds 
benefit from reduced 

financial impact

Sustainable land 
management 1:1-7:1

Reduces land degradation and 
improves productivity and household

INSURANCE REWARDS RESILIENCE INVESTMENTS

Premiums reflect risk.  The 
lower the expected loss, 
the lower the premium.

More resilient crops 
and livestock make 

them more insurable.

Greater resilience 
leads to fewer losses.

The result is faster 
recovery & stronger 

communities.

• Uses remote sensing and ground data to 
monitor soil moisture at national scale. 

• National geo-information platform 
enables data-driven decisions for 
agriculture.

• Data is provided throughout the season 
and in real time. This enables farmers to 
react before losses occur, thus 
enhancing resilience.

• Parametric insurance pays out 
automatically when drought indicators 
exceed pre-defined thresholds, 
providing timely liquidity to farmers.


