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Insurance is an important financing mechanism
for resilient land use in the EU

Financing mechanisms in place for implementing adaptation in 20 EU countries?
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1European Environment Agency, National adaptation policy processes in European countries, October 2014
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Insurance is a risk transfer mechanism, but a potential for risk
reduction exists

Insurance services can address...

...Financial

i Risk transfer -..Physical Risk reduction

Risk

Agricultural insurance / micro- *Educate and advice customers
insurance (financial planning, planting patterns)

*Incentivize risk-reducing

behaviour (lower tariffs for
implemented irrigation systems or right
selection of crops, payout before
event)

*Inform about approaching risks
(e.g. weather alerts via mobile phone,
radio etc.)

-Index based Involvement in policy-making, e.g.
' land use planning, risk monitoring e.g.
via satellite images
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Allianz insures over 100 million farmers worldwide

Allianz Czech Republic Allianz Romania Allianz Bulgaria
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. Countries, in which
Allianz entities offer Allianz Argentina Allianz Re Allianz Australia

agricultural insurance
products
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Example from Africa: Sahel Crop Insurance

*Since 2011

*ln 2013 over 15,000 farmers in Burkina Faso and
Mali took out policies with Allianz Africa.

@ I"l.;g..\"“v_l (;“um‘anlcc
SIIMAN PANGA

Insurance policy coupled with loan for seed
purchase

*Index-based, easy payouts
*Basic financial education for farmers

«Caution: Feeling of security, incentivizing risky
behaviour

“When the rains failed | was really

@ surprised when the insurance

® company came the long way to
® my village to bring me the news
# that | receive an insurance
payment for my seed loan.”.

Assurer nos récoltes,
('est garantir notre production.

B " BARTHELEMY KOHOUN
- +—— AFARMER FROM POUNDOU,
~ AVILLAGE OF 4,000 PEOPLE

Pour tout renseignement, contactez votre agent ou
PLANET TEE Burkina Villa 1200 log Porte N° 66 - BP 10288 Ouaga 06

Tel: 66 148293
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Example from Asia: RIICE

/y

Earth Observation &
Data Collection

Mapping &
Forecasting

Reducmg Farmers’
Vulnerability

gizsa
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*Public-private partnership since 2012
7 Asian countries

*Development of remote-sensing system which
serves as an early-warning system

*Basis for development of insurance market for
smallholder rice farmers

Bangladesh “We want to transfer the

. financial risks that small-

holder farmers face from

Vletnam
- natural catastrophes to
e Thailahd ? Sikniioe the formal insurance
f“ market. Through the
remote sensing
..." technology we have a

reliable and unbiased tool

'"d°"es"" to calculate insurance

ambodla
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Main hurdles for developing insurance for climate resilience

Hurdles vary in...

v
/

...developed markets

Customer acceptance
and understanding

*Customers expect
government to protect them
from extreme weather events

*Do not understand the level
of risk or believe that their
property is at high risk of further
flooding

*Reluctance to accept
recommendations coming

Qm the private sector side /

The expansion of insurance instruments protecting from financial and physical risks in

\_

Insurers have a role to play in developed countries to incentivize behavioral change

...emerging markets

Institutional hurdles

sLow familiarity with
insurance; direct insurance
reaches only a small fraction of
vulnerable population

sLimited purchasing power to
cover the cost of insurance.
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*Limited financial
infrastructure

=

developing countries is still limited by institutional hurdles
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Simone Ruiz

Head of Climate Advisory and Projects
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Allianz Climate Solutions GmbH
Bockenheimer LandstralRe 42-44
60323 Frankfurt/Main

Phone: +49 (0) 69 244 31 51 36

simone.ruiz@allianz.com
www.acs.allianz.com
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Example from the Caribbean: Livelihoods Protection
Policy

*An Munich Climate Insurance Initiative project,
public-private partnership

*Since 2011 in Grendada, St.Lucia, Jamaica

*First index-based weather insurance in the
Carribean

*Cooperation with Ministries of Agriculture to
encourage farmers to plant more drought/wind
resistant crops

*Collaboration with agricultural input suppliers in
oprder to provide policy holders with better seed
variety and lower prices

| “Even having insurance | don’t

- want a hurricane as they are
devastating for our country. | also
know there is still lots of
preparation | need to do to protect
my crops, but | am happy that |
won't lose everything when the
next big storm hits.”

=l MCII ‘ Munich Climate Insurance Initiative
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Risk transfer in the portfolio of responses to expected

agricultural losses
An example from Maharashtrat

averts much of the expected losses W s

ST Crop - 80% of the 100% of the
o l engineering 520 upochdlfT axpacted loss
e i hwmp

o8 engineering (ir) 0.

06 + Insurance Residual loss

Integratad
Pest Momt. (ir)
11 012 0.12

1,400 1,600 1,800 2,000 2,200 2 2 2800 3
w A00 2600 28 000
Averted loss ($m)

Drainage _ S0d techniques
systems (rf")

* Alargs share (~50%) of measures have Matime economic benefita groater than costs (NPV>0)

* Mic imigation maasurea (deip, sprinkiar inigation), wetarshad management and insunance ars key measures
(addressing 70% of he expected loss)

1 Ri= rain fad agdculbure
2 ¥ = inrigation fad agricuure

B irfasnucturelasss thased

1Shaping Climate Resilient Development - A framework for decision makers
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| Risk wanster
The initial portfolio of responses cost-effectively  m sysemerenovirs m
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Risk layering and the application of financial

InNstuments
More frequent Less frequent
< >
High
severity
A
Risk
transfer
....................................... > Risk
Y Reserves/calamity rentention
Low funds (potentially
severity insurance backed) F/

Once in Once in Once in Oncein  Oncein
3-5 10-15 15-20 25-50 75-100
years years years years  years and

beyond

Expected return period

1Lydia Poole (2014): A calculated risk - How Donors Should Engage with Risk Financing and Transfer Mechanisms, OECD Development Co-operation Working Paper 17.

© Allianz Climate Solutions GmbH 2014

11



