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Disaster Risk Financing Solutions for 
Climate-resilient Livelihoods in the 
Agricultural Sector

Session 1: 

Index Insurance and the 
State of Global Evidence 
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Structure of Webinars

Total of 4 Factsheets & 
90-minute Webinar for 
each Factsheet

Completion Certificate:
Participants need to attend 4 webinars 
and complete a short survey/quiz.

Different guest speakers
Q&A: Please share your
questions via chat

Participants will have an opportunity to
obtain "Certificate of Informed 
Policymaker” from the World Bank on
successful completion of following criteria:
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A brief history of index-
based livestock insurance, 

the state of global 
evidence on its impact 

and implications

Climate-responsive 
financial products and 

global evidence on 
strengthening climate 

resilience

Lessons learned from 
index insurance programs 

across the micro, meso
and macro levels

The latest technology 
for agricultural 

insurance and finance

What will the four webinars cover? 

1 2 3 4
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Session 1: 

Index Insurance and 
the State of Global 

Evidence 
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Olivier Mahul
Practice Manager, Crises and 
Disaster Risk Finance, WB

Opening 
Remarks
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Lara Evans
Social Protection Advisor, USAID

Introduction 
Remarks
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Qhelile Ndlovu
Financial Sector Specialist, Crises 
and Disaster Risk Finance, WB

Quick Recap of the 
previous series and 

3 Key Messages



Deep Dive into Agricultural 
Insurance

1 2 3 4
Choosing the Right 

Financial Instrument
Managing Risks to 

Agriculture
Introduction to 

DRFA

S
E

S
S

IO
N

Introduction and Use
of Data

Structuringa Financial 
Protection Scheme

Role of Government in
DRF for Agriculture

Index Insurance

5 6 7 8

Recap of Knowledge Exchange Part 1
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3 Key Messages from the Previous Series 

Key message 1: 

There is wide range of 
market-based solutions 

that correspond to 
different levels of risk 

and population 
segments.

Key message 2: 

Digital technologies have 
helped agriculture insurance 

evolve,  enabling index-based 
insurance and making it more 

affordable and accessible; 
however,  basis risk remains 

a challenge.  

Key message 3:

International experience shows 
that delivering solutions at 

scale requires public-private 
partnerships (PPPs) to 

sustainably address market 
failures effectively and 

sustainably.
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KM 1.2. Market-based financial solutions can complement informal mechanisms and are more effective 

in building resilience to shocks when part of a comprehensive risk management strategy.

Reduce 
consumption

Remove 
children 
from school

Default 
on loans

Plan for 
migration

Risk pooling
(peers, family 

members)

Informal 
lending

Crop 
diversification

Savings
in livestock

Sharecropping 
/ Using 
self-help groups

Water resource
management

Insurance
(indemnity 
and index)

Credit Risk sharing 
(input suppliers, 

wholesalers)

Formal
savings

New 
technology

Improved 
seeds

Credit
guarantee

Contingent 
credit

Labor
diversification
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INFORMAL MECHANISMS MARKET BASED SOLUTION

High/
Catastrophic
Risks

Moderate
Risks

Low
Risks

Nonspecific
Risks

Harmful Coping Strategies



• Very few assets; no 
land

• Paid labor
• Very vulnerable to 

climatic Shocks

• Large Farm units
(5Ha; 4% of HHs)

• Access to credit
• High levels input use 

Produce for sale 
Multi Peril 

Crop Insurance
(MPCI)

Named peril
Crop 

Insurance
(NPCI) Index 

Insurance

Commercial
Farmers

Semi- Commercial
Farmers

Small Subsistence
Farmers

Social Safety-Net Programs:
Government purchases  insurance on 

behalf of pre identified producers

• Medium and small-
holder farmers
(1 - 5Ha; 38% of HHs)

• Some assets
• Some access to credit
• Part consumption / 

part sale

• Very few assets
(< 1Ha; 58% of HHs)

• Subsistence farming 
• Very vulnerable to 

climatic shocks 

Landless Laboring 
households

Credit
(long-term  

finance 
and 

guarantees)

Savings
and

Payments

Micro-Credit

Risk finance instruments Target Segmentation

KM 1.3. One size does not fit all: No single financial instrument is adequate to manage the risks; 
instead, households require integrated financial services based on their risk profiles.
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3 Key Messages from the Previous Series 

Key message 1: 

There is wide range of 
market-based solutions 

that correspond to 
different levels of risk 

and population 
segments.

Key message 2: 

Digital technologies have 
helped agriculture insurance 

evolve,  enabling index-based 
insurance and making it more 

affordable and accessible; 
however,  basis risk remains 

a challenge.  

Key message 3:

International experience shows 
that delivering solutions at 

scale requires public-private 
partnerships (PPPs) to 

sustainably address market 
failures effectively and 

sustainably.



Index-based
insurance:

Newer Insurance type
Not based on actual loss or damage
Based on Predetermined index ( e.g., rainfall, 
soil moisture, windspeed, average yield)
No need of field inspection
Fast payout
More Affordable
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KM 2.1.  Agriculture insurance is a major DRFA instrument with ample global experience and a history 

of innovation from which to learn and continue to innovate.

Indemnity
insurance:

Traditional
Based on actual losses or damage
Need inspection to evaluate losses
High cost
Moral hazard and Adverse Selection



Predetermined threshold

Triggered

KM 2.2.  Index insurance helps to address the major challenges of traditional insurance, but the 

imperfect relationship between the actual loss and the index can create a significant basis risk 

for farmers
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Index-based
insurance:



Index  triggered Index not triggered

Affected 
by perils 

Not affected 
by perils 

KM 2.3.  Both downside and upside basis risk can damage trust in insurance, further depressing 

demand for and limiting the supply of agriculture insurance; however, technology development 

can minimize this basis risk. 
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Loss is covered  properly

Upside basis risk Normal yields 

Downside basis risk



3 Key Messages from the Previous Series 
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Key message 1: 

There is wide range of 
market-based solutions 

that correspond to 
different levels of risk 

and population 
segments.

Key message 2: 

Digital technologies have 
helped agriculture insurance 

evolve,  enabling index-based 
insurance and making it more 

affordable and accessible; 
however,  basis risk remains 

a challenge.  

Key message 3:

International experience shows 
that delivering solutions at 

scale requires public-private 
partnerships (PPPs) to address 
market failures effectively and 

sustainably.



KM 3.2:  Government support spans both technical and financial roles. Premium subsidies are the most 

common public intervention in both developed and developing countries. 
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Technical support for insurers 
(long run)

Data Outreach Risk Finding

Support for product design and 
development Enabling environment

Financial Support

Collect

Manage

Audit

Finance

Link to social 
Society nets

Subsidize 
premiums

Link to 
credit

Built 
awareness

Act as reinsurer

Promote coinsurance pool

Product development and 
pricing (short run)

Institutional framework

Legal framework

Consumer protection



3 Key Messages from the Previous Series 
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Key message 1: 

There is wide range of 
market-based solutions 

that correspond to 
different levels of risk 

and population 
segments.

Key message 2: 

Digital technologies have 
helped agriculture insurance 

evolve,  enabling index-based 
insurance and making it more 

affordable and accessible; 
however,  basis risk remains 

a challenge.  

Key message 3:

International experience shows 
that delivering solutions at 

scale requires public-private 
partnerships (PPPs) to 

sustainably address market 
failures effectively and 

sustainably.



Knowledge Exchange Part 1 available 

https://www.financialprotectionforum.
org/knowledge-series-strengthening-
financial-resilience-in-agriculture

Financial protection Forum RESILIENCE IN AGRICULTURE
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https://www.financialprotectionforum.org/knowledge-series-strengthening-financial-resilience-in-agriculture
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Christopher B. Barrett

Stephen B. and Janice G. Ashley Professor of 
Applied Economics and Management, Cornell 
University
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Michael R Carter
Distinguished Professor of Agricultural and Resource 
Economics, University of California, Davis & Director, 
Feed the Future Innovation Lab for Markets, Risk and 
Resilience
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Karlijn Morsink 

Associate Professor of Economics at the Utrecht 
University School of Economics 
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DRF Community of Practice & Resources
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Check out DRF 
resources @ Financial 

Protection Forum 

Join our Disaster Risk 
Finance and 

Insurance LinkedIn 
Group

Join our Community 
of Practice



6565

Time for Questions



A brief history of index-
based livestock insurance, 

the state of global 
evidence on its impact 

and implications

Climate-responsive 
financial products and 

global evidence on 
strengthening climate 

resilience

Lessons learned from 
index insurance programs 

across the micro, meso
and macro levels

The latest technology 
for agricultural 

insurance and finance

What will the four webinars cover? 

1 2 3 4
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Thank You
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