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ABOUT US

ZEP-RE (PTA Reinsurance Company)
is a regional reinsurer of the Common
Market for Eastern and Southern Af-
rica (COMESA), established through
an Agreement of Heads of State and
Government on 23rd November 1990
in Mbabane, Eswatini. The founding
mandate of the Company is to foster
development of the region’s insur-
ance and reinsurance sector, promote
growth of national and regional un-
derwriting and retention capacity, and
support sub-regional economic devel-
opment agenda. The Company does
this through creation of reinsurance
capacity, training of the region’s insur-
ance personnel, provision of technical
services.and the re-investment of pre-
mium funds within the region.

ZEP-RE ‘has its headquarters in
Nairobi, Kenya, and has over the 30-
year period grown its footprint expo-
nentially across the African continent.
This growth is in/line with the compa-
ny’s-vision to bring its services closer
to its customers for better and faster

service. ZEP-RE has built a network of
offices in the West, East, and South-
ern Africa hubs Regional offices are in
Harare, Abidjan and Kenya, and others
are country offices.

One of ZEP-RE’s founding objectives
is to support inclusive and sustainable
socio-economic growth in the COME-
SA region and its markets.The compa-
ny is committed to fostering financial
inclusion and positively impacting peo-
ple’s livelihoods while stimulating eco-
nomic development.

Capacity building and skills de-
velopment is at the heart of ZEP-RE
which led to the formation of the ZEP-
RE Academy in September 2016, the
first ever of its kind on the continent.
Through the ZEP-RE Academy, the
company continues to fulfil its mandate
by being instrumental in the promotion
of insurance, reinsurance and related
training aimed at improving profes-
sionalism in the region.

ZEP-RE is fully compliant with ESG
framework and is focused on being a

transparent and responsible organiza-
tion. The company has placed itself at
the forefront of pursuing sustainability
in the insurance industry as a signatory
to the Nairobi Declaration on Sustain-
able Insurance. ZEP-RE is committed
to supporting the SDGs to ensure that
the organization creates a lasting, pos-
itive impact in the COMESA region, the
larger continental market, and beyond.

ZEP-RE was selected as an imple-
menting agent on behalf of the regional
governments of Kenya, Ethiopia, and
Somalia to drive the risk management
and inclusion component of the Horn of
Africa De-Risking, Inclusion and Value
Enhancement of Pastoral Economies
(DRIVE) Project. The project aims to
increase the resilience of pastoralist
communities in the Horn of Africa re-
gion through Index-Based Livestock
Insurance (IBLI) and scale up financial
protection for pastoralists across the
Horn of Africa with a package of finan-
cial services, including savings, to ad-
dress climate change shocks.
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ZEP-RE Academy

ZEP-RE Academy, the training insti-
tution of ZEP-RE (PTA Reinsurance
Company), was established in 2016 to
institutionalize the company’s found-
ing mandate of training insurance
and reinsurance industry personnel in
the Common Market for Eastern and
Southern Africa (COMESA) region
and beyond.

The Academy, which prides itself as
the first of its kind in the continent, has
strategically positioned itself to be the
continental provider of insurance and
reinsurance training solutions. With
this, the ZEP-RE Academy aims to
translate its strong belief in insurance
and reinsurance professionalism into
reality.

Based on its understanding that con-
tinuous professional development
(CPD) is critical for growth and prog-
ress in the sector, the Academy takes
pride in its expertise in upskilling

teams in insurance and reinsurance
companies, with on-the-job practical
training.

The Academy collaborates with Insur-
ance Regulatory Authorities in differ-
ent countries in the development of
markets. In partnering with Insurance
Institutes, Insurance Associations,
and Insurance Training Institutions
in the region the Academy is able to
respond to each market’s local train-
ing needs and requirements. It has
on numerous occasions also created
bespoke programs for individual com-
panies and institutions in response to
their needs.

Over 12,000 people have been
trained by the Academy since its es-
tablishment with over 80 percent of
these being reached after 2020 when
the Academy pivoted to online learn-
ing during the COVID 19 pandemic.
In addition to providing training, the

Academy also conducts research
and development to contribute to in-
novation and new product offerings,
developing underwriting manuals, ar-
ticles, and other publications as well
as mentoring young leaders.

The Academy has also taken to pro-
vide training on financial inclusion to
cater for the most vulnerable in our
communities who do not have direct
access to traditional insurance cov-
ers. This is done with the aim to im-
prove lives and create jobs for a vast
majority who are underserved by in-
surance. These programs target mar-
ginalized groups with a focus on pro-
viding financial security to the youth
and women.

The ZEP-RE Academy is also respon-
sible for providing training, sensiti-
zation and awareness to the DRIVE
Horn of Africa project.
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EDITOR’S NOTE

reetings from the ZEP-RE Academy, and wel-
come to our latest newsletter for the year!
We invite you to dive into a wealth of
well-researched articles spotlighting the in-
surance industry’s positive impact in fostering
awareness and creating visibility to drive tangible change
across the continent.

The insurance and reinsurance landscape is buzzing
with activity, navigating challenges from climate change
impacts in East Africa to geopolitical tensions in West Afri-
ca and maritime risks in the Suez Canal. In this edition, we
delve into the pivotal role of insurance in fostering sustain-
ability across these dynamic environments.

Our focus shines on the growing landscape of micro-
insurance, a key driver in elevating insurance accessibil-
ity across Africa, where penetration rates have long lan-
guished below 3% in many nations. Africa is forging its
path, crafting innovative solutions tailored to its unique
challenges and taking charge in telling its own story about
the spirit and ambitions of its young population.

Discover captivating stories illustrating how technolo-
gy-enabled microinsurance is bridging gaps in health, per-
sonal accident, and last expense coverage for the informal

Editorial Team:

Shipango Muteto | Rachael Kiragu

Linus Kimutai

Christine Gitachu - Mungai.
Training Manager, ZEP-RE Academy.

sector, historically underserved by traditional insurance
offerings.

The newsletter additionally previews the strides that
have been made in crafting bespoke policies for sectors
like agriculture. The discourse urges continuous innova-
tion to uplift millions of African livelihoods through insur-
ance mechanisms.

Our newsletter also offers insights into collaborative ini-
tiatives the ZEP-RE Academy employs to address skills
deficit, a critical element in the race to increase insurance
penetration.

We delve into the challenges faced by health insurers
in Kenya and showcase joint efforts among stakeholders
— insurers, reinsurers, healthcare providers, and interme-
diaries — working alongside regulators to forge mutually
beneficial solutions.

As global attention intensifies on climate-related risks,
the newsletter explores how insurers and reinsurers are
championing environmental, social, and governance initia-
tives in Africa.

This newsletter is just a glimpse of what's to come in
the year ahead. Enjoy your read and stay tuned for more
exciting updates!

Arnold Bukangwa
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HEALTH

Medical Insurance Dialogue: Over-
coming underwriters pain points

After bleeding for many years from

the segment, players come together

in search of means to stem losses
and make it sustainable

any medical insurers in Ken-

ya are grappling with rising

underwriting losses majorly

blamed on fraud, price un-

dercutting and inefficiencies
linked to under-investing in ICT infrastruc-
ture.

Insurance Regulatory Authority (IRA)
data shows underwriting losses from
medical insurance widened to KES1.15
billion in the three months ended March
2023 from KES628.6 million in a similar
quarter in 2022, overtaking the KES726.9
million loss that had been made in 2022.

Industry players are now coming to-
gether to talk about solutions to the pain
points of this class of insurance that
makes about a third of the general insur-

ance premiums. Medical insurance in 2022
accounted for KES54.89 billion or 32.5%
of premiums collected by general insurers.

Growing collaboration

ZEP-RE Academy has been collaborat-
ing with IRA and the Association of Ken-
ya Insurers (AKI) in conversations themed
‘The Kenya Medical Dialogue’ where in-
dustry players discuss ways of making this
class of insurance sustainable.

The first medical insurance dialogue
was held in November 2022, followed by
another one in May 2023, pointing to the
sector’s growing collaboration in building
sustainable business models.

ZEP-RE key accounts manager in the
medical department Brian Tarus says
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HEALTH

such joint initiatives are going to sup-
port best practices in the continent for
the benefit of all stakeholders.
“Medical is one of the areas that is
bleeding the industry and it calls for con-
certed efforts to be able to address these
challenges. Individually as insurers or re-
insurers, it is difficult to address something
like fraud and so the best way is to bring
all stakeholders on board. This is why we
started these dialogues,” said Mr Tarus.

%

Rife competition

The inaugural dialogue delved into the
challenges such as the low coverage of
the informally employed who make up the
majority of the population, the high cost of
medical care in private healthcare facilities
and the rife competition.

The workshop also provided a platform
for the industry players to discuss how
the lack of data sharing among insurers is
adding to their pain points.

The inaugural workshop set the stage
for the second one which saw participants
underscore the significance of enhanced
collaboration in finding lasting solutions.

“As stakeholders in healthcare, we need
to work more collaboratively for better bar-
gaining power on behalf of our clients, in
our quest as healthcare insurance provid-
ers towards provision of affordable and
quality healthcare for all,” said Njeri Jomo,
CEO of Jubilee Health Kenya.

The dialogues have been very success-
ful in getting joint commitments from the in-
dustry players, according to Mr Tarus who
says the pledges have been documented
and shared with AKI for implementation.
The progress will be tracked and dis-
cussed in subsequent workshops.

“On data sharing for example, it was
agreed that insurers will come up with a
framework for sharing data, especially
for large schemes, to encourage some
uniform pricing based on loss ratios. The
differentiating factor will be the extent by
which an underwriter decides to load more
for costs or profits,” said Mr Tarus.

There was also a consensus among
stakeholders, including health insurers, re-
insurers, healthcare practitioners, agents,
brokers, the regulator and technology
players that automation and digitization
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‘As stakeholders
in healthcare, we
need to work more
collaboratively for
better bargaining
power on behalf of
our clients...’

can potentially solve pain points such as
fraud and inefficiencies.

Central respository

On technology, the industry agreed to
support AKl in its ongoing project of creat-
ing a central repository of information and
also for underwriters to collaborate with
technology players such as Smart Applica-
tions Group, Savannah Informatics, MyDa-
wa as well as Mobile Network Operators
like Safaricom in co-creating solutions for
the industry.

AKI is working on an integrated health
information exchange and management
system— an all-inclusive system that will
enable medical underwriters and health
service providers to share agreed informa-
tion on a real-time basis.

Manager for general insurance business
at AKI, William Kiama, said having central-
ly-shared data will solve the current chal-
lenge where health data is segregated and
often not able to inform industry decisions
to improve the business and help address
gaps in medical insurance.

o

“Better decisions are made using indus-
try-wide data and therefore it is important
for the industry to collaborate, share the
individual data into a central server for the
same to be analyzed and help us make
better decisions,” said Mr Kiama.

Mr Tarus said there was a consensus
that the industry will start pursuing a val-
ue-based care model that has been adopt-
ed in some advanced markets as opposed
to the fee-for-service model that is current-
ly being applied.

Value-based care focuses on quality of
service as opposed to quantity of service
and is more difficult to administer but has
great potential for better outcomes for all
parties including the patients, providers
and the insurers when implemented opti-
mally.

Unleashinng potential

Fred Ruoro, the managing director at
CIC General said unleashing the potential
of medical insurance in the country will re-
quire that underwriters collaborate in get-
ting solutions to industry challenges.

“As underwriters, if we continue compet-
ing without seeking collaborations on in-
dustry challenges such as escalating costs
and fraud, in 10 years’ time, as an industry,
it will be detrimental for all. We must work
with data and articulate the additional val-
ue we are providing to our clients. The time
for collaboration is now,” said Mr Ruoro.

The relevance of medical insurance can-
not be overemphasized and it is therefore
in the interest of all stakeholders to em-
brace a collaborative approach to make it
sustainable. Addressing the many paint-
points in this class of insurance holds the
key in driving down prices and growing

uptake.
BACK TO CONTENT

EDITION 2 (JANUARY - MARCH) 2024




INSURANCE MARKET

Inside Africa’s bold bet
on microinsurance

Stung by the stubbornly low insurance uptake on the continent, play-
hers now turn to the bottom of the pyramid which includes smallholder
farmers, traders and manufacturers to increase penetration

frica’s rising uptake of micro-
insurance products in sectors
such as agriculture, health and
transport presents the best bet
in _deepening the penetration of insur-
ance_in a continent where coverage for
many countries is below three per cent.
Microinsurers in/different markets such
as Kenya, Rwanda and Zimbabwe are
increasingly tapping into.the rich base of
smallholder farmers, traders, manufac-
turers and people generating livelihoods
on a small and generally vulnerable scale

in the informal sector.

The microinsurance products are in-
creasingly resonating with people at the
bottom of the pyramid and those in the in-
formal sector. This is thanks to affordable
premiums and flexible payment terms
that are pegged on customers’ cash flow
patterns and simple documentation.

Only 3% of Africa’s GDP is covered
by insurance, which is less than half the
world average of 7%, according to Swiss
Re Institute World Insurance statistics
released in July 2023. Yet, insurance

provides a safety net from many exter-
nal threats like natural disasters, health
threats, and economic disruptions.

Many of the conventional insurance
products in areas such as health, educa-
tion, motor and pension have historically
locked out many people in the informal
sector who find the monthly premiums
too high. Conventional insurers have
begun to develop microinsurance prod-
ucts— a sign that traditional insurers are
also disrupting themselves to appeal to
customers who had been excluded by
the traditional products.

The Kenyan insurance market is for
instance seeing increased interest from
foreign investors and non-conventional
insurers who have been embracing col-
laboration in the distribution of microin-
surance products.

At the heart of this increased uptake
has been the use of technology in de-
signing, distributing and paying claims.
This has helped cut the high distribution
costs that have been a big barrier for
many conventional insurers.

Restructuring and rebranding

The introduction of microinsurance
products, helped by insurtechs, who are
riding on accelerator programs, sand-
boxes and incubators, is helping reach
millions of people who have struggled to
find the appeal of many of the traditional
insurance products.

“‘Microinsurance products have in-
creased both in numbers, and types.
While a few have been ‘dropped’,these
have mainly gone through restructuring
and rebranding. This speaks to increased
interest in this area,” said Tom Gichuhi,
the chief executive at the Association of
Kenya Insurers (AKI) during the launch of
a survey on the state of microinsurance
in the country.

Health, personal accident, and last ex-
pense are so far the most popular micro-
insurance products demanded, accord-
ing to the AKI findings. Other products
that are seeing increased interest include
crop and livestock insurance espe-
cially as the frequency and severity
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INSURANCE MARKET

of incidences such as drought
and floods rise.

ZEP-RE (PTA Reinsurance Com-
pany) is currently implementing the
World Bank-backed De-Risking, In-
clusion and Value Enhancement of
Pastoral Economies (DRIVE) that
covers Kenya, Ethiopia, Somalia and
Djibouti. DRIVE has seen a strong de-
mand in Kenya, having signed up over
73,000 pastoralists in hardly the first
five months of its roll-out. This is way
ahead of the initial plan of enlisting
25,000 pastoralists by the first year
and doubling this in the second year.

Increased penetration

Kenya’'s Treasury cabinet secre-
tary Njuguna Ndung’u said during the
reading of Kenya’s budget statement
for 2023/2024 that the Insurance Reg-
ulatory Authority (IRA), which over-
sees insurance business in Kenya,
will be rolling out a revamped microin-
surance framework to further contrib-
ute to increased penetration coverage
for individuals with low income.

“The Authority (IRA) will strengthen
private insurance’s role in universal
health coverage, promote crop and
livestock insurance and support in-
surance for micro, small and medium
sized enterprises,” said Prof Ndung'u.

ZEP-RE has been working with gov-
ernments and market players across
Eastern and Southern Africa to offer
life and non-life micro insurance prod-
ucts.

As a thought leader and supporter
of insurtech, ZEP-RE has also been
identifying and supporting specific
companies that contribute to improv-
ing access and affordability of insur-
ance products in high-impact sectors
such as agriculture, healthcare and
financial sector.

The 2023 inaugural ZEP-RE In-
surTech Program ended on October
27 th in Rwanda after six months of in-
sightful mentorship, capacity building,
corporate connections and progress,
with the top three insurtech startups

‘Microinsurance
products have
increased both
in numbers and

types...’

AKI chief executive officer Tom Gichuhi

getting a combined $30,000 to support their
ideas.

Laina Finance emerged as the overall
winner and was awarded $15,000. The
firm provides a digital platform that allows
for cash and credit payment for insurance.
E-arbitrator, which runs a case manage-
ment platform that allows access to arbi-
trators for resolution of disputes between
insurers and the insured, came second and
was awarded $10,000. Karisimbi Technolo-
gy Solutions came third and was awarded
$5,000 for its electronic medical records
software that eliminates paper work in hos-
pitals.

Other such initiatives that are pushing

for increased roll-out of microinsurance
programs include FSD’s BimalLab proj-
ect, which for instance, set out to sup-
port insurtechs in 10 African countries
in 2023. Bimalab has since its inception
in 2020 enabled 40 insurtechs to gain
visibility and push for resources to scale
their innovations, reaching three million
customers.

ZEP-RE Academy, the training arm of
ZEP-RE, in September 2023 held a mi-
croinsurance webinar with industry play-
ers. The webinar delved into, among
other topics, the product design and dis-
tribution and emerging trends in micro-
insurance in Africa. The webinar delved
into, among others, the product design
and distribution and emerging trends in
micro -insurance in Africa.

Repackaging for sustainability

The pace of developing flexible, af-
fordable and well-tailored policies is
catching momentum in different coun-
tries, especially with the regulators
backing the progress.

These changing trends further pres-
ent opportunities for the industry to
rethink their business models with the
overall objective of enhancing efficien-
cy, cost reduction and improvement in
the profitability that translates to long-
term sustainability of the industry.

Insurers have a crucial role to play
in ensuring protection against the new
and emerging risks, especially for peo-
ple in low-income, climate-vulnerable
communities. With regulatory authori-
ties supporting the development of such
products and various financiers coming
on board in the early and growth stag-
es, the continent looks set to see an in-
creased growth of microinsurance.

Microinsurance can help deliver pro-
tection and de-risk against disasters
and associated risks to health and eco-
nomic success The willingness of the
insurance sector to evolve and try new
possibilities promises to stimulate the
development and uptake of new micro-
insurance products and increase cover-
age on the continent.

BACK TO CONTENT
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COLLABORATION

How collaborations are
addressing skills gap In
the insurance sector

The evolving needs of the industry including customer
demands are reinfarcing the place of training to provide
Skilled workforce

10

any insurance companies are
looking for talented and moti-
vated staff who can bring fresh
perspectives and insights to the
industry’s evolving landscape.

The evolving nature of risks and customer
demands reinforces the place of training to
close skill gaps, as is done by ZEP-RE Acad-
emy, the training arm of ZEP-RE (PTA Rein-
surance Company).

The Academy also partners with regional
and international associations and institu-
tions to provide training solutions that ad-
dress market-specific knowledge gaps.

For instance, the Academy has
collaborated with Kenya’s College of
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Insurance, the Insurance Training Col-
lege of Uganda, UK’s Chartered Insur-
ance Institute (Cll) and SCOR—one of the
major reinsurers in the world — in the pro-
vision of capacity building to develop insur-
ance professionalism in the region.

Mr Isaac Olubitan, the CIl International
Manager - Africa, Americas, Caribbean & Eu-
rope, says the collaboration with the Acade-
my has helped in identifying knowledge gaps
and respond with targeted training.

“Cll isn’t physically on the ground in Africa
but through the collaboration with ZEP-RE
Academy, we are able to lend each other
strength. In the year that has gone by and in
the year before, we have been good at work-
ing together to identify the key needs in the
market,” said Mr Olubitan.

“What collaboration does is allow us to put
forward a number of solutions when it comes
to learning and development. This is part of
what we do with ZEP-RE Academy.”

Mr Olubitan adds that the emergence of
risks such as climate change and cyber-
crime are hastening the demand for ensur-
ing that insurance professionals are up to
speed on what is required to suitably handle
such emergent areas.

Collaborations

Such collaborations have enabled the
Academy to enhance the technical compe-
tencies of insurance and reinsurance practi-
tioners in areas such as life and medical, en-
gineering and fire, marine, microinsurance
and agriculture.

In 2023 alone, there were 5,307 partici-
pants who attended trainings held in collab-
oration with the Academy. This builds from
2022 when the Academy trained and duly
certified 1,211 participants from 34 coun-
tries from training programs made possible
through collaborations.

ZEP-RE Academy training manager Chris-
tine Gitachu says the insurance industry
needs to develop incentives for continuous
professional development (CPD) to increase
the motivation for employees of insurers and
reinsurers to upskill.

“Despite the insurance industry not de-
manding that insurance professionals attain
annual CPD points, the Academy will contin-
ue to deliver on its mandate to train insur-
ance professionals. We need the support
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‘Cll isn’t physically on the ground in
Africa but through the collaboration
with ZEP-RE Academy, we are able to

lend each other strength’

Cll International Manager for Africa Isaac Olubitan

of insurance institutions and associations
to come out strongly and incentivise their
members towards continuous professional
development,” said Ms Gitachu.

Dr Ben Kajwang, the chief executive of
the College of Insurance, Kenya, says the
trainings have helped improve the standards
of underwriting while also helping industry
players in the Common Market for Eastern
and Southern Africa (COMESA) region and
beyond to excel in their careers.

He says that while tight budgets could
tempt many underwriters to ignore trainings,
collaborations such as that of ZEP-RE Acad-
emy and the College of Insurance can help
lower costs for upskilling.

“Our partnership with ZEP-RE Academy
has upskilled professionals in the East Af-
rican region and across the continent. The
net effect is that the trainings have brought
high hygiene and sanity to the insurers and
reinsurers world,” said Dr Kajwang.

ZEP-RE Academy in collaboration with the
Chartered Insurance Institute (Cll), UK, in
November 2022 and April 2023, for instance,
organised two workshops in Mombasa and
Dar es Salaam respectively, equipping par-
ticipants with a practical understanding of
various principles of maritime insurance.

“The beauty of this programme, where we
were able to send Cll experts to deliver the
program locally, is that by visiting the port,
the individuals were able to take away prac-
tical experience that they can use from the
first day at work,” said Mr Olubitan.

Skills and professionalism

ZEP-RE Academy in November 2022 and
May 2023 collaborated with the Association
of Kenya Insurers (AKI) and the Insurance
Regulatory Authority in hosting the Ken-
ya Medical Insurance Dialogue Workshop
in Nairobi to discuss the pain-points in this
class of insurance and the possible solutions
such as adopting technology.

The Academy, since inception, has part-
nered with the College of Insurance to de-
liver its flagship program, The Proficiency in
Short-Term Reinsurance Practice & Claims
Management (PSTRP). The PSTRP is ex-
amined and certified by the College of Insur-
ance.

Mr Olubitan says it is very important that
the level of skills and professionalism in the
insurance industry is constantly reviewed
and raised if the industry is to win the trust
of customers and deepen insurance uptake.

“If we are to increase the level of penetra-
tion, we have to get to the point where we
put the customer first. The way to do that is
by ensuring that we have the right level of
knowledge to be able to deliver the needs of
the general population,” he says.

BACK TO CONTENT
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ENVIRONMENT

ESG: A growing sense
of urgency for insurers

Environmental challenges such as
floods and droughts draw attention
of the insurance industry

12

frica’s insurance sector is

increasingly developing a

sense of urgency towards

environmental, social and

governance (ESG) issues
including climate change, providing a
strong incentive for innovation.

The ESG issues, also known as
sustainability issues are progressively
beginning to receive attention from in-
surers and reinsurers especially with
challenges such as floods and droughts
posing a shared risk to societies across
the continent.

The Nairobi Declaration was for ex-
ample the highlight of the three-day in-
augural Africa Climate Summit held in
Kenya in September 2023, in which the
continent agreed on a common stand in
addressing climate-related issues.

Through the declaration, African
countries want the international commu-
nity to contribute to increasing the con-
tinent’s renewable generation capacity
from 56GW in 2022 to at least 300GW
by 2030 to address energy poverty and
bolster global supply of cost-effective
clean energy for powering industries.

The insurance sector is poised to
have an outsized role in supporting the
continent’s transition to a climate-con-
scious economy given that insurance is
about risk transfer and the climate tran-
sition is about risk, risk mitigation, and
risk transfer.

ZEP-RE ‘was among the industry
players who shared their expertise on
the insurance sector’s role in Africa’s
climate resilience during the Africa Cli-
mate Summit.

The AU event adds to other key initia-
tives on the continent that insurers are
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getting involved in as the ESG agenda
gathers pace.

The Nairobi Declaration on Sustain-
able Insurance, which in November 2022,
pledged to set up Africa Climate Risk Fa-
cility to underwrite $14 billion climate risks
such as floods and droughts by 2030, is
another move by insurers to ride on ESG
for increased resilience of communities.

Over 85 insurance and reinsurance
players from different countries including
Kenya, Cameroon, South Africa, Mali,
Mauritius, Ghana, Togo, Zimbabwe, Mo-
zambique, Namibia, Egypt, Gabon and
Sierra Leone are signatories to the decla-
ration that was formally launched in Nairo-
bi in April 2021.

Scale up underwriting

The facility will become one of the larg-
est first local market-based disaster risk
finance solutions involving underwriting
firms.

The facility, which aims to protect at
least 1.4 billion people against floods,
droughts and tropical cyclones by 2030,
will serve as a mechanism to scale up
private sector underwriting of climate di-
saster risk in Africa.

The signatories are calling for $900 mil-
lion in funding from development partners

and philanthropies to support the project
which seeks to subsidize premiums. The
money will be held in a trust and managed
by African Development Bank (AfDB).

Such a multi-donor approach will help
accelerate the move towards a sustain-
able self-functioning insurance industry
in Africa given the prevailing constrained
resources and low technical ability to un-
derwrite complex climate risks.

The African Development Bank in Sep-
tember 2023 unveiled the Africa Climate
Risk Insurance Facility for Adaptation
(ACRIFA), showcasing the collaborative
approach in insulating countries against
catastrophic weather-related events

The AfDB president Akinwumi Adesi-
na said the bank would raise an initial $1
billion of concessionary high-risk capital
and grants to catalyze the development
and uptake of insurance solutions to help
countries, businesses and communities
adapt to climate change.

“Extreme weather patterns negatively
impact the livelihoods of many millions
of farmers in Africa, the majority of those
being women. One way we can tackle
this issue is to be sure that farmers have
access to crop and livestock insurance,”
said Dr Adesina.

ESG guidelines

While the ESG focus has been more
about self-drive by underwriters and oth-
er financial sector players, some markets
are also coming up with regulations to
speed up this focus on ESG matters.

Nairobi Securities Exchange for in-
stance in 2021 published the ESG guid-
ance manual that compels firms listed on
the bourse including insurers, to disclose
sustainability initiatives including conserv-
ing nature and promoting diversity.

The move put the East African country
at par with other markets such as Egypt,
Nigeria and Botswana where such guide-
lines have been enforced to catalyse the
focus on ESG.

However, the rising severity and fre-
quency of climate and natural disaster
risks such as cyclones and droughts in
a continent where insurance coverage is
below 3%, means underwriters still have
a lot of room left to cover.
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Oplinion

Insurers role in putting
sustainability at the
centre of Africa’s growth

Insurers can play a critical role in choosing
investments that are well-aligned to their
environmental and social responsibilities
given their wide reach and expansive
interests
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couple of years back,

things were different.

Some of these differ-

ences can easily be

spotted, whilst others

you cannot quite pin-
point due to their subtility.

However, the changes can be felt.
One such glaring change is in the en-
vironment, with drastic weather con-
ditions that can no longer be ignored.

The average temperature of the
earth’s surface is now about 1.1 de-
grees Celsius warmer than it was
in the 1800s, with the last decade
(2011-2020) being the warmest on re-
cord, according to the UN which adds
that the last four decades have been
warmer than any previous decade
since 1850.

Human rights

We can now see the consequenc-
es. They are real! The cyclones in
Mozambique, the floods in Nigeria,
the wildfires in California, the drought
spells in Kenya where the once timely
rain seasons are no longer reliable.

In the same breadth, social mindset
changes are occurring in the corpo-
rate space. Corporates embedding
social factors within their business re-
lationships, ranging from employees,
suppliers, customers and commu-
nities, have become common. This
consists of inclusivity and diversity,
being conscious of human rights, la-
bour practices and community en-
gagement.

From a governance perspective, we
have noted intentional ethical leader-
ship and management practices keen
on transparency and accountability
in protecting the varying interests of
shareholders and other stakeholders.

Amongst the three ESG factors, the
insurance industry seems to be on
track in incorporating the social and
governance factors. However, the
environmental factor has yet to
be embraced at the right levels
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N to have a meaningful impact.
Global economies are under-
going sustainable transformation. The
insurance industry is a crucial player in
that multifaceted transformation as an
institutional investor since they control
large funds and support the transitions
of their portfolios and their value chains
into net-zero or near zero.
As institutional investors with signifi-
cant investment portfolios.

Long-term strategy

Insurers and reinsurers shouldn’t
view decarbonization as a corporate
social responsibility (CSR) but rather as
a long-term business strategy to, first
and foremost, turn around their balance
sheets—which are currently being hit
hard by the climate risks— and second-
ly, to ensure business growth by having
more insurable populations.

Recently, we have seen insurers shy
away from covering households in ar-
eas prevalent with wildfires, which au-
tomatically reduces their gross written
premiums (GWP) on that product line.
The third element — decarbonization—
is the reduction of internal costs related
to waste and energy efficiency accru-
ing which will have a positive impact on
their balance sheets.

Beyond the above, insurers should
intentionally develop and offer products
that promote environmental sustain-
ability.

Projects have cropped up in renew-
able energy, green building initiatives,
and many other environmentally friend-
ly investments. Favourable insurance
products would encourage and drive
more investments in those areas, con-
sequently increasing GWP for the in-
surers.

Insurers have access to vast vol-
umes of data that can be analyzed to
evaluate the ESG performance of the
companies they insure. This informa-
tion can then help guide underwriting
decisions and help clients improve their
sustainability practices.

14

Insurers should intentionally develop
and offer products that promote envi-
ronmental sustainability

Power to make positive change

In conclusion, the challenges we face
on climate change are man-made, and
we have the power to make the positive
changes required. It starts with each of
us, as individuals and as institutions,
pulling synergies and starting with baby
steps to make a difference.

The steps do not have to be complicat-
ed; insurers can start with basic things
such as switching to electric vehicles or
motorbikes for company errands to con-
verting our backup power in our offices
from generators to solar panels. These
are the scope one carbon emissions re-

duction which are attributed to sources
owned or controlled directly by a compa-
ny.

Then we can slowly transition to scope
two which are indirect sources such as
electricity consumed by a company and
then scope three emissions which are
also indirect— a good example being the
carbon foot print by employees as the
commute to work. However, we must all
start somewhere.

By Diana Chepng’eno

Diana Chepng’eno is the regional coordinator, UNEP
Finance Initiative’s V20 Sustainable Insurance Facility
for Africa &Middle East region
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CONTACTS

Nairobi, Kenya

Head Office

8th Floor, ZEP-RE Place
Longonot Road, Upper Hill
Tel: +254 20 4973000

Addis Ababa, Ethiopia

Country Office

Ground Floor, UNDP Regional Services Building
Near Bole Olympia Roundabout

Tel: +251 911 977970/ +251 730 49409

Kampala, Uganda

Country Office

5th Floor, Lourdel Towers

Plot 1 Lourdel Road, Nakasero
Tel: +256 782 312143

e

Abidjan, Cote d’lvoire
Regional Hub
Cocody Canebiere

08 BP 3791, Abidjan
Tel: +225 22 402785

Kinshasa, DRC

Country Office

8eme Etage, Immeuble Crown Tower
Boulevard du 30 juin, Avenue de Batetela
Tel: +243 856 716169

Lusaka, Zambia

Country Office

5th Floor, ZEP-RE Business Park,
Alick Nkhata Road, Mass Media
P.O. Box 36966, Lusaka, Zambia
Tel: +260 211 252586

Harare, Zimbabwe

Regional Hub

16th Floor, North Wing

Joina City

Cnr Jason Moyo & Inez Terrace
Tel.: +263 4 777929 / 932

Khartoum, Sudan

Country Office
Reinsurance House Building
Barlaman Avenue

Tel.: +249 183 799357 /8

Kigali, Rwanda
Country Office

5th Floor, Kigali Heights
KG 7 Avenue

Tel: +250 788 539201

Contact Us:

ZEP-RE Academy

Email: zepreacademy@zep-re.com
Tel: +254 20 4973000

Mobile: +254 709 973 000
Website: www.zep-re.com

ZEP-RE Place, Longonot Road, Upper Hill
P.O Box 42769-00100
Nairobi, Kenya
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