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Market Opportunity
How can mobile index based insurance 

change the lives of small holder farmers on 

a commercially viable model?

3
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The global opportunity for mobile 

index based insurance in agriculture

Rainfall variation is an increasing global 

challenge for smallholder farmers

4

Å Research suggests that marginalised small-holder farmers will 

be negatively impacted the most from climate change in 

developing markets as their ability to adapt to volatile climatic 

conditions may not be sufficient to overcome the magnitude of 

future hazards.

Å The changing climatic conditions present a multi-faceted set of 

issues for farmers across the agricultural cycle, from planting to 

pest and disease issues, and up to the harvest stage

Å One critical area of concern for the farmer is germination which 

is intrinsically impacted by changing patterns in rainfall

Micro insurance & mobile technology present a 

way to mitigate against weather shocks

Å Index based micro insurance could be used by the farmer to 

cover small amounts of land (e.g. half acre farm) for a small 

(micro) premium (e.g. ~$2).

Å Such a small premium is made possible by replacing key 

features and transactions of a traditional insurance model with 

technology based solutions:

V Use satellite weather data to determine the damages to a 

farm ïreduces cost of in-person farm visits

V Use mobile technology to locate, register, and pay farmers 

(via mobile money) ïreduces cost of sales teams and 

payout distribution mechanisms

There is always 

uncertainty in farming, 

when there isnôt enough 

rain you can lose 

everything

Farmer, Embu ïKenya

Rainfall

Challenge

ñ
ò

Index insurance is a relatively new 

but innovative approach to insurance 

provision that pays out benefits on 

the basis of a predetermined index 

(e.g. rainfall level) for loss of assets 

and investments

Index Insurance Forum - GIIF

ñ
ò

What is 

index based 

insurance?
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Mobile micro insurance is evolving, 

but agriculture services lag behind

The space of mobile insurance services has 

been maturing
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Å Within the broader industry of mobile based micro insurance 

services targeting the Base Of the Pyramid (BOP) users, the last 

few years have seen a steady rise of live deployments, the majority 

based in Sub-Saharan Africa ïthe GSMA is now tracking 100 

deployments world wide

Å As of June 2014, the industry had issued more than 17 million 

mobile insurance policies, representing the annual growth of 263% 

Å Many services are integrated with and led by mobile operators 

(56%), and are in partnership with 3rd party implementing 

partners and insurers with specific micro-insurance expertise 

(64%)

Å However, most insurance in this space covers life or health, under 

10% of services tracked offer agricultural insurance

<10% 
of these services 

are in agriculture

Source: GSMA MMU state of the industry report, MMU product trackers

56%
of mobile insurance 

services led by 

MNOS

Buté

Number of live mobile insurance employed ïDec 2014

17m
Mobile insurance 

policies issued 

(June 2014)

64%
Of respondents with mobile 

insurance services operate 

through partnership with 

specialist providers

Low
given the proportion of 

developing world 

population working in 

agriculture
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ñInsurance is sold not boughtò, which 

models can the agri space learn from?

Micro insurance faces a challenging barrier
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Å Micro insurance (spend now, get pay out later) is a harder sell than 

micro credit (get money now). In particular, micro insurance product 

customer awareness is low and providers must invest heavily in 

customer education to explain how insurance could benefit them

Å Many services are using innovative techniques to overcome the 

barrier in customer education and uptake. The service examples that 

have reached óscaleô (e.g. services that have provided more than one 

million policies) appear to take one of two strategies:

V Loyaltyïprovide free insurance cover in return for loyalty (e.g., 

airtime use ïcustomer spends more than a set amount per 

month)

V Freemium - basic level of cover free to customers in the hope that 

some will voluntarily upgrade and pay for more comprehensive 

cover once the benefit is understood

Two successful models have emerged in the micro-

insurance space and are starting to gain traction

Source: GSMA MMU, Mobile money state of industry report 2014

Credit
A bank advances money 

to customer

Immediately

Attractive

Insurance
Customer advances 

money to insurance 

company

Not Immediately

Attractive

of the services reaching scale have been 

pioneered by specialist solutions providers 

and use ñloyaltyò or ñfreemiumò models All 5
Commercial model for mobile insurance employed ïJune 2014

How can micro-insurance players in 

the agriculture space learn from and 

adapt these successful models?
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Kenyan market in focus ïthe maize 

micro insurance market opportunity
The Kenyan market is a good target for mobile 

micro insurance services for agriculture sector   
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Maize is produced by the majority of Kenyaôs small 

holder farmers, with more than 2 million hectares of 

Kenyaôs land under maize cultivation,average 

consumption of Maize provides more than one third of 

an individualôs daily caloric supply.*

Many farmers experience failed germination due to 

unpredictable weather. Changing rainfall patterns & 

drought risk mean seed selection is top of mind for 

farmers

The Kenyan market has a high proportion of unique 

mobile subscribers (42.53%)** and offers the ability to 

integrate mobile insurance based products into a 

mature mobile payment system, which has strong rural 

reach, and an existing base of customers whose 

technical literacy with mobile money is high ïthese 

are optimum conditions for an Agri MFS (Mobile 

Financial Service) to scale quickly

We estimate the total addressable market for farmers 

who buy Maize seeds, and could be targeted with 

bespoke micro insurance service to mitigate against 

weather shocks at +7 million farmer households***

Kenyan farmers 

frequently experience

failed germination 

due to 

unpredictable 

weather

Without 

insurance 
they often end up 

planting low quality 

seed which limits 

harvest & income

*Source: CGIAR Research Program on MAIZE 2014 & FAO, 2011

**Source: GSMA Intelligence, 2014

***Source: M4D Impact & Altai analysis ïassumptions based on households involved in Maize production, and conservatively assume one buyer per household

+7m
Addressable market of 

Kenyan farmers buying 

Maize seed products who 

could be targeted with 

micro insurance

Maize 

central to 

livelihoods

Failed 

germination 

an issue

A mobile 

ready 

market

Large 

addressable 

market
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Can a tough insurance sell be 

replaced by a loyalty incentive?
A model which focuses on loyalty for 

agribusinesses, and reduces the barrier to 

customer adoption by increasing affordability, is 

based on similar logic to existing scaled services

8

Å Maize seed companies aiming to respond to farmer needs 

increasingly offer "drought resistant seedò, and ensure 

their brand and reputation is top of mind for farmers ïbut 

just as MNOs have issues with customers churning 

between networks, seed companies must fight to 

differentiate their products and keep customers loyal

Å The successful loyalty based model (typically applied to 

mobile network operators) can be applied to seed 

companies who face similar challenges ïi.e. in return for 

loyalty, the farmerôs insurance premium is paid for by the 

agribusiness, which reduces one key barrier to adoption 

Last year I bought 

Pannar, but I saw Duma 

at a field day and they 

said it can mature in just 

75 days. I will try Duma 

this year

Farmer, Kitui

?
How can seed 

companies keep 

customers and build 

loyalty around their 

brands?

Insurance
Seed company 

advances money to 

insurance company

Immediately

Attractive

No upfront 

insurance sell 

for farmers 

needed..

+ 

Seed Company 

sees valuable 

return to their 

business

Insurance
Customer advances 

money to insurance 

company

Not Immediately

Attractive

Insurance a 

tough sell for 

farmersé

Model 1 Model 2

(above) Various seed varieties shown
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Our study evaluates an agri service 

that explores this óloyaltyô model
We examine a mobile based index insurance service offered by Acre Africa that explores the model of 

partnering with a mobile operator and an agribusiness to deliver insurance for farmers

9

How is it 

working in 

practice?

How does the 

service work?

How can it 

be made 

sustainable?

How can it be 

scaled and 

replicated?

Insurance
Seed company 

advances money to 

insurance company

Immediately

Attractive

No upfront 

insurance sell 

for farmers 

needed..

+ 

Seed Company 

sees valuable 

return to their 

business

Model 2In focusé.
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Agricultural micro insurance 

ïa case study

We examine one service & how it should 

ideally work for farmers, seed companies, 

and mobile operators

10

2
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How does the service work?
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The germination fails after 21 

days without rain

Compensation sent to farmer 

via mobile money if no 

sufficient rainfall in location

Farmer can purchase 

seeds, replant, and 

harvest in the same 

season

The Insurance Provider gets 

farmer location from location 

based service system and 

monitors satellite imagery for 

that location 

Opens bag during planting, finds 

registration card inside

Sends unique SMS code 

to short code

At the start of crop season 

farmer purchases a bag of 

insured seeds

Key farmer actions

Purchase
V

Register
V

Replant

V

A flow of the farmers ideal 

journey is briefly 

summarized for Acre 

Africaôs given mobile 

insurance serviceé

Farmer prepares for 

beginning of season

Total Cost for 

Farmer

= The price of one 

SMS
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There are key actors aside from the 

insurance provider & farmer

Agrovets

Farmers

Seed 

Company

Mobile 

Network 

Operator

Micro-

insurance 

provider

Who are 

they?

Why are 

they 

important

?

Who are 

they?

Why are 

they 

important

?

Who are 

they?

Why are 

they 

important

?

Individuals

Organisations

They are local merchants 

selling agricultural 

products to farmers, e.g. 

seeds, fertilizer, etc. There 

are thousands of these 

small business owners 

across Kenya

They are present at the point 

of sale when farmers 

purchase seeds.

They are best positioned to 

educate on the insurance 

product

They produce and distribute 

maize seeds to the Kenyan 

market. They have a vested 

interest in reaching and 

adding value to the lives of 

farmers

They seek relationships with 

farmers & explore ways to 

increase the value of their brand

On this model they pay the 

insurance premium on the 

farmerôs behalf

They have an established 

relationship with the farmer 

and a well known brand, in 

addition to the 

communication network to 

reach the customer

They seek to strengthen 

relationships with farmers

On this model they provide 

critical components that 

facilitate reduction in 

insurance cost
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The service must fit into existing 

farmer behaviors & routines
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Preparing the land

Buying 

seeds

Pre-planting 

preparation

Wait for the 

rain/ 

Germination

Planting

Replanting

/gapping

Weeding

Applying 

top-

dressing 

fertiliser

Spray with 

pesticides

Harvest

Farmers are not buying seeds yet. At the 

end of the month when they have received 

money from their harvest they will all come

Agrovet, Embu

We wait for the 

weather 

forecasts to tell 

us the rainfall 

we can expect, 

and then we go 

to buy our 

seeds

Farmer, Kitui

After planting, I have 

done my part. Then I 

hope for the best

Farmer, Tharaka-Nithi

A week after the rains, I check to see if seeds  

have germinated. Along the lines that I have 

done, I know where the seeds are. Then I 

remove the weaker ones and add new ones

Farmer, Kitui
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In the ideal use case, key actions 

on behalf of the farmer are required
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Key farmer actions

Re-purchase
The farmer re-

purchases a packet of 

seeds of same brand 

after positive product 

experience

V
Pre-purchase
The farmer hears 

about the relevant 

seeds and the 

insurance servcie

V

Purchase
The farmer buys a 

packet(s) of seeds 

from their local 

agrovet

V

Replanting
If there is no rain, the 

farmer is paid in time 

with mobile money to 

buy new seeds and 

replant

V

Register
The farmer registers 

by sending SMS to a 

short code at time of 

planting

V

1

2

3

4

5


