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 Brief ‘warm-up’: what do you know about climate
change, naturaldisasters and global policy?

 The risk formula: disasters, people, assets
 The challenge of climatechange
 Recentgovernment initiatives 
 Role of the privatesector
 Use of naturaldisasterinsuranceacrossthe world

Overview 



Before we start…
• Name at least one global policy initiative 

negotiated this year that aims at addressing 
climate change, natural disaster, and poverty

• Guess the percentage of development aid that 
is spend on disaster preparedness and 
resilience. 

• What was the most costly natural disaster? 







Risk = exposure + vulnerability + hazard

Photo sources: various, see author for 
details



Natural catastrophes losses: insured vs uninsured 
1975–2014, in 2014 USD billions



Disaster loss 1990-2012 as percentage 
of GDP

Source: GFDRR (2014) Financial 
Protection against Natural Disasters



Climate change impacts 
• Flood losses across the EU are expected to increase  from €4.2bn 

per year (2000-2012) to €23.5bn by 2050. 

• Insured losses are expected to increase from  €1.6bn per year 
(2000-2012) to €4.6bn by 2050. 

Present and projected flood losses for return periods across the EU form Jongman et al. (2014) 





Three international framework agreements could  signal paradigm shift in

disaster and climate risk management policy:

•The Sendai Framework for Disaster Risk Reduction (DRR (2015-2030) 
(Adopted at the Third World Conference on Disaster Reduction, Sendai, Japan, March 2015) 

-Transforming the World: The 2030 Agenda for Sustainable Development 
(Adopted at the 70th session of the UN General Assembly, NYC, USA, September 2015) 

-The United Nations Framework Convention of Climate Change’s 21st Conference of Parties (UNFCCC 
COP21) 
To be adopted by Conference of parities at its 21st meeting (Paris, France)

International Policy Initiatives



Overall Policy:
Comprehensive Disaster Prevention and Reduction Plan (2011-15) – responsibility: National Committee 
for Disaster Reduction

According to the UN, the implementation of this Plan in China faces range of challenges: numerous 
government departments involved, convoluted coordination processes, long construction cycles and 
difficulties in fund raising.

Insurance is very common in the agriculture sector, but lagging in other sectors and for property owners. 
This has led to several efforts by public and private sector to set up a comprehensive nat cat insurance 
system. 

China‘sefforts to manage naturaldisasters



Role of the private sector 

• Delivering adaption and disaster resilience: The private sector 
is responsible for 70–85% of worldwide investment in new 
buildings, industry and critical infrastructure (UNISDR) 

• Facilitating societal climate resilience

• Terminology matters: Companies unlikely to call it adaptation 
or disaster resilience – Resilience. Instead: Enterprise Risk 
Management, Business Continuity, Due Diligence, Supply 
chain management, Resource Efficiency 



Insurance is understood to play a significant role in our ability to 
recover from natural disasters through its risk transfer role:

• Spreading and smoothing of risks
• Faster and more efficient recovery 
• Certainty about post-disaster support
• Reducing immediate welfare losses and consumption reduction

See Hallegatte, S. (2012a) Perspective Paper Natural Disasters. Copenhagen Consensus: Copenhagen. 
Available at: http://www.copenhagenconsensus.com/sites/default/files/Natural%2BDisasters_Perspective%2Bpaper%2B1.pdf

Can insurance also help us to prevent disasters and adapt to 
climate change through its influence on risk behavior?

Why insurance? 

http://www.copenhagenconsensus.com/sites/default/files/Natural+Disasters_Perspective+paper+1.pdf
http://www.copenhagenconsensus.com/sites/default/files/Natural+Disasters_Perspective+paper+1.pdf


Differences in insurance penetration for 
disaster risks



Types of disaster insurance

Source: World Bank (2012) World Bank Group Disaster Risk Financing Business Lines. 
The World Bank, Global Facility for Disaster Reduction and Recovery.



Risk transfer and risk management

Insurance can be used to reduce disaster risk:

– Incentives for resilience through terms and conditions

– Awareness-raising through information campaigns

– Price signals by moving to risk-based prices

– Partnership approaches, such as sharing of risk data, 
lobbying for public policy/building standards/regulation

.



One example 
PepsicoFrito Lay offer weather risk 

advice and index insurance as part of 

their contract farming (potatoes 

suppliers) in India

UNFCCC’s Private Sector Initiative (PSI)



Thank you  for your attention.

For further information: 

s.surminski@lse.ac.uk
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