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the resilience of their countries and communities.
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climate risks. Several cross-cutting lessons were identified:
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risk, e.g., through packaging with other services such as loans
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From this point forward, this document summarizes lessons

 Focusing on livelihoods, not just assets. Helping low-income

learned about the use of insurance approaches in both the

people absorb shocks and temper downturns often involves

public and private sector to address climate risks.

 Providing timely finance to address damage when things like
floods, cyclones, drought, or other weather stresses occur.
Insurance payments can provide immediate post-disaster liquidity to national governments and individuals.

designing insurance tools so that they protect their livelihoods – such as the provision of cash payouts to cover busi-

6. What are the limitations of using insurance as a risk man-

ness interruption, or day-to-day functions – and not just a

agement tool?

single asset.

Insurance solutions can support adaption
and risk resilience

Loss and damage
risk management

Insurance not “first best” tool for
foreseeable phenomena.
Other risk management mechanisms necessary

 Building overall risk management capacity. The develop-

In addition to the opportunities and potential benefits, there

ment of insurance solutions can contribute essentially to other

are a number of limitations and risks associated with the use

services in the wider risk management context, including risk

of insurance products such as:

assessment, vulnerability analysis, risk mapping and modelExtreme weather,
Storms, floods,
droughts, etc.
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ing. It thus helps to enhance the technical capacities of stake-

 Insurance is not a single solution to climate-related risk. It

holders involved to develop risk management approaches at
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local, national regional and also international levels.  
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 Insurance-related approaches are not free, and can be rela-

surance solutions can contribute to build resilience at the re-

tively expensive for low- income countries, communities and

gional, national, community, and individual level.

individuals. If no event occurs, no insurance payout will be

 Initial investments. Insurance solutions as a sophisticated financial service requires a lot of start-up investment: reliable

made. This feature can make insurance a “hard sell” for national leaders with their domestic constituencies.

data, an insurance provider as reliable risk carrier, as well as

 Insurance-related approaches must explicitly be designed

some financial infrastructure for financial transactions (like

to incentivize appropriate risk management behavior of the

paying premiums and making payouts).

governments, communities, and individuals that participate.

 The public sector can provide their experience in using a va-

Otherwise, undesired “maladaptive” behaviors or cheating

riety of risk management approaches and distribution chan-

could result (“you don´t care about your own risk because

nels (like safety nets) to reach the most vulnerable (like sub-

you are covered”).

sistence farmers that may not have bank accounts or sell their
products).

 Insurance can be complex and difficult to understand. If
not properly designed, there is, for example, the chance that
some damage could occur without providing an insurance

5. What are potential benefits of using insurance as a risk

payout to participants. This can arise because of insufficient

management tool?

measurements of risk (like not enough weather stations to
measure local variations), or because of the way insurance

Insurance as a risk management tool provides many benefits

contracts are designed (exclusions), e.g. if a crop is damaged

to stakeholders (ranging from regions, national governments,

through excess rainfall, but only drought was covered in the

communities, to households and individuals). These include:

agreement.
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