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Glimate Change and Insurance:
Ihe LDG Gontext
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Bangiadesh on behali of the LDGS

Workshopon Risk'Management antiinsuranct
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;Prevailin!l Approach to Disaster I

5 Prevailing disaster motis largely ex-post hoth nationally &
internationally, which/focuses onrelief & recovery

5 Share of disaster assistance in ODAIncreased from1.6%in 1987
to:ahout 9% in2001

5 Slow-onset climate disasters like floods 8 droughts remain larg
imnoticed, & cumuiatively they have even bigger impact

5 Thereisuncertainty’in such funding 8 often depends on meMia
exposiire: for ex. Int'i support after 2006 Tsunamiamountedto

N

. $7,000/victim, against a mere S3/victimin1998 Bangladesh flo

g Ex-post mniing 1ails to provite sutcient mcentives/ior tisaste
mitigation & risk'reguction

5 Ganthe financing/beimade available by deyv pariners exanie 2
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:Insurance intheNegoliation Proces

Insuirance-related actions are explicitlymandated under the UNF(
Art4.8 8 KP Art 3.14; LDCs also have a special provisionin the UNK
[Art 4.9]); hut theirimplementation as adaptation measure 1ags he

LDGS; with S1DS'8 Africanvilinerable countries, have heen highligl
as requiring special considerationiinithe Bali Action Blan (1G1/&.1

The Convention Technical Paper # 9 shows insurance-related acl
can provide positive mcentives to adaptation & post-tisaster ref

LDC & SIDS’ commiinities’ coverage in disaster-related insurance
virtually mil; with GCIs; premiums will’he much more expensive

Thusinsuranceas part ofithe existing portiolio of anapiation that
countries may wish to accommotiate within their NAPS, through a




: promise or Micromsurance (i

Microcreit & Saving services are inateguate when poor'households are
exposer torisks, that are heyoni their means to cope with

Invuinerable communities, Small amount of resources can make areal
hiterence in hiniding adaptive capacity & strengthenmng hivehihoos &
compensating for climate-relatet losses

Mi have aiready demonstratetl some success & gootl practices (Banglatesh,
india, Malawi)

However, existing Miis largelya Kind of self insurance within individual
MEIS/NGOs, whichidefeats the principle of witler risk -pooling

Resourcesare notthe only challenge, accessito those resources & GB neetls
e atdresser (oo

Examples from NAPAs illustrate a possihie role for instirance-relatetd actions:
Panaladech 2 Fthinnin
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s J1iE1eL]H = inandualifarm & Area-based; a losingconcern woridwitde; continue;
publicweliare program

[l e ir R Al s S=0roughtinsurance Undia & Malawil;appears a preferred m
as ithas many advantages overindemnity-hased Gl

JirIsn Gatastropneinsuranceirool

MEXICO S Natral Disaster kN EONDEN)

Cannnean GatastropnessxinsiiranceEaciyicGGhin=anegionaimone)
Hil g fia il 5211 C=theStandby Recovery Financing kacility [SREF
KDnALMnexmsurance racyursy
mumcnGlmatesnsirancesmuanvemcin

Do therasstgureanywnerennmesemnsiranceeniauons:

Thereis aneed tobranch out beyond current players & include expertsin the UNFCCC
discourse inlinking CCI & traditional disasters & indevising new g innovative insura
profiucts; tailored to specific needs of communities; particularly inthe area offood
security & agriculture
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A Glohal Workshop on Mi & how intl community canupscale it with mechan
of auto-generation of funding for MI; Adedicated share from LDCF, SCCF 8. AF
e consiteren

In mandating any process for NAPS in the Gopenhagen Outcome; provision sk
e made forinsurance-relatedaction asa pool of adapiation strategies

This COP shouldinvestigate means to catalyze the initiation of new & innovat
products, binlding upon the availabhie models

Avinti level, any risk mgt iramework thatis atdopted'shouldincorporate Mia
important piliarfor supporting the most vuinerahie

Future provisions should promote EPPS & national regulation/for companies
incentivize anticipatory adapiation

startwith few pilots of Mii& Index-haset Gl ineach of the LDCS, with subsidiz
premiums frominti & national private sector sources

MRY'should he annlied to ensure & allow forneriodic refinement oi the adon



K A Study on Ein Viabihity ok Grop Insuran

AStuily done inBangladesh show thatifall costs relaterd to floois & all forms
follow-up assistance areconsiteret, suchas:

Gosts of disaster trauma, dislocation

Indemnifying a signmhcant part of accumulatet loans
Reschetulingof previousioans

Provision of new loans
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Admimstrative costs involvet in all these

And If 2 20-yr return period IS assumer for severe floods, with around $15
premiums/yr, then Gl hecomes financially viable; hut return period of severe
floods appearsito he less than 20 yrs now!!

Obuiously premiums to hepaid by the poor have to he subsidized
since LDC agricultureiis dominated hy small holders, their.coverage will he a:




