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KUDU DIGITAL PLATFORM

INDEX-BASED CROP & LIVESTOCK INSURANCE

In Uganda, AMA Innovation Lab researchers are building sustainable, private-sector solutions to many of connectivity issues that have
plagued African food markets. A collaborative team of ICT entrepreneurs, economists, computer scientists, and agri-business professionals
are working together at the nexus of technological innovation and information economics to pioneer novel solutions to age-old problems
of market efficiency. Their research is testing whether a high-tech digital trading platform called KUDU can successfully reduce
transactions costs and improve access to markets for smallholders, so that farmers get better prices for their crops, consumers
better food prices and food actually gets from farms to tables.

Why Insurance for Development?
Decades of evidence around risk and development indicates that risk
1) makes people poor by reducing incomes and destroying assets, and
2) keeps people poor by discouraging investment and distorting patterns of asset 				
accumulation

COUPLING RISK MANAGEMENT & DT SEEDS
Much research has been done to create seed varieties that better withstand climatic stresses like droughts and floods. AMA Innovation
Lab researchers have gone a step further and asked the question: Does the provision of an index insurance contract that manages
extreme drought events - when Drought Tolerant seeds fail - improve uptake and strengthen the impact of a stressresistant seed technology?
Running an intervention in Tanzania and Mozambique, researchers are testing the complementaries of these two these technologies. Stressresistant seeds tend to fail under extremely adverse events, whereas index insurance does not. This creates a natural complementarity
between seed and financial technologies. It is this bundling innovation that may enable farmers to mitigate a much broader swath of risk
than ever before.

EMERGENCY LOANS

Index insurance as a development tool derives its power from its ability to relieve a
fundamental problem of economic development, namely the costly coping strategies that
can make and keep smallholders poor. Index insurance can truly protect farmers but
only when crafted and implemented responsibly. AMA Innovation Lab researchers
have been working for many years, across many countries, including Peru, Mali,
Burkina Faso, Ghana, Kenya, and Tanzania, to devise quality standards and
innovative methodologies for improving index insurance products. What has
emerged is a sophisticated understanding of what works and what does not.

		

Because of its track record of success, for
example, the AMA Innovation Lab is now
partnering with Mission to bring insurance to
maize farmers in Nepal and dairy farmers in the
Dominican Republic

The Index-Based Livestock Insurance project is a longstanding program that has had remarkable results strengthening resilience and
economic viability of pastoralists in East Africa. IBLI provides index-based insurance to pastoralists in drought-sensitive regions in Northern
Kenya and Southern Ethiopia. These contracts are based on an easily observable index that is correlated with, but not identical to individual
loss. In this case, the index measures vegetation density using satellite technology to
After IBLI payouts following the decimation of
predict livestock losses. This mechanism saves significant costs over conventional insurance
the 2011 drought, insured households were
33% less likely to reduce meals
mechanisms while still protecting households against the worst consequences of adverse
50% less likely to sell assets, and
climatic shocks.
33% less likely to rely on food aid

Farmers face myriad risks - recurrent floods and droughts are an increasing concern now. When farmers are unprotected against these
disasters, they often take other costly steps such as selling their remaining assets, reducing education and health spending for their family,
or reducing food consumption. These costly coping strategies often pass poverty on to their children.

Plans for scale: Building on the research success of IBLI, the Government of Kenya recently
launched the HNSP-2 (Hunger Safety Net Program) and KLIP (Kenya Livestock Insurance Program) programs in an effort to redress
chronic poverty in the arid and semi-arid reaches of that country. This is powerful evidence that the research done by the AMA Innovation
Lab can impact the development agenda on a very large scale.

SHORT-TERM “SMART” SUBSIDIES

In this project, AMA Innovation Lab researchers are working together with BRAC and IRRI partners in Bangladesh to design and offer a
portfolio of risk-handling instruments to smallholder farmers and rural inhabitants. In particular, a new innovation targeted at those on the
cusp of poverty is being tested. For reliable borrowers, emergency contingent credit is being made available. This Emergency Loan is
designed to offer clients an avenue to access additional financing in times of distress while also allowing them to maintain good
standing with the microfinance institution. In this way, the financial and agricultural technologies will create layers of risk management for
vulnerable farmers and rural populations and hopefully prevent a backslide into deeper poverty.

Farmers in sub-Saharan Africa today use approximately 85 percent less fertilizer on their crops compared to farmers in other developing
countries, leading to a vast yield gap between what is possible and what farmers are actually harvesting. With climate shocks increasing and
entrenched poverty in the region, the persistent failure to adopt fertilizer is a major roadblock standing in the way of farmers trying to
increase productivity, secure more sustainable livelihoods.

BRAC, the microfinance partner for this research, currently provides financial services to 5.5 million borrowers, educational services
to 1.14 million children, and sanitation services to 25 million people, in 11 countries, including five Feed the Future focus countries
(Bangladesh, Haiti, Liberia, Tanzania, and Uganda). If the financial innovations tested in this research continue to prove successful, they have
the potential to be immediately promoted at scale.

Findings from a long-term study in Mozambique reveal that a temporary input subsidy
had long-lasting impacts beyond its end, not only on technology use and yields,
but also on household economic well-being, assets, and savings. This small
amount of targeted money, used smartly within the market system, changed behaviors and
encouraged learning in the longer term.

WHO WE ARE
The Feed the Future Innovation Lab for Assets and Market Access identifies and supports innovative agricultural economic
research and promotes those projects that empower the vulnerable to sustainably rise up out of poverty.

Averaging results for the two years following the
subsidy, the impacts of fertilizer use persisted,
showing a 48% increase in fertilizer use on all
crops.

Plans for scale: Our research indicates that temporary input subsidies
are effective and eliminate the need for the budget-busting permanent
subsidies that many Sub-Saharan African countries commonly use. With
temporary subsidies, farmers still receive support to mitigate the financial
risk of experimentation, which in turn induces learning and the continued
use of new technology after the subsidy expires.

Through a pioneering toolbox of financial, behavioral, and informational innovations, the AMA Innovation Lab strives to better
understand the roadblocks that stop farmers from adopting new innovations, even when they are locally available, and works to
Building
on
this
research,
the
Government
of
Uganda
is
rolling
out
design interventions to close yield gaps, increase productivity, secure more sustainable livelihoods.
a temporary “e-voucher” program called the Agriculture Cluster
Investigations into index insurance packages, flexible savings and credit programs and temporary input subsidies are all proving Development Project (ACDP), which will provide subsidized farm inputs
to add significant value to the lives of those struggling to carve a way out of poverty.
to nearly 10% of Ugandan farm households by 2022.
RESEARCH PORTFOLIO BY COUNTRY
Bangladesh: Building Resilience and Assets for Food
Security in Bangladesh (UC Berkeley)
Burkina Faso: Demand and Supply Constraints to
Improved Sorghum Technology Adoption and their
Gender-Differentiated Effects (Michigan State)
Dominican Republic: USAID Climate Resilience and
Index Insurance Program for Small Farmers (UCD)
Ethiopia: Innovations in Index Insurance to Promote
Agricultural and Livestock Development (UC Davis)

Ghana: Disseminating Innovative Resources and
Technologies to Smallholders in Ghana (Yale)

Kenya: Evaluating the Socio-economic Impacts of
Western Seed’s Hybrid Maize Program (UC Davis)

Ghana: Promoting Adoption of Improved Production
Kenya: A Productive Safety Net for Northern Kenya’s
Technologies among Smallholders in Ghana via
Arid and Semi-Arid Lands (Cornell)
Coupled Credit and Insurance Contracts (Ohio State)
Kenya: Tailoring Contract Farming to Smallholders:
Haiti: Household-Level Impacts of System of Rice
Experimental Evidence on Enrollment Impact,
Intensification (SRI): An SRI intervention (UCD)
Insurance Provision, and Communication Technologies
(Stanford)
Haiti: A Quasi-Experimental “Post- Mortem” Study of a
Discontinued Insurance Product in Haiti (Columbia)
Malawi: Smart Subsidies to Promote Peer Monitoring
of Conservation Agriculture (New York University)
India: Selling Insurance to the Informally Insured (Yale)

Mexico: A Multiple Interventions Approach to
Increasing Technology Adoption with a View Towards
Scaling-Up: Evidence from Mexico (UC Berkeley)
Mozambique: Bundling Innovative Risk Management
technologies to Improve Nutritional Outcomes of
Vulnerable Agricultural Households (Michigan)
Mozambique & Tanzania: Achieving Development
Impact with Complementary Seed and Financial
Technologies (UC Davis)

Nepal: Crop Insurance and Village Insurance Savings
Accounts in Nepal (UC Davis)

Senegal & Uganda: Complementarities of Training,
Technology, and Credit in Smallholder Agriculture:
Impact, Sustainability, and Policy for Scaling-up (George
Tanzania: Rural Livelihoods and Institutional Reform in Washington University)
Small-Scale Fisheries in Tanzania (U. San Francisco)
Uganda: Building Market Linkages for Smallholder
Tanzania: Evaluating the Effect of Site-Specific
Farmers in Uganda (UC San Diego)
Soil Information on Farmer Input Choices and
the Relationship Between Poverty & Soil Quality
For more information:
(Columbia)

Tanzania: Communication, Search, and Mobile Phones:
Nepal: Evaluation of the Welfare Impacts of A Livestock A Telephone Directory Intervention (Washington)
Transfer Program in Nepal (U. of Georgia)
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