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3.2.1. Example: Microinsurance in India

The coastal Andhra Pradesh region of India is exposed to multiple and severe hazards, including floods,
landslides, earthquakes and cyclones. Since 2004, microinsurance services have been provided in this region
as part of the voluntary Disaster Preparedness Programme, which also offers capacity building of
communities, government, civil society and media organizations. In partnership with the Oriental Insurance
Company, this programme offers multiple-hazard insurance coverage for property and life risks to groups of
women with a minimum size of 250 members.

Coverage under this scheme is extended currently to more than 1,000 families. Disaster insurance in Andhra
Pradesh has been made affordable to low-income women with subsidies from two sources. Since 2000, the
Indian regulatory authority has required insurers wishing to operate in India to service the low-income
segment of society, and many insurers appear willing to incur a loss on their microinsurance business in
order to access the broader market. Insurers such as the Oriental Insurance Company thus offer affordable
contracts to low income communities made possible by cross-subsidies from their other lines of business and

1 <http://go.worldbank.org/HZ77KYCI90 >

2 Margaret Arnold, The Role of Risk Transfer and Insurance in Disaster Risk Reduction and

Climate Change Adaptation, Commission on Climate Change and Development, March 2008.
<http://www.ccdcommission.org/Filer/pdf/pb_risk_transfer.pdf>
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wealthier clients. As a second source of subsidy, the UK-based donor NGO Oxfam paid 50% of the premium
in the first year. Furthermore, Oxfam actively convinced the private insurer to offer very low cost insurance
by training disaster management volunteers, who assist in providing insurance services such as helping
communities in the claims process. Indian regulation and the success of NGO-insurer partnerships have
motivated private insurance companies in India to actively pursue business with the poor (Krishna, 2005).

The Oxfam project, along with many other such programmes arising throughout Asia, Africa and Latin
America (see Mechler et al., 2006), provides a second illustration of the types of disaster insurance schemes
that could be supported by a climate insurance facility. Because of the covariant risk (raising the premiums
due to costly back-up capital), disaster microinsurance is hardly affordable to low-income households or
businesses without the kind of support recently institutionalized by Indian regulation and provided by donor
organizations. This provides another example of how a climate insurance programme could support
insurance in developing countries.

(Joanne Linnerooth-Bayer and Reinhard Mechler (2006), Insurance for assisting adaptation to

climate change in developing countries: a proposed strategy, Climate Policy 6, Earthscan Litd.)
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Following completion of the draft EIA/SIA report, copies should be deposited at national, provincial

and district Public Information Centres. This event should be publicized. After a period of time (four

weeks minimum), public meetings should be organized at provincial and national levels. These

meetings provide an opportunity for comment on the draft report from the general public, NGOs ...
(#%M1%)  (Section 5.9.2 of the National Public Involvement Guidelines)
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