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Statement of purpose

The Race to Resilience Campaign (RtR) and the Sharm El Sheikh 
Adaptation Agenda (SAA) provide the frameworks that can help 
businesses deliver on adaptation and resilience: We urgently need to 
significantly enhance adaptation and resilience for communities, sectors, 
economies, and ecosystems upon which they depend



Foreword

Over the past two years, Marsh McLennan has worked closely with UN Climate Change High-Level 
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1. Executive summary

Over the past 50 years, the number of weather-related 
disasters has risen ῞ve-fold, with climate change 
generally accepted to be a primary driver. This rise, 
coupled with an increase in the value of assets 
and population movement to high-risk areas, has 
resulted in a signi῞cant increase in losses. Investing 
in adaptation and resilience is critical to combat these 
rising costs and ensure that communities around the 
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2. Introduction

The intensi῞cation of heat waves, ῟oods, droughts, 
wild῞res, storms, and other climate-related hazards 
has far-reaching implications on communities and 
ecosystems globally.

The average global surface temperature has 
increased to 1.1 degrees Celsius above pre-industrial 
levels and the consequences are readily apparent 
for the increased frequency and intensity of natural 
disasters.2 The latest Emissions Gap Report from the 
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The adaptation and resilience gap

ADAPTATION
Refers to adjustments in ecological, social, or 
economic systems in response to actual or expected 
climatic stimuli and their e῝ects. It refers to changes 
in processes, practices, and structures to moderate 
potential damages or bene῞t from opportunities 
associated with climate change.7

RESILIENCE
The capacity of social, economic, and environmental 
systems to cope with a hazardous event, trend, or 
disturbance, responding or reorganizing in ways 
that maintain their essential function, identity, and 
structure while also maintaining the capacity for 
adaptation, learning, and transformation.8

Increased investment in climate adaptation 
and resilience is an urgent priority. Demand for 
adaptation ῞nance in developing countries is 10 to 
18 times greater than oῠcial adaptation ῞nance 
῟ows, resulting in a ῞nancing gap of $194 billion 
to $366 billion a year.9 Globally, estimates suggest 
less than 2% of adaptation ῞nance currently comes 
from private sources while around $3 trillion a year 
of investment in climate-resilient infrastructure is 
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Purpose and summary of the report
This report supports the UN Race to Resilience 
and the Sharm-El-Sheikh Adaptation Agenda by 
addressing how insurers can undertake the vital work 
of scaling climate adaptation and resilience initiatives. 
The report draws upon research and perspectives 
from experts across Marsh McLennan as well as the 
broader insurance industry. It builds on last year’s 
report, “Fulfilling a Legacy of Societal Risk Management,” 
which was released at COP27 by the High-Level 
Champions, Adrienne Arsht Rockefeller Foundation, 
and Marsh McLennan.16

This year’s report seeks to answer the 
following questions:

• What impact can the insurance industry have 

/insights/publications/2022/november/fulfilling-a-legacy-of-societal-risk-management.html?bsrc=mmc
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Moral hazard hinders insurance uptake and risk 
mitigation. All traditional insurance schemes face a 
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RECOMMENDATION 1

Prioritize resilience as a 
strategic imperative

COMMERCIAL BENEFIT OF THIS RECOMMENDATION
Making resilience a strategic priority enables insurers 
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Exhibit 5: Insurer focus on adaptation and 
resilience as part of climate strategy35

Quantitative targets

Climate risk identified, adaptation and resilience
not identified
Climate adaptation and resilience specifically identified
No climate-related issues identified

Emissions and
Energy Transition

100%

85% 80%

10%

Adaptation and
Resilience

5.1 Climate-related targets and initiatives    
       discussed in sustainability disclosures

5.2 Priority climate-related issues identified in
       materiality assessments

12%12%12%
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Exhibit 6: Example opportunities for insurers to increase resilience

TYPE EXAMPLE IMPLEMENTATION

Parametric insurance
Provides faster payouts to 
policyholders and enables 
quicker recovery

The African Risk Capacity (ARC) pools climate-related risk from 
partner countries, who pay premiums for parametric policies. 
After events, countries and speci῞c stakeholders like farmers 
quickly receive payouts.36Product 

Offerings

Credit insurance
Provides ῞nancial stability to 
resilience-building projects
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The insurance industry has an opportunity to 
protect farmers, as well as the world population that 
relies on crop production, while incentivizing climate-
smart agriculture to provide more resilience to farms. 
Insurers can tap into new products and distribution 
methods and work with private and public partners 
to increase coverage of agriculture. For instance, 
Blue Marble, a microinsurance provider, increased 
the coverage and resilience of co῝ee production via 
the distribution of a parametric product to co῝ee 

farmers through its partnership with Nespresso, 
a private company, as well as government bodies.53, 

54 In addition, Swiss Re launched a weather-index 
coverage program for smallholder white-maize 
farmers in Mexico in partnership with the Insurance 
Development Forum, Mexico’s Ministry of Finance, 
and state-owned re-insurer Agroasemex, covering 
against excessive rainfall, droughts, and other 
natural disasters through a parametric policy.55

Nature-based solutions
Nature-based solutions (NBS) are investments that 
protect natural ecosystems and build resilience 
against climate change. Natural ecosystems such as 
coral reefs, mangroves, and salt marshes reduce the 
severity of climate disasters, capture greenhouse 
gases, and provide other socioecological bene῞ts. 
NBS can provide more than 30% of the climate 
mitigation needed to limit global warming to the 
2015 Paris Agreement targets, given that these assets 
are between ῞ve times and ten times more e῝ective 
than human-engineered solutions.56, 57 By investing in 
these solutions in areas where they are also active in 
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HARNESSING CO-BENEFITS OF INCREASING 
RESILIENCE AND SUPPORTING CARBON REMOVAL
In addition to direct investments in resilience, insurers 
can also indirectly encourage resilience through the 
voluntary carbon market (VCM). Carbon credits or 
o῝sets, which are traded in the VCM, represent one 
metric ton of carbon dioxide or another greenhouse 
gas that has been removed, reduced, or avoided. These 
are often bought by businesses to o῝set their own 
CO2 emissions. These o῝sets are often derived from 
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RECOMMENDATION 2
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Exhibit 8: Examples of how existing partnerships are designed across the above principles

Flood Re69, 70, 71, 72
California Wildfire Fund 
(CEA)73, 74, 75, 76

Kenya Livestock Insurance 
Program (KLIP)77, 78, 79

DESIGN 
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RECOMMENDATION 3

Improve accuracy and availability of 
climate-related data and analytics
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the number of involved actors, privacy and security 
measures, and the necessary infrastructure and 
technical capabilities.
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RECOMMENDATION 4

Create an industry standard around 
“build back better”

COMMERCIAL BENEFIT OF THIS RECOMMENDATION
Ensuring that buildings are better able to withstand 
weather-related disasters can signi῞cantly reduce 
future ῞nancial losses and claims payouts. This makes 
the price of coverage more a῝ordable for policyholders 
and keeps risk at a level where insurance can remain 
available and insurers can remain active in markets, 
despite increasing disaster frequency.

ɇBuild Back BetterɈ (BBB) is de῞ned by the United 
Nations Oῠce for Disaster Risk Reduction as ɇthe 
use of the recovery, rehabilitation and reconstruction 
phases after a disaster to increase the resilience of 
nations and communities through integrating disaster 
risk reduction measures into the restoration of 
physical infrastructure and societal systems, and into 
the revitalization of livelihoods, economies, and the 
environment.” BBB’s goal is to enable communities 
to better manage future disaster risks by improving 
the reconstruction process — through ensuring new 
development is located outside of high-risk areas 
and requiring that buildings and infrastructure can 
structurally better endure disasters such as ῟ooding, 
earthquakes, and ῞res.96 BBB has additionally been 
used to drive the use of more sustainable materials 
in the rebuilding process, embedding a resilience 
mindset and minimizing the carbon footprint 
of rebuilding.

The bene῞ts of taking the resilience of buildings 
and infrastructure into account are indisputable. 
BBB increases resilience to future disasters and 
reduces the potential for future losses by focusing 
explicitly on risk reduction throughout the rebuilding 
process. Without a focus on resilient construction, 
communities and regions may su῝er further from 
avoidable damage and loss of life. With the 2004 
Indian Ocean Tsunami, 2005 Kashmir Earthquake in 
Pakistan, and the 2009 Samoan Tsunami, the degree 
of damage and loss of life could have been reduced 
if there had been greater consideration of risks 

during the design and construction of buildings and 
infrastructure.97 These are only a handful of select 
examples — this theme is apparent and repeatable 
across disasters throughout the 2000s.

Data has also shown that stronger buildings and 
infrastructure signi῞cantly reduce ῞nancial losses 
and costs from natural disasters. For example, 51% 
of homes built after 2008 survived undamaged after 
CaliforniaɄs 2018 Camp Fire wild῞re, the deadliest and 
most destructive in the state’s history. That compares 
with 18% of homes built pre-2008 under less-stringent 
building codes.98

An analysis by the World Bank suggests that if all 
countries were to adopt BBB practices over the 
next 20 years, global losses from disaster would be 
reduced by 12%, or $65 billion a year. This reduction 
is most noticeable in some developing economies, 
where the resulting loss reduction could be 
over 40%.99

Given the signi῞cant savings and increase in 
resilience that can come from building back better, 
not to mention the reduction in injuries and fatalities, 
it is understandable that there has been an increased 
focus on this idea over the past two decades.

Obstacles to build back better
Many existing e῝orts are led by the public sector 
with a heavy burden on public funding, and do not 
involve private insurers. As stated in the barriers 
section of this report, there is a lack of public 
emphasis on resilient construction, and programs 
like FEMA and the NFIP in the United States tend 
to allocate the majority of funding towards post-
disaster activities that do not support resilience, 
such as rebuilding to the same standards and in 
the same high-risk locations.100, 101 Insurers are 
typically not involved early enough in planning 
and reconstruction to meaningfully support BBB 
initiatives. In addition, insurers face diῠculties 
fully implementing BBB with their current policy 
structures and wordings, and incorporating 
bene῞ts of resilience into 
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BBB is particularly relevant to insurers given their 
position in funding recovery. The Global Federation of 
Insurance Association recommends that, for recurring 
disasters to be avoided, “identical reconstruction 
after a natural disaster should not be the default.”102 
While insurers have done a lot of thinking on this 
topic, BBB’s execution remains siloed across the 
industry and lacks a consistent standard. This raises 
a further impediment to insurers adoption of BBB 
measures on an individual basis, namely that the 
future bene῞ts by way of reduced incidence and 
severity of losses may not accrue to the sponsoring 
insurer. Because insurance is overwhelmingly a 
12-month cover, customers who have bene῞ted 
from BBB in the claims processes of one insurer are 
free to switch to another insurer at any time. This 
moral hazard is best addressed by a combination 
of industry-wide adoption of a BBB standard, and 
incorporating fully risk-re῟ective pricing so that the 
sponsoring insurer can price to re῟ect their better 
understanding of the reduced risk exposure.
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Exhibit 10: How insurers can play a larger role in BBB

POTENTIAL 
ACTIONS 
FOR INSURERS

1 2 3

Make changes to existing 
insurance policies and 
reinstatement clauses to 
support BBB

Provide premium reductions 
to incentivize policyholders to 
take risk mitigation measures, 
serving the dual benefit of 
reducing risk of loss for the 
insurance company and making 
insurance more affordable for 
the policyholder

Work with the public 
sector to provide funding 
to support structural 
improvements or relocation, 
potentially in exchange for 
reduced premiums

Example(s) • Insurers can remove the 
“same location” clause in 
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Practically, there are several ways that insurers can 
use their expertise to advocate for change:

1. Expand one-on-one relationships with 
communities where insurers are already 
providing coverage. 
An example of this type of partnership exists 
in South Africa between Santam, South Africa’s 
largest insurer, and a municipality along the Vaal 
river. After dealing with repeated ῟ooding and 
increasing losses, Santam began sharing data and 
risk assessments with the municipality to support 
῟ood-related disaster planning and increase 
resilience in the area. In return, the municipality 
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Exhibit 11: 
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Regulators need to protect and act on behalf 
of policyholder interests. However, there are 



30

5. Roadmap for success

The recommendations detailed in this report 
outline opportunities for insurers to contribute 
to reducing the ῞nancial and physical impact of 
increasing weather-related disasters, expand 
global insurance coverage, and ultimately improve 
economic outcomes. This is a commercial imperative 
for the industry as climate-related risks continue 
to grow and threaten global businesses and 
communities. Insurers should determine how these 
recommendations can be leveraged to best suit their 
priorities and goals, taking into consideration their 
key geographies, risk exposure, size, and capabilities. 
While the implementation of the recommendations 
and de῞nition of success may vary across ῞rms, 
insurers must all take steps to align their business 
with adaptation and resilience and address growing 
climate risks.

While individual insurers should establish targets for 
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Supplement

Ongoing adaptation and resilience 
insurance initiatives

Support for climate adaptation and resilience in 
the insurance industry is already well underway. 
The UN High-Level Champions-Adrienne Arsht 
Rockefeller-Marsh McLennan joint-report published 
last year at COP27, ɇFul῞lling a Legacy of Societal Risk 
Management,Ɉ highlighted 17 innovative insurance 
initiatives that were advancing climate adaptation 
and/or risk reduction. Over the last year, many of 
those initiatives have made successful progress, and 
many more initiatives have begun. The following 
case studies showcase ongoing initiatives that are 
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Global insurance supervisory focus 
on climate risk reduction

In early November, the International Association of 
Insurance Supervisors (IAIS) released a white paper 
outlining various actions the industry’s regulatory 
bodies could take to reduce climate-related protection 
gaps. Titled “A Call to Action: The Role of Insurance 
Supervisors in Addressing Natural Catastrophe 
Protection Gaps,Ɉ the paper sets out ῞ve areas where 
supervisory action can best contribute to addressing 
protection gaps by: (1) assessing insurance protection 
gaps; (2) improving consumer ῞nancial literacy and 
risk awareness; (3) incentivizing risk prevention and 
reduction of insured losses; (4) creating an enabling 
regulatory and supervisory environment to support 
availability of insurance and uptake of coverage; and 
(5) advising government and industry on the design 
and implementation of public-private partnerships or 
insurance schemes.

The report also highlighted the importance of 
multi-stakeholder engagement, and suggested 
quite strongly that reducing protection gaps are 
proper activities for insurance supervisors to 
pursue. The IAIS now plans to build o῝ of the report 
by engaging policymakers, industry leaders and 
other key stakeholders such as the Organization 
for Economic Cooperation and Development, the 
Global Shield against Climate Risks and Insurance 
Development Forum.

KEY CONTACT:
Conor Donaldson
International Association of Insurance Supervisors

Innsure corps 

The climate-focused InsurTech incubator InnSure 
launched a new insurance sector professional 
development network that aims to organize, train, 
and deploy a legion of risk-literate insurance activists 
to — among other things  — support technical 
assistance providers in at-risk/in-need communities. 
The program, called InnSure Corps, was launched 
during Climate Week NYC, and within a month had 
chapters established in eight communities including 
New York, San Francisco, Boston, and Bermuda.

When fully implemented, the InnSure Corps will 
receive specialized training in the various roles 
the insurance sector can play in advancing climate 
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Milwaukee river risk and 
resilience initiative

The Milwaukee River Risk and Resilience Initiative 
(M3RI) is a public-private partnership that seeks to 
utilize the insurance mechanism to capture and scale 
the economic bene῞ts of nature-based risk reduction 
projects across the Milwaukee River watershed. 
The Metropolitan Milwaukee Sewerage District 
(MMSD) is a long-time leader in deploying nature-
based solutions to address water quality and ῟ood 
management challenges. Recently, they entered into 
a larger-scale program with Ducks Unlimited (DU) to 
restore 4,000 acres of wetlands and plant six million 
trees to reforest the Milwaukee River watershed.

In an e῝ort to document and monetize the ῟ood 
reduction bene῞ts of these projects, Guy Carpenter 
is working with MMSD and DU to reconcile their 
modeling of the hydrological impacts of the 
new vegetation with more traditional insurance 
catastrophe risk modeling by working with leading 
(re)insurance companies to structure a parametric-
based community-level insurance program that 
would be re-priced each year ɀ up or down 
ɀ to re῟ect the new risk factors. If successful, 
the program should create a scalable model for 
capturing the positive externalities of nature-
based ῟ood mitigation projects.

The M3RI continues to seek funding partners for 
the e῝ort, as well as other private sector actors ɀ 
including farmers, shippers, and railroad companies 
ɀ that can contribute to reducing ῟ood risk even 
further throughout the watershed. The anticipated 
implementation in 2024.

KEY CONTACTS:
Kevin Shafer
MMSD

Kellis Moss
Ducks Unlimited

Francis Bouchard
Marsh McLennan

Neighborhood heat 
protection concept

CaliforniaɄs Fourth Climate Assessment identi῞ed 
extreme heat as one of the deadliest forms of climate 
related risks. In one 10-day heatwave in 2022, the 
state’s public health agency estimated that nearly 
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New Zealand natural hazards portal

Due to its exposed location in the Paci῞c Ocean, 
New Zealand is subject to a range of natural hazards, 
including earthquakes, landslides, volcanic activity, 
tsunamis and ῟ooding. To address these growing 
exposures, Toka Tu Ake EQC, a New Zealand Crown 
entity that provides natural hazard research, 
education and insurance, has established a Natural 
Hazards Portal to help communities and people 
understand their exposures and their choices.
Capabilities on the portal include granular details on 
hazard exposures, tools for conducting personalin6ro



https://piisa-project.eu/


https://www.cisl.cam.ac.uk/files/risk_sharing_for_loss_and_damage.pdf
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Senegal Public Solidarity Fund (FSN)

 
 
Senegal’s Fonds de Solidarite Nationale (FSN) aims 
to provide timely emergency relief response to 
populations a῝ected by climate and disaster shocks 
in Senegal. Their public-private partnership with 
Gallagher ReɄs Public Sector & Climate Resilience 
Solutions practice focuses on leveraging the role of 
the private sector in their ῞nancial preparedness 
and resilience strategy.

The work — which started in 2022 — adopts 
a holistic approach to climate adaptation and 
resilience. By anticipating future, highly disruptive 
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Talent secondment program 
supports cities’ adaptation efforts
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UNCDF partners with Howden 
to build climate resilience for 
vulnerable communities in Fiji
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ZestyAI-SBP CDRZ pilot

In an exercise intended to illustrate the power of 
the recently enacted Community Disaster Resilience 
Zone (CDRZ) legislation in the United States, ZestyAI 
ɀ a leading provider of climate and property risk 
analytic solutions — teamed up with the national 
disaster resilience non-pro῞t SBP to create a pilot 
replicating CDRZ’s big data, risk reduction analysis, 
and community level funding focus. It started with 
a three-day hackathon where ZestyAI employees 
integrated the government’s risk and social equity 
datasets to identify the three US communities most 
vulnerable to wild῞re exposures. ZestyAI then applied 
its machine learning capabilities to identify and price 
the speci῞c risk reduction approaches required to 
reduce the wild῞re exposure in all three communities. 
SBP then successfully pursued a $100,000 grant 
award from the Climate Resilience Challenge 
that will now be used to implement ZestyAI’s 
risk reduction recommendations.

KEY CONTACTS:
Nick Allain
Head of Marketing, ZestyAI

Liz McCartney
Chief Operating Oῠcer, SBP
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Community Disaster Resilience 
Zones (CDRZ)

Last year, CDRZ was included in the Race to Resilience 
report as an example of a public policy initiative 
being promoted by the reinsurance sector as a means 
of addressing both social equity and climate risks. 
Since last COP, the US Congress enacted CDRZ by 
overwhelmingly large majorities, and the Federal 
Emergency Management Agency (FEMA) designated 
nearly 500 US communities as CDRZ zones, thereby 
increasing federal funding options, providing access 
to technical assistance capabilities, and prioritizing 
CDRZ communities for various federal programs.

The insurance sector is now pursuing two primary 
ways of advancing the CDRZ concept. The ῞rst 
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Meso-level approaches to climate 
risks in Ghana

Under the umbrella of the InsuResilience Global 
Partnership, the German development agency GIZ 
has partnered with Allianz Re to help three ῟ood-
prone communities in Ghana develop and implement 
Integrated Disaster Risk Management Plans. The 
e῝ort began with the collection of relevant and/
or missing data, the modeling of ῟ood hazards, 
and extensive risk assessments based on the 
Economics of Climate Adaptation methodology.

Based on these ῞ndings, the municipalities 
conducted cost-bene῞t analyses of protecting 
high-value public assets, while also pursuing 
risk literacy, waste management, contingency 
planning, and early warning activities. In addition, 
they leveraged earlier e῝orts by the World Bank 
to develop an app that enabled risk-informed 
decision-making and early warning signaling.

Alllianz Re utilized much of the same data and 
analytics to develop a bespoke insurance program 
for publicly held assets that included a 20% rapid 
payment component that would cover response 
actions for those households most a῝ected by 
the events.

 
KEY CONTACT:
Daniel Stadtmueller
Team Lead, InsuResilience Global Partnership

Smallholder farmers in Mexico

 
Last year’s report featured a Tripartite partnership 
program focused on smallholder farmers in Mexico. 
The program covers over 10,000 farmers against 
῟ood and drought through a sovereign parametric 
solution. The parametric cover was triggered twice 
during the pilot phase, providing over 1,400 farmers 
with payments to compensate for lost income 
and enhance community resilience. The program 
was considered so successful that the Mexican 
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Urban Infrastructure Insurance 
Facility (UIIF)

Last year’s report featured the launch of Urban 
Infrastructure Insurance Facility (UIIF), a multi-
city pooling concept that aims to facilitate access 
to climate ῞nance, transfer catastrophe-level 
exposures, and identify pre-event risk reduction 
initiatives. Sponsored by Local Governments 
for Sustainability (ICLEI), the program has now 
selected and on-boarded its 10th participating city, 
each of which will undergo a thorough seven-step 
process of identifying, managing and ῞nancing 
climate risks.

The program’s goals are to form a diverse risk pool 
across the 10 cities, cover at least 7.5 million poor 
and vulnerable people and deploy at least 100M Euro 
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