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Why this

This report summarizes the key findings of an inclusive
insurance and risk finance country diagnostic carried out in
Colombia by the UNDP's Insurance and Risk Finance Facility
(IRFF). The objective of this summary report is fo present a high-
level overview of the following information:

Recommendations

The current The current

i to advance inclusive
= r|§kﬁ, state of state of insurance, risk finance and
?spefclo. }2 inclusive disaster risk overall dlevelopmen’r in

UL UOTATEE insurance finance

Colombia

This summary is infended to serve as a starting point for
discussion and collaborative action planning on inclusive

insurance and disaster risk finance between UNDP and key
stakeholders including insurance sector actors, government
agencies and other development sector actors.

IRFF goals )

Impacts: Reduced vulnerability, Outcomes: Country and community

enhanced resilience of long-term resilience improved by

counfries and communities, and development and delivery of infegrated

strengthened prospects insurance, risk finance and investment

for sustainable development. solutions, from products, fools and
services all the way leading to market
fransformation.

Contact IRFF for questions:
If you wish to discuss the findings and
recommendations of this report, reach out to:

irfff@undp.org



Key

messages

Risks: Floods, earthquakes, drought and landslides.

Inclusive insurance: The inclusive insurance sector in Colombia has made important
advances, but the country's geography and production characteristics have limited its growth:
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In 2021, 2.2 million microinsurance policies and 21 million mass insurance policies were active
In 2021, 22 of 43 insurance companies offered microinsurance products and 31 offered mass
insurance products

Microinsurance coverages are concentrated in voluntary group life (43.7% of premiums),
personal accidents (22.4%) and individual life (7.2%), while mass insurance is concentrated in
group credit life insurance (21.4%) and mandatory motor insurance (20.8%)

The inclusive insurance sector is supported by an active and skilled insurance association
(Fasecolda) and regulated by the financial regulator (URF) and the insurance supervisory
body (SFC). In association with SFC, Banca de las Oportunidades contributes to regular
sector analysis and policy development to improve levels of inclusion in insurance.
Colombia has started to apply a proportionate approach to the regulations for inclusive
insurance, enabling insurers to offer inclusive insurance more efficiently and effectively.

Risk finance:

Hazard maps and data on past disasters are generally available, but Colombia lacks a
comprehensive national risk assessment

A clear structure around disaster risk management has been created, guided by the
National Disaster Risk Management Plan (2016-2025) and led by the National Unit for
Disaster Risk Management (UNGRD), both of which incorporate an aspect of disaster risk
financing

Colombia has access to some disaster risk financing mechanisms, including a National Fund
for Disaster Risk Management and a contingent loan from the World Bank. A comprehensive
disaster risk financing strategy needs to be updated to include different types of risk finance
tools that may have been or will be developed.

Key recommendations include:

Build databases on available demand information and facilitate training to support insurers
to develop a broader range of inclusive insurance products, with an emphasis on making
these products accessible and affordable for the most vulnerable sectors of the population
Support the implementation of insurtech solutions

Create cohesive inclusive insurance regulatory guidelines

Facilitate and promote the development of inclusive agriculture and disaster risk insurance
products

Develop or update the current risk profile for Colombia

Continue to pursue the development of risk transfer mechanisms.



Colombia’s
development
and risk profile

Key macroeconomic
and development indicators

3.3% average GDP growth

was achieved over the last decade.
Colombia is one of the most dynamic
economies in South America and has

a stable macroeconomic environment.!

of the population
live in urban areas.”

10.8% N,
of Colombians? (out of a
population of 51 million?) lived

at or below the poverty level
(less than US$2.15 per day) in
2020, up from 5.3% before the

COVID-19 pandemic in 2019. 58%

of Colombia’s workforce is in

........................................................... O

the informal sector, up from
9 .5% 47.6% before COVID-19.8In
of the population has no access the agricultural sector,
to financial services.* informality rose to 86% during

the pandemic.?

$5.2 billion

(21.1 trillion Colombian pesos,
COP) of Colombian Government
expenditures related to disasters®
between 2011 and 2019.¢
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Key risks and hazards

Flood0 O

Includes riverine, flash and
coastal floods.

* 88,000 aoffected individuals
e $28.8 million in damages.

Exireme events in a given
year can cause even greater
destruction; for example,
heavy rains in 2010-2011
caused over $6.2 billion

in damages to crops and
infrastructure.

Flood risk is projected to
affect between 1.4 and 1.7
million people along the
Caribbean and Pacific coast.

Droughtw O eeerernnnrnrrnneaesnsninnnnens

Can lead to water supply
shortages for human and
agricultural needs.

e 90,000 offected individuals.

Drought-related conditions
have become approximately

2.2 times more frequent than in

previous years.

gesennneeeeeeeens O

Earthquake™

Ground movements and
fsunamis have occurred in
the past.

¢ 12,000 offected individuals
¢ $19.3 million in damages.

Around 87% of the
population is exposed to
a medium or high risk of
earthquake.™

Landslide

Massive movements of rocks,
land or mud.

¢ 1,000 aoffected individuals'
¢ $0.9 million in damages.'”

Around 23% of people and
16.3% of territory are located
in landslide risk zones.'

* Total affected individual numbers are estimated based on natural hazard experience across 1900-2020 (annualized).



Inclusive
iInsurance'’;
Status

Context

LN

2.2 million
microinsurance
policies were active

at the end of 2020’8,

21 million additional
mass insurance
policies included
mandatory covers,

Since 2000,
microinsurance products
have been offered,

with the insurance

— covering primarily such as credit life association Fasecolda
— - life and personall and mandatory documenting them for
— - accident risks. vehicle accident.” the first time in 2007.%°

Enabling environment

Highlights from the enabling environment for inclusive insurance in Colombia

Inclusive insurance related regulations

Colombia does not have specific regulations for
microinsurance or inclusive insurance. However, in Circular
Letter 009 of 2021 (and Circular Letter 007 of 2022), the SFC

supplied a technical definition, for information purposes, of
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microinsurance and mass insurance, and requested insurers
to report data on both. Other regulations have helped
facilitate inclusive insurance, including:

Decree 034 of 2015, which modified Decree 2555

and empowers insurance companies to use bank
correspondents as a commercial channel for insurance
products

Decree 2123 of 2018, which addresses insurance
marketing operations and mass commercialization

to facilitate the delivery of mass and microinsurance
products

External circulars 026 of 2008, 034 of 2015 and 027 of
2020, which attempt to proportionately apply anti-money
laundering regulations, for example by easing the know-
your-customer burden on companies when offering
products with insured values below a specified amount.

Regulatory Decree 2555

In Colombia, financial
sector regulation is
compiled in asingle
regulatory decree, Decree
2555, which was first
published in 2010 and
has been updated with
all the changes made to
date. This decree collects
and reissues regulations
regarding the financial,
insurance and securities
market sectors.
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Stakeholders
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National Development Plan
(NDP) 2018-2022

Designed to realize the country’s
2030 Sustainable Development
Goals (SDGs) commitments, NDP
2018-2022 aims to boost equality
and enfrepreneurship, among
other things, with a $325 billion
budget.”? One target aimed to
increase Colombia’s financial
inclusion indicator (the percentage
of adults with at least one active
savings or credit product) to 85%
in 2022,2 which was achieved in
2021. The Colombian Government
is currently building its next
National Development Plan, which
will establish the work route for the
next four years.

National Policy on Inclusion and
Financial Education (2020) (CONPES
4005)

In September 2020, the National Economic
and Social Policy Council formulated
CONPES 4005, which strategizes action
plans to integrate financial services,
including insurance, into the daily activities
of citizens and micro, small and medium-
sized enterprises (MSMEs).?'

Roadmap for the Modernization of the Insurance
Sector 2021-2025

URF's roadmap proposes modernizing the regulatory
framework of Colombia’s insurance sector based on three
pillars: resilience, fransparency and inclusion. A work plan
proposes six strategies, including a project for technical
studies on inclusive insurance. Topics include an analysis

of the costs and benefits of new inclusive insurance
modalities, the expansion of marketing channels and
evidence-based design of financial education strategies.?

Banca de las Oportunidades
(Bank of Opportunities, BdO)

BdO is a government programme
aimed at promoting access to
credit and other financial services,
specifically among low-income
families and MSMEs, by creating
conducive conditfions, such as

by fostering regulatory reforms
and promoting agreements with
different sectors. It has supported
many initiatives for inclusive
insurance, often together with
Fasecolda or SFC.%

Financial Superintendency of Colombia
(Superintendencia Financiera de Colombia, SFC)

The insurance industry is supervised by SFC, whose main
objectives include protecting consumers and ensuring
the stability of the financial system. It publishes an
annual financial inclusion report together with Banca
de las Oportunidades. SFC is a supervisory entity that
operationalizes the policies issued by URF.

A
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Federation of Colombian Insurers (Fasecolda)

With 35 members as of mid-2022,% Fasecolda represents
the majority of the insurance industry. It has been a strong
and capable promoter of inclusive insurance since the
early 2000s and has a Financial Inclusion Committee that
pursues strategies to promote insurance as an important
instrument to improve quality of life. It has run a financial
education programme for insurance since 2008 and has
led other initiatives supporting inclusive insurance.?

Financial Regulation Unit (Unidad
de Regulacién Financiera, URF)

URF is an entity with administrative
autonomy attached to the Ministry
of Finance and Public Credit. URF
regulates the insurance sector at a
policy level.? It is conducting a study
on the development of parametric
insurance in Colombia, which should
be completed by 2023.




Supply-side snapshot?®

Insurance (traditional and micro) coverage: Fast facts

20 life insurers and 23

general insurers were registered
with SFC in December

2021. Their participation in
inclusive insurance offerings
is high: in 2021, 22 of 43
insurance providers offered
microinsurance, while 31
offered mass insurance.

[0 ER R R R R

3% insurance

penetration (insurance

premiums as a proportion of
GDP) was achieved in 2021,
on par with the average of
3% for Latin America, while
insurance density was at
$183, lower than the region’s

$240 average.’!
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Distribution

Insurance agents/agencies
and brokers make up the most
common distribution channel.
Mass and microinsurance
products make greater use of
alternative channels: 36% of

microinsurance premiums came
from other entities overseen

by SFC including banks, while
16% came from public service
companies, 4% from NGOs and
4% from retailers.

8. 7% was the annual

growth rate of gross written
premiums for the total
insurance sector in 2016-2021.%

Ceeeeeeeeecsaceeaaaeeettttaaaaeetttetnaaaans (o)

$7.6 (COP 30,894) was the
average monthly premium for
microinsurance policies in 2021.

Ceeeeeeeeecsaceeaaaeeettttaaaaeetttetnaaaans (o)

$208 million (COP 837

billion) microinsurance premiums
in 2021 accounted for 2.4% of
the total industry gross written
premiums of $9 billion (COP 35.4
trillion)*2, while mass insurance
accounted for 36.4% (largely
group credit life and mandatory
motor vehicle).

........................................... [e)

Almost 27.3% of all insurance
premiums were marketed
remotely (for example, using
websites, mobile applications

or call centres). Colombia’s
current low internet access levels
(70%)%® could present a barrier
to reaching the most vulnerable
sectors of the population: just
16% of microinsurance premiums
were sold remotely, compared to
43% of mass insurance policies.
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Insurance products: Fast facts

2.2 million active microinsurance policies at the end of 2021 covered an
average of 7.1 risks per policy and the majority were group policies. The 21 million
mass insurance policies were less comprehensive, covering an average of 2.7 risks
per policy.

38.7% was the average microinsurance claims ratio in 2021 and 32.2%
in 2020, lower than the industry average of 55.3% (2021) and 49.5% (2020). By
product line, microinsurance claims ratios ranged from 10.9% for personal
accident policies to 49% for voluntary group life policies. If this trend continues,
efforts should be made to ensure more value goes back to clients.

21 .3 days is the average fime to claim payment from microinsurance policies,
the fastest in the industry (compared to a total industry average of 31.6 days).

Life insurance products

45.8% of policies are on personal accident and 37% are voluntary group
life, making them the most common microinsurance policies in 2021. Health,
funeral and individual life microinsurance products are also available in the
market. Mass insurance products concentrated on personal accident (20.1%),
group credit life insurance (19.5%), voluntary group life (19.1%) and mandatory
motor insurance or SOAT (Seguro Obligatorio de Accidentes de Transito,
Obligatory Insurance for Traffic Accidents) (13%).

98% of the total population were covered by the public health system (the
General Social Security Health System) by the end of 2021, with around 48.1% on
the subsidized plan.%®

Non-life insurance products

Microinsurance products covering non-life risks, such as unemployment, home,
fire and earthquake, are available, but have limited reach.3¢

% % During 2020, eight insurance companies offered agricultural insurance, up from
just one in 2010. Purchase of agriculture insurance by smallholder farmers has
grown in the period 2016-2020, particularly during the 2019-2020 period when

premium subsidies were allocated for the purchase of parametric products.?”

At least two parametric microinsurance products have been offered: a drought
and excess rainfall cover for coffee farmers provided by Seguros Bolivar, Blue
Marble and Nespresso,®® and an earthquake, excess rain and drought cover for
microbusinesses provided by SBS Seguros, MICRO and Bancamia.®



Demand-side snapshot

Demand assessment

An insurance demand study was conducted by SFC,

Fasecolda and BdO in 2018. It found that low-income
A households accounted for 24% of voluntary insurance
O products. The primary motivations for obtaining
O insurance were protecting household members and
gaining peace of mind. The risks that respondents
o reported as having the greatest financial impact were
D job loss, death of a household member, and ilinesses
and accidents. Of those respondents who reported
experiencing a shock in the last three years, 60%

had no available financial tools (savings, credit or
insurance) to help them cope.*°

During May and April of 2022, BAO and SFC carried out an
updated financial inclusion survey,*' in which 5,513 people
were surveyed on their perceptions of access, use and

. ]
c ____________________J
G
quality in financial services (savings, transfers, credit and
insurance). aEEE—— I/
. ]

34% of men and

26.1% of women had

purchased insurance,

according to the survey.

Respondents gave several reasons , ‘ U , \ U

for not purchasing insurance:

31.6% - 16.4% - 14.7% . Others

believed the : did not trust said they lacked stated that insurance

products were insurance :  information . companies’

too expensive companies or : on insurance : procedures and
funeral homes that g services : services did not meet

sell insurance : : their needs.
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Sector initiatives

Viva Seguro (Live Safe) $

A financial education programme created and run by

Fasecolda since 2008, which seeks to improve people’s o
knowledge, skills, attitudes and behaviours in managing —

risks and using insurance. This demand-side strategy W

focuses on promoting an insurance culture to increase
frust in the industry and its products.*?

Mas Seguro, Mas Futuro
(Safer, More Future)

An initiative carried out by Fasecolda and BdO to
boost the supply and demand of inclusive insurance.
It ran between 2020 and 2021, providing capacity-
building programmes to the industry as well as

/ ' \ technical assistance for selected insurers to design
products that meet the needs of the market, including
in rural areas. It also included a financial education
campaign on specific product types and an initiative

, ‘ ' ‘ ' \ to improve the industry’s complaints resolutfion system.®

Mi Siembra Segura (My Safe Sowing)

A policy designed with support from UNDP in alliance with
the Microinsurance Catastrophe Risk Organization (MiCRO)
and operated by SBS Seguros Colombia. It aims fo provide
access to risk mitigation mechanisms through hybrid
insurance aimed at vulnerable populations in dispersed
rural areas (with parametric coverage for excess rain and
drought and coverage against personal accidents).#
Policies had one year of coverage (November 2021 to
November 2022) and were delivered within the framework
of a community store project run by Afro-Colombian and
indigenous organizations as part of a financial inclusion
strategy for a total of 232 beneficiaries.




Sovereign
disaster risk
financing®:
Status

Disaster risk \

assessments* /

Colombia’s Law 1523/2012 sets hazard identification and disaster
risk assessment as key objectives to be fulfilled by the National
Disaster Risk Management System (Sistema Nacional de Gestion del

Riesgo de Desastres, SNGRD).

Availability and granularity of natfional
hazard information differs by hazard, but
maps are available at the national level for
seismic, landslide, flood and wildfire risks.

o

The National Disaster Risk Management Unit
(Unidad Nacional para la Gestidén del Riesgo

de Desastres, UNGRD) collects disaster damage
and loss data, which is made available in the
United Nations Office for Disaster Risk Reduction’s
Deslnventar data repository.

The comprehensive national
disaster risk assessment is in need

of review and updating, but
UNGRD's 2019 national Risk Atlas for
Colombia lays the groundwork.
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Existing legal
frameworks and policies

Laws and policies
Law 1523 of 2012:

e Establishes that sectors must incorporate
disaster risk management info their planning
and ensure appropriations to strengthen risk
management

* Adopfts the National Disaster Risk Management
Policy

¢ Establishes the National Disaster Risk
Management System (SNGRD)

¢ Establishes financing mechanisms for disaster
risk management.

The National Disaster Risk Management Plan (2016-

2025) was adopted in accordance with Decree 308

of 2016. It defines strategic lines and implementation

mechanisms to guide the actions of the State and

civil society through three fundamental components:

risk knowledge, risk reduction and disaster

management. It includes financial protection "‘ . ~
mechanisms as a strategy for achieving Objective 3

on reducing existing disaster risk conditions.

Structures

¢ National Council for Risk Management: The higher body
in charge of guiding the entfire National Disaster Risk
Management System.* The Council is made up of the
President of the Republic, Ministers, the National Planning
Department and the UNGRD.

¢ National Unit for Disaster Risk Management (UNGRD): The
coordinating enfity of the SNGRD.

¢ National Committee for Risk Knowledge: Comprised
of UNGRD, the National Planning Department, the
Colombian Security Council, the Association of Autonomous
Corporations, the President of the Colombian Federation
of Municipalities, the Federation of Colombian Insurers,
and representatives of public and private universities that
have programmes on management, administration and risk
management.

* National committee and district and municipal departmental
risk management councils: These are the instances of
coordination, advice, planning and monitoring that must
ensure the effectiveness and articulation of the processes of
risk management in the territorial entity that corresponds to
each one.
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EX|S'|'|ng d|sas|'er Colombia has a relatively broad array of disaster

° k 'F risk financing mechanisms in place, with more
Fis inance under development:
[ ]
mec hanlsms * The National Fund for Disaster Risk

Management*® is a special State account
with patrimonial, administrative, accounting
and statistics independence. It is the main
cenfral government instrument to finance
disaster recovery. The General Director of
UNGRD oversees expenditures, and resources
are subject to the appropriations assigned in
Colombia’s National Budget.#

and instruments

Contingent line of credit: At the end of 2021,
the World Bank approved a third development
policy loan for the International Bank for
Reconstruction and Development with a
catastrophe-deferred drawdown option (Cat
DDO loan) for $300 million, which can be
activated following a national declaration of
disaster. Colombia’s first Cat DDO loan of $150
million was issued in 2008 and disbursed in 2011
during the 2010-2011 La Ninha phenomenon.°




Inclusive insurance and risk financing in Colombia: Snapshot and way forward 2023

N 7

Way forward
for inclusive

insurance and
risk financing

7 N

Developing effective inclusive insurance and risk
finance initiatives requires three components:

a clear
understanding
of the market

a supportive
enabling
environment

a stronger offer from suppliers that
develop better access for individuals,
institutions and government

The following recommendations are
based on these three criteria.

A public study on insurance demand was conducted in 2018,
but gaps in information remain.

Continue to gather and disseminate relevant demand
information at both the public and private levels.

* The demand study should be updated regularly (at least every

Understandmg five years) and new information should be obtained, including
the market for information on specific risks that are not yet well represented
inclusive insurcmce in inclusive insurance, such as property and health, and

information fo facilitate appropriate segmentation of inclusive

and "5k ﬁnancmg insurance target markets.

¢ Relevant institutions and stakeholders should conduct in-depth
workshops with insurers on the results from the demand study
and the annual financial inclusion reports provided by SFC/
BdO, focusing on the practical applications of the information.

The existence of
demand for inclusive
insurance products and

for risk financing tools for
government ¢ Relevant institutions and stakeholders should support training

insurers on client research methods for inclusive insurance
segments and provide them with tools to conduct their

own research (necessary to complement publicly available
demand information and facilitate detailed product design).




relatively low internet access levels, although investments in insurtech
grew to $1.7 billion in 2016.%

m Barriers in reaching the most vulnerable populations remain due to

Support the implementation of digital technologies and insurtechs.

¢ A study on insurtechs in Colombia should be developed, examining their
capacity to support and facilitate inclusive insurance.

-
- N

Mistrust of insurance remains a challenge for the industry in Colombia,
with high complaint rates and low claims ratios for microinsurance.

Build trust with customers through claims.

» Efforfs to build insurer capacity to improve claims turnaround times
should be conducted.

¢ Fasecolda should continue to support the industry in addressing
complaints, building on its previous work on addressing and classifying
complaints.

¢ Education programmes should be developed, potentially as part of
Viva Seguro, to encourage insured people and beneficiaries to make
use of their insurance services.

Regulatory and policy framework
for inclusive insurance

m Colombia does not have specific regulations for
. microinsurance or inclusive insurance, but the existing
Endblmg regulatory framework does take a proportionate
environment for approach that promotes the development of mass and

inclusive insurance microinsurance.

and risk ﬁncmcing Support URF and SFC to compile regulations relevant for

inclusive insurance and continue to improve upon the

The need for legal, proportionate approach.
regulatory, policy and e Relevant regulations should be compiled in one micro
macro-level frameworks to and mass insurance document that provides guidelines for
support the development insurers.
of 'nd':JS'Ve insurance O_“d  Regular workshops between SFC and industry should be
disaster risk financing conducted on ways to work within the existing regulatory

framework, and feedback should be confinually gathered
from the industry on how the regulatory environment can
continue to improve.
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(Inclusive) insurance is incorporated in many key national plans and
development policies.

Support the implementation of key insurance components of relevant
plans and policies.

¢ With national institutions (i.e. Ministry of Finance and Public Credit,
National Planning Department), goals for insurance should be analysed
and defined for inclusion in the next National Development Plan to
cover 2022-2026 (given that the current NDP ends in 2022).

* Relevant institutions should follow up on the insurance-related actions
in CONPES 4005 (National Policy on Inclusion and Financial Education)
and identify opportunities to support it.

¢ URF should be supported in implementing the proposed studies in the
Roadmap for the Modernization of the Insurance Sector, particularly
with regard to the interpretation of results and their application.

Disaster risk assessmenil /

and fiscal impact J

Hazard maps and disaster data are available, but a comprehensive
national disaster risk assessment has not been completed.

Support the development of a national risk assessment.

¢ UNGRD and its National Committee for Risk Knowledge, working with
partners, should synthesize available hazard and disaster risk information
info a national risk assessment.

* Input should be gathered from key stakeholders to identify critical priorities
and build consensus on disaster risk management and disaster risk financing
priorities.

—

Several disaster risk financing mechanisms are available but
an integrated strategy needs to be developed.

Develop a comprehensive risk financing strategy.

* UNGRD should be supported to co-create a broader risk financing
strategy in consultation with key government and development
stakeholders, via roundtables, consultations and endorsements.

17



Inclusive insurance \

supply and distribu’rionj \

Microinsurance and mass insurance coverages
remain concentrated in group life and credit life
and personal accident coverages. Claims ratios are
generally very low.

Supply and
distribution Support the insurance industry to offer a broader range

. . of more valuable inclusive insurance products, elevate
of inclusive its practices and improve users’ perception of its
insurance and risk services.

ﬁnancing tools ¢ Key stakeholders should develop programmes in line
with this objective, such as the next iteration of the
Mds Seguro, Mds Futuro programme, and should
support another cohort of interested insurers by
providing training and technical assistance to design
valuable, needs-based products.

The existence of
inclusive insurance and
risk financing products
and tools, along with

providers to offer them.
¢ Key stakeholders could support the development

/ of a quality label or scorecard for microinsurance or
mass insurance products, based on an assessment of

the value of the products (based on the SUAVE*? or
PACE® frameworks, for example).

Coverage for agriculture and disaster risks is limited and includes a small number of
parametric insurance pilots.

Support the development of inclusive agriculture and disaster risk insurance products.

¢ Animpact evaluation should be conducted to identify the effect of parametric insurance
products on the welfare of the beneficiaries. This will enable a technical precedent to be set
to expand the development of parametric insurance into other sectors in Colombia.

¢ In partnership with University of California, Davis, the university's Quality Index Insurance
Certification (QUIIC) should be extended to Colombia and Latin America as a whole.

¢ Colombia should join the InsuResilience Global Partnership as a member country.

Existing disaster risk financing \
mechanisms and instruments / \

The Government is aware of options for disaster finance mechanisms and some mechanisms
have been piloted with donors in a limited way.

Support the development of risk financing mechanisms relevant for Colombia at a sovereign level.

* A feasibility report should be developed on the risk financing mechanisms available for Colombia
and its findings should be promoted to the Government.

e Workshops on disaster risk finance mechanisms should be developed and facilitated for relevant
stakeholders from the Government.




Inclusive insurance and risk financing in Colombia: Snapshot and way forward 2023

Endnotes

13
14

15
16

World Bank, *GDP growth (annual %) — Colombia”, Databank. Available at https://data.worldbank.org/
indicator/NY.GDP.MKTP.KD.ZG2contextual=default&end=2021&locations=CO&start=2011.

World Bank, “Poverty headcount ratio at $2.15 a day (2017 PPP) (% of population) — Colombia”,
DataBank. Available at hitps://data.worldbank.org/indicator/SI.LPOV.DDAY2locations=CO.

World Bank, "Population, total — Colombia”, DataBank. Available at https://data.worldbank.org/
indicator/SP.POP.TOTL2locations=CO.

Banca de las Oportunidades, Reporte de Inclusidon Financiera 2021 [Financial Inclusion Report 2021]
(Bogotd, BAO and SFC, 2022). Available at https://www.bancadelasoportunidades.gov.co/sites/default/
files/2022-08/Reporte de inclusi%C3%B3n financiera 2021.pdf.

Conversion rate: US$1 = COP 4,027 as per oanda.com, accessed 31 December 2021. This rate is used
throughout this document.

Lina Maria Gallego Serna, Carolina Diaz Giraldo and Lina Maria Ibatd Molina, “"Gastos de Inversion
Publica para el financiamiento de la Gestién del Riesgo de Desastres” [Public Investment Expenditures to
Finance Disaster Risk Management], Archivos de Economia 523 (Bogotd, National Planning Department,
2020). Available at https://colaboracion.dnp.gov.co/CDT/Estudios%20Econmicos/523.pdf.

World Bank, “Urban population (% of total population) — Colombia”, DataBank. Available at https://data.
worldbank.org/indicator/SP.URB.TOTL.IN.ZS¢locations=CO.

J. Alvarez and C. Pizzinelli, “COVID-19 and the Informality-driven Recovery: the Case of Colombia’s Labor
Market”, IMF Working Paper No. 2021/235 (Washington, D.C., IMF, 2021). Available at https://www.imf.
org/en/Publications/WP/Issues/2021/09/17/COVID-19-and-the-Informality-driven-Recovery-The-Case-of-
Colombia-s-Labor-Market-465831.

Colombia, National Administrative Department of Statistics, Infegrated Household Survey, 2022.

World Bank, Climate Country Risk Profile: Colombia (Washington, D.C., 2021). Available at https://
climateknowledgeportal.worldbank.org/sites/default/files/2021-07/15520-WB_Colombia Country Profile-
WEB %283%29.pdf.

lbid.

UNGRD, Atlas de Riesgo de Colombia, 2019 [Risk Atlas of Colombia, 2019] (Bogotd, 2019). Available at
https://repositorio.gestiondelriesgo.gov.co/handle/20.500.11762/27179.

World Bank, Climate Country Risk Profile — Colombia.

Calculation based on EM-DAT Database. See D. Guha-Sapir, R. Below and Ph. Hoyois, EM-DAT: The CRED/
OFDA International Disaster Database. Available at https://www.emdat.be.

World Bank, Climate Country Risk Profile — Colombia.

Colombia, National Planning Department, CEPAL and BID, Impactos econémicos del cambio climdtico
en Colombia - sintesis, 2014 [Economic Impacts of Climate Change in Colombia — Synthesis, 2014]
(Bogotd and Washington, D.C., 2015). Available at https://www.cepal.org/es/publicaciones/37879-
impactos-economicos-cambio-climatico-colombia-sintesis.

Inclusive insurance is a broader term denoting all insurance products aimed at the excluded or
underserved market, rather than solely microinsurance or those products specifically aimed at the

poor or low-income market. For this definition, see International Association of Insurance Supervisors,
“Issues Paper on Conduct of Business in Inclusive Insurance”, IAIS Issues Papers (Basel, 2015). According
fo Fasecolda (the Colombian insurance association), inclusive insurance products are those "which

are marketed, mainly, through alternative channels depending on the branches enabled for it, and
which are intended for the excluded or neglected market.” Microinsurance, more narrowly, relates to
those insurance products “that offer protection to low-income people and their assets against specific
threats.” See Fasecolda, “Seguros inclusivos” [Inclusive insurance]. Available at hitps://fasecolda.com/
ramos/seguros-inclusivos/preguntas-frecuentes/. Similarly, the Financial Superintendency of Colombia,
according to Circular Letter 009 of 2021, defines microinsurance as voluntary insurance products that
were designed for use by low-income populations or small businesses, that are simple and easy to
understand and access, with monthly premiums amounts below specified thresholds.




19
20

22

23

24

25
26
27
28
29

30

32

33

34

35

36

37

38

Banca de las Oportunidades, Reporte de Inclusion Financiera 2021 [Financial Inclusion Report 2021]
(Bogotd, BAO and SFC, 2022). Available at https://www.bancadelasoportunidades.gov.co/sites/default/
files/2022-09/Reporte%20de%20inclusi%C3%B3n%20financiera%202021_07-09-2022.pdf. Annex insurance in
spreadsheet available at: https://www.superfinanciera.gov.co/descargas/institucional/pubFile 1061373/
anexo_bd-if-seguros.xlsx.

Banca de las Oportunidades, Reporte de Inclusion Financiera 2021.

Alejandra Diaz, “De los microseguros a los seguros inclusivos” [From microinsurance to inclusive
insurance], Revisto Fasecolda 40 anos (Bogotd, Fasecolda, 2018). Available at https://revista.fasecolda.
com/index.php/revfasecolda/article/view/239/233.

Colombia, National Planning Department, “Documento CONPES 4005 - Politica Nacional de inclusién

y educacion econdmica y financiera” [Document CONPES 4005 — National Policy on Inclusion and
Economic and Financial Education] (Bogotd, 2020); Banca de las Oportunidades, Reporte de Inclusion
Financiera 2021.

OECD, “Country Note: Colombia”, Latin American Economic Outlook 2019 (Paris, 2019). Available

at https://www.ocecd.org/dev/americas/Colombia-Country-Note-Leo-2019.pdf; Ana Paola Asturias,
"Colombia’s National Development Plan”, The Borgen Project, 14 January 2021. Available at https://
borgenproject.org/colombias-national-development-plan/.

Colombia, National Planning Department, “Documento CONPES 4005 - Politica Nacional de inclusién

y educacion econdmica y financiera” [Document CONPES 4005 — National Policy on Inclusion and
Economic and Financial Education] (Bogotd, 2020).

Camilo Herndndez, Liliana Walteros, Alexander Guerrero and Daniel Tocaria, “Hoja de ruta para

la modernizacién del sector asegurador 2021-2025" [Roadmap for the Modernization of the

Insurance Sector [2021-2025] (Bogotd, URF, 2021). Available at https://www.urf.gov.co/webcenter/
ShowProperty2nodeld=%2FConexionContent%2FWCC_CLUSTER-155064%2F%2FidcPrimaryFile &revision=lat
estreleased.

Banca de las Oportunidades, “Who are we?". Available at https://www.bancadelasoportunidades.gov.
co/en/who-we-are.

Fasecolda, "Companias afiliadas” [Affiliated companies]. Available at https://fasecolda.com/fasecolda/
companias-afiliadas/.

Fasecolda, “Seguros inclusivos”.

Colombia, URF website. Available at hitps://www.urf.gov.co/webcenter/portal/urf.

Unless otherwise noted, all data in this table are taken from Banca de las Oportunidades, Reporte de
Inclusién Financiera 2021.

Calculations based on total industry GWP reported by Fasecolda between 2016 and 2021.

MAPFRE Economics, El Mercado Asegurador Latinamericano en 2021 [The Latin American

Insurance Market in 2021] (Madrid, Fundacién MAPFRE, 2022). Available at https://documentacion.
fundacionmapfre.org/documentacion/publico/es/media/group/1116648.do.

Fasecolda, “Resumen Ejecutivo 2005 — 2021" [Executive Summary 2005 — 2021]. Available at: https://
fasecolda.com/fasecolda/estadisticas-del-sector/resumen-ejecutivo/.

World Bank, “Individuals using the internet (% of population) — Colombia”, DataBank. Available at hitps://
data.worldbank.org/indicator/IT.NET.USER.ZS2locations=CO.

Banca de las Oportunidades, Reporte de Inclusidon Financiera 2021.

Colombia, Ministry of Health and Social Protection, “Coberturas del regimen subsidiado” [Coverage

of the subsidized regime], 2022. Available at https://www.minsalud.gov.co/proteccionsocial/
Regimensubsidiado/Paginas/coberturas-del-regimen-subsidiado.aspx.

UNDP Insurance and Risk Financial Facility, Country Diagnostic: Colombia (New York, 2022), and
Fasecolda data.

Calculations based on Finagro and Ministry for Agriculture, “Agricultural insurance statistics”. Available at
https://www.finagro.com.co/estadisticas.

Blue Marble, “"Café Seguro Colombia with Nespresso”, 2021. Available at https://bluemarblemicro.com/
cafe-seguro-colombia-with-nespresso/.




39

40

42

43

44

45

46

47

48

49

50

52
53

Inclusive insurance and risk financing in Colombia: Snapshot and way forward 2023

Microinsurance Catastrophe Risk Organization, “Innovative Index-Based Insurance Launched in
Colombia to Protect Vulnerable and Low-Income Families Against Serious Financial Loss”, 9 October 2019.
Available at https://www.microrisk.org/innovative-index-based-insurance-launched-in-colombia/.
Banca de las Oportunidades, SFC and Fasecolda, Estudio de demanda de seguros 2018 [Insurance
Demand Study] (Bogotd, 2018). Available at https://www.bancadelasoportunidades.gov.co/es/
publicaciones/encuestas-de-demanda.

Banca de las Oportunidades and SFC, “Encuesta de Demanda de Inclusidn Financiera 2022"

[Financial Inclusion Demand Survey]. Available at https://www.bancadelasoportunidades.gov.co/es/
publicaciones/encuestas-de-demanda.

Microinsurance Network, “Inclusive Insurance in Colombia: Country Briefing Note, 2021". Available

at https://microinsurancenetwork.org/member-resources/country-briefing-colombia; Viva Seguro,
“Nosotros” [About Us]. Available at https://vivasegurofasecolda.com/inicio/nosotros/.

Nicolas Morales, Case Brief: Fasecolda (Geneva, ILO, 2020). Available at https://www.ilo.org/wcmsp5/
groups/public/--ed_emp/documents/publication/wcms_754182.pdf; Banca de las Oportunidades,
Informe de Gestidn y Resultados: Enero-diciembre de 2021 [Management Report and Results: January—
December 2021] (Bogotd, 2021). Available at https://www.bancadelasoportunidades.gov.co/sites/
default/files/2022-04/Informe de gestion y resultados 2021.pdf; Banca de las Oportunidades, “'Mds
seguro, mads futuro’, programa para que mds colombianos se protejan ante los riesgos” [Safer, more
future: A programme for more Colombians to protect themselves against risks], 4 August 2020. Available
at https://www.bancadelasoportunidades.gov.co/es/node/866#_ftnrefl

Microinsurance Catastrophe Risk Organization, "Mi Siembra Segura: Seguro Paramétrico Para La
Ruralidad Colombiana, Con PNUD" [My Safe Sowing: Parametric Insurance for Rural Colombians,

with UNDP], 26 November 2021. Available at https://www.microrisk.org/es/mi-siembra-segura-seguro-
parametrico-para-la-ruralidad-colombiana-con-pnudy/.

Risk finance for this diagnostic primarily refers to sovereign disaster risk. As such, it can be defined as
financing mechanisms that governments have put in place or use before or after an event to respond to
disaster-related financial contingencies.

The disaster risk assessment process includes identifying hazards and reviewing the technical features

of threafts regarding location, infensity, frequency and probability. The assessment also factors in the
analysis of exposure and vulnerability, including the physical, social, health, environmental and economic
dimensions, and evaluation of coping capability of the country against possible risk scenarios. See UNDRR,
“Understanding Disaster Risk”, Preventionweb. Available af https://www.preventionweb.net/understanding-
disaster-risk/component-risk/disaster-risk; OECD, Risk Governance Scan of Colombia (Paris, 2019). Available
at https://www.oecd.org/colombia/risk-governance-scan-of-colombia-eeb81954-en.htm.

UNGRD, "Sistema Nacional de Gestidon del Riesgo de Desastres” [National Disaster Risk Management
System]. Available at http://portal.gestiondelriesgo.gov.co/Paginas/Estructura.aspx.

UNGRD, “Politica Nacional de Gestién del Riesgo de Desastres” [National Disaster Risk Management
Plan], 4 July 2019. Available at hitps://www.idiger.gov.co/documents/124190/452620/UNGRD.pdf/.
Colombia, Law 1523/2012, Chapter V. Available at https://www.funcionpublica.gov.co/eva/gestornor-
mativo/norma.php?i=47141.

World Bank, “The World Bank Approves US$ 300 Million Credit Line to Strengthen Colombia’s Resilience
to Disasters, Climate Change and Health Emergencies”, 17 December 2021. Available at hitps://www.
worldbank.org/en/news/press-release/2021/12/17 /el-banco-mundial-otorga-us-300-millones-a-co-
lombia-para-fortalecer-capacidades-ante-eventos-naturales-adversos#:%7E:text=Washington%20
D.C.%2C%20December’%2017%2C%202021,climate%20change%20and%20health%20emergencies.
Microinsurance Network, “Inclusive Insurance in Colombia: Country Briefing Note, 2021".

Dimensions: Simple, Understood, Accessible, Valuable, Efficient (Microlnsurance Centre at Miliman).
Dimensions: Product, Access, Cost, Experience (ILO Impact Insurance Facility).




Acknowledgements

Author

Microlnsurance Centre at Milliman (Katie Biese, Queenie Chow, Jemma Maclear, Michael J.
McCord, Merideth Randles and Mariah Mateo Sarpong) based on the full diagnostic report
written by David Ledn and Paula Zuleta (consultants)

Coordination and review
Lina Ferndndez and Javier Pérez Burgos (UNDP Colombia)

Editing and peer review by UNDP IRFF
Jan Kellett, Lauren Carter, Russell lvan Leith, Miguel Solana and Lothar Mikulla

Copy editor
Justine Doody

Graphic design
Nattawarath Hengviriyapanich

Disclaimer

The views and opinions expressed in this report are those of the authors and do not necessarily
reflect the official policy or position of Milliman. Examples or suggestions of potential interventions
within this paper are only examples, and implementation would require further evaluation. In
performing the data review and initial analysis, we relied on UNDP's full country diagnostic reports,
as well as various sources of publicly available information. If the underlying data, information, or
assumptions are inaccurate or incomplete, the results of our analysis may likewise be inaccurate
or incomplete.

The views expressed in this publication are those of the author(s) and do not necessarily represent
those of the United Nations, including UNDP, or the UN Member States.




United Nations Development Programme (UNDP)

UNDP is the leading United Nations organization fighting to end the injustice of poverty, inequality,
and climate change. Working with our broad network of experts and partners in 170 countries, we
help nations to build integrated, lasting solutions for people and planet. Learn more at undp.org
or follow at @UNDP

UNDP Insurance & Risk Finance Facility

The Insurance and Risk Finance Facility (IRFF) is part of UNDP’s Sustainable Finance Hub (SFH) and
it is a flagship initiative dedicated to insurance and risk finance. The IRFF manages UNDP's globall
representation in the insurance space. It is a one-stop shop for innovative solutions for UNDP
Country Offices, programme counftries and partners. This includes issues related to insurance and
risk finance, networking, partnership development, policy and guidelines, tfechnical assistance,
project implementation, capacity-building, and financing opporfunities. More information
available at irff.undp.org

UNDP Sustainable Finance Hub

SDG financing is one of the four elements of UNDP's SDG integrator role, and it is a cross-cutting
enabler for the success of all UNDP's thematic areas of work. UNDP, having a long track record
of working in public finance and private sector development, through the Sustainable Finance
Hub, in collaboration with partners, supports governments, the private sector, civil society and
philanthropy to mobilize and align public and private flows of finance with the SDGs and national
priorities across different development contexts, including fragile and conflict-affected countries
and Small Island Developing States.

Copyright © UNDP 2023. All rights reserved. One United Nations Plaza, NEW YORK, NY 10017, USA




Supported by the

United Nations Development Programme
One United Nations Plaza % Federal Ministry
)

New York, NY 10017 > for Economic Cooperation
and Development
www.undp.org

© UNDP




