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Agenda

Pilot rationale and lessons from a
development agency perspective

The PULA model and lessons from a private
Insurer perspective

Description of the algorithm developed and
validation process

Open discussion
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1. Pilot rationale

A PULA-CGAP collaboration

@ CGAP



CGAP’s financial innovation for smallholder
families

Goals:

* Improve understanding of smallholders’ demand for
financial services through 6 nationwide surveys
(Tanzania, Mozambique, Nigeria, Uganda, Cote d’lvoire
and Bangladesh) and 3 financial diaries (Tanzania,
Mozambique and Pakistan) between 2013-2015

« Translate demand-side insights into market impact by
working with financial services providers

@DCGAP



Why we focused on Nigeria and AYI

Pests/ 3404
disease of smallholders

are the most say agricultural
common shock Insurance is
at 64% most needed
Incidence Insurance

26% 1% 61%

own a phone,
yet less than 1%

have a mobile
money account

of smallholders of smallholders
are financially are insured in
included any form

@CGAP *Source: CGAP national surveys of smallholder households _
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The CGAP-PULA collaboration

Experimenting with the use of satellite data to reduce the limits of AYIl (cost and
logistics) was considered worthwhile given an established market, reliable partners to
access accurate yield data and distribute the product, and interested insurers and re-
insurers. Also, Pula is a regional player with capacity to replicate if successful.
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Lessons from the learning journey

Modify your « The focus on predicting individual yields with satellite

data was problematic. A broad consultation led to focus on
predicting average yields for payout within a larger area
insured (Agro-Ecological Zones).

guestion as you

learn

« Farm-level yield data is key. Aligned partner incentives
ensure accurate yield data, but biased towards good yields.
Pilot investments included the search for poor yields to
improve algorithm. Free satellite data performed well so
preferred over private data.

Satellite data is
not an issue

 New aggregate of area insured with common yield
distribution significantly reduces (not eliminates) the
number of CCEs, and thus logistics. As CCEs data
iIncreases, the yield sampling requirements further diminish.
Now applied in both Kenya and Nigeria.

« Engage the commercial insurers and re-insurers in the
analytical process to ensure proper understanding and buy-in,
as they are ultimately the underwriters of risk. Pilot able to
convince MunichRe.

Algorithm is as

good as the
Insurers believe

@DCGAP
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)
JUIFAD

Masing 1 rund peopek

i N sy
» Livww Capeane
sucd Dwvrde gt

d

FMO

. MetLifercuncation

.

ey
" | ——

scdpe

l?‘” l -_’\U‘ l |’\'|\l\ \.//// :\-;L-'.::; :u,.l'm‘l-t
UATES fevndarisn \ 7 BALLG SVILUPPO

Global Affairs

i THE WORLD BANK
" Canada

T RO e M

i~

KUICA- 5oz

mOosteroond
foamnadaton

% Norad

giz

+
Y ! Amirsiies Geserrereet
TSR TET Dpertwes of Fervegn Asbes snd Trode

CHi Fourdation

gl

lraws: Iw

B Europesn

KFW Jl|== & ummsmmo

OVIN

@IFC

I UOERRICSMINISTORICY



