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I. Introduction and Context 
 
A. Regional and Country Context 

 
Countries of South East Europe and the Caucasus (SEEC) are highly vulnerable to natural 
hazards. Ninety percent of South East Europe is located within trans-boundary river basins, 
which makes the region highly prone to floods.  Due to climate change, the frequency and 
severity of natural disasters, particularly those of hydro-meteorological origin, are rising in all 
SEEC countries.   
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Natural disasters in Europe and Central Asia (ECA) Region exact severe human, physical and 
economic losses to both governments and populations—particularly the poor. Globally, 
economic losses from climate-related and geological perils are rising, averaging US$100 billion 
per annum over the last decade. In the first six months of 2010, the economic losses caused by 
natural disasters amounted to US$72 billion.1 In addition to the economic toll, natural disasters 
have been the source of death, disability, and loss of physical and productive assets.   
 
The individual natural disaster risk profiles of the countries that are part of this proposed project 
are summarized below based on studies carried out in recent years. 
 
Albania. Albania is vulnerable to floods, earthquakes, landslides, drought, extreme temperatures, 
windstorms, and heavy snowfalls, including avalanches. According to EM-DAT, during the 
period 1974-2006, floods accounted for the major share of disaster events (32 percent). 
Occurrence of different perils over these years shows that 62 percent of them are of hydro-
meteorological origin. Incidence of catastrophic events in Albania indicates a steady increase in 
number and economic losses brought by disasters. The September 2002 flood alone affected 
16,971 families, inundated 30,000 ha agricultural land, and damaged 494 houses (126 heavily 
damaged) with reported losses of US$17.5 million. The 1989–1991 droughts affected almost the 
entire nation, i.e., 3.2 million people.   
 
FYR of Macedonia. Macedonia is vulnerable to floods and earthquakes. In regards to flooding, 
the country’s geography tends to concentrate and discharge surface water rapidly, resulting in 
flash flooding.  The capitol, Skopje, is exposed to flood waves from three rivers: Vardar, Treska, 
and Lepenec, mostly due to heavy rainfall and snow melting.  In the years 1989–2006, floods 
constituted 44 percent of both natural and technological disasters.  Data for this period show a 
steadily increasing trend of natural disaster incidence over the last 20 years, in particular in terms 
of flood severity and intensity.  Macedonia has estimated about US$400 million in losses in the 
last 33 years from floods and earthquakes alone.2 In addition, due to climate change, the country 
periodically suffers from droughts. 
 
Serbia. The key hazards posing risk to the population and property in Serbia are floods, 
earthquakes and landslides.  The valleys of larger watercourses, in which the largest settlements 
and the best farmland, infrastructure, and industry are located, are highly prone to floods. The 
floods occur mostly along the river courses of Sava, Drina, Velika Morava, Juzna Morava and 
Zapadna Morava. Human activity has accelerated soil erosion, increasing the landslide risk. 
 

B. Sectoral and Institutional Context 
 
Governments in the region have very limited financial capacity to assist their populations in 
regaining assets and productive capacity destroyed by natural disasters. An illustrative example 
of this is the 1994 Macedonia floods, which caused damage worth 77 times the amount allocated 

1 See Financial Times, July 8th, 2010. 
2 South Eastern Europe Disaster Mitigation and Adaptation Initiative.  Risk Assessment for South Eastern Europe.;
World Bank/ISDR/UN; 2008 



by the government.3 For this reason, one of the basic tenets of disaster risk mitigation is the 
transfer of the financial risk of disasters from the public to the private sector.   
 
Catastrophe insurance and weather-risk coverage among homeowners, farmers, small- and 
medium-size enterprises (SMEs) and farmers is currently almost non-existent in the region. Only 
1- 2 houses out of 100 currently have private catastrophe insurance coverage. The catastrophe 
insurance products that do exist are either not viable in terms of price and coverage or are 
restricted only to selected clients as companies ration the availability of catastrophe coverage 
through higher prices or simply decline to cover weather and earthquake related risks at all.   
 
Relying on 12 years of global experience in designing national and regional catastrophe and 
weather-risk insurance programs, with the aim of increasing the number of insured against 
weather related risks, jointly with the Regional Cooperation Council for South Eastern Europe 
(RCC) and the United Nations International Strategy for Disaster Reduction (UNISDR), the 
World Bank is establishing a catastrophe and weather-risk reinsurance program entitled the 
South East Europe and Caucasus Catastrophe Risk Insurance Facility (SEEC CRIF). The main 
rationale of the SEEC CRIF is to promote the development of local catastrophe and weather-risk 
insurance markets that will enable local businesses and populations to buy affordable catastrophe 
and weather-risk insurance products, which currently cannot be found in the commercial market. 

C. Relationship to CAS/CPS 
 
In the current Country Partnership Strategies (CPSs) for all three countries, disaster management 
was either included as a project during the CPS period or identified as a government priority or a 
key issue to consider in programming. Moreover, catastrophe and weather-risk insurance is one 
of the main pillars of the Bank Group’s Disaster Risk Mitigation Strategy. The Kyoto Protocol, 
the UN Framework Convention on Climate Change, and the Bali Action Plan all call for risk-
sharing and transfer mechanisms such as insurance as a means of protecting populations from the 
adverse effects of climate change. 
 
II. Proposed Development Objective(s) 
 

A. Proposed PDO and GEO 
 
The Project Development Objective (PDO) is to enable Europa Re, a catastrophe and weather-
risk re-insurance facility, to develop new weather-risk insurance products, automate insurance 
underwriting and pricing processes for such products, and increase public awareness of weather-
risk in participating countries.   
 
By increasing access to financial protection, the Global Environmental Objective (GEO) will 
have been achieved, namely, the reduction of economic vulnerability for homeowners, farmers, 
the enterprise sector, and government agencies to the adverse impact of climate change. SEEC 
CRIF activities support GEF’s focal area on climate change and more specifically, GEF’s 
objectives on climate change adaptation. By increasing access to catastrophe and weather-risk 

3 Mitigating the Adverse Financial Effects of Natural Hazards on the Economies of South Eastern Europe. A Study 
of Disaster Risk Financing Options; Eugene Gurenko and Wael Zakout; World Bank/UN ISDR; 2008 



insurance products and transferring weather risk to the private sector, SEEC CRIF is also in line 
with the GEF strategy on adaptation. By transferring risk, SEEC CRIF reduces economic losses 
at both the local and national levels, thereby reducing economic vulnerability and creating a 
more climate resilient country. Furthermore, SEEC CRIF will also incorporate long-term climate 
change adaptation with its insurance products. By revealing the true cost of risk through actuarial 
pricing and by incorporating incentives to mitigate against weather events, the program’s 
catastrophe and weather-risk insurance products will contribute to more informed and less risky 
consumer and production decisions, choices and behaviours. For all member countries, in the 
long term, SEEC CRIF will result in reduced physical and financial vulnerability to natural 
disasters and the lasting ability to adapt to climate change. 
 
SEEC CRIF activities are also cross-cutting and collaborative. Because the program is initially 
owned and governed by participating governments, it ensures the engagement of major 
stakeholders. Moreover, because much of the technical work will be in establishing systems to 
collect and synthesize weather data, stakeholders will gain the requisite skills and knowledge to 
better understand weather risk and to adapt to climate change in their respective countries. 
Furthermore, public awareness of climate change and the benefits of catastrophe and weather-
risk insurance will be raised through information campaigns and new regulations, resulting in 
increased demand for catastrophe and weather-risk insurance products. 
 

B. Key Results 
 
The most important result of SEEC CRIF will be the increased access to affordable weather-risk 
coverage and catastrophe insurance for millions of people and thousands of enterprises in the 
region. The aim is to raise catastrophe and weather-risk insurance penetration among 
homeowners, farmers, the enterprise sector, and government entities from the current level of 1-5 
percent to 15 percent over the next 5 years, without making the insurance compulsory.  
 
III. Preliminary Description 
 
Program Description. SEEC CRIF is a catastrophe and weather-risk re-insurance program with 
the objective of increasing the number of homeowners, farmers, enterprises and government 
organizations that are insured against weather-related risks and climate change.  The main design 
features of SEEC CRIF closely follow the previous prototypes of national and regional 
catastrophe- and weather-risk programs developed with direct technical and capital assistance 
from the Bank (the Turkish Catastrophe Insurance Pool, the Romanian Catastrophe Insurance 
Pool, and the Caribbean Catastrophe Risk Insurance Facility).  However, the program contains 
several innovations.  These include (i) the development of both traditional indemnity-type 
catastrophe insurance products and parametric index-based weather-risk hedging contracts; 
(ii) private management and governance of the Facility; (iii) a sunset clause for the duration of 
government participation in the program; and (iv) the openness of the Facility to a wider range of 
clients, including households, farmers, government agencies, and enterprises. 
 
To implement the SEEC CRIF program, Europa Reinsurance Facility Ltd. (Europa RE), a non-
profit, government-owned organization, has been established as a specialized regional reinsurer 
for the purposes of program execution.  Europa RE was incorporated under Swiss Law in Zug, 
Switzerland in November 2009 and will provide reinsurance, pricing and underwriting services 



to private insurers in member countries for standardized catastrophe and weather-risk insurance 
products.  
 
The Facility targets the entire SEEC region, but with an initial focus on the Balkans and the 
Caucasus. The World Bank is supporting SEEC countries’ efforts to join the Facility by 
financing their membership contributions.  Albania became a member of the Facility last year, 
and on March 3, 2011, the World Bank received Board approval to finance membership 
contributions for FYR Macedonia and Serbia .  Negotiations with Montenegro and Georgia are 
expected in the summer/fall of 2011. 
 
To help establish the program, the World Bank, GFDRR, UN ISDR, and RCC, have jointly 
funded a total of US$1.5 million to develop the CRIF framework.  The World Bank is also 
providing US$12.5 million in IBRD loans and IDA credits to finance country membership 
contributions in SEEC CRIF for Serbia, Macedonia, and Albania.  The Bank is also financing 
over US$3 million to strengthen Albania’s national hydrometeorological service and disaster 
management system.  All other country specific technical work required for the launch of the 
program will be financed from donor grant funds.  
 
To this end, the Bank has secured a US$4.5 million grant from the Swiss State Secretariat for 
Economic Affairs (SECO) to assist the CRIF in carrying out some of the necessary technical 
activities in Albania, Macedonia, Montenegro, and Serbia. However, the initial cost estimates 
for some technical activities funded under the SECO grant have been optimistic. For 
instance, the original estimated costs of developing risk models for flood and earthquake 
models in the SEE region have already been exceeded by 125 percent due to the innovative 
nature of the work and the world-class quality of the provider. The SECO grant also does 
not cover some activities such as the public information campaigns and public information 
tools (such as interactive weather risk maps), which will be funded by the GEF. 

Project Description. Under this current project, GEF funding for US$5.5 million will provide the 
additional technical and regulatory assistance required to develop new insurance products that 
will increase participating countries’ resilience to climate change.  GEF funding will enable these 
countries (currently Albania, Macedonia and Serbia) to expand upon the existing SEEC CRIF 
program by supporting additional activities that will not only quantify climate change in the 
context of catastrophes and weather risk, but also develop insurance products to help those at risk 
adapt and become more resilient to climate change.  GEF funds will also help develop insurance 
products that will encourage the public to further reduce their risk from climate change by 
offering lower product prices for those who have undertaken adaptation activities. 
 
The proceeds of the grant will finance the costs of equipment and technical services incurred 
in connection with carrying out the preparatory work needed for the development of weather-risk 
insurance markets in Albania, FYR Macedonia and Serbia. Such preparatory technical activities 
include but are not limited to acquisition of weather-risk stations, public information campaigns, 
regulatory assistance, and development of catastrophe risk models.  
 



IV. Safeguard Policies that might apply 
 
Safeguard Policies Triggered by the Project Yes No TBD 
Environmental Assessment (OP/BP 4.01)  X  
Natural Habitats (OP/BP 4.04)  X  
Pest Management (OP 4.09) X
Physical Cultural Resources (OP/BP 4.11)  X  
Involuntary Resettlement (OP/BP 4.12)  X  
Indigenous Peoples ( OP/BP 4.10)  X  
Forests (OP/BP 4.36)  X  
Safety of Dams (OP/BP 4.37)  X  
Projects in Disputed Areas (OP/BP 7.60)* X
Projects on International Waterways (OP/BP 7.50)  X  

V. Tentative financing 
 
Source: ($m.) 
Borrower/Recipient  
IBRD  
IDA  
 
Global Environment Facility (GEF) - Special Climate Change Fund (SCCF) 
Global Facility for Disaster Reduction and Recovery 
 
Others   

Swiss State Secretariat for Economic Affairs (SECO)  
 

12.0 
3.5 

 
5.5 
1.5 

 

4.5 
 

Total 27.0 
 

VI. Contact points 
 
World Bank 
Contact:  Eugene Gurenko 
Title:  Lead Financial Sector Specialist 
Tel: (202) 458-5414 
Email:  egurenko@worldbank.org

Borrower/Client/Recipient 
Contact:  Mr. Heinz C. Vollenweider 
Title:  Chairman of the Board, Europa RE 
Tel:  Tel: +41 443 80 50 90 
Email: heinz.vollenweider@europa-re.com 

* By supporting the proposed project, the Bank does not intend to prejudice the final determination of the parties’ claims on the 
disputed areas 



Implementing Agencies 
Contact:  Mr. Heinz C. Vollenweider 
Title:  Chairman of the Board, Europa RE 
Tel:  Tel: +41 443 80 50 90 
Email: heinz.vollenweider@europa-re.com 

VII. For more information contact: 
The InfoShop 
The World Bank 
1818 H Street, NW 
Washington, D.C. 20433 
Telephone:  (202) 458-4500 
Fax:  (202) 522-1500 
Web: http://www.worldbank.org/infoshop


