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Overview M C I I
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1. What is insurance doing worldwide?

2. Functions of insurance in adaptation finance: As much about shaping
behavior as it is about funding

3. Using insurance to address adaptation needs of low income countries
and people: innovations in public private partnerships

4. Creating enabling environments for financial tools to serve low-income
countries and people



What is insurance doing worldwide? M C "
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= Many think first of the LAST function of insurance—insurance payouts

= But to understand the role of insurance in adaptation finance, one must
understand the financial tool in a wider context of adaptation, transition,
and resilience building

= Need to understand the functions of insurance in the context of low-
income countries and communities
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NatCatSERVICE M C I I
The insured and non-insured world

Property insurance premium per capita — Overview Munich Climate Insurance Initiative
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Functions of insurance in adaptation finance: As much about shaping
behavior as it is about funding

Assessing and pricing risks helps prioritize investments

Reduce financial repercussions of volatility and create more certainty in
decision making

Incentivize loss reduction & resilience building activities

Provide timely finance to recompense loss & damage



Assessing and pricing risks helps prioritize : _
NOOERATE CLUMATE CHANCE

investments
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Reduce financial repercussions of volatility and create more
certainty in decision making
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Countries with low insurance penetration levels show decreases in GDP after

weather related catastrophes
Source: Melecky M et Raddatz C.(2011) ,How Do Governements Respond after Catastrophes?“ World Bank;



Using insurance to address adaptation needs of M C "
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Using insurance to address adaptation needs: Not just about public OR
private solutions

* |nnovations & partnerships in using insurance

= Local level: Building resilience with local insurance & safety nets: Helping
low-income people absorb shocks and temper downturns

= National level: Combining risk transfer and measures to protect national
development priorities

» Regional & international: Combining risk transfer with regional risk
capacity & forecasting



Local level M C I I

- Incentivize loss reduction & resilience building Munich Glimate insurance Initative
activities

- Building resilience with local insurance & safety nets

- Helping low-income people absorb shocks and temper

downturns

Coiirtecv: Microenaiire



Regional & international: Combining risk transfer M C "
with regional risk capacity & forecasting Munich Climate Insurance Iniative

« Regional insurance pools in the
Caribbean and Africa: half the cost
for risk premiums for major weather
events

« Use of regional forecasting
systems

« Strengthening met services,
contingency planning, awareness

« Parametric insurance payouts
ensure timely finance of part of the
damage from weather hazards

21/09/2012 19



Public and private sectors have
roles to play MC"
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Governments Insurance Sector
Act on lessons learned about regional Design measures to avoid loss & damage,
public-private partnerships and transfer risk which cannot be avoided;
Act Risk reduction as criteria for participation

in insurance schemes

Engage in risk reduction activities and Putting a price on risks and adaptation
provide enabling environment for risk options; hazards and economic values at
management, insurance, governance, risk / Risk pricing; Helping evaluate the
etc. Enable relative merits of different adaptation

interventions, cost benefit analysis

Get best sources of information about Understanding risks of greatest concern:
managing, reducing & transferring - Identifying key risks and vulnerabilities
risks and invest in systematic & - Estimating exposure

reliable risk exposure data Inform | - Risk mapping
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Insurance can fulfill four functions to
help meet the needs of low-
income countries & communities

= Assess and price risks

= Reduce financial repercussions of

volatility, create more certainty

= Incentivize loss reduction &
resilience building activities

Provide timely finance to
recompense damage

21/09/2012 21



Thank you! MC"
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For more information, visit us at:

info@climate-insurance.org

Dr. Koko Warner, MCI| Executive Director

c/o United Nations University Institute of Environment and Human Security (UNU-EHS)
UN Campus, Hermann-Ehlerstr. 10
53113 Bonn, Germany
Tel: +49 228 815 0226, Fax: +49 228 815 0299



My family has been living in this place for
more than 100 years & I continue with the

boat repair business of my father &
grandfather.

We have experienced a rise in he
over the last years...l ot kno
expect or how to deal with it.

Our community needs help to reduce risks we
face...to ensure our safety in the future.




During the past El Ninos, I suffered from
landslides & flooding on my land. We
a lot. Today we are just getting by.

Every time my crops are destroyed by
disaster, I have to go into debt—we ne
to reduce the risks in our region.

If my village had some kind of safety
could better adapt to the effects of El
the future.




Weather conditions have become more

unpredictable. Disasters may occur at any

time now and can

des

troy h

erders

livelihoods. When herders lose their animals
they feel terrible. And they become poor.

I have gotten my livestock insured for the last

3 years. I got a payment after th
disasters. The payment was
help me search for my livestoc
animal shelters, and buy

e 2 recent

big e

ade

qua




>eople in my village used to think insurance
is only for rich p . self-help groups
organize education sessions & teach how we
can better manage risk insurance.

Microinsurance has most striking
impact on the Dalits, w ver ha
opportunities to mana r risks
Now, microinsurance § ated an
opportunity ( ices em to
dignified lif us achieve a gre
financial security.
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itely changing.

ough

truck severely

people lost s

any animals & crops.

‘armers had to be r

ettled.

the government has

e resources to help

eople, we would

le to better cope

ith the consequences

the drought. If our

government fails, we fail—but if they provide

support & help restore

our productivity after

the drought, we could avoid a famine from

happening.




My country needs resources to finance
disaster-related activities. If my country does
not plan disaster finance, & if humanitarian

aid is all we have to pay for disasters, then

projects such as building important
infrastructure are never fully

executed...development really suffers.

In the face of constant disaster shocks
need tools that will reduce poverty, & the
strain of disasters on development.




