
Closing the gap
A sovereign insurance pool for Africa

African Risk Capacity (ARC)

Insurance solution:
Protection against extreme  
weather events 

Established:
2012 (ARC Agency) and 2013  
(ARC Ltd) 

Insured peril:
Drought and tropical cyclone  
(flood and epidemic outbreaks  
being developed) 

Insurance instrument: 
Parametric insurance 

Trigger: 
Modelled response costs/losses 

Insured party: 
ARC Member countries may 
purchase coverage

Risk takers: 
African Risk Capacity Insurance 
Company Limited (ARC Ltd.)  
with capital from UK and German 
governments, reinsured by  
Swiss Re Corporate Solutions and 
other international re/insurers
  

With 65% of the workforce employed in agriculture, millions of people 
living in sub-Saharan Africa depend on farming not only for food, but also for 
incomes and livelihoods. Without enough rain to feed the land, the effects can 
be devastating. 

Case study Macro Africa
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In addition to the human  
suffering caused by crop  
failures, the costs of aid  
relief and falling revenues  
can have a severe impact  
on local economies,  
sometimes wiping out years 
of hard-won development 
gains. Since 1980, the  
countries of sub-Saharan  
Africa have experienced  
over 200 droughts. 

 
To better prepare for extreme weather 
events and natural catastrophes,  
the African Union (AU) has set up  
the donor-supported African Risk 
Capacity (ARC) and its affiliate mutual 
insurance company, the African  
Risk Capacity Insurance Company 
Limited. ARC Ltd sells drought  
and tropical cyclones insurance  
to participating countries, and is 
expanding its offerings to include 
flood and epidemic outbreak covers. 

Customised coverage  
ARC’s in-house risk modelling  
platform, Africa RiskView, allows 
countries to assess their risk and 
customise the insurance policy by 
choosing their own parameters such 
as which crop to insure and at what 
threshold payouts will be triggered.
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About Swiss Re
The Swiss Re Group is a leading 
wholesale provider of reinsurance, 
insurance and other insurance-based 
forms of risk transfer. 

Dealing direct and working through 
brokers, our global client base  
consists of insurance companies,  
mid-to-large-sized corporations  
and public sector clients. 

From standard products to tailor-
made coverage across all lines of 
business, we deploy our capital 
strength, expertise and innovation 
power to enable the risk-taking upon 
which enterprise and progress in 
society depend.

To enter into an actual insurance 
agreement with ARC Ltd, a country 
needs to have contingency plans  
in place – approved through a peer 
review mechanism – to show how  
any potential insurance payouts  
will be used to benefit the affected  
population. 

Since it started operations in 2014 
eight countries have participated  
in the risk pool and ARC has paid  
out USD 34m to four countries 
(Senegal, Niger, Mauretania and 
Malawi) affected by severe droughts. 
According to ARC, these payouts 
have benefitted more than two 
million people and around one  
million cattle.


