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Introduction

Insurable risks on the rise across Africa 
despite headwinds of  low penetration

East Africa’s insurance 
market is poised for growth 
as economic progress 

presents new insurable risks that 
underwriters can seize to overcome 
the current low penetration levels.

The three major economies 
in east Africa – Kenya, Uganda 
and Tanzania – have experienced 
consistent growth in premium 
revenue and capital investments 
in both long-term and short-term 
insurance.

Rwanda, Burundi and South 
Sudan are also showing progress as 
insurable risks increase in line with 
economic growth.

But the six east Africa economies 
are among the sleeping giants 
on the continent, given that the 
growth in premiums has failed to 
keep up with the pace of insurable 
risks, and as such no impact on 
penetration has been seen.

Kenya, with a penetration 
level of 2.3% (premiums as a 
percentage of gross domestic 
product), comes top of east 
Africa, clearly showing the 
underperformance. 

Rwanda follows with a 1.6% 
penetration level while Burundi, 
Uganda, Tanzania and South 
Sudan follow with 0.95%, 
0.77%, 0.5% and 0.48%, 
according to the 2020 statistics. 

The growing middle class 
across east Africa, fuelled by 
the younger population, means 
the target market for insurance 
products is expanding.

Governments in economies 
such as Kenya, Uganda and 
Tanzania have increased 
insurable opportunities by 
investing money in mega 
infrastructure projects such as 
roads and railways, as well as 

exploring plans such as drilling 
for oil and gas.

Climate change conversations 
are also being given preference, 
especially as floods, drought 
and other natural perils disrupt 
livelihoods, presenting challenges 
that insurers can transform into 
opportunities. 

However, east African 
underwriters will have to put the 
right products in front of the right 
customers and package them 
in an appealing way, if they are 
to reap the dividends of these 
transformations happening in the 
region.

An enormous amount of 
work is underway to attract new 
customers, from micro insureds to 
more traditional consumers. This is 
particularly true in the agricultural 
sector, the engine of growth in 
many African countries. 

▲ Nairobi, 
Kenya: the 
country’s 
penetration 
level of 2.3% is 
the highest in 
east Africa
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Returns on shareholders’ 
equity have come under 
pressure as challenges such as 
fraud, price undercutting and 
the concentration of insurance 
products in a few cities and towns 
deny underwriters full potential. 

The impact of Covid-19 has 
been cited by many underwriters, 
especially in Kenya, Uganda and 
Tanzania, as having increased 
claims, triggered insurance policy 
surrenders and clipped the growth 
momentum in terms of premiums.

Perennial issues
But as the east Africa economies 
join the global economy in 
turning the corner after the 
disruptions from Covid-19, 
perennial issues such as fraud and 
poor underwriting will still have 
to be addressed.

In particular, increased claims 
and losses due to fraud in motor 
and health businesses continue to 
threaten the sustainability of many 
insurers.

In Kenya, court rulings have 
appeared to complicate the 
matter for underwriters. The court 
for instance stopped insurers’ 
attempts from barring agents 
from handling premiums and 
also suspended premium hikes in 
motor covers.

In Uganda and Tanzania, 
consumers’ negative 
perception and 
mistrust of the 
insurance industry 
still stand in the 
way of growth.

Added to that, 
consumers are also 
under pressure to 
trim “unnecessary” 
expenses, especially with 
Covid-19 disruptions being 
worsened by the rising cost of 
living that has been triggered by 
Russia invading Ukraine.

Analysis, such as that 
by Deloitte, has previously 
warned that when household 
budgets come under pressure, 
underwriters are likely to struggle 

to retain clients or to win new 
business.

But the underwriters in the 
east African markets have an 
opportunity to build their image – 
something they will need to do if 
they are to convince people to see 
the relevance of insurance.

Customers able to tap into 
policy loans or seamlessly ride on 
education policies in the wake 
of rising cost of living and near 

stagnant earnings can, 
for instance, provide 

motivation to the 
uninsured to 
consider taking 
insurance.

However, 
insurers can only 

achieve this by 
avoiding delays in 

approval of policy loans or 
by paying claims promptly across 
the board, if the industry is to 
motivate more people to sign up. 

Innovation needed
Insurers will also need to rethink 
their operating models, reimagine 
their workforce and bring 
innovative products to the market 

by embracing technology in their 
operations.

There have been encouraging 
signs, with several traditional 
insurers realising the urgent need 
to modernise and scale up their 
technological setup.

East Africa is fast emerging as 
one of the most vibrant fintech 
hubs on the continent, and the 
predominantly young population 
means insurers in economies 
such as Kenya, Uganda and 
Tanzania cannot afford to ignore 
technology. The tight budgets 
among many of the east Africa 
insurers mean partnerships among 
insurers and also with technology 
firms present a shorter route to 
growing penetration levels.

Low insurance penetration rates, 
obscure and complex products 
and a high cost of doing business 
present three problems that the 
east African market must quickly 
solve if it is to accelerate growth. 

However, the key message is 
one of hope – the solutions are 
out there and the opportunities 
exist for east African insurers to 
increase their penetration levels 
and open up new markets.

❝ The impact of  Covid-19 has been cited by 
many underwriters, especially in Kenya, Uganda 
and Tanzania, as having increased claims, 
triggered insurance policy surrenders and clipped 
the growth momentum in terms of  premiums

ZEP-RE was 
established on 23 

November 1990 in 
Mbabane, Eswatini, through 
an agreement of  Heads of  

State and Governments 
of  COMESA

https://www.zep-re.com/
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AFRICA AHEAD
the sustainability challenge

A golden opportunity?

The Covid-19 pandemic has reset 
many things but as we emerge after 
two difficult years, there are real 

opportunities to do better in the future.
This is not just about identifying black 

or grey swan events but also about 
building sustainability and resilience 
across the African insurance market.

At ZEP-RE, there is a clear mandate 
under its Formation Agreement to:
  Promote insurance penetration
  Skill the industry and develop technical 

capacity in the region through the ZEP-
RE Academy

  Promote cross-border trade
  Create and administer pools for various 

risks 
  Provide technical assistance to the 

insurance industry in the region
  Invest funds in the region to promote 

economic development.
This is quite an ambition but in 

the past few years, ZEP-RE has been 
delivering on its mandate and more. 
In 2020, it acquired a majority stake 

in ACRE Africa to enable it to deliver 
on its pledge to promote insurance 
penetration.

It also hosts an annual conference 
for insurance regulators from across 
eastern and southern Africa, enabling 
conversation but also driving change.

The links between ZEP-RE, 
governments and financial institutions 
are key to its success. The latest initiative 
in the Horn of Africa to deliver insurance 
solutions is another example of where 
private and public partnerships can 
deliver solutions to new communities 
and enable survival but also enable a 
sustainable future.

The post-Covid world is a challenging 
and complex one, but also one in which 
opportunity awaits. I hope you enjoy 
reading about much of what ZEP-RE is 
doing to deliver on those opportunities.

Liz Booth
Managing editor
Africa Ahead: the Sustainability Challenge
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Inclusion

De-Risking, Inclusion and Value 
Enhancement (DRIVE) of  pastoral  
economies in the Horn of  Africa Project

Innovation and inclusivity are key 
to driving insurance penetration 
levels up across Africa and no 

more so than in some of the 
poorest parts of the continent.

The Horn of Africa is a classic 
example of that. The region is 
experiencing one of the most 
severe droughts in its history, 
with more than 15 million people 
in Ethiopia, Kenya and Somalia 
assessed to be acutely food 
insecure, according to the UN. 

A fourth consecutive – and 
unprecedented – season of 

failed rains is contributing to 
growing water scarcity, alarming 
rates of malnutrition and huge 
numbers of livestock deaths. 
Needs are grave in Somalia, 
where an estimated 81,000 
people are experiencing famine-
like conditions. In Ethiopia, eight 
million people are affected by 
drought, with 3.5 million people 
similarly affected in Kenya.

Governments around the world 
have been donating funds to 
alleviate the acute crisis, while the 
World Bank has recently launched 

the Horn of Africa Ground Water 
for Resilience Project (HoAGWRP).

Insurance role
However, there also remains a 
massive role for insurance in 
enabling pastoralists to build 
resilience and develop a more 
sustainable financial footing.

The Horn of Africa De-risking, 
Inclusion and Value Enhancement 
(DRIVE) for pastoral economies 
project is one such intervention. 
DRIVE is a $360.5m project funded 
by the World Bank and partners 
to enhance pastoralists' access 
to financial services for drought 
mitigation, include them in value 
chains and facilitate livestock trade 
in the Horn of Africa. The project 
aims to impact more than 1.6 
million pastoralists drawn from 
2,500 pastoralist groups over a 
five-year period. 

The project aims to protect 
pastoralists from the effects 
of drought, increase access to 
financial services and facilitate 
livestock and livestock product 
trade in the Horn of Africa.

The project, which will be 
implemented in four Horn of Africa 
countries namely Kenya, Ethiopia, 

Berbera 
port

Moyale

▲ The Horn 
of Africa is 
experiencing 
one of the most 
severe droughts 
in its history

Source: DRIVE Project Appraisal Document

About the DRIVE project

https://www.zep-re.com/
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VSLA
A Village 
Savings 

and Loan 
Association 

(VSLA) 
is a group 
of  people 

(between 20-
30) who come 
together with 

a purpose 
of  making 
savings and 
taking small 
loans from 

those savings

Somalia and Djibouti, has two 
components:
Component 1: A package of 
financial services for climate 
resilience to scale up financial 
protection through provision of 
services such as drought insurance, 
savings, provision of digital 
accounts and financial literacy. The 
funding from the World Bank will 
be passed on as premium subsidies 
for the participating pastoralist 
groups, with individual pastoralists 
expected to make contributions to 
the premium payment to access 
cover. 
Component 2: Value chains and 
trade facilitation enhancement to 
better include pastoralists in the 
livestock value chains and facilitate 
trade in the Horn of Africa.

Regional implementation
ZEP-RE has been appointed 

by participating countries as 
the regional implementer of 
Component One.

DRIVE will strengthen support 
for pastoralists in the Horn of 
Africa (HoA) so that:
i. They can keep their core 
breeding stock alive through easy 
access to quick cash in times of 
drought, either through their 
personal savings or payouts from 
insurance.
ii. They are protected from 
future shocks in times of disaster, 
through incentives that will help 
them save more in cash instead of 
increasing their herds.
iii. They can sell their livestock 
easily and attract more buyers 
from their markets through 
connections with meat processors. 
This will raise the quality of their 
products and enhance trade, 
enabling them to move from the 

existing live animal value chain to 
a livestock product value chain.

The benefit of pooling
ZEP-RE, the regional implementer, 
will help facilitate co-operation 
between the four HoA member 
states, which will enjoy the 
benefit of pooling their drought 
risk to bring down operational 
and premium costs.

The project has embraced 
digitalisation and all the financial 
services will be delivered to 
the pastoralists through digital 
solutions. The project will borrow 
from the drought insurance 
programmes that are already 
working in Kenya and Ethiopia 
for the delivery of the project. 
To strengthen the pastoralists’ 
production systems, the project 
will complement existing 
interventions to enable access to 
financial services, mobilise private 
investment in the livestock value 
chains and facilitate trade.

Aggregators including 
microfinance institutions, SACCOs 
and insurers will be invited to 
participate in the programme by 
distributing the insurance and 
savings products, provided that 
they meet the eligibility criteria to 
access premium subsidies.

The Somalia Resilience Program (SomReP) is a 
consortium of seven international non-governmental 
organizations (NGOs), which came together in 2011 
to mutualise their resilience programmes in Somalia. 
SomReP covers most of the territory of Somalia and has in 
2022 about 500 VSLAs totaling 10,000 members which 
could be targeted under Component 1. For the past two 
years, SomReP has been collaborating with the Federal 
Government of Somalia to explore options for the provision 
of drought insurance for its beneficiaries. 

Boresha (Building Opportunities for Resilience in the 
Horn of Africa) is a consortium of four NGOs working 
on improving resilience and economic opportunities of the 
borderland areas between Ethiopia, Kenya and Somalia 
(the Mandera Triangle). It targeted 350,000 beneficiaries 
with programmes focused on early warning systems, 

animal health, economic empowerment and rehabilitation 
of rangelands. It supported 250 VSLAs. It also created 
awareness of drought insurance and promoted a voluntary 
drought insurance programme that enrolled about 800 
livestock holders. The evaluation of the programme 
highlighted the importance of education of beneficiaries 
for drought insurance. 

In Ethiopia, several individual beneficiaries of drought 
insurance supported by the World Food Program (WFP) are 
also members of VSLAs. As of March 2021, 34 VSLAs were 
having saved a total of about $15,000; the plan to scale 
up those groups is expected to resume once the Covid-19 
situation allows. The Ethiopia Lowland Resilience Project 
aims to support creating 500 rural savings cooperatives.

Source: Development Aid

Examples of  pastoral communities

Key results

Source: DRIVE Project Appraisal Document

https://www.zep-re.com/
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CEO message

ZEP-RE CEO says Covid-19 a wake-up 
call for the industry to play as a team

Collaboration among 
insurance industry players 
is key to maximising the 

opportunity in the fast-evolving 
insurance landscape. Hope 
Murera, CEO of ZEP-RE, says 
Covid-19 and other emerging 
crises such as wars and climate 
change should serve as a wake-
up call for underwriters to break 
walls if they are to find sustainable 
solutions.

She explains that conversations 
around climate change and the 
sustainability agenda are not 
going to be fruitful in a fractured 
industry that is just emerging 
from the pandemic.

“We are working with 
regulators to find out what we 
can do together and work with 
regulations that consolidate 
rather than fragment us,” says Ms 
Murera.

“Even before we tackle climate 
change risks, which are volatile 

and a new class of business, 
we need to be strong as a 
market and not just a collection 
of insurers. That is part of 
sustainability as well.”

For instance, she says areas 
such as agricultural insurance 
may not be profitable a lot of the 
time and underwriters require 
partnerships to develop “muscles 
to carry it up”.

“It is an ecosystem. It takes a 
village for us to handle climate 
risks. It means being stronger as 
an industry,” says Ms Murera.

Disruption
Her calls for teamwork come at 
a time the industry is emerging 
from the pandemic but has run 
into more disruption in the form 
of the Russia-Ukraine war, tight 
budgets and waves of political 
instability. 

Ms Murera says Covid-19 
impacted the industry “greatly” 

through a dip in premiums and a 
rise in medical and life insurance 
claims, as businesses came to a 
standstill and infections soared. 

“There were lots of claims, 
especially on the medical and life 
side. For example, we lost pilots in 
Kenya and those were big claims” 
she says. 

“Across Africa, we had huge 
medical claims coming through. 
For ZEP-RE, we went up to $2m of 
claims in both life and medical.”

There was also the issue of 
performance bonds in some 
markets such as Ethiopia, where 
contractors were not able to 
complete the projects, according 
to Ms Murera.

The silver lining, she says, 
is that the industry has built 
more resilience as a result and 
that the disruption has opened 
conversations around new 
ways of selling insurance, with 
many regulators allowing digital 
technologies and signatures.

Despite the challenges 
encountered during the 
pandemic, Ms Murera cautions 
that underwriters cannot afford 
to steer off future pandemics or 
climate change through exclusions 
and expect to grow their 
relevance.

“For insurers and reinsurers, it 
is not just about tightening the 
exclusion list. It is about how we 
incorporate these covers because 
they are part and parcel of what 
we need to do to participate in 
economic development,” says Ms 
Murera.

Interconnected world
The Russia-Ukraine war and its 
aftershocks, including hikes in 
prices of gas and cereals, she 
adds, have added another stamp 

▲ "It takes a 
village for us to 
handle climate 
risks. It means 
being stronger 
as an industry. 
It requires an 
ecosystem" 
Hope Murera,  
ZEP-RE MD

https://www.zep-re.com/


7

June 2022 | Closing the protection gap

www.zep-re.com

CEO message

on the fact that the world is 
interconnected.

The industry has witnessed a 
reduction in marine business as 
well as challenge around aviation 
insurance. 

“A lot of aviation capacity is also 
in Russia, so the insurance industry 
around aviation was scattered 
and we needed to find cover 
elsewhere. It has been another 
eye-opener. We are learning tough 
lessons.”

But the sector does not have 
much breathing space, with a 
series of elections in different 
African economies including 
Kenya, which goes to the polls in 
August. The demand for pollical 
violence and terrorism (PVT) covers 
is beginning to rise as a result, 
according to Ms Murera.

“We can see in Kenya people 
buying violence cover, which is 
interesting because they mostly 
only buy this cover when there is 
an election, and this means we are 
getting a skewed business around 
PVT,” she explains.

But the rush means either 
some of risks will not be covered 
or will have to be priced higher, 
according to Ms Murera, who 
adds that the reinsurer is usually 
not open to covers of say a month.

“We actually tell our clients that 
buying an annual cover makes 
more sense than only buying 
during an election.”

Nairobi Declaration
The sustainability agenda is 
key for ZEP-RE, reinforced by 
it signing up to the Nairobi 
Declaration on Sustainable 
Insurance. “Signing the Nairobi 
Declaration for Sustainable 
Insurance was an actualisation of 
the things we believe in and do,” 
says Ms Murera.

“It is about coming onboard 
and saying ‘I want to be counted’. 
That is what ZEP-RE did. It is not 
just words.” 

The regional reinsurer, which 
has acquired a controlling stake 
in Agriculture and Climate Risk 

Enterprise (ACRE Africa), believes 
that successful sustainability 
initiatives require public-private 
partnerships.  

Ms Murera says the sector is 
witnessing increased commitment 
and funding into climate change 
risk. “On our part, we acquired 
Acre just for that and we have 
seen agricultural insurance 
growing as government subsidies 
happen,” she says.

ZEP-RE’s lessons in markets 
such as Zambia have been that 
the uptake of the agriculture 
insurance cover tends to do better 
when it is bundled with seeds and 

fertiliser. The reinsurer also runs 
a project de-risking pastoralists 
in the Horn of Africa, which aims 
to provide risk management 
solutions to build resilience for 
these communities. 

ZEP-RE has funded actuarial 
studies around the right pricing in 
the region. In Kenya, such efforts 
led to the creation of a pricing 
app for risks such as engineering.

But as ZEP-RE rallies other 
reinsurers and insurers towards 
the sustainability agenda and the 
net-zero campaign, Ms Murera 
cautions that this is not going to 
be an overnight switch. 

She says it requires developed 
and developing countries to 
have a conversation to identify 
the short-term needs and map 
out what needs to be done to 
gradually achieve a sustainability 
agenda.

For instance, Ms Murera says: 
“It is not a one-way conversation 
of African countries to stop oil 
and gas all over. It is a journey 
and that is why even the 
developed countries give a future 
date.

“The insurance industry 
should come together and 
provide solutions that strengthen 
resilience to support sustainability 
for our economies.”

❝ For insurers and 
reinsurers, it is not just 
about tightening the 
exclusion list. It is about 
how we incorporate these 
covers because they are 
part and parcel of  what we 
need to do to participate in 
economic development
Hope Murera, ZEP-RE MD

https://www.zep-re.com/
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Sustainability

Putting words into action

Sustainability is key for the 
survival of the African 
insurance industry – 

something that is often said, but 
it can be hard for individuals and 
companies alike to see how they 
can be part of the conversation.

Too often, people say, the 
conversation is being held at a 
global level and is awash with 
jargon and challenges that make 
it difficult for individuals to see the 
relevance.

And too often, people complain, 
there is a lot of talk but little in 
the way of action. Backing up 
its words with actions, ZEP-RE is 
a signatory to both the Nairobi 
Declaration on Sustainable 
Insurance and the UN’s Principles 
for Sustainable Insurance (UNPSI).

Launched at the 2012 UN 
Conference on Sustainable 
Development, the UNPSI 
serve as a global framework 
for the insurance industry to 
address environmental, social 
and governance risks and 
opportunities.

Endorsed by the UN Secretary-
General, the Principles have led to 
the largest collaborative initiative 
between the UN and the insurance 
industry – the PSI Initiative. More 
than 200 organisations worldwide 
have adopted the four Principles 
for Sustainable Insurance, 
including insurers representing 
more than 25% of world 
premium volume and $14trn in 
assets under management. The 
Principles are part of the insurance 
industry criteria of the Dow 
Jones Sustainability Indices and 
FTSE4Good.

The UN says: “The vision of 
the PSI Initiative is of a risk-aware 
world, where the insurance 
industry is trusted and plays its full 
role in enabling a healthy, safe, 
resilient and sustainable society.

“The purpose of the PSI Initiative 
is to better understand, prevent 
and reduce environmental, 
social and governance risks, and 
better manage opportunities to 
provide quality and reliable risk 
protection.”

Developing the region
ZEP-RE is one of six African 
insurance groups to have signed 
up to the UNPSI  and Hope 
Murera, CEO of ZEP-RE, stresses: 
“ZEP-RE is a leading reinsurer in 
Africa mandated to foster the 
development of the region’s 
insurance and reinsurance 
industry, promote the growth of 
national and regional underwriting 
and retention capacity, and 
support sub-regional economic 
development agenda.   

“As a responsible corporate 
citizen, we have ingrained 
sustainability in the core of our 
operations through the provision 
of excellent technical services to all 
our clients, and active participation 
to support the development of the 
region’s insurance and reinsurance 
industry.”

She adds: “We are firm believers 
in financial inclusion and are 
at the forefront of availing risk 
management products in the 
microinsurance space, such as in 
the agrictulture industry, cognisant 
of the sector's significant role in 

the development of the regional 
economies.  

“We are delighted and 
honoured to be signatories to 
the UNPSI. Through this initiative, 
we shall work to ensure that 
our industry will balance social, 
economic and environmental 
sustainability in their company 
strategies for a better world. 
ZEP-RE is mobilising its staff, 
shareholders, customers and all 
our partners towards the fulfilment 
of this promise.”

Nairobi Declaration
More recently, in April 2021, the 
Nairobi Declaration on Sustainable 
Insurance was launched in 
Nairobi as part of the UN PSI’s 
annual Africa summit, as a 
commitment by African insurance 
industry leaders to support the 
achievement of the UN Sustainable 
Development Goals (SDGs).

As it was launched, the UN 
SDGs – a shared vision to end 
poverty, rescue the planet and 
build a prosperous and peaceful 
world – were gaining global 
momentum. 

However, while progress is 
being made in many places, 
action to meet the SDGs is not 
yet advancing at the speed or 
scale required. The UN said: 
"As we embark on the UN’s 
Decade of Action to deliver the 

▲ ZEP-RE is 
a signatory 
to both 
the Nairobi 
Declaration on 
Sustainable 
Insurance 
and the UN’s 
Principles for 
Sustainable 
Insurance

https://www.zep-re.com/
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Sustainability

SDGs by 2030, there is a need 
to accelerate solutions to major 
sustainability challenges – ranging 
from climate change, biodiversity 
loss, ecosystem degradation 
and pollution, to human rights 
violations, poverty and social 
inequality – particularly in the 
wake of the Covid-19 pandemic 
that has slowed down progress on 
the SDGs."

As risk managers, the African 
insurance industry has a key role to 
play in promoting economic, social 
and environmental sustainability 
– in other words, sustainable 
development.

Signatories to the Nairobi 
Declaration on Sustainable 
Insurance commit to the following:

1. Risk management
  Advance the assessment, 

management and disclosure 
of climate change-related risks 
and opportunities, building 
on the PSIs project to pilot 
the recommendations of the 
Financial Stability Board’s 
Task Force on Climate-related 
Financial Disclosures.

  Advance the assessment, 
management and disclosure 
of environmental, social and 
governance (ESG) risks and 
opportunities across all lines 
of business (non-life, life and 
health, pensions), building on 
the PSI’s ESG guide for non-
life insurance business and 
other PSI guidance on specific 
sustainability issues.

2. Insurance
  Support the Insurance Sustainable 

Development Goals being 
developed by the PSI to harness 
insurance products and solutions 
to help achieve the SDGs.

  Close the insurance protection 
gap by actively developing 
and promoting inclusive and 
innovative insurance solutions 
(including through insurtech 
and nature-based solutions) 
for households, businesses and 
governments to build resilient 

cities and communities, as 
well as sustainable food and 
agriculture systems, among 
others.

  Support the transition to a 
resilient, net-zero emissions 
economy, building on the work 
of the PSI to establish the Net-
Zero Insurance Alliance.

3. Investment
  Support the transition to a 

resilient, net-zero emissions 
economy, building on the work 
of the UN-convened Net-Zero 
Asset Owner Alliance.

4. Policy, regulatory and 
industry engagement
  Engage with policymakers, 

regulators and industry 
associations on key sustainability 
issues for the African insurance 

industry, including through 
the work of the Sustainable 
Insurance Forum, International 
Association of Insurance 
Supervisors and Vulnerable 
Twenty Group of Ministers of 
Finance.

5. Sustainable insurance 
thinking and practices
  Promote the adoption and 

implementation of the four 
Principles for Sustainable 
Insurance across African 
insurance markets.

  Enhance the knowledge and 
capacity of the African insurance 
industry on sustainable 
insurance.

  Shape the sustainable insurance 
agenda in Africa and strengthen 
the global effort of insuring for 
sustainable development.

❝ At ZEP-RE, we have entrenched sustainability 
at the core of  our operations and are committed 
to deepening financial inclusion by availing 
appropriate risk management solutions. We are 
delighted and honoured to become signatories 
to the Nairobi Declaration for Sustainable 
Insurance as it aligns with our strategy and 
founding mandate
Hope Murera, ZEP-RE MD,  on signing the Nairobi Declaration
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Bringing regulators together to 
develop a more sustainable and 
resilient insurance industry

As part of the mandate 
enshrined in ZEP-RE’s 
Establishment Agreement, 

the reinsurer is tasked with 
fostering development of the 
insurance and reinsurance 
industry in the Common Market 
of Eastern & Southern Africa 
(COMESA) as well as support of 
sub-economic development within 
its markets. 

The ZEP-RE East African 
Insurance Supervisors’ Association 
(EAISA) Forum, now in its fourth 
year,  brings together all heads 
of regulatory instituitions in East 
Africa and forms part of the 
pan-African reinsurer's mandate 
to develop the insurance industry  
through partnership and dialogue 
with regulators.

As the pandemic ends, ZEP-RE 
believes now is the time for the 
insurance industry to redefine 
itself and provide required 
solutions. This is particularly 
important for the demography 
most impacted, i.e. the 
low- to middle-
income segments. 
An approach 
that focuses 
on impact and 
sustainability 
will be essential 
to ensure the 
protection of a 
segment of the African 
population that remains 
marginalised, impoverished and 
underserved.

Suffice to say, many African 
markets remain undeveloped, 
making that a prime opportunity 
for the regulators, players, and 
consumers. 

Dynamic approach
The intention of the EAISA 
Forum is to embrace a forward-
looking and dynamic approach 
that encourages collaboration 
between policy and market 

actors, particularly 
in terms of how 

regulators can, in 
partnership with 
market players, 
support the 
evolution of 
African insurance 

markets. 
The just-

concluded EAISA 
Forum 2022 focused on the 

growth and sustainability of 
insurance markets in Africa – 
beyond the global Covid-19 
pandemic. 

The forum focused on 
agriculture insurance and 
microinsurance, where the 

deepening of insurance among 
vulnerable populations was 
examined, while addressing the 
needs and risks these people 
face. Pertinent regulatory 
initiatives, were also addressed, 
including areas in which changes 
need to be considered, including 
enabling of other actors such 
as Micro Finance institutions 
(MFIs) in the distribution of micro 
insurance products in an efficient 
and sustainable manner.

Driving forward
Key topics discussed at the 
forum included the following: 

DRIVE project: Participants 
were taken through the De-
Risking, Inclusion and Value 
Enhancement of Pastoral 
Economies Project (DRIVE Project) 
in the Horn of Africa, with the 
session demonstrating the value 

❝ Considering 
the just-
ending global 
pandemic or 
similar future 
occurrences, 
the evolution 
and response 
of  insurance 
markets will 
continue to be 
fundamental, 
bearing in mind 
the challenges 
being faced 
by the global 
economy today, 
which now 
include the 
geopolitical 
impact of  the 
Russia-Ukraine 
crisis and 
ongoing climate 
change risks

78% COMESA

15%
Rest of
Africa

7% Outside
Africa

ZEP-RE office

Head office

ZEP-RE writes over 78% of its business in COMESA countries

6
Governments have a stake in 
ZEP-RE – Rwanda, Sudan, 
Djibouti, Zambia, Kenya, 

Mauritius

https://www.zep-re.com/
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of a sound and solid ecosystem 
in driving financial inclusion. The 
ecosystem in this case includes 
markets actors, aggregators, 
beneficiaries, government 
agencies, partnerships and 
regulators.

Microinsurance as an 
accelerator to inclusivity: 
Focused on case studies and 
proposed regulatory initiatives 
to enable the participation of 
additional actors, including micro-
finance institutions (MFIs) in the 
distribution of microinsurance as 
well as product bundling initiatives 
driven by a human-centred design 
approach. 

Enhancing national agriculture 
insurance schemes as an 
antidote to socioeconomic 
development, with a focus on 
regulatory driven initiatives 
to scale up the schemes: The 
structuring of National Agriculture 
Insurance Schemes (NAIs) for 

success, including an ecosystem 
approach, was discussed at 
length. It examined specific 
schemes within the African 
continent, specifically those 
within east and southern Africa, 
experiences and lessons learned. 
The diverse variables that enable 
the success or non-realisation of 
the objectives of such schemes 
were also addressed, particularly 
the importance of actuarial 
modelling for climate risk. 
Premium subsidies, consortium 
arrangements, bundling with agro 
inputs, financial services and the 
importance of technology were all 
considered. 

Insurance market overview: 
Critical aspects that engineer 
and/or impact on the growth 
and development of markets 
within east Africa and Zimbabwe, 
together with the proposed 
actions were examined, together 
with key regulatory developments 
in the past five years.

Lessons learned from Covid- 
19: One of the key objectives 
was to determine how and 
why African insurance markets 
should redefine and reposition 
themselves today. How can 
regulation support recovery 
and accelerated growth, while 
enabling uptake and maintaining 
consumer confidence? Market 
resilience – a critical factor in 
addressing similar recurrences 
– workforce transformation 
and innovation as an essential 
component to business efficiency 
as well as service delivery were 
also explored.

Alhaj Kaddunabbi Lubega, the 
EAISA Chairperson, closed the 
forum by commending ZEP-RE for 
leading the way in the provision 
of a platform for dialogue and 
knowledge sharing among 
industry players; with the aim 
of growing and strengthening 
Africa’s insurance sector and for 
hosting this event for the 4th year 
running.

Left to right: Alain Kaninda (DRC); Kevin Rwasa (Burundi); Grace Muradzikwa (Zimbabwe); Alhaj Kaddunabbi 
Ibrahim Lubega (Uganda); Godfrey Kiptum (Kenya); Khadija Issa Said (Tanzania); Dilme Drimas Niyonizeye (Rwanda)
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The time is right, as technology 
enables financial inclusion

Part of building a sustainable 
insurance market is to drive 
into new markets. Across 

Africa that generally means 
widening the pool of insureds by 
growing financial inclusion and 
providing cover to the less well-
off.

ZEP-RE is passionate about 
enabling wider communities to 
access insurance and benefit 
from the economic stability and 
resilience that follows.

As part of that committment, 
in 2021, ZEP-RE acquired a 56% 
stake in ACRE Africa, a leading 
provider of risk management 
solutions for farmers in Africa, to 
support the company in its quest 
to build a dynamic and sustainable 
smallholder agricultural insurance 
sector.

Today, CEO of ACRE Africa, 
Ewan Wheeler, says the acquisition 
has made a huge difference to 
ACRE Africa, enabling it to grow 
sustainably itself.

“From the day-to-day functions 
of IT, finance and HR, ZEP-RE is 

supporting us. But more than 
that, it has given us credibility 
and access to governments and 
market players in equal measure. 

“ZEP-RE has such strong 
relationships with both 
governments and the private 
sector, that it has opened so 
many doors to us and allowed 
us to strengthen our proposition 
and take our products into new 
markets.”

Expanded reach
Since its foundation, ACRE Africa 
has been strong in eastern Africa 
markets but today it has expanded 

its reach to the southern parts of 
the continent particularly, where 
it is launching in Zambia and 
is in talks with the Zimbabwe 
government. Additionally, ACRE 
Africa has launched in Nigeria and 
plans to become truly continental 
in its reach.

However, as Mr Wheeler 
explains, this is not expansion for 
expansion’s sake but about being 
able to deliver the right product at 
affordable costs to farmers across 
Africa.

He says: “The time is right 
for agriculture insurance. Crop 
insurance is turning a corner and 
is becoming something that works 
thanks to the development of 
technologies.”

In the past, for example, 
ACRE Africa’s insurance product 
was based on a grid of 10km, 
but today thanks to massive 
improvements in satellite 
technology, its product is based 
on a 100-metre grid – something 
that would cover perhaps two, 
three or four farms.

▲ ZEP-RE is 
passionate 
about 
enabling wider 
communities to 
access insurance

❝ With only 3% of  the sub-
Saharan Africa population 
insured, agricultural 
insurance penetration is at 
less than 1%
ACRE Africa

https://www.zep-re.com/
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And in another significant 
change, payouts are no longer 
based on rainfall but on soil 
moisture. As Mr Wheeler 
explains: “This allows us to be 
much more accurate in payouts. 
Rainfall is an inexact measure 
because a sudden deluge 
can result in the water simply 
running off, but soil moisture is a 
measure that accurately reflects 
the farmers’ experience.”

Technology
Added to that, ACRE Africa 
is developing a much more 
connected relationship with 
farmers, again thanks to 
technology.

The company encourages 
farmers to share pictures of their 
crops throughout the growing 
period. Not only does this support 
any claims but it also allows 

ACRE Africa to offer the farmer 
advice and to provide support 
throughout the growing period.

Using blockchain, ACRE Africa 
is working to further boost 

efficiency of existing insurance 
products with blockchain 
technology to reduce costs 
and improve attractiveness, 
profitability and reach by 
smallholder farmers.

The company explains: 
“Blockchain technology, if 
applied properly, will enable 
weather data to be fed directly 
to digitised insurance policies 
(blockchain-based smart 
contracts) to provide faster and 
cheaper weather index insurance 
solutions that can integrate into 
the value chain.”

Not only has this all allowed 
the cost of crop insurance to 
drop significantly, making it 
far more affordable, but it 
has enabled ACRE Africa to 

❝ In sub-Saharan Africa, more than 70% of  
the population depends on agriculture for its 
livelihood. Agricultural insurance, however, 
is rarely available. Where it exists, insurance 
covers a very small segment of  farmers. 
Smallholders face numerous risks, especially 
related to changes in climate
Ewan Wheeler, CEO of  ACRE Africa

ZEP-RE microinsurance product impact areas

1

4

32

The farmer or VC 
downloads an app 
allowing him to 
upload pictures.

The farmer or VC 
takes pictures 
regularly at the 
same spot or if 
he has a claim 
and uploads 
them.  

Once uploaded the 
pictures are reviewed 
to ensure the crop 
is developing 
correctly or verify a 
claim. This will 
shortly be done by 
AI.

If the claim is 
being verified, 
then, upon 
verification, the 
payment would 
be made to the 
farmer. Otherwise 
if there was an 
abnormality in the 
crop development 
the farmer would 
be contacted and 
the relevant 
remedial advice 
given. 

The involvement of farmers in the insurance process makes them involved and increases their understanding.

Picture-based insurance – the product

https://www.zep-re.com/
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collect large volumes of data, 
making reinsurance much more 
accessible and affordable.

Ultimately, it will result in 
ACRE Africa being able to offer 
insurance to millions of farmers 
at an affordable price.

Educating insureds
One of the barriers, however, has 
been the farmers themselves. 
They have been resistant to 
buying insurance historically, so 
along with all the technology, 
ACRE Africa has been working 
hard to educate insureds as far as 
possible.

Using Village Champions, they 
are educating farmers about the 
value of insurance and convincing 
them that they will get ‘more 
bang for their buck’ than might 
have been possible in the past. 

“Historically,” said Mr Wheeler, 
“farmers would actually only 
receive 20%-25% of any payout, 
with the rest of the money being 
spent along the chain. Everyone 
was happy with the system 
except the farmers.

“Now over a ten- to 12-year 
average we can achieve payouts 
to the farmers as high as 60%. 
That means you get happy 
farmers. More claims with good 
outcomes means that more 
people will be convinced to buy 
insurance. A winning circle for 
everyone.”

ACRE Africa offers three tiers 
of insurance: micro, meso and 
macro.

Mr Wheeler admits the micro 
product is the hardest sell, 
because it is sold direct to the 

farmer and “that is quite tough 
to do”. However, he said the 
system of Village Champions 
and local agents is making a real 
difference.

At the meso level, ACRE 
Africa bundles products with 
aggregators and offers insurance 
with banks and other lenders. 
“In the past, this was quite hard 
to do because of the cost, with 
premiums running at about 10% 
of the insured value.

“Now costs are down to 
nearer 1%-2% which makes it 
financially viable. Added to that, 

in the past lenders would pass 
on the cost of insurance to the 
borrower, making the cost of 
lending extremely high for the 
smallholder farmer.

“However, we have been 
working with lenders to show 
how insurance can actually 
reduce defaults, saving the 
lenders money, rather than 
costing them.”

The third category, macro, 
involves ACRE Africa working 
with governments or parastatal 
bodies to develop schemes 
funded by subsidies. This provides 
insurance at country or regional 
levels, potentially reaching 
millions of farners.

Overall, Mr Wheeler believes 
the future for agricultural and 
crop insurance is bright. “A 
lot of the pieces of the jigsaw 
have come together, allowing 
us to offer viable insurance at 
affordable levels and thus helping 
millions of farmers by protecting 
them against crop failure.”

❝ Village Champions are trained smallholder 
farmers that act as change agents who are 
educating their fellow farmers about the value of  
insurance to increase uptake and acceptabilty

❝ Studies show that women account for nearly 
half  (43%) of  the world’s smallholder farmers 
and produce about 70% of  Africa’s food. Yet, in 
most African countries, less than 20% of  land is 
owned by women
Source: World Economic Forum

https://www.zep-re.com/




Closing the protection gap | June 2022

16 www.zep-re.com

Insurtech and digitalisation

Closing the protection gap through 
financial inclusion initiatives

Developing nations lag 
behind in adoption 
of modern financial 

instruments, as evidenced by poor 
capital accumulation. This is to 
be expected as these nations are 
playing catchup, having joined the 
party late. 

The nations of sub-Saharan 
Africa have taken a totally 
different approach to adoption of 
financial instruments – they have 
adopted mass inclusion strategies. 
Financial inclusion needs to 
be sustainable but is affected 
by financial shocks as there is 
exposure to risk.

Microfinance has taken root in 
Africa, however this has not been 
followed by protection against 
the risks. In the developed world, 
financial play is accompanied by 
protection instruments to ensure 

survival of a business in the event 
of a calamity. The same is needed 
in microinsurance:
  A borrower should be able to 

recover from such events as 
accidents, illness, or weather. 

  A lender should be able to 
recover their loan also in the 
event of failure.

This then requires that 
microfinance institutions and small-
scale businesses start thinking 
about the risks and start buying 
protection against such risks. 

The challenges in closing the 
protection gap
Among the challenges cited 
by Felisters Gitau, a student at 
the University of Nairobi, who 
researched the challenges facing 
microinsurance, these three have 
technological solutions:

Product design and 
appropriateness: Insurance has 
traditionally been a product that 
is sold instead of a product that 
is bought, meaning a consumer 
does not normally seek out 
insurance unless it is mandatory. 
The challenge is even greater in 
microinsurance as the consumer 
traditionally uses social protection 
to recover from adverse events. 
Product design is also a challenge, 
as most products fail to meet 
consumer expectations. 

Distribution channels: Insurers 
have employed agents and 
brokers to sell insurance – this 
model works well when consumer 
numbers are low, but falls flat 
when the target market becomes 
millions. Brokers and agents 
also act to simplify complicated 
insurance arrangements but 

▲ Insurtech 
startups have 
been exploring 
methods of 
addressing the 
challenges of 
microinsurance 
delivery

Alexio Manyonde, chief  technology officer at ZEP-RE, looks  
at how the protection gap can be addressed using technology
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again this is harder to do with 
large numbers. Therefore, the 
traditional channels of selling 
insurance are not suited to 
microinsurance.

Cost of delivery: Microinsurance 
using traditional methods has a 
high cost of delivery. Every contact 
in the insurance value chain comes 
with a cost. The numbers involved 
multiply that expense multiple 
times. That needs to be addressed.

Insurtech and digitalisation in 
financial inclusion
Insurtech can touch any of the 
points in the entire value chain, 
from cover purchase to claim 
settlement. Insurtech startups and 
the traditional players have been 
exploring methods of addressing 
the challenges of microinsurance 
delivery: 
  Mobile phone penetration is 

becoming key. By 2025, it is 
predicted that mobile phone 
penetration will reach 50% 
in sub-Saharan Africa. In 
Kenya this is being used by 
selling insurance at the point 
of monetary transaction for 
related products and services. 
The registration levels of the 
lines ensures that know your 
client (KYC) requirements, 
which are important in 
insurance, are easily met. The 
line registration process ensures 
that the person’s identity is 
verified.

  Distribution channel innovations 
are taking advantage of various 
technologies that are already 
available in the market. Peer-
to-peer models of insurance 
have been traditionally 
done manually. Digitalising 
these channels is becoming 
a new way of addressing 
mass distribution need. Key 
members of the groups are 
empowered to collect data 
and register members, using 
technology that is connected 
to the insurance companies. 
To address the need for mass 
support, chatbots are coming in 

handy. They provide automated 
ways of answering questions, 
leaving the human agent to 
respond to more complex ones. 

  To address the need for cost 
savings, various technologies 
are being employed in 
insurance. The simplest is 
digitalising the business 
processes. This is where the 
touchpoints are reduced by 
introducing a single point of 
data entry, where all players 
then have visibility of this data 
and can run reports to take 
additional actions to support 
the process. Machine learning 
is also coming into play, where 

claims processing is making use 
of visual analytics to automate 
and speed up decision making.

Achieving adoption
Financial inclusion has progressed 
in Africa, with success being 
noted in getting mass adoption 
of financial products. However, 
sustainability of such adoption 
requires that risks be managed. 

Microinsurance is the solution, 
which must be supported by 
technology to achieve the 
mass penetration needed. The 
technology is available and ZEP-
RE stands ready to partner with 
clients to achieve adoption.

ZEP-RE has been supporting the 
acquisition of houses by low-income 
buyers, through the delivery of a 
collateral replacement indemnity 
product. 

There is a class of potential 
homeowners who cannot afford to save 
for a house but the rent they pay is 
enough to cover mortgage repayment. 
This is the class of first-time buyers 
targeted by this product. Finance 
institutions can then buy this insurance 
cover against the risk of default in 
the first two years, to the value of the 
deposit. They can then offer up to 105% 

of the value of the house as a mortgage 
loan.

To ensure that this solution remains 
low-cost for insurers, ZEP-RE makes use 
of a guarantee management system. 
The system enables single data entry at 
the financial institution issuing the loan, 
generation of a quote and confirmation 
of cover. 

Reporting is available to insurer and 
reinsurer, which enables them to simply 
print and invoice for premium collection. 
The risk carriers therefore have a low 
touch in the process, enabling the cost of 
the product to the insured to remain low.

ZEP-RE addressing the cost of microinsurance

Covered over 1,000,000 farmers 
in Zambia (FISP), 60,000 farmers 

in Uganda (NAIS) and 250,000 
farmers  and pastoralists in 

Kenya

Provision of technical advisory 
services and reinsurance 

support

Support technical underwriting 
and champion best practice in 

the industry

Invest over 90% of  our 
premiums in the region

Provide employment in the 
region

Supporting consumer education 
& capacity building through 

ZEP-RE Academy

New product development 
especially at the micro insurance 
sector level through leveraging 

technology to optimise 
distribution and increase access 

and reach

Work with insurance regulators 
to increase resilience of the 

market and support turn around 
of markets

We support affordable Housing 
through our Collateral 

replacement indemnity product. 
Over 1,500 families supported to 

own their home 

Facilitate regional trade through 
management of the COMESA 

Yellow Card and RCTG schemes

Supporting regional 
governments on inclusive health 

schemes and promoting 
Innovation to expand universal 

medical access using digital 
solutions

Supporting governments to 
develop long-term saving 
schemes bundled  with a 

bouquet of micro life products

The Company set up a 
development impact fund to 

fund its development 
initiatives in the region

ZEP-RE delivers on its mandate of deepening financial inclusion through:
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ZEP-RE Academy rallies insurance 
sector in closing skill gaps to 
underwrite emerging risks

Regional reinsurer ZEP-RE 
is rallying underwriters to 
continuously train staff to 

equip them with new skills to 
match emerging risks such as 
climate change and cybercrime. 

According to the ZEP-RE 
Academy, the new challenges 
facing the African insurance and 
reinsurance market means that 
underwriters who cling onto old 
skillsets stand to lose out.

ZEP-RE Academy training 
manager Christine Gitachu says 
economic challenges are forcing 
many people to choose between 
purchasing insurance and putting 
food on the table, so growing 
insurance penetration will 
therefore require new skills that 
will allow the sector to match the 
current realities. 

Ms Gitachu says that while the 
tight budgets could tempt many 
underwriters to ignore training, 
improved underwriting results 
are not going to come unless 
sector players strike the delicate 
balance between cost-saving and 
upskilling workers.

“Having incompetent staff is 
costlier than what it will take 
an insurance company to train. 
So, while there are financial 
constraints on the part of insurers, 
they can’t afford to ignore 
training,” says Ms Gitachu.

“There needs to be a 
delicate balance (between cost 
saving and upskilling) based 
on understanding that poorly 
equipped staff deliver poor 
results.”

She adds that while the skills 
gap in the industry cannot 
be described as “bad”, it is 

concerning considering the many 
challenges that the sector faces in 
the African market.

The African market has been 
facing low penetration levels, 
fraud and price undercutting 
but the sector is now facing a 
different set of threats such as 
climate change, cybercrime and 
political terrorism.

Ms Gitachu reckons that the 
old skillsets that were developed 
for traditional insurance, which 
was heavy on property, life and 
medical covers, is not going to be 
relevant now.

“These are things we didn’t 
have to deal with,” says Ms 
Gitachu. “These new risks are 
coming in and demanding a 
different way of underwriting. 
This means new skillsets have to 
be introduced.

“We also have climate change 
that we have to deal with. We 

had hurricanes along the African 
coastline, but now we are 
suddenly seeing an influx. Do we 
have the skillsets to be able to 
handle this kind of risk?”

ZEP-RE Academy
Such questions, she explains, are 
at the heart of ZEP-RE Academy, 
which was established to enable 
the regional reinsurer to carry out 
trainings in a coordinated manner.

The academy targets industry 
practitioners at all levels – 
technical, managerial/senior level, 
C-suite and board level as well as 
regulators – across the Common 
Market for Eastern and Southern 
Africa (COMESA), where ZEP-RE 
operates.

“You can have a highly trained 
junior level in your insurance 
company but if the top decision-
maker is not equipped, then 
there is going to be a challenge,” 

▲ Staff need 
training to 
equip them 
with new 
skills to match 
emerging risks 
such as climate 
change and 
cybercrime
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explains Ms Gitachu on the 
reason behind trainings at all staff 
levels. 

For maximum impact, the 
academy starts by identifying 
skills gaps that are specific to 
a particular country or region 
before plugging in with the 
relevant training.

“The Kenyan insurance 
industry is, for instance, not at 
the same level as Ethiopia. You 
can’t take a solution tailor-made 
for Ethiopia and implement it in 
Kenya because you will be off in 
terms of your analysis,” says Ms 
Gitachu.

The academy is also keen on 
research and development of 
various products to help the 
industry to push insurance to the 
untapped population.

The impact of the training 
initiatives is beginning to be 
reflected in the underwriting 
results, as the upskilled employees 
become well placed to price risks.

“Our practitioners are 
constantly upskilling by learning 
and developing themselves to be 
able to underwrite the risks in a 
more prudent way. We want to 
underwrite businesses and do so 
profitably,” says Ms Gitachu.

Some insurers and reinsurers 
have been afraid of training, 
arguing that upskilled employees 
suddenly become more 
marketable and leave their current 
employers for other jobs. 

However, Ms Gitachu says 
the benefits of training staff far 
outweigh the cost of being stuck 
with staff unable to handle the 
emerging risks. She adds that 
employers who invest in training 
their staff eventually end up with 
a highly motivated and loyal 

workforce, actually lowering the 
risks of a talent drain.

Breaking silos
She is asking sector players to 
break the silos and embrace 
partnerships that can rise above 
budget constraints and narrow 
the skill gaps across all levels of 
staff in the sector.

This, Ms Gitachu believes, 
will only be possible if many 
sector players can begin to work 
together to make trainings a long 
haul and not a “one-hit wonder”.

Models such as continuing 
professional development (CPD) 
points, she adds, can challenge 
different practitioners to 
continually aim at something and 
not to become complacent. 

“The environment we are in is 
so rapidly changing. You cannot 
be reliant on what you learnt say 
four or five years ago.”

❝ Employees who tend to spend money on 
their staff  have better results than those who 
do not. The staff  who are trained also tend 
to develop an element of  loyalty compared 
to those working for employees who are not 
concerned about staff  development
ZEP-RE Academy training manager Christine Gitachu

www.zep-re.com
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“The training equipped me with 
skills and a better understanding of 
reinsurance and its operations. I have 
been able to advance my skills with 
better knowhow, and this has made my 
day to day working easy. The training 
has been a reference point, especially 
during reviews of reinsurance pricing 
and accounting processes.”

ZEP-RE Academy testimonials

“ZEP-RE’s facilitators are highly 
professional. I am inspired to excel in
my practice.”

https://www.zep-re.com/


Closing the protection gap | June 2022

20 www.zep-re.com

Insurance pools

The case for insurance pools

Insurance pools are a concept 
in which underwriters come 
together to pool capacity 

to cover a particular group of 
risks. Historically, pools have 
been created to cover classes 
of business that do not have 
critical mass for conventional 
insurance. For instance, political 
violence and terrorism risks were 
initially covered by government-
run pools before the capacities 
developed for individual 
underwriters to independently 
cover terrorism risks.

We have also seen pools formed 
for catastrophes such as floods 
or earthquake in a number of 
markets, where the risk of such 
perils is so high that conventional 
insurers find it expensive to cover 
individually. Other successfully 
run pools have been third-party 
motor, which covers liabilities for 

motor vehicles across countries 
for business or private travel. Such 
pools include the COMESA Yellow 
Card Reinsurance Pool in east and 
southern Africa that is managed 
by ZEP-RE (PTA Reinsurance 
Company).

When the Covid-19 pandemic 
struck, the (re)insurance 
industry immediately reinforced 
the pandemic exclusion in all 
traditional classes of business. 
The insuring public was therefore 
left with no cover for pandemic 

▲ Pools have 
been formed 
for catastrophes 
such as floods 
or earthquake 
in a number of 
markets

Unlocking Africa’s insurance potential 
is critical given its connections with 
promoting economic growth and 
development. The insurance market 
is bound to expand with greater 
participation by traditional insurance 
companies and can expand exponentially 
when reinsurance companies enter the 
market to accommodate increased risk. 

Reinsurance, which is an extension 
of the insurance market by which an 
insurance company seeks to arrange a 
contract with a reinsurer for potential 

losses incurred from already-issued 
insurance policies, is set to expand 
on the continent. The total insurance 
penetration rate in Africa was just 
2.98% in 2018, indicating the immense 
potential for the market to expand amid 
growing financial entrepreneurship 
and cross-sectoral projects across the 
continent.

Source: Africa’s Insurance Potential: 
Trends, Drivers, Opportunities and 
Strategies; Landry Signe

Reinsurance set to expand across Africa

https://www.zep-re.com/
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exposures. This is therefore an 
opportunity that the insurance 
industry and governments can 
harness to develop an insurance 
pool to cover the pandemic 
exposures. 

Developing pools
This is always the starting point 
for developing capacity for mainly 
catastrophic exposures that 
individual market players are not 
able to hold on their respective 
balance sheets. 

ZEP-RE continues to be on 
the forefront in partnership with 
regulators in the region to develop 
pools for emerging risks and risks 
with potential of large losses. 

Other than pandemics, other 
risks in the region that can work 
well under pools would include 
agriculture for smallholder 
farmers, oil and gas, mining and 
infrastructure risks.

ZEP-RE and COMESA

COMESA 
at a glance

ZEP-RE enjoys support and goodwill 
from governments of the COMESA 
region and collaborates with 
countries of the region to promote 
policies and initiatives that deepen 
financial inclusion and develop the 
insurance industry

  Free trade zone covering 19 
countries in Northern, Southern 
and Eastern Africa

  Largest trading block in Africa 
by size

  Population: 586 million people
  Combined GDP: $800,673m
  Insurance penetration rate: 2%
  Combined annual FDI: $20bn
  Growth rate pre-Covid: 5.2%

  Regional governments recognised the need 
for financial inclusion

  COMESA Heads of States and Government 
mandated ZEP-RE, in line with the 
objectives of its charter, to work with 
Member States to deliver on this in 2018

  ZEP-RE works with member states 
to ensure that actions enabling 
comprehensive financial inclusion and 
deepening are provided for in their 
respective laws and development 
policies, in order to enable sustainable 
socioeconomic development and better 
standards of living

Mandate for  
financial inclusion

To help members build insurance 
market capacity, the African Insurance 
Organisation has established several 
insurance pools and associations since its 
foundation in 1972 – including the African 
Aviation Insurance Pool and the African 
Oil and Energy Insurance Pool – to build 
capacity and support the growth of these 
lines of business:

  The African Aviation Insurance 
Pool provides insurance capacity to 
the African aviation industry and 
underwrites business from several 
African and international airlines. The 
pool has faced challenges in recent 
years, reflecting the issues in the global 
aviation insurance industry. Membership 
remained stable at 52 in 2020, with 
an underwritten capacity of $8.11m, 
and gross underwriting capacity was 
maintained at $17.5m. Operating 

profit improved by 54.86% to a loss of 
$2.09m in 2020 compared to $4.63m 
in 2019. The pool's results are expected 
to improve going forward due to the 
underwriting actions taken and recent 
improvements in market conditions. 

  The African Oil and Energy Insurance 
Pool provides capacity mainly for 
African markets and some international 
markets. Membership remained stable 
at 51 in 2020, with an underwritten 
capacity of $8.86m and gross 
underwritten capacity of $90m. Due to 
the economic slowdown following the 
Covid-19 pandemic and a slump in oil 
prices, premium income decreased by 
7.68% to $28.25m in 2020 and the 
operating income improved by 9.59% 
to a loss of $10.09m in 2020. As of 31 
December 2020, the members' account 
stands at $24.31m.

Pools created by the African Insurance Organisation

https://www.zep-re.com/
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Grey swans – top five risks to  
(re)insurers’ financial strength

The Covid-19 pandemic has 
tested and continues to 
challenge the underwriting, 

investment and operational risk 
management capabilities of 
the (re)insurance industry, both 
internationally and regionally. 

Deniese Imoukhuede, chief 
risk officer at ZEP-RE, says: 
“The outcome has highlighted 
weaknesses, including the way 
certain insurance contracts 
have been designed. This is 
illustrated by the total Covid-19 
pandemic-related losses of 
$37.4bn registered as of June 
2021," (based on data collated 
by the financial services advisory 

firm PeriStratt, and Reinsurance 
News).

She says these losses have 
arisen from several sources, 
including the grounding of 
worldwide aviation fleets, events 
cancellation, as well as life and 
health policies. Additionally, 
ambiguously worded business 
interruption policies have 
resulted in unexpected loss 
exposures, following the 
outcome of various class action 
legal cases contesting insurers’ 
claims payment obligations.

In the day-to-day tackling of 
risks, the pandemic has shown 
that it is imperative to consider 

the “grey swan” events that 
could impair the ongoing 
viability of business. These are 
events that are known, can 
have a significant loss impact, 
are considered unlikely to occur, 
but can have a ruinous effect 
on the financial strength of any 
organisation, much in the same 
way as for “black swan” events.

In this context, Ms 
Imoukhuede has examined the 
key top five risks that companies 
need to consider, as the industry 
steers away from the Covid-19 
pandemic. These events can 
have a material impact on a (re)
insurer’s financial strength and 

▲ Lekki 
Tollgate, 
Nigeria during 
lockdown: 
the pandemic 
showed that it 
is imperative 
to consider the 
“grey swan” 
events that 
could impair 
the ongoing 
viability of 
business

https://www.zep-re.com/
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could threaten the health of the 
market within which it operates:

Risk 1: New pandemic event 
or new (infectious and more 
deadly) variant of Covid-19
Despite the rapid and global 
spread of the Covid-19 virus 
experienced at the peak of 
the pandemic, according to 
numerous experts, it is not 
characterised as a “black 
swan” event. Irrespective of the 
arguments underpinning this 
assertion, the fact is, numerous 
infectious outbreaks have 
regularly occurred since the 
20th century, starting with the 
Spanish flu (1918-1920).

Risk 2: Exposure to man-made 
and natural catastrophes
Outside of a pandemic event, 
man-made and natural 
catastrophes remain a threat, 
whether it be an earthquake 
event, severe flooding, or 
terrorism. Above a certain level 
of losses, such events could 
impair the most conservative of 
(re)insurers and the markets in 
which it operates. Management 
must consider the event that 

could put the company out 
of business and implement 
measures to reduce the 
likelihood and/or severity of the 
risk to the entity. Such mitigating 
actions require consistent 
collation of high-quality data, 
to allow for the modelling of 
potential losses under various 
catastrophic scenarios and 
taking action to reduce this 
modelled loss to an acceptable 
level.

Risk 3: Change in the risk 
management strategy
As the pandemic risk subsides, 
companies are likely to return to 
a business-as-usual mindset. The 
longer-term consequence of the 

Covid-19 pandemic, although 
still unknown, may hinder a 
rapid recovery in economic and 
operating conditions. Under 
such a scenario, there is risk 
that management is tempted 
to increase its risk appetite to a 
level that is unaligned with the 
risk-taking capacity and beyond 
the risk management capabilities 
of the company, for the purpose 
of meeting objectives. 

Risk 4: Increased regulatory 
scrutiny
With the Covid-19 pandemic 
hitting consumers and small 
businesses particularly hard, 
insurance regulators have 
increased activity around the 
sector, grappling with their roles 
of ensuring market stability, 
safeguarding consumers, and 
facilitating insurance market 
development, while seeking 
to offer some relief to the 
insurance industry. At the 
forefront have been concerns 
about the industry’s business 
continuity plans and its potential 
to impact policyholders, as well 
as its impact on employee safety 
and operational resilience.

❝ To build and maintain 
resilience, organisations 
need to continuously review 
their risk management 
approach
Deniese Imoukhuede, chief  risk 
officer at ZEP-RE

https://www.zep-re.com/
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❝ To build and maintain 
resilience, organisations 
need to continuously review 
their risk management 
approach to identify the 
‘grey swan’ events
Deniese Imoukhuede, chief  risk 
officer at ZEP-RE

ZEP-RE milestones since inception 29 years ago

Risk 5: Emerging 
underwriting risks
In the wake of the 
socioeconomic disruption 
caused by the crisis, new 
premium pools are being 
developed as the global 
supply chain restructures 
and diversifies, to prevent 
overdependence on a single 
revenue stream. Further, 
the rapid acceleration to 
digitalisation, prompted by 
the global lockdowns, has also 
forced industries to embrace 
the move online, creating new 
efficiencies and streamlining of 
processes. While positive for 
the (re)insurance industry, this 
also brings with it emerging 
underwriting risks, which 
cannot be fully assessed and 
quantified currently, but could 
affect the viability of the 

organisation’s strategy and 
impair its financial strength.

Lessons learned
As Ms Imoukhuede concludes: 
“(Re)insurers can derive many 
lessons from the past two years. 
However, rather than preparing 
for the last crisis, entities should 

apply the transferable lessons 
from the pandemic to a range 
of complex, emerging threats to 
build financial and operational 
resilience to face the next crisis.

“While many businesses have 
innovated and adapted to the 
rapidly changing landscape, not 
all have. Nor will all benefit from 
the expected economic recovery. 
Businesses must be ready now 
for a potentially disorderly 
disruption during the recovery 
period and beyond.

“To build and maintain 
resilience, organisations need 
to continuously review their 
risk management approach to 
identify the ‘grey swan’ events 
that could impair the viability 
of the organisation and be 
prepared to respond effectively, 
to successfully navigate the risks 
and opportunities ahead.”

>$1.2bn Cumulative premiums written

>$880m Cumulative claims paid

$447m Assets

>75% Business from COMESA

50 Countries

>700 Primary insurance companies

>90% Of premiums invested in Africa
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Contacts
Nairobi, Kenya 8th Floor, ZEP-RE Place

Longonot Road, Upper Hill
Tel: +254 20 4973000

Head Office  

Abidjan, Cote d’Ivoire Cocody Canebiere
08 BP 3791, Abidjan
Tel: +225 22 402785

Regional Hub

Harare, Zimbabwe 16th Floor, North Wing
Joina City
Cnr Jason Moyo & Inez Terrace
Tel.: +263 4 777929 / 932

Regional Hub

Addis Ababa, Ethiopia Ground Floor, UNDP Regional Services Building
Near Bole Olympia Roundabout 
Tel: +251 911 977970 / +251 730 49409

Country Office

Kinshasa, DRC 3eme Etage, Immeuble Crown Tower
Boulevard du 30 juin, Avenue de Batetela
Tel: +243 856 716169

Country Office

Lusaka, Zambia No 54 Plot No 356184
Base Park (Diamond Park), Alick Nkhata Road
Tel: +260 211 252586

Country Office              

Kampala, Uganda 5th Floor, Lourdel Towers
Plot 1 Lourdel Road, Nakasero
Tel: +256 782 312143

Country Office

Khartoum, Sudan Reinsurance House Building
Barlaman Avenue
Tel.: +249 183 799357 / 8

Country Office

Kigali, Rwanda 5th Floor, Kigali Heights
KG 7 Avenue
Tel: +250 788 539201

Country Office




