Quotation from Drought Index Insurance Stakeholders

Farmers.

Mrs Quent Mukhwimba of Ukwe association said “Are you going to expand this project to other crops such as maize, seed maize or tobacco?. With access to finance to buy certified seed, our chance to get a good yield is not far off. Please expand this to other crops and do not limit the acreage as you have done in the pilot. It is good to note that in case of severe drought I do not have to worry about paying back loans in addition to looking for food to feed my family. In future I hope to send my children to school with income from this project”  

With a big smile on his face, Mr lungu of Chigonthi association said “This project will have very positive impact on our household incomes. We have been given certified seeds which means the yield will be high. This will allow us to get more money to by hybrid seeds for other crops. I urge all beneficiaries to take good care of the seed so as to get maximum yield. Drought is being catered for by this insurance but there is still a lot that we have to do to ensure that the crop yields the best.”

Insurance Association of Malawi – Ben Kautsire

“ Our attempt to access the commercial farming community through Hail insurance was short-lived as the product was unsustainable due to lack of support from the farming community. Drought index insurance is a real breakthrough, as it does not only avail the potential for re-accessing the commercial farming community, but also accessing rural farming folk who need it most. The fact that claims are settled based on weather station data removes both moral hazard and assessors’ fees making the administration of the product easy.

As an industry, to ensure portfolio diversification, we would want to see this product expanded to include more crops and more areas around the country .We are very excited to be part of the first successful weather index pilot test launch in Africa. We hope insurers in our neighbouring countries will also adopt this high technology product. We would want to extend our appreciation to the World Bank for the technical assistance afforded us through their local consultant.”

Said Mr Ben Kautsire, the liaison person for the insurance association of Malawi.

National Smallholder Farmers Association of Malawi (NASFAM)- Duncan Warren, Crop Production Director.

“Drought is one of the major risks in rainfed agricultural production. In the

event of a drought the farmer may face low yields, or even total crop

failure. If the farmer uses production loans, he/she may not be able to pay

for the loan. While the farmer may be granted reprieve through another loan,

but he/she still has to pay the previous loan, and hence has double the

liability. The Drought Insurance Pilot Project has offered an option so that

he/she will be covered by the insurance and will not face the distress of

having to pay two seasons' loans in one year. 

“A further advantage is that by covering the risk of drought, the

microfinance institutions will be more ammenable to providing loans on

otherwise risky crops, hence more farmers will have access to microfinancing

While at the moment it involves groundnuts, the program has up and

outscaling implications on other crops such as maize, paprika, tobacco and

soya.” Said Duncan Warren , Crop production director, NASFAM.

OIBM COMMENT

Ken Appenteng Mensah had this to say,

“When we were approached for the first time to pilot this project with NASFAM our initial response was a mixed feeling. Though it was positive we were uncertain. Uncertainty because we were going to be exposed to rural farmers with whom we had no previous experience; and also because it was going to be a drought-based insurance.

“But the fact that this was the first time such a project was going to take off the ground and the fact OIBM is all about innovations, we took the first step to accept the challenge of embarking on a typical rural outreach. This caused excitement and consequently the commitment to make it work.

“So far our experience with the farmers in this project is more than just financing but more importantly fulfilling. It is a very exciting initiative and we look forward with eagerness the success of the whole project. We think we are now better positioned to handle replication in other parts of the country in future.” 

MRFC

Mr SWM Soko , Manager agriculture ,of Malawi Rural finance Company commented “We believe crop drought insurance  is a very good development and should be encouraged  or supported.

Our reasons are:

1. As Lender

· The risk on loss of capital diminishes.

· The reduced risk is likely to result in more customers being encouraged to borrow from MRFC thus increasing  lending volumes.

2. For borrowers  

· The burden from borrowing diminishes because the insurer will take care of the sum borrowed and that is a big relief.

· It will allow subsequent borrowing 

· No hustles of rescheduling

· Only current obligation in subsequent year.”

