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AGRICULTURE  
CROP                                                                                                                            
When you combine the challenges of farming 
and the complexity of crop insurance, it is 
perhaps not surprising that affordability is a 
major factor; the reality is that it often leads 
to farmers not taking out insurance and the 
perpetuation of the risk protection gap.  

Farming in South Africa is not an easy business. Some 
classify it wryly as a ‘calling’ rather than a way to earn a 

living. As evidence of the many challenges that farmers are 
faced with, consider that in the 1970/80s there were about 
150 000 farmers tilling our soil; today that number sits at 
roughly 35 000. 

Most farmers use their land as collateral to secure 
funding for the infrastructure and equipment necessary to 
sow, irrigate, harvest, store, and package their produce. 
Uncertainty around land ownership in South Africa reduces 
both their access to finance, and their willingness to 
invest. This sentiment is supported by findings in the 
Santam Insurance Barometer in which 50% of commercial 
intermediaries rank political unrest as their number one 
concern. 

Commercial and corporate entities identified the challenging 
economy as the number one risk. In particular, it is impacting 
the smaller, emerging farmers, many of who do not own the 
land they plough and are therefore unable to access finance 
and scale their operations. Further downstream, implications 
of the risk posed by low economic growth has been 
demonstrated by the financial difficulties experienced by 
the Land Bank, which has reduced the agricultural sector’s 
access to capital. 

The sporadic reliability of electricity and water supply is also 
problematic, and there is no guarantee around personal 
safety either.

However, the biggest challenge that farmers face is weather-
related crop risks. Farmers must deal with the threat of hail, 
flood, frost, and drought each season. In addition, climate 
change is causing structural shifts in weather patterns, 
forcing farmers to relocate some crops to better suited 
geographies, or be left to perish. Finally, while the COVID-19 
pandemic did not negatively impact crop production, there 
was a significant impact on the agricultural sector value 
chain. Furthermore, managing farm workforces in the 
context of lockdown restrictions and regulations increased 
the administrative burden and pressure on maintaining 
productivity levels on many farms. 

To be a successful farmer is to have the stomach to manage 
change and uncertainty. However, crop risk is the one threat 
that can be mitigated by using insurance and certain risk 
management practices.

Much like the underlying commodities being farmed, crop 
insurance has a seasonal element to it that makes it unique 
in the realm of general insurance. As the planting season 
approaches, premiums are collected from farmers that want 
cover. The insurer then takes on the risk exposure until the 
crops are harvested, often amid challenges including various 
premium payment options and with losses occurring before 
premiums are due. Managing this financial flow between 
premiums and claims requires deep technical expertise and 
a relationship with all stakeholders to ensure fair premiums 
and accurate claims assessment.

Gerhard Diedericks 
Head of Agriculture Crop 

PARTNERSHIPS ARE CRUCIAL 
IN CROP INSURANCE
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The primary challenge for the crop insurer is to diversify 
the risk so that they can provide comprehensive and cost-
effective cover. As an example, if we were to insure all the 
livestock in South Africa against severe cold, the premium 
would be much lower compared to a scenario where only 
a small number of farmers insure their livestock in the 
extra cold parts of the country where the mercury often 
dips well below zero, in which case the cost would be much 
higher. Effectively diversifying crop risk requires an intricate 
understanding of how each commodity will perform across 
the different regions given the prevailing weather conditions 
– there are many variables to account for.

There have been few out-of-the-ordinary crop losses over 
the past 18 months compared to previous seasons. On the 
positive side, we saw a substantial decline in hail-related 
claims and a very low occurrence of drought claims over the 
past couple of harvest seasons. 

When you combine the challenges of farming and the 
complexity of crop insurance, it is perhaps not surprising that 
affordability is a major factor; the reality is that it often leads 
to farmers not taking out insurance and the perpetuation of 
the risk protection gap.   

However, a very important principle for farmers to consider 
is that the cost ratio of insurance will reduce if their 
participation in the insurance pool is over longer periods 
rather than buying insurance only in years when potential 
losses are expected. The data we have suggests that 50% of 
the total crops in South Africa are 
uninsured in any given year.  

There are, however, some 
farmers that choose to self-
insure by building up reserves 
during the good years, so the 
50% of uninsured crops is  not an 
accurate reflection of the crops 
without any protection at all. 

Typically, it is the larger farming operations that take this 
route as they can diversify their risk, to some extent, across 
commodities and geographies. 
Farmers have a good 
understanding of their risks and 
some might have a strong enough 
balance sheet to absorb the risk 
of a lost crop. Due to this unique 
situation, farmers expect fit-for-
purpose insurance solutions to 
match their specific needs from 
insurers.

However, we believe the insurers 
and intermediaries that offer 
crop insurance have the tools, 
resources, and skills necessary to 
add value to the client no matter 
their size or level of sophistication. For this to manifest in 
a greater proportion of insured crops, and legacy thinking 
and practices that are no longer suited to the current 
demands that farmers face need to be replaced by stronger 
partnerships and more flexible crop cover. 

A good starting point would be to acknowledge the need for 
two different value propositions. 

Mega-farmers will naturally have more complex operations 
that require bespoke crop insurance solutions. To provide 
the tailored cover they need, insurers and intermediaries 
must increase and improve their client engagement efforts. 
In addition to their ongoing site visits, they should endeavour 
to make use of the digital communication tools that many of 
their clients are now comfortable using due to the pandemic. 
More frequent, higher-quality engagement will create the 
partnerships needed to build custom-made solutions. 

50% of total crops 
in South Africa are 

uninsured.

Farmers expect fit-
for-purpose insurance 

solutions to match their 
specific needs from 

insurers.



Paying premiums consistently 
turns out to be more cost 
effective and less risky than 
paying them once off. This 
also helps to ensure sustained 
capacity by insurers.   
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The temptation for every farmer is to take out crop insurance 
only when they expect adverse weather conditions. Arguably 
the most important role of the intermediary and insurer 
providing such cover is to demonstrate to their clients that 
paying premiums consistently turns out to be more cost 
effective and less risky than paying them once off. This 
also helps to ensure sustained capacity by insurers. Again, 
improved communication can help drive home this critical 
message.

For smaller farming operations that are perhaps more price 
sensitive, technology needs to be leveraged to reduce the 
amount of human intervention needed to provide cover, 
thereby lowering the cost of insurance. Giving clients the 
ability to source quotes online, as well as to implement 
and manage their cover by themselves, is something worth 
exploring. Done right, the lower premiums in this segment 
will drive an increased number of premiums written.

Product innovation can also help improve crop insurance 
inclusivity. With the government’s approval, Santam is 
currently working on an indexed, soil moisture insurance 
product. It will pay out as and when soil moisture drops 
below a certain level, an innovation that will make emerging 
farmers more resilient and give them easier access to 
capital.

The need for such partnerships is echoed in our research, 
which found that six in 10 intermediaries believe that PPPs 
are essential to the future sustainability of the insurance 
industry in the face of systemic risk. 

Segmenting the crop insurance market and providing 
differentiated levels of service suited to each cohort should 
result in a greater number of mutually beneficial business 
relationships between insurer, intermediary, and their 
agricultural clients. 

To position crop insurance as a product that 
every farmer could benefit from, the cost 
involved needs to be more closely aligned 
with the client risk profile as well as the 
services offered by the intermediary and 
insurer.  

Insurers and intermediaries should therefore work together 
to see how they can keep the total distribution cost for risk 
solutions as cost effective as possible for farmers.  

It is vitally important to stress that the responsibility to 
bring about these changes lies with both the insurer and 
intermediary. They will need to collaborate effectively, as 
partners, if the industry is to transition to one that offers 
more client-centric crop insurance solutions at an attractive 
price for farmers both in the large corporate segment as well 
as in the emerging/small holders segment to ensure that 
access to financial markets and long-term wealth creation is 
sustained.  
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Santam is currently working 
on an indexed, soil moisture 
insurance product. It will pay 
out as and when soil moisture 
drops below a certain level, 
an innovation that will make 
emerging farmers more 
resilient and give them easier 
access to capital.   
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