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Inclusive insurance: Macro, Meso and MiCRO solutions
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Risk management process
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Holistic risk management to effectively strengthen resilience
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Parametric insurance

Parametric (or index-based) insurance is a type of insurance that does not indemnify the pure loss, but ex
ante agrees to make a payment upon the occurrence of a triggering event. The triggering event is often a
catastrophic natural event which may ordinariliy precipitate a loss or a series of losses.

And this is how it works:
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Example of payout structure based on severity of the event
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Catastrophic
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Widespread and severe impairment of well-being 1 00 /o
Disastrous 80%
Significant impact on the productive activity of the community 0
Very destructive 60%
Significant impairment of the productive activity of the community o
Destructive

S o 40%
Severe impairment of local productive activity

Very stron
cry strong o 20%
Significant impact on local productive activity



Other characteristics

Gradual payouts depending Fast and automatic payouts
on severity of the event Q
4
No exclusions nor
deductibles MiCRO’s
param.etrlc All insureds in same location
@‘ solutions @ receive same payout level
No need to file a g G
claim, no paperwork

Nimble and simplified processes
ease affordability constraints
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MICRO'’s experience




MiCRO was born as a res

g ‘,#!he protect;

ae Haiti earth '

\

are ab‘en \\ cialize | the design and |mplemtat|on of
parametric msurancr;\}éamst natural disasters:



Our solution pretects

seople againgf indirect
losses caused by excess
ain, earthquake of
ought
o

“ /N
et \

3,




... that may see their expenses
increased or income decreased
(at home or in business) as a
result of a natural disaster
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Aimed at different segments of
the population: poor,
vulnerable, emerging middle
class ...




Business model

The facilitator:
leads product design,

operates the calculation
platform, and monitors product
performance
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Reinsurer

Households, micro-
entrepreneurs, farmers, who
receive the benefits

MFI, Coops, etc. who facilitate
sales force, customer access
and collection

Takes the risk, issues and
manages policies

Provides protection to the
insurer




MiCRO’s roadmap
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A few highlights
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<«——— Tropical Storm Amanda

* Impacted mainly central and western zones of El
Salvador in late May — early June 2020.
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Mr. Escobar from El Salvador
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https://youtu.be/lNaW0flAX3k
https://youtu.be/lNaW0flAX3k
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Takeaways

* Advanced technologies, higher risk awareness and a favorable
political and regulatory environment are critical enablers of
Inclusive insurance.

« Of course, products need to hold highest possible value for
beneficiaries, but let’s not forget the relevance of aligned
distribution channel and sales force.

* Index-based products are not perfect and require a solid M&E
program as input for continuous improvement.
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Thanks.



http://www.microrisk.org/

