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About DHAN Foundation

Development of Humane Action (DHAN) 
is a grassroots action agency working 
with poor 

Purpose

•Mothering of development innovations

•Promoting institutions to reach scale

•Human Resource Development

About DHAN Foundation…

• Works with 0.7 million poor 
families across 11 states in 
India

• Currently working with around 
180000 farming families as part 
of Tank-fed Agriculture and 
Rainfed Farming programs

• Has been taking up insurance 
related interventions since 1997



Local level Impacts of Climate 
Change (CC) on Farmers- Evidence

CC is not a new phenomenon; farmers in 
India have been facing rainfall and other 
climate factor change for some time now.

The worst affected are the rainfed farmers.
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Impacts of climate change is location 
specific

• Though climate change is happening 
everywhere, it affects each location 
differently. 

• So the local level impact also varies 
across the locations. 

• A climate change vulnerability study 
in five places by TERI also found 
that, not only the impact is location 
specific, but also the vulnerability.

Changes in rainfall pattern across three locations in Tamil Nadu
Source: ACEDRR research study, 2008
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Consequences

• Increase in frequency of loss- both 
partial (yield loss) and total crop 
loss

• Large scale increase in fallow land 

• Milch animals and plough animals 
were sold due to fodder scarcity 
and those families were not able to 
buy again



Coping efforts

• The conventional coping efforts 
include shifting sowing season, 
changing crops/ varieties and 
diversifying to tree crops, livestock 
and off farm works. 

• But these coping mechanisms are 
not sufficient and are not available 
to all the affected farmers

• Loss of livelihoods and migration

Prediction for future

Increased uncertainties in rainfall -
irregular onset, drought spells, high 
intensity & un-seasonal rainfall events, 
and reduction in rain (in some places) 
are general predictions

� increasing vulnerabilities in rainfed
areas

Piloting Mutual Crop Insurance-
Experience of DHAN Foundation

Concept of crop risk management in 
DHAN Foundation

• Risk management is an integral part in 
development of farming livelihoods

• Insurance will be effective only in 
combination with other physical, 
biological, financial and diversification 
risk management measures
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• Building upon farmers’ own practices

Mutual Crop Insurance

• Mutual crop insurance is a 
‘process based’ insurance 
mechanism, built on time tested 
mutuality practice in the farming 
community

• It is owned by the insured 
farming community, and 
designed and managed by the 
wiser farmers from the insured 
farming community



Why DHAN went for Mutual Crop Insurance?

• Started with weather (deficit rainfall) 
insurance through insurance company

• The main problem faced was ‘basis risk’, 
due to, 

1) variation in rainfall between villages and 
the reference weather station –IMD station 
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2) The weather insurance product for 
Groundnut could not reflect the “pattam”
effect
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Why DHAN went for Mutual Crop Insurance?...

• Insurance companies were not able 
to meet the location specific needs 
through customized policies on a 
micro scale
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Why DHAN went for Mutual Crop Insurance…

• To meet the location specific needs

• To increase effectiveness of Deficit 
Rainfall Insurance through reducing 
‘basis risk’

• Housing design, implementation 
and decision making with the local 
community and there by increasing 
their ownership and awareness

• Mutuality concept was in harmony 
with our concept of community 
owned and run organisations

Inspiration and Support for this initiative

• DHAN Foundation was impressed 
with the experience of mutual crop 
insurance in Netherlands. 

• The training and technical support 
given by Mutual Insurance 
Association of Netherlands (MIAN) 
and financial support and back up 
guarantee support given by Eureko
Re were instrumental in initiating 
mutual crop insurance.



Community organisation (CO) for livelihood 
enhancement and risk management- RFDP
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Rainfed
Farmers 

Association

Uzhavar
groups        

(UK)

Rainfed
Farmers 

Federation
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Mutual
Insurance 
Committee
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Organizing people leaders for insurance

• A Mutual insurance committee (MIC) 
is formed at the federation level

• The number of members in MIC is 
around 15 to 30

• The generic roles of this committee is 
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• The specific roles will vary depending 
on the product

Profile of Piloted products

•Mutual Deficit Rainfall Insurance

•Mutual Pest Insurance

•Mutual Crop Income Insurance

Mutual Deficit Rainfall Insurance-MDRI
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An insurance product which uses 
rainfall data during different stages 
of the crop period as a proxy for 
assessing the rainfed crop yield 
loss. 

 ���! Cotton, Maize, Blackgram, Paddy
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MDRI for Maize at Tirumangalam 2008-09

• Insured Period :  15-45 days after sowing (i.e.)
Flowering and Vegetative stages

• Benefits :   Maximum of Rs.2000 per acre

• Villages covered :   Villages around Sengapadai, 
Vellakualm & Thummanayakkanpatti

• Sowing date :   August 30- Rs.367
& Premium :   August 23- Rs.524

:   September 13- Rs.210

• Rainfall required : Not less than 60mm

• Rainfall received :   Vellakulam 20.5mm, Sengapadai 49mm

• Compensation : Rs. 2000 per acre 

Mutual Pest insurance-MPI
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MPI is a product in which the 
farmers are indemnified based on 
actual losses due to specified pest 
attack, on which farmers do not 
have control

 ��� : Blackgram & Cotton

&��� : Red hairy caterpillar

"�#��$�%���� : 2

Mutual Crop Income Insurance-MCII
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MCII is a product in which the 
farmers are indemnified based on 
actual loss in income, with loss 
assessment and price monitoring 
done by wiser farmers from the 
community

 ��� : Groundnut
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Mutual Crop Insurance as an 
adaptation strategy for CC

• The role of insurance in adaptation to 
climate change is gaining ground at 
various levels  

• The study by TERI found that policies 
that are designed to fortify current 
coping capacity also have the power 
to strengthen long-term adaptive 
capacity. This is best exemplified by 
measures such as crop insurance



Parameter Mutual Crop Insurance Conventional 
insurance

Product 
design

Customized at micro scale:
Reflects the need of  the members, 
which is very specific to the location.

-Which crop in that year?
-Which issue in that crop?
-How to measure the issue?
-Unit size?
-Cost of production or gross income?
-Norms for inclusion and exclusion
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Generic and large scale:  
Offers a single 
standardised product for 
a large geographical 
area. 

Product 
evolution

Very dynamic; The learning from one 
year of piloting MIC becomes input for 
design in the next year, as the 
decision is with the farmers

Low flexibility and top 
down in nature

“ Mutual Crop Insurance” over “ Conventional Crop Insurance”
as CC adaptation

Parameter Mutual Crop Insurance Conventional 
insurance

Other critical 
“process 
outcome”
advantages,
like that of 

“decentralisation”

Awareness generation on the issues

Not so

Collective and individual action 
for prevention 
E.g. Plough animal purchase for 
timely sowing, Support by their 
association thro’ a specific loan 
product
Capacity building on risk 
management

Empowerment of local farmers in 
the long run
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“ Mutual Crop Insurance” over “ Conventional Crop Insurance”
as CC adaptation…

In essence…

• Mutual crop insurance has the 
potential to serve as an important 
CC adaptation strategy for 
enhancing the livelihoods of small 
rainfed farmers 

• It empowers them to address the 
risks they face on a collective basis 
in the manner they want 

• It has potential to improve the 
awareness of farmers on CC and it 
is expected that this will help them to 
make informed decisions at 
individual farm level over time

Way forward
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But the prerequisites for MCI are:
•Effective community organization
•Effective insurance education 
•Effective design of customized products 
•Support for reinsurance

It will be possible only if all the 
stakeholders work together and do 
their roles in a complementary way.



Way forward…

State:
• State has obligatory role
• Can support by investing in 

• Insurance education

• Data infrastructure like rain gauges

• Capacity building

• Transfer of learning

• Can cover the extreme risks events, 
leaving out moderate risks to farmers

• Bringing favourable regulatory 
framework

• MCI can become an effective and 
cheaper ex ante measure

Way forward…

Development Organisations
• Promoting viable CBOs
• Taking up insurance education
• Serving as facilitator 

The insurance and agriculture 
research Institutions

• Technical support for evolving 
effective customized products

• Involve in piloting

Way forward…

Insurance companies
• Technical support
• Can serve as reinsurance 

agencies

Donor agencies
• Supporting insurance education 

and capacity building
• Supporting pilot projects
• Supporting transfer of learning

Way forward…
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