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This publication is brought to you by the “Developing Disaster Risk Financing Framework and Parametric
Insurance in Fiji" project, jointly implemented by the Climate Change and International Cooperation Division
- Ministry of Economy, Government of Fiji, and the UN Capital Development Fund (UNCDF). The project is
funded by the India-UN Development Partnership, which is administered by the UN Office for South-South
Cooperation.

The UN Capital Development Fund (UNCDF) that makes public and private finance work for the poor in the
world’s 46 least developed countries (LDCs). UNCDF offers “last mile” finance models that unlock public
and private resources, especially at the domestic level, to reduce poverty and support local economic
development. UNCDF's financing models work through three channels:

(1) inclusive digital economies, which connects individuals, households, and small businesses with financial
eco-systems that catalyse participation in the local economy, and provide tools to climb out of poverty and
manage financial lives;

(2) local tfransformative finance, which capacitates localities through fiscal decentralisation, innovative
municipal finance, and structured project finance to drive local economic expansion and sustainable
development; and

(3) investment finance, which provides catalytic financial structuring, de-risking, and capital deployment to
drive SDG impact and domestic resource mobilisation




Strengths

Beneficiaries of the climate and disaster risk parametric microinsurance product

have welcomed the initiative as a means of faster and sustainable recovery of their
farmlands and other assets in the aftermath of a natural disaster. The consensus among
beneficiaries is the need for farming communities to invest in insurance products that
offer protection against cyclonic damage and devastation from natural disasters.

The beneficiaries noted that the parametric
microinsurance product was designed as a safety
net for disaster recovery and financial relief. The
product is a perfect example of anticipatory
action for disaster risk reduction in the Pacific,
proactively safeguarding families and property
before disaster strikes. It complements savings
scheme with the partner aggregators or a bank
account for rainy days.

Beneficiaries indicated that personal investments
in their farmlands were substantial and natural
disasters were one of their biggest fears since
they received no compensation for damage
and were largely left on their own to recover.
Previously, agriculture and livestock farmers

had to tap info personal savings, lease money,
loans and government assistance to recover

the losses incurred during a natural disaster or
fropical cyclone. Some would even resort fo
unregistered lenders or loan sharks offering liquidity
at exorbitant interest rates.

These findings are corroborated by multiple UN
Capital Development Fund studies that reveal
how farmers in the Pacific expose themselves to
potentially debilitating financial risks just fo recover
from a natural hazard. It is envisioned that the
parametric insurance product will reduce their
dependence on such risky means by providing an
immediate injection of funds post-natural disaster.

Beneficiaries also agreed that quick access to
cashflow was a selling point in their decision to
sign up for the product, in addition to the quick
furn-around in claims, minus delays and excessive
red tape. The beneficiaries did admit their
knowledge of financial literacy and insurance
products in general were fairly limited, especially
with regards to new concepts/products, but
through their involvement with the parametric
microinsurance product, awareness is improving.
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They expressed appreciation to the aggregators
and project coordinators for rolling out awareness
programmes at grassroots and community

levels as this had improved their understanding

of the benefits and risks of the parametric
microinsurance product. Besides English, the use
of vernacular languages (iTaukei and Fiji-Hindi)

in farming communities also contributed o the
increased knowledge and understanding of the
parametric microinsurance product.

For marginalised farmers such as women and
people living with disabilities, the parametric
microinsurance product and associated
awareness activities have increased financial
literacy and knowledge fo assist with decision-
making. This includes teachings on sustainable
business practices as well as financial literacy

in terms of setting up a budget for their farming
business and increasing savings and investment
portfolios through insurance packages to mitigate
disaster risks and related damage to crops and
property. The feedback from the field is that the
awareness activities should be ongoing.

Beneficiaries had also noted that recovery efforts
and assistance in the past after a natural disaster
was often slow and this was one reason that they
opted for the parametric insurance product.

The yearly premium of FJ$100 ($US50) was also

a welcomed, with many of the beneficiaries
indicating an interest to renew after the pilot
period.
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Most of the beneficiaries favoured the affordable
premiums, while some expressed a wilingness

to pay more for other insurance products

not yet covered under the pilot parametric
microinsurance product. The easy payment
opftion of directly receiving funds into bank
accounts or mobile money wallets (Vodafone
M-Paisa or Digicel My Cash) of beneficiaries

was an added convenience and a welcome
initiafive.

For the beneficiaries, one of the biggest
takeaways from the initiative was a sense of
independence of not having to rely on a handout
mentality or waiting on government or donors to
assist after a disaster. Re-living past experiences,
the beneficiaries recalled the long wait to apply
for assistance outside the Ministry of Agriculture
offices in their districts, only to be turned away or
told to wait a few more months before seedlings
and financial aid could be provided.

Beneficiaries surmised that investing in an
insurance product was one step fowards being
self-sufficient during fimes of uncertainty. Many
had indicated securing insurance cover for
their farmlands made them less anxious about
cyclones and helped them sleep better.



Challenges

Beneficiaries echoed the concerns of aggregators regarding the need for insurance
developers to consider other forms of damage caused by natural disasters, such as flooding,
rather than restricted to wind and rain damage only.

They noted that besides flooding, there is no
cover for drought-related loss, even though it

is potentially a heightened risk due to climate
change. Like the aggregators, the beneficiaries
noted that product affordability, range, diversity
and versatility would ensure sustainability as there
are farmers inferested in insurance cover for other
natural disaster risks that affect their livelihoods
and business.

The location of farming communities in flood-
prone areas also contributed to suggestions from
beneficiaries to expand the product offering to
other forms of natural disasters such as flooding
and drought. Other beneficiaries recommended
insurance products for farming tools and heavy
machinery as these would help small-scale
farmers get back on their feet after a natural
disaster.

For these products, the beneficiaries expressed
willingness to pay higher premiums for insurance
products that covered larger expenses,
investments, and risks. A handful of farmers in the
lower income bracket suggested a review of the
FJ$100 (US$50) per annum premium as COVID-19-
related impacts had made it difficult for them to
meet the costs, even though it stood at less than
FJ$2 (US$1) per week.

As this was a pilot project with many obvious
benefits, the beneficiaries felt its strengths and
weaknesses could only be fully measured after

a natural disaster. Some others felt there was

no benefit to them if there were no natural
disasters in the year, but an understanding of
how insurance worked meant that majority of the
beneficiaries had considered this before signing
up for the pilot project. Natural disasters are an
ever-present risk and the beneficiaries agreed
that it was better to be prepared than be caught
unawares and suffer ifs full brunt without any
financial protection.

In ferms of awareness programmes and
educational materials, the beneficiaries
suggested increased/ongoing awareness about
insurance offerings, particularly in the two maijor
vernacular languages — iTaukei and Fiji-Hindi

— through regular ground visitations targeting
the heavily populated farming areas. Like
sentiments shared by partner aggregators, most
of the beneficiaries were noft fully conversant

in the English language and suggested future
information and awareness frainings be
conducted in the vernacular languages.
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Opportunities and Summary

Beneficiaries noted the huge potential of digital technologies for rural farmers and dwellers.
Beneficiaries also suggested the use of digital spaces and the media fo create conversations
and communicate the benefits of the parametric microinsurance products. Many farmers
had electronic gadgets, mobile phones and devices to access and share information online
for learning, especially with the assistance of the younger family and community members.

Beneficiaries also noted that the product did not Moving forward, beneficiaries believe more
cover all farmers affected by a natural disaster. awareness on the product offering, financial

The farmers who fell outside the radius of the eye literacy and insurance in general would go a long
of a cyclone would be ineligible for financial way in attracting more members to the scheme.

assistance. The feedback from the beneficiaries
indicates the need for a broader eligibility criterion
in terms of both the radius and the types of
damage covered by the product. The farmers
who are not covered represent potential new
clients to increase the overall premium pool,
provided a suitable product can be designed o
suit their needs.

The “Developing Disaster Risk Financing framework
and parametric insurance in Fiji” project is
implemented by the UN Capital Development

Fund and the Government of Fiji. The project is
supported by the India-UN Development Partnership
fund administered by the UN Office for South-South
cooperation

Some beneficiaries viewed farming as a family
affairin that each member of the household also
conftributed to the day-to-day operations. Thus,
suggests were made for insurance schemes to
include covers for funerals and benefits for the
families of the insured. Elderly farmers were also
keen to have insurance products for those in the
60-70-year-old bracket. Some beneficiaries also
raised the possibility of insurance cum investment
schemes that ensure some returns from the
premiums, disaster or no disaster.
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