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MAKING CLIMATE INSURANCE HAPPEN

Areas of Intervention

t Features

s Models

lized
ternational
PEER
sive
ccessible

or SALES and
VICING

@Resilience
SAFETY NETS FOR

YR ALL



Target Client
Urban Rural
Non-LIG LIG* LIG Non-LIG
Products under 1 2 | 3
& — | ‘Rural and Social {' \
T 2 Sector’ ! i
i) E . o I 1
o S Obligation i I
> of T 1
T Y Products under 6. 7
& — | ‘Microinsurance
Act 2005’

=

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

*LIG: Low Income Groups
* IRDA: Insurance Regulatory and Development Authority
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Floods in Bangladesh

Need for a Comprehensive Disaster Risk Management

The case for ex ante strategy: Risk reduction (resilience) and
Transfer

Why Insurance

Why Meso- level cover and micro-level distribution?
Why index-based contract?

Designing with multiple partners
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Piloting Climate Insurance: Catastrophic Floods in Bangladesh
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Piloting Climate Insurance: Catastrophic Floods in Bangladesh

Coping mechanisms: Increased severity due to dimate change?

Migration

Loss of property,
homestead, life

Reduced
investment
(livestock
agriculture, home
construction

Lower income, prone to accidents
and health shocks

Relief Rehab
Reconstruction

* Financial cost,

* Delay in response
due to donor
dependence,

* Low regional
devpt.

Teaching women
to swim,
improving pooling
of group practises

No business

Reduced business
growth, limited
portfolio

Reduction in
provision of credit,
seeds, vaccination

Reduced business growth, limited
portfolio

Financing Relief
Rehab
Reconstruction

Loss of GDP

Embankments




Piloting Climate Insurance: Catastrophic Floods in Bangladesh

Comprehensive Disaster Management strategy

Need for ex ante strategies:

B Relief
+ Rehabilitation
Reconstruction

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

help build a comprehensive risk management strategy




Piloting Climate Insurance: Catastrophic Floods in Bangladesh

Ex ante strategies \
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 . Embankment breach as seen on 30 August, 2008 . Detall map with flood mask 112503

.
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Piloting Climate Insurance: Catastrophic Floods in Bangladesh ‘

Ex ante strategies \

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
e  Dredgingrivers to increase the capacity of rivers
*  |mproved preparedness

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

. Increased height of water sources

K
<
©
=
-
o

I
c
2
o
J
-
©
Q
(a's
=
L
(a's
£
()
€
(O]
[oT0]
©
C
©
=
-
o
ge)
o
o
Lo




OXFAM'’s strategy in Bangladesh

Community Resilience Building

. longevity

|
i
i
| Raising Homes:

% Higher and stronger foundations help protect homes
i

i

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

[
|
i

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

. Radio Forecast and Waming:

Weather forecasts, Special broadcasts alert

|
!
S PSR

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

Flood Risk Management: Risk Reduction - risk Transfer
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Piloting Climate Insurance: Catastrophic Floods in Bangladesh

Financing immediate Disaster Relief

Short-term emergency

assistance

Liquidity Gap

Long term infrastructure & sustainable
development assistance

—

Emergency Recovery Reconstruction &
X Response Rehabilitation
Time
Catastrophe

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

Piloting Climate Insurance: Catastrophic Floods in Bangladesh

Unlocking finances for Resilience Building

ds f Funds for resilience
ety building
emergency aid

. Significant amount of money locked in diisaster relief funds need to be
. unlocked for resilience building i
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Piloting Climate Insurance: Catastrophic Floods in Bangladesh

Unlocking finances tor Resilience Building

( )
Insurance Payout
— J
Funds for emergency aid, Funds for
Insurance premiym resilience
building

Insurance can help unlock the money that is kept for relief and use it for i
cllmate change adaptation and mitigation ;

................................................................................................................
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Coping with residual r

sk

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

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

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

~ Pt;c;pl(:, 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 to insure 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

*  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
e Nonavailability 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

* Adverse selection
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Hence meso level contract




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

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




Meso-Level Flood Index Insurance

e - Flood Map ' \ %‘ .. - ..,‘.
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Structure of Flood Insurance

Client Loss Loss
Data Module

Payout

Analysis mmmp | Index design | mmmdp | Structure and

Partner sign

I off

Flood - .
Hazard ADlgltéﬂ Evevation
Module Model




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

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

Obstacles Partners
é ° H|gh Cost of development ! I LI R
i ; e Ministry of Disaster
- »  Data availability ‘ s Grantor
? " NeO
*  Product complexity ; ; Do
: . Designers
. Poor Credibility / ; —~  Ministry NGOs Affairs
. »  Adverse Selection __ i 7" Insurance Industry

i %/" Refinancing Bank e
. » Limited Scale i ;
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- Invest in data infrastructure

- Invest in identification (cash and
data) infrastructure

Layer risk
- insurance on resilience solutions

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

%Reslllence

Building-block products

Bundle ‘Tangible’
services

Define uninsured events




How NOT to build Climate Insurance Solut

Insurance is at the end of arisk trajectory

The client is the household and small business

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

Use aid for long term market creation NOT one time premium subsidy

Leverage the power of high volumes

g% Resilience
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Structure of Flood Insurance

bt TR b . - B
2l .j_-"‘v' ) @-8 o @-008
BT e VL S
i . ;)»'--"
Y = Na T JlL?-’
N - L o B e

oy 4 ‘;»"’: ' <
y L B YL & IFMR

y
gy
v



Safety Nets for all
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Twitter: ResilientRupale
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Bihar Natural Catastrophe Portfolio Cover
(SIDBI, Tier 1 MFlIs, Jeevika, AIC)

Enabling macro level agencies to insure their catastrophe exposed credit portfolio, reducing
transaction cost for end client

Activity Plan

I e e N

Rled Project Process
Documentation

Monitoring
Report

Client Feasibility Client data analysis for Loss Model Distribution Methodology
Study .
Product Design
e Validation:
Redijideqtifcation Flood hazard Model Design and validation Analysis of
(depth, level) Model Data
Prior pilot Regulatory Approval >
Thematic Learnings Audience Outputs
*  Product Design * Lender *Flood Insurance ,’how to’
* Distribution Models * Government Product Manual for Insurer
* Government Advocacy for * Regulation *Draft Peril and index design
premium

* Regulator Advocacy
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Stakeholder Value: Solutions for Policy Makers

Use
« Monitor impact of regulation on providers and products

Benefit

* Create industry benchmarks on product, process and
service quality

- Identify early trends (sectors trends and also for
specific providers and risk categories) to respond
accordingly

- Make proactive regulation and policy for underserved
regions and track its impact on the market
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Technical content

Library Opportunities

Publications

o Publications

Ira NUEEEESS
Monthly Digest

sultural Index Insurance:
raining, August 2012.

[echnical Papers

I Rashtriya Swasthya Bima Yojana — Performance Trends
Financing Disaster Management in India: Possible Innov
Review of current state of world capture Fisheries Insur.
Providing Insurance through Microfinance Institutions: -
Livestock Insurance: Lessons from the Indian Experienc
Index Based Flood Insurance Products: Report on Flooc

Woeather Risk Management — A Guide for Corporations, |

Impact Evaluation of Health Microinsurance through Rai



Discussions

Email group- Transitioning to Blog

Understanding Agricultural Index Insurance: Field Visit and

Training, August 2012.
August 11, 2012 by CIRM

We are excited to host a
delegation of insurers, funders,
research institutions and NGOs
from across the world (well,

11 countries to be precise!).

The primary objective of this
field visit and training is to
garner first-hand
understanding of agriculture
insurance, especially index
based insurance in developing
countries.

Background:

Agriculture is the predominant
source of livelihood in India and contributes nearly 18 per cent of Indian GDP,
employing about 60 per cent of the labour force. Weather phenomenon like

precipitation is a major yield risk for the farmers as a majority of the agricultural land

is not irrigated and the limited irrigated areas suffer from inadequate and unreliable
water.

The major instruments used by the government to protect farmers from agricultural
variability include crop vyield insurance scheme, procurement of food grains at

Agricultural Index Insurance: Pre-conference Update
August 24, 2012 by CIRM

Our conference on Agricultural
Index Insurance is shaping up
to be a stellar event.

Understanding Agricultural

The event has attracted a Index Insurance.
range of participants including -
NGOs, Insurance Professionals,
Insurance Commissioners,
Regulators and researchers, to

name a few.

Similarly for speakers, we have
also managed to rope in leading
thinkers in this sector.

We have also organized a two
day field visit to help the
participants get an on ground
experience of adoption and
impact of index based
microinsurance in the
agricultural sector in rural Tamil
Nadu.

Field Visit and Training,

August 27 - 31, 2012

You can find more information and latest updates at the exclusive microsite - HERE.



Discussions

* Blog

Understanding Agricultural Index Insurance Conference -
Highlights of Day One

August 28, 2012 by CIRM

The first day of the workshop
was flagged off with a
presentation by CIRM
elucidating the context of
agricultural insurance in India,
Attention was devoted to ways
in which “client value”, can be
increased to improve demand.
The presentation also
showcased specific models that
provided agriculture advisory
services as a bundled service
to improve farmer’s demand
for insurance products by providing something to claimants and non-claimants. A
perfect example is a project undertaken by CIRM - Comprehensive Agriculture Risk
Management Services, wherein, weather-related forecast information covering a 24-

Participant Views — Day One
August 28, 2012 by CIRM

Dr. Georges Abbey
Lecturer, University of Lome.

"The objectives of the workshop are very well-aligned with our
expectations and allows for everyone to discover some
important lessons. The guest speakers are well in tune with
their topics and we wish they had more time to share their A
experiences. l

b
A

In Africa, we are taking our very first steps in agricultural

index insurance and we need to better understand the challenges the Indian
practitioners encountered and how they overcame those obstacles so that we do not
repeat their mistakes. Today, the speakers also underlined the importance of
constant innovation in order to reduce transaction costs and increase client value.”

Pacome Bonou
Head, AMAB Production Service (Agricultural Mutual Insurance
of Benin)

"“This first day we learnt about the behaviour one needs to
have when starting an index agricultural insurance venture
and the role farmers play at this stage. The speakers also
stated that making payouts the first season can be a powerful
demonstration effect and improve take up for the next season.”

Fabrice Larue

Project Manager, Foundation for World Agriculture and Rurality
(FARM), Paris.

One of the things that struck me the most today was that the
speakers were really passionate about their topics and
managed to transmit their enthusiasm to the participants.

It also stood out that for the establishment of a successful index agricultural
insurance the key technical issues have been very advanced (i.e. issues relating to
infrastructure) but despite that, there are other decisions that are more difficult like
choosing between a simpler product or a more complex product that might better
refl



1 " Participant Views - Day T
DISCUSS Peticipant Views - Day Two

The day started with two interesting presentations, While the first focused on the
importance of information (data) for weather risk and natural catastrophe
management, the second delved into product design innovations,

Mr, V.S, Prakash from the
Karnataka State Natural
Disaster Monitoring Centre
(KSNDMC), who made the first
presentation, began by stating
that the paradigm shift in the
approach to
disastermanagement from
rescue/relief post disaster, to
disaster risk reduction through
preparedness necessitates the
use of Information Communication Technology (ICTs), According to Mr. Prakash the
first step i disaster management is proper measurement of weather parameters, "If
it tannot he measired nronerlv. it cannof he manaaed nronerly”. Hence. much of his

Ms. Sessimé Martine Dahoun, Ms. Hellen Olima and Ms. Vusala Garayeva

at the Agricultural Index Insurance Conference in the CIRM Office, Chennai. August
28, 2012.

Sessimé Martine Dahoun
Head of Regulation - Insurance Department, Ministry of Finance, Benin.

It is a very good day for me because the translation was very fluid and I was able to
engage in the discussions.

Evervthinng we learnt todav wae nractical T learnt todav that the Weather Indey
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