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Leveraging Social Protection (SP) for Climate Change losses
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Piloting Climate Insurance: Catastrophic Floods in Bangladesh
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Meso-Level Flood Index Insurance
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i Implementation —OXFAM, GB
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' Project Location - Sirajgun;j, BD
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Leveraging Social Protection (SP) for Climate Change losses
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Leveraging Social Protection (SP) for Climate Change losses

arket Creation
InNg & assessment
ata infrastructure

Iness, income-groups

Pooling

HOW

egions/across countries

ce on SP program
surance on Resilience
SP programs for increased

ring

ribution

Aid- * Co- finance ‘unk

DDDDDD

SAFETY NETS FOR ALL



assistance

Emergency
Response

Short-term emergency

Liquidity Gap

Recovery

Long term infrastructure & sustainable
development assistance

/

Reconstruction &
Rehabilitation
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Catastrophe

Time

Adapted from CCRIF: Application of risk analysis &
modeling in insurance sector



http://www.wmo.int/pages/prog/drr/events/Barbados/Pres/4-CCRIF.pdf
http://www.wmo.int/pages/prog/drr/events/Barbados/Pres/4-CCRIF.pdf
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Slgn/f cant amount of money locked in disaster relief funds need to be i
unlocked for resilience building ;

................................................................................................................

p
Q
[ P
(7))}
c
(1)
.
-
=
g
(a'd
|

c
2
)
(8}
=
°
Q
o
x
o
o
-
c
)
&
)
a0
@

c

@
=
4
g
[
ge
o
o
o



Funds for emergency ajd,

Insurance premium

Insurance Payouyt

\—

)

Funds for
resilience
building

. Insurance can help unlock the money that is kept for relief and use it for

. climate change adaptation and mitigation

Flood Risk Management: Risk Reduction — Risk Transfer
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Strategies

Risk Control Risk Financing

Risk Avoidance .
Loss Retention

Loss Prevention

Noninsurance transfers

Loss Reduction

Insurance

Risk Management Framework

Risk Diversification



Promoting Preparedness

Total flood
losses

Risk Reduction
Funds

Emergency
relief funds

Insurance
Premium

Insurance
Payouts

Role of Insurance

i S|gnn° cant amount of money locked in disaster relief funds.
! Insurance can help unlock this money and use it for climate change adaptation/mitigation
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Leveraging Social Protection (SP) for Climate Change losses

AID: Invest in ID and Monitori
to Improve Ta
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RFID technology for cattle ID




Satellite data for agriculture loss
assessment

® Image 7: Poster design for Kothagin region of Nizamabad
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RSBY Coverage across India

37 million active cards

9.7 million
claim cases

(till date)

B Round 1
B Round 2
[] Round 3
B Round 4
B Round 5

Andaman & Vgobu Islands
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OXFAM'’s strategy in Bangladesh

Community Resilience Building

| longevity

Raising Homes:
Higher and stronger foundations help protect homes

o

RISK ® Floods contaminate water supply

Raised Tubewells:
Raising tubewells potentially preventing
health epidemics during severe floods
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OXFAM'’s strategy in Bangladesh

Community Resilience Building

' RISK msp Changing farming calendars, Sudden
[ floods due to embankment breach.

: Radio Forecast and Waming:

| Weather forecasts, Special broadcasts alert

| RISK =) Severe and widespread floods

: Rescue rental Boats, free access to poly covers
' Rescue boats provided to the NGO Disater
Management Cell

Flood Risk Management: Risk Reduction - risk Transfer




HOW

Leveraging Social Protection (SP) for Climate Change losses

Life and Livelihood loss
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*LIG: Low Income Groups
* IRDA: Insurance Regulatory and Development Authority

Target Client
Urban Rural
Non-LIG LIG* LIG Non-LIG
Products under 1 2 | 3
2 — | “Rural and Social {' \
i % Sector’ : i
g =S Obligation - 5
S i)o Products under 6., 17
& — | ‘Microinsurance
Act 2005’
1. MiM relies on Industry data reported under IRDA regulation (as under Ml Act 2005 and under the
Rural and Social Obligations)
2. Under the IRDA regulations, reported data includes products served to RED PLUS GREEN
3. Hence, Microinsurance Maps also presents data for RED PLUS GREEN
4. Ideally it should report for products offered to GREEN
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Need for ex ante strategies:

B Relief
+ Rehabilitation
Reconstruction

Combining
— exante efforts (risk reduction and risk transfer) with
— expost strategies (relief, rehab, reconstruction)

help build a comprehensive risk management strategy




Flood Risk Management: Risk Reduction - risk Transfer

Flood risk reduction:
Structural approach

Embankments:

— Costly in terms of
construction and
maintenance

— Increases erosion,
inhibiting silt deposition

— Increases the risk for low
income households living
inside the embankment
zone

— Tendtoincrease height
and speed of river flow

— Recent embankment
breach

Nepal - Egnbankment preach as seen on 30 August, 2008 - Detail map with flood mask

1:12.500
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Pieces of the Puzzle

Flood loss Designers

MFI
Refinancing
Bank

Data Sources State Departments

Collaborative
design

Centre for Insurance
and Risk Management
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Scale & Sustainability via Social Protection

5 %/" Refinancing Banks »«
. * Limited Scale ; ;
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- Invest in CAT and Loss assessment

data infrastructure

- Invest in Targeting: identification
(cash and data) infrastructure

- Invest in spatial pooling across
economic groups

Layer risk and Bundle

- Layer 1: resilience Layer 2: Risk
Transfer

- Parsing out layers to household,
private sector, regional
government and then Aid

Resilience
DDDDDDD
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SSSSSSSSSSSSSSSS

Building-block products
for customisation

Bundle ‘Tangible’
services

Define uninsured events




How NOT to build SP programs for
Climate Change losses

Insurance is at the end of a risk trajectory. It begins with RESILIENCE
INFRASTRUCTURE

The client is the household and small business and the AGGEGATOR

Use existing ‘highways’, the poor shouldn’t be paying for the new highway

Use aid for long term RISK REDUCTION & MARKET CREATION.
NOT for one time premium subsidy

Leverage the power of spatial high volumes. Leverage Technology at
every stage to monitor, distribute, assess and improve.
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Safety Nets for all

Rupalee Ruchismita,
Resilience Design Labs
Rupalee.ruchismita@rdrl.org

ResilientRupale y

www.rdrl.org



mailto:Rupalee.ruchismita@rdrl.org

K3
<
o©
|_
>
o

|
c
2
)
(&
-
©
Q
(2’4
=z
0
(a'd
£
)
&
)
Q0
@

C

[
>
>
[~
xe
o
o
L

Flood risk reduction: Community approach
* Managing effects of flood instead of attempting to prevent it

* Focus on household resilience building in the context of
climate change induced erraticity
*  Dredging rivers to increase the capacity of rivers
*  |mproved preparedness

. Flood waming: Improve Flood monitoring, measurement, zoning and
forecasting
e Shelters and stronger houses

. Increased height of water sources



Coping with residual risk

i 1998:

. *  2/3%of Bangladesh flooded for almost 13
i weeks

. * % million hectares of agri-land
submerged ruining most of the autumn

: rice crop

. * 1.2 million of Grameen Bank's 2.3 million
customer affected

....................................................

7 Pt;c;ple. and animals sharing the same r oom as well as same fate.
Photo - Salahuddin Azizee Source : Grameen Bank

* Embankment Breaches

* Recurring Floods—1962 (3 floods in July, August, September)

* Intense Local Floods—Sylhet (1966),

Inadequate funds for ex-post relief & rehabilitations (1963,1988,1998, 2007)
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Coping with residual risk

Increased frequency and severity strain all reduction and coping strategies
Embedding insurance within specific risk verticals help in:

* No white spaces in risk coverage continuum

* Lower probability of loss and improved affordability
* Improve product designing capability — coverage,

*  Platform for Distribution



Operation Challenges

* Need toinsure public finances —donors and state
* Increased severity of recent events lead to aggravated finandial loss

* Household premium financing impractical

*  Inability of households to premium finance severe shocks) and

e Lowdemand (unwillingness to allocate budgets for low or no probability catastrophe)
*  Need for predictability in disaster preparedness and relief financing for NGOs

* Need for regional risk zoning
*  Non availability of reliable individual loss data correlated to severe floods

* Inability to access damage in real time
* Inability to reach the insured in real time

* |dentification and targeting challenges
e Adverse selection
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Design Challenges

. » Post disaster ground level loss assessment impractical, costly and
. cause time delay
'+ Need for relief financing ‘immediately’ for reduction in losses
* Index contract based on historical data which also helps predict
. probability and improve forecasting
. » Poor Data Quality and Availability at higher resolution
.« Flood Impact Data wasn’t available
* Historical data on flood depths no available
e DEM not updated

................................................................................................................
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Structure of Flood Insurance

Client Loss Loss
Data Module

Payout

Analysis mmmp | Index design | mmmdp | Structure and

Partner sign
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Flood - .
Hazard _Dlgltal Elevation
Module Model
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Market Creation
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