
	  	  

 
Fact sheet 

	  

Overview  

What	  is	  Kilimo	  Salama?	   Kilimo	  Salama	  is	  an	  insurance	  product	  protecting	  farmers'	  
investment	  in	  farm	  inputs	  (seed,	  fertilizer	  and	  chemicals)	  

against	  extreme	  weather	  risk	  (Drought	  or	  excess	  rainfall)	  
using	  solar	  powered	  weather	  stations	  to	  monitor	  rainfall	  

and	  mobile	  payment	  technology	  to	  collect	  premiums	  and	  
payout	  to	  farmers.	  

What	  is	  covered?	   Currently	  maize	  and	  wheat	  inputs	  are	  covered	  

How	  many	  farmers	  are	  insured	  under	  Kilimo	  
Salama?	  

In	  the	  2009	  pilot	  in	  Nanyuki	  200	  farmers	  were	  insured.	  

In	  the	  2010	  programme	  11,000	  farmers	  have	  been	  insured	  

so	  far.	  

Which	  areas	  of	  Kenya	  are	  covered?	   5	  areas:	  Western	  Kenya,	  Southern	  Nyanza,	  Uashin	  Gishu,	  

Embu,	  and	  Laikipia	  East	  

How	  many	  farmers	  have	  received	  a	  payout?	   In	  2009,	  all	  200	  farmers	  received	  a	  payout	  
In	  2010,	  so	  far	  136	  farmers	  receive	  a	  payout	  through	  

MPesa,	  with	  some	  contracts	  still	  ongoing	  

How	  much	  do	  farmers	  insure?	   Average	  for	  individuals:	  1800	  Ksh	  (22	  USD),	  total	  premium	  
for	  farmer:	  90	  Ksh	  (1.1	  USD)	  

Average	  sum	  insured	  for	  groups	  who	  insure	  their	  credit:	  
5120	  Ksh.	  	  

Largest	  sum	  insured:	  280,000	  Ksh	  (3500	  USD)	  

Smallest	  sum	  insured:	  33	  Ksh	  (0.4	  USD)	  

How	  many	  weather	  stations	  are	  used	  
currently?	  

30	  weather	  stations,	  each	  covering	  a	  micro	  climate	  of	  a	  
maximum	  of	  15-‐20	  km	  radius	  

How	  many	  agro	  dealers	  are	  currently	  

distributing	  Kilimo	  Salama?	  

54	  agro	  dealers	  are	  currently	  distributing	  the	  product	  

Who	  is	  behind	  Kilimo	  Salama?	   Kilimo	  Salama	  is	  an	  initiative	  of	  the	  Syngenta	  Foundation	  

for	  Sustainable	  Agriculture	  in	  cooperation	  with	  Kenyan	  
Insurer	  UAP	  Insurance	  and	  mobile	  telecom	  operator	  

Safaricom	  
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1. Why do farmers need insurance?	  

Weather risks define the lives of smallholder farmers. Good years are remembered for their adequate 
rains, while bad years are defined by droughts or other adverse weather conditions. Traditionally, 
farmers minimize investment in farming inputs in order to reduce their exposure. As a consequence, 
farmers remain in a vicious cycle of low productivity and poverty. 

Agricultural micro-insurance can effectively reduce the impact of severe weather as well as support 
increased investment in farm productivity. Insured farmers find themselves able to buy certified seeds 
and invest in fertilizer instead of planting kept seed and forgoing investing in soil nutrients. In the 
years following droughts, insured farmers are able to continue farming as before the drought, while 
their uninsured neighbours continue to feel the impact of drought until several seasons after the 
drought. Therefore, agricultural micro-insurance can have a real impact on food security. For this 
reason, developing affordable and relevant agricultural micro-insurance is critical. 

2. Index insurance is a method to insure farmers of any size. 

Farmers in Kenya generally do not have access to insurance for their farms since traditional 
agricultural insurance relies on on-farm monitoring of losses, evaluated through farm inspections. And 
since the transaction costs to insure one acre are similar to insuring a 200 acre farm, the premiums 
from the one acre farm would never cover the related transaction costs. 

Weather index based insurance offers a method to insure farms as small as one acre as well as 
larger farms by replacing costly farm visits with measurements from weather stations as the indicator 
of drought conditions.  

The weather stations measure the rainfall and these measurements are compared to an agronomic 
model specifying crops’ rainfall needs. If the needs are not met, all farmers insured under that station 
receive a payout. If the needs are met, none of the farmers receive a payout.   

3. Index insurance is a smart idea, but it is not yet a product for the masses. 

Since the concept of weather index insurance for farmers was developed, several pilots have been 
launched around the world (Mexico, Morocco, India, Malawi, Rwanda, Tanzania, etc.) However, in 
order to create an impact similar to that of microfinance, the foremost challenge is to reach 
sustainable scale. Only in India has a commercial insurer reached some scale, selling some 40-
50,000 policies per season. But even they consider that after five years they are still very much in the 
early stages of product development. 

Index insurance, in a way, needs to make the leap from the laboratory to become a product for the 
mass market.  

To reach scale, there are many barriers, four of which are addressed through Kilimo Salama: 

• First, affordability: insurance products need to be affordable for farmers, without reverting to 
subsidies.  

• Second, distribution networks: distribution channels relevant to smallholder farmers need to 
be identified and developed.  

• Third, administrative costs: administrative processes have to be streamlined in a way that 
costs are minimized while widely dispersed farmers are served. 

• Fourth, trust: micro-insurance is a completely new type of financial service to most of the 
farmers, not comparable to micro-credit. Farmers concerns must be addressed. 

• Fifthly, renewal, Farmers need to see a benefit to insurance even in years when they don’t 
receive a payout. By offering insurance training in combination with training on good farming 
practises costs of training and financial education can be reduced. Furthermore by offering 
farming advice through SMS farming practises can be improved cost effectively and farmers 
experience the benefits of insurance even without a payout. 

• Finally, weather infrastructure: investment in renovating automated weather stations that can 
monitor the local weather patterns and the related insurance contracts is needed. 
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Key features of Kilimo Salama  

3.1 Affordability: Kilimo Salama makes insurance affordable through partnerships with the 
private sector 

• In 2007, the Kenya FinAccess survey found that 69 percent of Kenyans find insurance 
generally unaffordable (FinAccess, 2007). While the cost of general insurance is perceived as 
high, the actual cost of agricultural insurance is indeed high: insurance is expensive when 
extreme weather events happen every 10 years.  

• Although extremely simplified, the price of agricultural insurance is determined by the 
frequency of the risk covered: if one loses all (100 percent) of his crop once every 10 years, 
an insurer will ask a premium of 10 percent at the start of each year for ten years so he can 
cover the 100 percent loss at the end of the tenth year when disaster strikes.  Furthermore, 
this price includes neither any transaction and distribution related costs nor any capital costs, 
which could quickly add another 3 to 5 percent. While this may be a ‘reasonable’ price to pay 
for full coverage, farmers in developing countries simply cannot afford this. In addition, cash 
constraints are the highest at the start of the season when inputs are bought and labor is 
hired to prepare the land. Unfortunately, this is exactly the time the premium would need to be 
paid. 

• Kilimo Salama makes insurance premiums affordable through innovative partnerships with 
agri-businesses: Input suppliers sponsor half of the premium’s price, leaving the farmers to 
pay 5 percent on top of the cost of the inputs.  

• Currently, Kilimo Salama partners are fertilizer company MEA, seeds producer Seed Co, and 
Syngenta East Africa as producer of crop protection products. Each time a farmer purchases 
the insurance, these companies match the premium contribution for their input. 

• This first-time premium sharing scheme for agricultural micro-insurance capitalizes on a joint 
interest between different parties: everybody has an interest in the farmer not losing income in 
case of adverse weather events but staying in business. Input companies suffer alongside 
their clients when rains and crops fail. Farmers simply do not buy products in the years 
following droughts resorting to kept seeds and no use of fertilizer or crop protection products. 
By offering insurance with inputs, farmers are now able to invest in improved farm inputs even 
after a bad season. As a consequence, insurance will increase farmers’ productivity and 
subsequently the country’s food security.  

 

 

 

 

 

 

 

 

 

Figure 1: Sample structure premium sharing arrangement 

 
3.2 Distribution networks: Kilimo Salama offers farmers insurance through a more relevant 
distribution channel: agro-vets and organised farmer groups. 

• Reaching out to farmers who live widely dispersed in rural areas can easily cost more than 
the premium for insurance. Establishing specialized outlets is no option; while distribution with 
loans limits outreach to those who take (or get) loans. 

• Kilimo Salama joins forces with the most dense distribution network that today reaches every 
farmer in Kenya: agro-vets, of which there are an estimated 8,400 in the country, form the 
backbone for distributing inputs to farmers. Often they also offer advice on farm management 
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or even provide credit. Since the farmer will already be visiting the stockist and spending 
money there, it is a logical place to buy insurance. 

• This year, there are over 50 stockists distributing Kilimo Salama in the five pilot regions in 
Kenya. This distribution channel is a first for agricultural micro-insurance and the only 
distribution channel that offers micro-insurance to all farmers.  

• For an agro-vet, distributing insurance makes sense as well: their revenue and turnover is 
closely related to the farmers’ performance. Without rain, a stockist’s turnover simply halts. 
When stockists are the ones providing credit to farmers, they find that when rains fail, their 
businesses are quickly in danger of bankruptcy.  

• Kilimo Salama is only offered by selected, certified and trusted stockists. This further 
promotes professionalism in the sector since it can increase the loyalty of the customer base 
of the stockists. 

3.3 Administrative costs: Kilimo Salama connects every sales point over an automated 
platform 

• To make the expanded and farmer-friendly distribution network through agro-vets possible, 
efficient and cost effective, Kililmo Salama has completely re-engineered the processes of 
how insurance policies are administered. 

• The backbone of the administration is a fully automated, paperless technology developed by 
the Syngenta Foundation. It uses mobile phones with tailor-made software as registration 
devices at the points of sale in the agro-vet shops and a central server that communicates 
with the points of sale over GPRS and with insured farmers over SMS. 

• This revolutionary use of mobile technology brings down transaction costs per insurance 
policy to as little more than the cost of an SMS (1 Ksh). In addition, it provides comprehensive 
real-time management information about insurance policies, premium cash flow management 
and contract monitoring. 

o In case of a payout, there are no claims processes. Instead, all farmers’ phone numbers 
linked to a weather station receive a confirmation of their payout via SMS and the payout is 
made directly via M-Pesa. This is direct and fast; it avoids the delays that are often seen as 
most frustrating about insurance. It also avoids that farmers have to travel far to collect their 
payout. Instead they receive the payments inexpensively and fast. 

 

 
Figure 2: Kilimo Salama Process 
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3.4 Trust: Kilimo Salama lowers entry barriers enabling farmers to try insurance and get 
familiar with this kind of financial service. 

• Focus group discussions with farmers, as well as the pre-test in Nanyuki in the 2009 long 
rains season, have shown that farmers generally do not trust insurance. When farmers were 
asked about their thoughts on insurance before there was a payout, many voiced a lack of 
trust, illustrated by the following statements: 

o I was 50-50 about insurance paying, as I had never heard of maize insurance before, 
and I have known insurance to refuse to pay claims. 

o After I received (insurance) training, we were told by our neighbours that we were 
being lied to. We are used to being lied to and I know that insurance people are 
normally fake. 

o Through training, I understood the benefit of covering my crop against drought. At the 
same time, I thought you were brokers and liars. 

• This finding is in line with the results of the 2009 FinAccess survey in Kenya. The challenge is 
therefore to develop a product that allows farmers to try out insurance and experience its 
benefits. Once they understand that they are not ‘being lied to’ they will be keen to insure their 
products, as they are very aware that the farming business in which they are involved is 
extremely dependent on the weather. 

• Enabling farmers to ‘try out’ insurance in a way that is relevant to them implies developing an 
entry-level product. During focus group discussions, farmers were given the choice of two 
products: one to insure harvests and a second to insure inputs. While some informed farmers 
chose to insure harvests, the majority of farmers chose to insure only their inputs. The 
explanation for this was clear: insuring inputs required a smaller upfront investment and 
allowed them to ‘try out’ insurance, essentially testing whether this would be worth spending 
money on. 	  

3.5 Farming advice through training and SMS to stimulate renewals 

• By combining trainings on insurance with trainings on good agricultural practises either 
through radio or through traditional field days and trainings farmers see insurance in a 
different light and see benefits even in the ‘good years’. We expect that this will stimulate 
renewal rates in years where the rains appear to be good. Some farmers reported that their 
‘Kilimo Salama maize performed better than their other maize’ as they had more knowledge 
of agricultural practises through the trainings.   

• Through the registration of the farmers Kilimo Salama collects information on the 
whereabouts of the farmers as well as their contact details. This enables us to send farmers 
on-time extension SMS messages throughout the season tailored to their crop. This will 
enable farmers to improve their farming practices and make the best of the rains in years 
when these are sufficient to grow a crop. 

3.6 Weather infrastructure: Weather stations are used for monitoring as well as tailored 
extension messages 

• The insurance uses automated weather stations to monitor the rainfall. Based on the stations’ 
measurements and a predefined formula of crop rainfall needs, payouts are made. This 
method of using weather stations’ measurement in combination with a predefined crop growth 
formula is often referred to as ‘index based insurance.’ 

• Completing the effort to implement Kilimo Salama required an investment in fully automated 
weather stations. 30 manual rain gauges in the five pilot areas have been upgraded with fully 
automated weather stations. These stations transmit weather data every 15 minutes using a 
GPRS connection operating on an A5 sized solar panel.  

• These weather stations ensure timely collection and reporting of weather data. Having these 
fully automated weather stations means that both the insurer and the international reinsurers 
can feel comfortable with the measurements being taken and can have the assurance that the 
data is available in time. The existing manual rain gauges cannot be used, as they are easily 
manipulated and time delays in reporting are common. 
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4. Institutional set up of Kilimo Salama 

• Kilimo Salama is launched as the first product under a joint partnership called the ‘Agricultural 
Index Insurance Initiative,’ by UAP insurance and SFSA.  

• The initiative is a three-year project to develop agricultural insurance products in Kenya and 
build them to become a sustainable product group for the Kenyan insurance industry.  

• The initiative develops products with agri-businesses committed to working with smallholder 
farmers under the Kilimo Salama product. In 2010, those companies are MEA Limited 
(fertilizers) and Syngenta East Africa (chemicals and seeds on behalf of Seed Co.).  

• The initiative’s mobile network and payments partner is Safaricom.  

• For training and selection of stockists, the initiative has partnered with the NGO AGMARK. 

Kilimo Salama’s design is based on the lessons learned from a pilot in Laikipia district, where several 
hundred maize farmers insured their farm inputs against drought in the long rains season of 2009. 
Following the drought that season, both weather stations showed that there was a payout and all 
farmers were compensated depending on the extent of the drought as measured at their weather 
station. The pilot was the first of its kind in Kenya. 
 
For additional information, please call:  
Rose Goslinga: +254 716 522 344 
Fritz Brugger: +254 721 489 575 


