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Executive summary

This report presents the findings of a formative evaluation undertaken as part of an independent
evaluation of the African Risk Capacity (ARC) commissioned by the UK Department for
International Development. The independent evaluation is being conducted by Oxford Policy
Management and will run between 2015 and 2024.

The purposes of the evaluation are three-fold:

e To provide recommendations and lessons learned for the management of the ARC
programme.

e Totestif ARC is effective. This will provide broader lessons for the global evidence base
relating to whether risk transfer and risk pooling are cost-effective ways of improving
disaster risk management.

e To provide accountability to the UK taxpayer for the government’s investment in ARC.

The evaluation has two components: a formative evaluation stage and an impact evaluation stage.
This report is the outcome of the first of two formative evaluations, the second of which will take
place in 2019. The two impact-focused evaluations will take place in 2020 and 2024.

1.1 The African Risk Capacity

ARC is an index-based weather risk insurance pool for African Union countries that was
established by the African Union in 2012. Its mission is to “create a pan-African natural disaster
response system that enables African governments to meet the needs of people at risk to natural
disasters™ . The expected impact of ARC manifests at different levels. Through a pooled insurance
model, it should offer African countries competitive pricing for insurance products. At the national
level, it should improve the ability of governments to better anticipate, plan, and respond to disaster
risk by strengthening capacities, awareness, and action around DRM. At the local level, vulnerable
households should be more resilient to disasters through the receipt of timely support.

Countries who wish to join the ARC risk pool must undergo a capacity-building programme which
covers early warning, risk modelling, contingency planning, disaster risk management and risk
financing. This includes training on Africa RiskView, ARC’s proprietary software application which
combines historical rainfall data with vulnerability data to estimate drought-related response costs
and define triggers for the parametric insurance.

ARC is comprised of two entities: ARC Agency and ARC Limited. ARC Agency is the capacity
building, educational, and advocacy arm. ARC Limited is a sovereign-level mutual insurance
company that provides weather-related insurance coverage to Member States.

1.2 Evaluation approach

The evaluation centres on four questions:

1 ARC Strategic Framework, April 2016.
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1. To what extent does ARC'’s institutional setup and outputs lead to the adoption and
effective use of ARC insurance products? Can this be improved?

2. To what extent has ARC contributed to in-country timely and effective responses that
protect affected households’ livelihoods and prevent asset loss and food insecurity?

3. To what extent has ARC influenced AU Member States’ capacity to anticipate, plan,
finance and respond to climate related disasters generally, and more specifically in making
best use of ARC?

4. Do participating governments and other stakeholders value ARC’s risk pool and
technical assistance? Why?

The team has collected evidence across three different workstreams:

e Country case studies in Mauritania, Kenya and Malawi collecting information from 86 key
informant interviews.

¢ An Organisational Review of ARC Agency and ARC Limited? involving interviews with 20
staff and board members.

¢ A Global Review comprising i) interviews with 30 international experts; ii) a survey carried
out with 30 representatives from 17 African countries; and iii) a context assessment to
identify broad trends across a sample of 20 African Union countries.

1.3  Findings

It is too early to be able to definitively answer the evaluation questions. The team needs to collect
more evidence over several years to be able to robustly point to the contribution that ARC has
made towards its desired outcomes and impact. However, we can assess progress towards each
of the components of ARC’s Theory of Change (ToC)?, which helps us to understand where
progress is being made, what challenges exist and where assumptions might not be holding. This
evidence allows us to provide an overall preliminary response to each of the evaluation questions.

Each different result in the ToC has been given a Red / Amber / Green (RAG) rating* to give an
overall indication of ARC’s progress in that area. The assessment of progress towards intended
results accounts for factors associated with ARC’s activities and performance, as well as external
factors that may have affected progress (positively or negatively). The diagram below is a
simplified version of ARC’s ToC:

2 Most emphasis has been placed on ARC Agency given that they are the bigger organisation whose activities are most
relevant to the Theory of Change.

3 A Theory of Change (ToC) is the thinking behind how a particular intervention will lead to its expected results. It shows
the causal links between the activities being undertaken and the specific outcomes and ultimate impact the intervention
hopes to produce.

4 A full description of the criteria for each rating is available in the Methods Section 3.2.4.
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Figure 1: ARC Simplified Theory of Change
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EQ1: To what extent does ARC’s institutional setup and outputs lead to the
adoption and effective use of ARC insurance products? Can this be improved?

To investigate this question further, the Evaluation Team collected evidence on what progress was
being made in the following areas of the ToC®:

Management of ARC Agency and ARC Ltd

Evidence suggests that ARC Agency is transitioning from a startup to a larger, more formalised
organisation. This transition has revealed some significant organisational management challenges,
such as a lack of robust processes and standards in some areas, concerns about adequacy of
human resourcing and poor internal and external communications. ARC Agency has begun to
address some issues, for example filling some key management positions, establishing an M&E
function and opening a West Africa office. Other issues are harder to rectify—for example, a
complex governance structure and difficult working relationship between ARC Agency and ARC
Ltd presents significant challenges to both institutions’ abilities to deliver their mandates. ARC Ltd
is generally viewed positively by the insurance industry. However, there are some concerns
relating to the professionalism of the institution, particularly with regard to flexibility of premium
payment deadlines and frequent changes to the portfolio. Rating: Amber

Engagement and dialogue with stakeholders

Itis clear that ARC is undertaking many activities across a broad range of African Union countries,
and is engaging with a wide range of stakeholders, including political decision-makers and
technical personnel within member and non-Member States. It is building a presence across Africa
and at the global level, and there is evidence that ARC Agency is trying to build strategic
partnerships with various regional and international organisations. Against this broad progress
there are still some areas for future adjustment. Firstly, ARC has not yet managed to engage
successfully with all relevant organisations. Work with the World Bank has not been as close as
ARC would have liked, although several attempts to reach out have been made by ARC staff at all
levels (from the Board down, including at country level), with activities including presentations and
a week-long workshop in Johannesburg. Secondly, at the country level, the story of ARC
engagement is less positive and generally uneven, with strong evidence to suggest that civil
society and NGOs have often not meaningfully been involved. There was also broad recognition of

5 This EQ relates most to inputs, activities and outputs in the ToC.
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challenges in engaging effectively between technical staff and government officials. Rating: Amber
| Green

Product development and improvement

Disaster risk insurance is a complex and emergent field in itself, and falls within a rapidly evolving
disaster risk financing landscape. To ensure the continued relevance of its products, it is critical
that ARC is responsive to contextual changes, as well as to feedback in relation to its products.
The evidence shows some positive signs of ARC adaptation, particularly in relation to contingency
planning processes and some ARV customisation to country contexts and different perils. ARC is
developing innovative financing mechanisms like the ARC Replica and the Extreme Climate
Facility, and is in discussion with several higher-income countries to try to understand what
products could be developed to better meet their needs. However, many concerns remain
regarding the effectiveness of ARV across highly diverse contexts. The complexity of
customisation makes it inaccessible to many, raising questions around both the software itself and
the institutional processes surrounding its adaptability. Some respondents also expressed more
fundamental concerns that ARV is a ‘black box’ and that it is very difficult to successfully model
climate risks, in particular progressive perils like drought, so ARC has set itself a very high bar.
There is also a concern that by responding to Member States’ requests for products for new perils
and working on the other innovations mentioned above, ARC is over-extending itself and diverting
from its core product and mandate. Rating: Amber

Delivery of capacity-building programme

There was strong evidence to suggest that ARC does implement a broad capacity-building
programme covering early warning, contingency planning, disaster risk management and disaster
risk financing in a range of different countries, typically for much longer than was initially
envisioned®. Although the activities definitely occur, the approach taken is not particularly
innovative, relying on traditional tools like PowerPoint presentations and manuals—and it was
observed that ARC staff, while having certain technical strengths, are not necessarily qualified
educators. ARC is discussing ways to deliver more flexible and effective support through new tools
(e.g. online training) and revising existing methods (e.g. regional workshops). Rating: Green

EQ2: To what extent has ARC contributed to in-country timely and effective
responses that protect affected households’ livelihoods and prevent asset loss and
food insecurity?

To investigate this question, the Evaluation Team collected evidence on what progress had been
made across these steps in the ToC”:

6 Initial plans were for the capacity-building programme to run for 9-12 months.
7 These steps relate to the short- and intermediate-term changes referred to in the ToC as Pathway 1: Supporting timely
and effective response.
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Figure 2: Pathway 1: Supporting timely and effective response
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Government understanding and capacity

ARC aims to improve governments’ capacity in relation to the design and implementation of
contingency plans for early response; risk modelling; risk pooling; and risk transfer. The evidence
suggests that ARC’s capacity-building activities have led to some capacity being built, but this is
limited in breadth, depth and sustainability. The low starting capacity of many African governments
and frequent turnover have been major challenges, but these are well-known typical issues for
technical assistance programmes, and therefore could have been better factored into the design.
Whilst there is evidence of improved understanding in some areas, countries who have completed
the official capacity-building programme still require on-going support and assistance from ARC.
Further, only a small number of stakeholders within governments are engaged in capacity-building
activities, which suggests that the scope of achievements is narrow as well as relatively shallow.
Rating: Amber

Getting insurance contracts and contingency plans in place

Over the past four years, eight different African nations have taken out ARC policies in four annual
pools, at a total cost of approximately US$55 million. However, over the last two years, the risk
pool has been gradually shrinking, despite continued food insecurity and drought in the region.
Many contributing factors emerged in relation to this result, including a strong view that premiums
are expensive when compared with likely payouts, a generally low level of understanding of how
insurance works, and some mistrust of insurance. Politics presents a major challenge, particularly
the short-term incentives of political decision-makers which are mismatched with the longer-term
value proposition of insurance. Other challenges include the difficulty of justifying premium
payments given other pressing needs, the presence of basis risk, and concerns over possible
errors in the model. Evidence from Mauritania, Malawi and Kenya suggests that countries may be
more likely to drop out if a payout is not received within a few years, or if a good agricultural
season is predicted, although this is not always the case, as two countries (Gambia and Mali) have
participated in three consecutive risk pools without a payout. Rating: / Red

ARV triggering payouts when there is a disaster

There is mixed evidence as to the reliability of ARV and ARC processes to ensure that ARV
consistently triggers payouts following droughts. Basis risk is inherent to parametric insurance, and
so there will always be a risk that ARV will not trigger even if there is a drought. Concerns about
the accuracy of ARV, and confusion or lack of understanding about how the model works
contribute to a lack of trust. Malawi’s late payout was widely perceived to be a situation where ARV
and ARC processes did not function appropriately. Rating: Amber
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Effectiveness and timeliness of contingency plan implementation

Evidence from Mauritania’s experience shows that it is possible for ARC payouts to facilitate quick
and effective emergency response. However, in this and in other cases, there are substantial
political and procedural barriers to be overcome. The experiences of Niger and Senegal, two of
four countries which have so far received ARC payouts, highlight the obstacles presented by
country bureaucracies in transferring funds and more generally in implementing the plan. Lessons
learnt documents have been developed by ARC, and published on their website to inform updates
to plans for future years. Experiences in Malawi and Mauritania raise concerns about the
transparency and quality of the process of updating Final Implementation Plans (FIPs). Rating:
Amber

Reducing loss of assets and livelihoods

Secondary data on payouts in Mauritania and Senegal suggests that payouts did reduce sale of
assets for some households and protect their livelihoods. However, this will be the focus of future
phases of the evaluation, which will include data collection at the household level. It will be
important to consider whether payouts are too small to make a meaningful impact on households’
ability to reduce loss of assets and livelihoods, and whether (as happened in Mauritania) a payout
creates disincentives to secure additional funds for emergency response. Rating: Grey?®

EQ3: To what extent has ARC influenced AU Member States’ capacity to anticipate,
plan, finance and respond to climate related disasters generally, and more
specifically in making best use of ARC?

To investigate this question, the Evaluation Team collected evidence on what progress had been
made across these elements of the ToC®:

8 A Grey rating indicates that insufficient evidence is currently available for a robust judgement.
9 This relates to the short- and intermediate-term changes referred to in the ToC as Pathway 2: Influencing the policy and
practice of Member States.
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Figure 3: Pathway 2: Influencing the policy and practice of Member States
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Inter-ministerial dialogue and communication on DRM

There are some examples of improved inter-ministerial dialogue in risk pool member countries—
but the dialogue is limited in breadth and depth (in that it focuses on ARC technical aspects rather
than broader DRM), and as such is unlikely to be sufficiently transformative or sustainable.
Evidence suggests that dialogue starts off strongly at the early stages of ARC engagement, but
then tapers off, particularly if a country does not renew their policy. In addition, communication
between technical and political actors is notably weak. Rating: Amber

Peer-to-peer learning

To date, there have only been a few formalised opportunities for effective peer-to-peer learning?®,
due in part to the very different levels of understanding and experience between countries engaged
with ARC, which makes regional workshops difficult. In West Africa ARC appears to have
successfully leveraged regional networks and built some momentum through that mechanism—
but this change has not been replicated in other regions. Rating: Red

Country ownership and leadership of the risk management process

In Mauritania, the government has shown some positive levels of ownership and
institutionalisation, but this was not seen in the other case study countries, where there was no
evidence of ARC being embedded in country strategies. None of the case study countries had
embedded ARC premiums in their national budgets at the time of data collection (this is
unsurprising for Kenya and Malawi, who were not in the risk pool), although ARC staff report that
premiums are in the budgets in Mali, Burkina Faso, the Gambia and Senegal at the time of writing.
Rating: / Red

10 An example is a regional workshop for SADC countries in August 2017.
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EQ4: Do participating governments and other stakeholders value ARC’s risk pool
and technical assistance? Why?

To investigate this question, the Evaluation Team collected evidence on what progress had been
made across these elements of the ToC:!!

Figure 4: Pathway 3: Creating increasing value / demand for ARC products and services
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Stakeholders’ awareness of ARC’s products and services

Evidence suggests that while there is a relatively good level of awareness of ARC’s existence
amongst stakeholders in Africa, there is a very limited understanding of how ARC’s products and
services work, as well as on the respective roles of Agency and Limited. This is largely due to a
lack of effective external communication on ARC'’s part, in informing stakeholders and broader
audiences. There is strong evidence that ARC’s current efforts in terms of transparency and
communications are perceived as very weak. The handling of the situation in Malawi in 2015/6 was
regarded by many stakeholders as poor. More generally, a lack of understanding of insurance
across Africa, and a pervasive scepticism and distrust of the insurance industry hinder successful
communications. Rating: Red

Demand for ARC’s products and services

There is demand for ARC’s capacity-building services: sixteen countries have been involved in
ARC'’s capacity-building programme. Uptake of ARC’s products, measured by growth of the risk
pool, is certainly not growing, and actually appears to be shrinking. As mentioned above, reasons
appear to include affordability, low understanding, perception that premiums are too high for the
likely benefit, distrust of insurance, and political disincentives. For some countries, demand may
exist but uptake is not possible due to affordability issues.? In these cases, ARC is making strong
efforts to secure premium financing from donors like the African Development Bank. Rating:

/ Red

ARC'’s expected long-term changes and impact

ARC expects to contribute to the following long-term changes:

11 This part of the ToC relates to Pathway 3: Creating increasing value/demand for ARC products and services
12 ARC report that Niger, for example, would have purchased a policy but could not find the necessary finance.
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Figure 5: ARC's expected long-term changes and impact
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The Mauritania case study provides the strongest evidence that Member States are improving in
DRM and emergency response, as the country experienced a broadly successful payout, and
several stakeholders highlighted ARC’s contribution to managing the drought. However, other
country experiences do not provide strong evidence of ARC’s contribution and suggest (for
example in Kenya) that progress in relation to DRM is more likely to have resulted from initiatives
other than ARC. The experience in Malawi was generally not positive in showing the value of
ARC'’s products and financing mechanisms to help anticipate, plan and finance responses to
weather-related disasters. Rating: Amber

ARC is paying attention to issues around sustainability and is considering alternative funding
streams. However, there is currently no evidence of ARC Agency becoming self-sustaining, and it
is difficult to see how the current trajectory could lead towards that without fundamental
adjustments. In particular, the lack of growth in the risk pool confounds ARC'’s original strategy.
There was strong scepticism from stakeholders that ARC had a viable track to self-sustainability.
Rating: Red

It is too early to speak to the impact level change expected in the ToC, and so this has been rated
Grey.

Conclusions and recommendations

Overall, the RAG ratings for the whole ToC are presented in the diagram below:

Figure 6: ARC Simplified Theory of Change with ratings

INPUTS & LONG-TERM
OUTPUTS SHORT-TERM & INTERMEDIARY CHANGES IMPACT

Pathway 1: Supporting timely and effective response
Countries are

Effectively Continually improved Improved Policies ARV Eif:;tzfe Reduced a:;gz::lzlt;:]
roducts and initiatives, capaci inplace  triggers y loss X . . :
managed ARC ? refinement of ARV, pacity B e8! CPs finance and Countries
Agencyand Ltd devel tof : respond to continue to grow
. nt?r\'lizeonpcr;fn;gn%ing Pathway 2: Influencing policy and practice of member states disasters in spite of shocks
standards and guidance Improved Peer-to-peer Increased effectively through. ell"'fectlve
> i dialogue learnin ownership rs
and policy terms * g " ) g ’ ’ management.
Ongoing Pathway 3: Creating increasing val.ue/demard for ARC products and ARC Agency T
engagementand ; ; serv.lces becomes self- vibrant Pan-
dialogue with ARC Ongoing capacity-building ARCexperiences improved dialogue and ARCseesa sustaining and African response
member and non- programme on early warning, cuo.rdmatlo.n with national, regional and sngm:::in: and ARCLtd pays system
member states and contingency planning, mternataonal sFakehoIders as they derﬁand fogr its capital back to
other stakeholders disaster risk management become increasingly aware of ARC's producend donors

and disaster risk financing products and services sorv

ARC has only been operational for four years, and so progress across all parts of the ToC
should not be expected at this stage. In particular, strong progress by ARC in relation to
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intermediary and long-term changes would not be expected at this early stage. However,
our findings suggest that ARC is at a critical juncture. A number of important activities are
being undertaken, and the evidence suggests that ARC is contributing in some ways to awareness
raising and capacity building in relation to DRM, risk modelling and risk financing, across a range
of African countries. However, in several key areas, progress falls far short of what is required for
ARC to be on track, based on the current causal logic for achieving the results outlined in the ToC.
Indeed, the findings suggest that the current Theory of Change does not hold, and without
significant changes to the current model and business practices, the desired long-term changes
and impacts will not be achieved.

A key problem area is the lack of growth in the risk pool. Without an increase in the number of
countries taking out policies, ARC’s business model will fail. This is therefore a priority area to
address.

Whilst the risk pool is small, ARC is still able to make a contribution to a broad range of
countries in relation to capacity building. ARC’s current value therefore appears to lie in its
contribution to institutional awareness raising and capacity development in relation to key elements
of DRM across a range of African countries. This contribution should not be overlooked in
superficial comparisons of the costs of ARC versus the amount being received in payouts in each
country. Improving the effectiveness of ARC’s capacity-building programme should therefore be a
second priority.

Given that ARC is a relatively new organisation, we suggest a third priority area should be
improving the organisational effectiveness of ARC Agency.

Overall, we recommend that ARC engages in a full strategic review to consider the findings
of this formative evaluation. This review should focus most on the priority areas identified above:

Priority Area 1: Stimulating the risk pool via fundamental changes to ARC’s approach
e Consider the implications of premium financing and use it to shift to insuring more
infrequent events as part of an overall risk management package
e Improve communications
Improve coordination with external organisations
¢ Review AfricaRiskView (ARV) and improve ARV’s transparency

Priority Area 2: Improving the capacity-building offering
¢ Redesign capacity-building approach
e Consider the capacity of political stakeholders and their coordination with technical experts
e Accept longer timeframes for capacity building

Priority Area 3: Improving the organisational effectiveness within ARC Agency and ARC Ltd
¢ Review the MoU between ARC Agency and ARC Ltd to discuss the scope, missions and
interaction between the two agencies
o Review and strengthen standard operating procedures and decision-making processes in
critical areas
o Review and tighten deadline policies for premium payments
Review staffing requirements to ensure capacity for high-level political engagement
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2 Introduction

In November 2015, the UK Government’s Department for International Development awarded
Oxford Policy Management (OPM) the contract for an Independent Evaluation of the African Risk
Capacity (ARC) from 2015 to 2024. OPM’s proposal was submitted as part of e-Pact, a consortium
led by OPM and co-managed with ITAD.

2.1 Overview of ARC

The African Risk Capacity (ARC) was established by the African Union (AU) in 2012, as an
African-owned, index-based weather risk insurance pool and early response mechanism that
combines the concepts of early warning, disaster risk management, and risk finance. ARC's
mission is to develop a pan-African natural disaster response system that enables African
governments to meet the needs of people at risk to natural disasters (ARC 2016). ARC is
comprised of two entities: ARC Agency and ARC Limited. The ARC Agency is the capacity
building, educational, and advocacy arm of ARC, responsible for making AU Member States and
the broader public aware of ARC’s mission and goals. Engagement of countries with ARC includes
a 9-12 month capacity building programme on the elements of early warning, risk modelling
(particularly Africa RiskView (ARV), ARC’s proprietary software application which combines
historical rainfall data with vulnerability data to estimate drought-related response costs and define
triggers for the parametric insurance), contingency planning, disaster risk management and risk
financing. ARC Limited is a sovereign-level mutual insurance company that provides weather-
related insurance coverage to Member States.

The expected impact of ARC is, firstly, through a pooled insurance model, that it should offer
African countries competitive pricing for insurance products. At the national level, it should improve
the ability of governments to better anticipate, plan, and respond to disaster risk by strengthening
capacities, awareness, and action around DRM. Finally, at the local level, vulnerable households
should be more resilient to disasters through the receipt of timely support.

Further information on ARC is available in Section 1 of the Inception Report, Annex F.
2.2  Overview of the Evaluation

There are two components to the evaluation: a two-stage formative evaluation, and a two-stage
impact evaluation. A pilot impact evaluation will also be carried out during the formative stage (see
Table 1). The purpose of the overall evaluation is:

e To identify and feed lessons learnt into the management of the ARC programme. This will
be the focus of the formative evaluation, which will consider ARC’s effectiveness and
performance.

o To test whether risk pooling and transfer is a cost-effective way to incentivise contingency
planning and ensure rapid responses to drought and other extreme weather events. The
impact evaluation will consider the value of contingency planning and early responses in
minimising the impact of (and accelerating recovery from) extreme weather. It will consider
where, when, why and how ARC is, or is not effective, with the aim of contributing to the
global evidence base.
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e To provide accountability to the UK taxpayer for DFID’s investment in ARC, demonstrating
evidence that informs continued DFID investment in the programme.

Table 1: ARC evaluation phases

Evaluation L ..

To test early stages of the ToC and provide an assessment of whether
ARC is on the right trajectory towards achieving its outcomes. Feb-Oct 2017

To test the learning adaptation cycle of ARC and continue to build evidence

as to whether ARC remains on the right trajectory towards achieving its Feb-Oct 2019
outcomes.

To design and test the set of tools to be used in the impact evaluation Nov 2019-Jan
phase of the evaluation 2020

To assess the ARC programme’s contribution to the outcomes identified in Feb-Oct 2020
the ToC.

To assess the ARC programme’s contribution to the outcomes identified in

the ToC. Feb-Oct 2024

The Evaluation Team first developed a ToC in conjunction with ARC. This was used to further
develop the overarching Evaluation Questions:

» Q1 ARC Context: To what extent do ARC’s institutional setup and outputs lead to the
adoption and effective use of ARC insurance products? Can this be improved?

» Q2 Pathway 1: To what extent has ARC contributed to in-country timely and effective
responses that protect affected households’ livelihoods, and prevent asset loss and food
insecurity?

» Q3 Pathway 2: To what extent has ARC influenced AU Member States’ capacity to
anticipate, plan, finance and respond to climate related disasters generally, and more
specifically in making best use of ARC?

» Q4 Pathway 3: Do participating governments and other stakeholders value ARC'’s risk
pool and technical assistance? Why?

Further information on the design of the evaluation and the methods used is included in section 2.
The analysis and findings are included in section 3, presented as a ‘Contribution Story’ that maps
onto ARC’s ToC, and therefore onto the four over-arching Evaluation Questions stated above.
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3

Methods

This section on methods is divided into two parts. The first part on design considerations reviews
key aspects of the global context and programme complexities that informed the theory-based
design of the whole evaluation. The second part then goes into the methods, looking specifically at
how the design was executed during the first formative evaluation.

3.1 Design considerations

3.1.1 Evaluation framework

The 10-year evaluation of the African Risk Capacity (ARC) uses a theory-based approach and
includes two formative evaluations, two impact evaluations (baseline and end-line) and an option
for a quantitative household survey based on a separate experimental design (still to be confirmed
by DFID). It was agreed during the inception phase that a theory-based approach was the most
appropriate model given the unique context and objectives of ARC. These arguments are clearly
laid out in the ARC Inception Report and are summarised briefly below:

The context in which ARC sits presents a number of potentially non-linear and
interrelated facets, all of which combine into a complex set of unique characteristics
and many spatial levels. At the local level, the impact of drought and the response will vary
from place to place. At the national level, government management of a disaster may vary
significantly depending on the strength of government disaster planning mechanisms, the
flexibility of established distribution channels for implementing interventions, potential political
influences on the allocation and distribution of funds for payouts, and a number of other
institutional factors. Finally, at a global level, the institutional framework through which the
United Nations (UN) and related humanitarian response mechanisms operate is contingent,
controversial, political, and often slow to react. Furthermore, the insurance market consists of
yet another set of stakeholders with different objectives and goals that must be addressed.

The success of ARC’s programme design is highly dependent on the global context
described above. ARC Agency focuses on capacity building around, and the provision of,
early warning, disaster risk management, and risk finance options (namely pooled risk
insurance), and was established to fill a clear gap and address some of the challenges posed
by weather-related disaster risk in Africa. ARC Ltd is the commercial arm that sells insurance
which drives the ultimate sustainability of both organisations. To be successful, ARC must
interact with multiple ministries in multiple countries, all of which have unique contextual, social,
political, and economic challenges and competing priorities. ARC must also engage regularly
with the broader humanitarian response landscape—most of which are large organisations or
multilateral agencies influenced by multiple factors. Furthermore, ARC must engage with the
broader insurance and capital markets. And finally, while ARC does not have direct
engagement at the local level, its mission is to help protect the livelihoods of beneficiary
households.

ARC insurance is not intended to cover the full risk of a weather disaster, which fact
poses challenges when trying to evaluate ARC’s contribution to success. The intention of
an ARC payout is to get funding to arrive early and in large enough quantities so as to protect
vulnerable assets and livelihoods. It is therefore anticipated that other forms of relief will also
come into these same communities, perhaps using the same distribution channels (e.g. via an
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existing social safety net mechanism). As such, it will be a challenge to clearly separate the
ARC impact from that of other assistance.

Within a theory-based approach, we use Contribution Analysis (CA) as our primary analytical
framework for evaluating the contextual and programmatic complexities of the ARC initiative. CA
posits ‘if an evaluator can validate a theory of change with empirical evidence and account for
major external influencing factors, then it is reasonable to conclude that the intervention has made
a difference’ (Treasury Board of Canada, 2012: 9). To conduct a CA analysis, a Theory of Change
is examined in depth from inputs to outcomes, to establish a plausible contribution to observed
changes. Placing the ToC at the centre of the overall design allows us to identify critical
shortcomings, not only where ARC may or may not be achieving certain objectives (a critical
assessment of performance), but where the ToC itself may or may not be holding (a critical
assessment of strategy). These findings are developed around identifying progress that ARC is
making towards contributing to desired outcomes and impacts, or challenges to ARC’s progress
towards achieving its objectives.

3.1.2 Evaluation design

The ARC ToC is based on a set of activities and outputs leading to three causal pathways (i)
supporting timely and effective response; (ii) influencing policy and practice of Member States; and
(iii) creating increasing value / demand for ARC products & services. In inception, we identified four
key evaluation questions (EQs) that link to these key elements of the ToC:

e EQI1 ARC Context: To what extent do ARC’s institutional setup and outputs lead to the
adoption and effective use of ARC insurance products? Can this be improved?

o EQ2 Pathway 1: To what extent has ARC contributed to in-country timely and effective
responses that protect affected households’ livelihoods and prevent asset loss and food
insecurity?

o EQ3 Pathway 2: To what extent has ARC influenced AU Member States’ capacity to
anticipate, plan, finance and respond to climate related disasters generally, and more
specifically in making best use of ARC?

o EQ4 Pathway 3: Do participating governments and other stakeholders value ARC’s risk pool
and technical assistance? Why?

Each of these key evaluation questions consist of a series of detailed questions which we (i)
mapped against the OECD Development Assistance Committee’s evaluation criteria; (ii) aligned
with the phases of the evaluation (formative and impact); and most importantly, (iii) linked to the
ToC result. This mapping table can be found in Annex G.

To answer these guestions and provide evidence of contribution against the different stages of the
ToC, we developed three workstreams that frame our data collection activities:

1. Workstream one involves a series of in-depth country case studies;
2. Workstream two provides an organisational review of the ARC Group; and

3. Workstream three involves a global review that captures the views of a broader set of
stakeholders, perceptions, and contextual factors.

Each of these workstreams are described in more detail in the following sections.
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3.2 Implementation methodologies

In this section, we describe the data collection instruments, sampling and tools of analysis for each
workstream used in the implementation of this first formative evaluation. The section then
concludes with a description of how these data were collectively analysed to inform our findings.

3.2.1 Workstream 1: Case Studies

The country case studies provide rich, in-depth contextual information about how the ARC initiative
unfolds in different regions and under difference circumstances. This workstream involved
document collection, and a series of key informant interviews (KII).

The countries selected for the first set of case studies were Mauritania, Kenya and Malawi. To
arrive at this list, we took the countries currently engaged with ARC and then used a set of criteria
to filter and develop a shortlist. The criteria for selection included geographical region, disaster risk,
early / late signatories, DRM institutional capacity, and received / not received payout (see section
5.10 of the ARC Inception Report in Annex F for more details). From this shortlist, the final set of
countries was determined through a consultative process between OPM, DFID and ARC Agency.

For data collection, we designed a semi-structured interview guide, based on our initial set of
evaluation questions (see Annex G). Given breadth and scope of the country analysis, and the
large number of stakeholders, we assigned each question a respondent type so as to limit the
number of questions any one person would have to answer. The guide was then reviewed by the
research team to ensure consistency with other workstreams, flow, appropriateness of wording,
and overall quality control®2,

Ahead of the fieldwork in each country, the team collected country-related documentation,
including ARC Contingency Plans, FIPs (if a payout had occurred), Africa Risk View (ARV) reports,
and any other relevant material. This information was used to familiarise the Evaluation Team and
to tailor the interview guides to the country context, so that particularly salient issues could be
investigated in greater depth in each context.

Respondent sampling occurred through a two-staged approach, beginning with a country mapping
exercise and followed up by a snowballing approach. The research team started by speaking with
the ARC Country Engagement Manager, who then made a connection to the in-country
Government Coordinator (GC). As a key ARC representative, the GC created a list of informants
who had been closely involved with ARC (such as via membership in the Technical Working
Group) and who could provide important perspectives on the topics of interest. DFID and OPM
staff, as well the national consultants, provided additional connections to Key Informants (KIs) via
their own personal and professional networks. As the interviews unfolded, snowball sampling*4 was
then used to identify additional informants. In every case, the research team attempted to speak
with as many stakeholders as possible, given the allocated time and resources, who could provide
an informed perspective on the country’s experience with ARC.

A total of 86 stakeholders were interviewed across all three countries. See Table 2 for a
breakdown of stakeholder interviews.

13 Where possible, the questions for this interview guide were cross-referenced and made consistent with interview
guides in the other workstreams.

14 Snowballing is an approach where additional Kls are identified by asking existing Kls to suggest appropriate, additional
people to interview. It can be a very effective way of identifying networks within a country, although care must be taken to
ensure broad representation.
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Table 2: Stakeholders interviewed in Mauritania, Kenya and Malawi, March-July 2017

Government Other stakeholders
ARC Agency . d Vil
Staff represe_ntatlves & ( onors, civi
technical staff society & NGOs)

Mauritania 3 20 9 32
Kenya 2 s 7 24
Malawi 2 20 8 30
Total 7 55 24 86

The country fieldwork teams consisted of two international consultants and two national
consultants who worked together to collect and review relevant documentation, map key
stakeholders, arrange and conduct interviews, debrief on the information collected, and conduct a
joint analysis of the findings. The national consultants also provided critical logistical support, such
as liaising with the respondents for interview set-up, and helping the research team with local
customs, sensitivities, and any other ethical or cultural nuances to ensure appropriate
implementation of the fieldwork. Data collection lasted for approximately three weeks in each
country.

Data from the discussions were managed with the use of an evaluation coding matrix (discussion
guestions arranged horizontally, respondents arranged vertically). By so doing, the team could
easily disaggregate findings by respondent type, gender, and other characteristics as needed. The
research team then developed a detailed analysis of the results for each country, and analysed
comparatively across the three countries. The cross-country analysis is summarised in Annex C.

3.2.2 Workstream 2: Organisational Review

The Organisational Review addresses questions related to the processes, procedures, capacities
and resources of ARC Agency. It focuses on information, documents, and views directly from the
ARC Agency and ARC Ltd staff and their related governance structures. The Organisational
Review, therefore, provides a systematic method of assessing the value, consistency and strength
of the processes, activities and capacities that underpin the ARC organisation.

The methods used by the Organisational Review included a document review and key informant
interviews. The document review looked primarily at internal organisational documentation, such
as aspects of ARV, contingency planning documents, strategy notes, standard operating
procedures, back office reports, M&E material, and other similar documentation.

Similar to the country case studies, the interview guide was developed from the evaluation
guestions, linking these with different components of ARC operations (see Annex G). The guide
was then vetted and validated by the research team. OPM identified the initial list of KIs in planning
discussions with DFID and ARC Agency. The list covered a large spectrum of staff and board
members, and included representatives from all areas of the business (e.g. country engagement,
risk transfer, ARV, contingency planning, insurance etc.).

OPM conducted the majority of the interviews in person, in January 2017 in Johannesburg,
leveraging a joint meeting of the ARC Agency and ARC Ltd Boards. This initial set of interviews
was then supplemented with a number of remotely held follow-up interviews over the course of the
evaluation period. In total, 20 in-depth interviews were conducted, including 13 with ARC Agency
staff, two with ARC Agency Board members, three with ARC Ltd staff and two with Ltd Board
members (see Table 3).
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Table 3: Breakout of ARC organisational review interviews

ARC Agency staff 13
ARC Agency board

ARC Ltd staff

ARC Ltd board

Total 20

Similar to the country case studies, data from the discussions were managed with the use of an
evaluation coding matrix so that the information could be easily analysed and disaggregated. The
full summary report of findings can be found in Annex C.

3.2.3 Workstream 3: Global Review

There are three components to the Global Review: (i) key informant interviews with industry
experts; (ii) a Perceptions Survey with a broad range of stakeholders from ARC-Member and non-
Member States; and (iii) a continent-wide Baseline Context Assessment. For a more detailed
discussion on the implementation of the Global Review and its methods, please see Annex D.

Industry Expert Interviews

There are a number of very specific, detailed evaluation questions that require a high degree of
technical knowledge. To answer these questions, we turned to global and regional experts in
disaster risk management (DRM) and disaster risk finance (DRF). The experts interviewed for the
Global Review include individuals from academia, governmental and non-governmental aid
agencies and from different sectors in the insurance industry: brokers, reinsurers, and catastrophe
risk modellers.

We identified respondents through a global stakeholder mapping exercise that sought to ensure a
broad range of perspectives and backgrounds were represented. In total we conducted 27
interviews, speaking with a total of 30 experts.'® (see Table 4).

15 Some of the interviews included more than one interviewee, hence the difference in numbers between interviews and
interviewees.
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Table 4: Overview of Key Informant Interviews

Expert Affiliation Number of Interviews Number of Interviewees

Aid Agencies

Non-governmental

o O

Governmental
Insurance Industry - :
Broker

(Re)insurer 10
Risk Modeller
Academia

Total 27 30

P W O N

An interview guide was developed containing approximately twenty questions per type of expert
interviewed (see Annex G). The questions were categorised according to whether the expert was
associated with a Governmental/Non-governmental Agency or associated with the Insurance
Industry or Academia, and aligned with the specific technical aspects of the ToC and EQs needing
to be addressed.

Data from the discussions were managed with the use of an evaluation coding matrix so that the
information could be easily analysed and disaggregated. The full summary report of findings can
be found in Annex D.

Perceptions Survey

Several of the detailed evaluation questions across the ToC relate to stakeholder perceptions of
ARC. More specifically, the perceptions survey was designed as a closed-ended survey to gauge
African countries’ perceptions of ARC’s products and services which would allow us to conduct a
quantitative analysis of respondents’ engagement in a number of different areas. Areas of focus
included: ARC workshops and training; demand for ARC’s products and services; ARC’s
relevance, influence and contributions in the DRM and financing space; trust in ARC’s products
and services; and perceived affordability of ARC’s insurance premiums.

The questionnaire (see Annex G) is designed to be administered repeatedly throughout the entire
evaluation, and is likely to retain a cross-sectional structure which captures different stakeholders’
sentiments regarding ARC products, training and influence in the DRM space. Although adopting a
panel structure to the survey would allow us to track the sentiment of the same respondents over
time, it is unlikely that we will be able to achieve this given that we are unlikely to encounter the
same respondents, who originate from different countries, at different global events over several
rounds of the survey and over the course of the entire evaluation. That being said, the cross-
sectional element to the perceptions survey will still be useful in allowing us to compare changes in
sentiment for ARC’s products and services over multiple waves of the survey.

To collect as wide a range of views as possible, our intention is to ‘piggy-back’ ARC events and
DRMF related conferences in the region and globally. As such, for this first formative evaluation,
we made use of the Conference of Parties (CoP) meeting held in Abidjan during March 2017. The
survey questionnaire was distributed randomly to key stakeholders who attended the CoP and who
may or may not have engaged in ARC-related activities. In almost all cases, the survey was
completed by the respondents themselves rather than being administered by an enumerator.
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We collected perception survey data from 30 individuals, representing 17 African countries and
one North American country (Canada). The majority of the respondents worked within their
respective governments, including at director-levels (two thirds) and technical appointments. A
small share of the respondents represented development organisations. Please see Annex E for
further information on the cleaning, coding and analysis of data collected via the survey, and a full
summary of the findings.

Context Assessment

The continent-wide baseline Context Assessment provides a broad-brush indication of risk and
response capacity within governments across African countries with high disaster vulnerability.
This effort was a desk-based activity, drawing on data from global DRM and development
monitoring initiatives.

For sampling, our starting point was all African Union countries, which we grouped according to
five regions using the UN categories (Middle Africa, Northern Africa, East Africa, Western Africa,
Southern Africa). We then selected the four most populous countries from each region for a total of
20 countries out of the 53 African Union Member States. The reasons for selecting population size
as the sampling criteria were twofold. Firstly, so that the sample represents a large proportion of
the African population. While ARC operates at a sovereign level, its ultimate objective is to reduce
disaster risk at the individual level—and therefore the quantity of individuals covered is a relevant
criterion. However, this needs to be balanced with the representativeness of the survey. The
second reason for selecting population size is because it results in a sample that retains significant
variation, both in population size (given the previous sampling criteria of equal regional selection)
and across other characteristics which might influence their engagement with ARC, for example
Gross Domestic Product (GDP) and income status, percentage of the population employed in
agriculture and vulnerability levels.

Out of the 20 countries included in the final sample, five are ARC signatory countries who are not
currently risk pool members, two are ARC signatories that are also risk pool members, and 13 are
countries that are neither ARC signatories nor risk pool members. Participation in ARC was
purposely not chosen as a sampling criterion, since the key purpose of the assessment is to
identify trends of rising or falling engagement and better understand what characteristics are
associated with decisions to engage or not to engage.

The context assessment includes 22 index indicators related to ARC involvement, hazard &
exposure, vulnerability & food security, and policy & institutional context. The constructed
indicators are populated through a corroboration of selected credible data sets, which were also
carefully selected for inclusion as a data source based on an assessment of rigor. For further
information on the methodology used, specific indictors selected and the key findings emerging
from the analysis, please see Annex A.

3.2.4 Analysis

To systematically assess the evidence collected via the three workstreams and frame our findings,
we went through a number of steps. First, each workstream leader wrote a report of their main
findings (see Annexes A-E). Next, team members mapped their findings against the ARC ToC,
providing an indication of the strength of this evidence using a simple rubric'®. The team then came
together for a two-day workshop, whereby we discussed areas where there was a triangulation of

16 Rating of: 1 if coming from one credible source, 2 from two credible sources, 3 from 3+ credible sources, or VF if can
be considered a verified fact.
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evidence either supporting or refuting elements of the ARC ToC. Based on the identified evidence,
we collectively agreed on a ‘RAG’ (Red / Amber / Green) rating for each component of the ToC to
assess ARC'’s progress along the causal pathways that articulate how it expects to achieve its
desired impact.

Our criteria for the RAG ratings were developed as follows:

Green: evidence suggests positive progress is being made in line with the ToC causal
pathways, and underlying assumptions are holding as valid and accurate.

Green / Amber: evidence suggests considerable progress is being made in line with the
ToC causal pathways, but there is evidence of minor challenges and / or concerns that
underlying assumptions may not hold.

Amber: evidence suggests some progress is being made in line with the ToC causal
pathways but with challenges, and underlying assumptions are tenuous without sufficient
evidence to confirm or refute as valid and accurate.

Amber / Red: evidence suggests less progress is being made than expected, with major
challenges and some evidence that underlying assumptions are not holding.

Red: evidence suggests little to no progress is being made in line with the ToC causal
pathways and significant challenges are noted, and underlying assumptions appear
tenuous and are not holding as valid and accurate.

Grey: insufficient evidence at this stage in the evaluation to make a judgement on progress
or assumptions.

The output of this process is our Analysis Matrix, which summarises the progress noted and
challenges identified for each link in the ToC (see Annex G). Using this analysis document, we
then developed an overarching narrative using more detailed findings and evidence from all
workstream data sources. This narrative is largely informed by our use of Contribution Analysis as
an analytical framework that seeks to test elements of the ToC, build evidence of progress along
causal pathways, and ultimately determine whether ARC has indeed contributed to observable
impacts. As this is only the first formative evaluation, we are not yet able to establish impact
contributions, thus our findings are presented largely around ARC making progress or
encountering challenges along the three causal pathways of the ToC. The evaluation questions
were used to gather evidence that related to the specific causal pathways within the ToC.

This overall approach has enabled us to provide a thorough assessment of the ToC, verifying
whether the result chains (causal pathways) are occurring as expected, identifying key areas of
progress driving the expected changes, challenges to achieving those changes, while also paying
attention to other potential influencing factors. This approach has also allowed us to identify critical
shortcomings not only where ARC may or may not be achieving certain objectives (a critical
assessment of performance), but where the ToC itself may or may not be holding (a critical
assessment of strategy).

3.2.5 Further information on data, evidence and methods

More detailed information on data and methods is provided in Annex G, including a section on the
guality of evidence and limitations, analysis of the key assumptions identified at inception, the
evaluation framework and the analysis matrix.
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4 Findings

Our findings for this first formative (F1) evaluation report are informed by two guiding frameworks:
the first is that our evaluation design is theory-based, meaning that we are using the ToC as the
key to measuring success: if progress is being made within the components of the ToC and its
underlying assumptions are holding as valid and accurate, then we can determine positive
progress towards achieving ARC’s desired impact, or suggest corrective action if not. The second
aspect of our findings is informed by Contribution Analysis—our proposed analytical framework
outlined in greater detail in the Inception Report (see Annex F)—which aims to establish how ARC
may have contributed to specific observed outcomes and impacts. As this is only the first formative
evaluation, not an impact evaluation (as it is too early in ARC'’s life to establish impact), this
evaluation was not designed to measure impact, but rather to assess progress towards achieving
impact, according to the causal pathways outlined in the ToC.

Our findings, therefore, are aimed at articulating where evidence suggests that positive progress is
being made towards ARC’s contribution to desired outcomes, or where challenges to this progress
are evident. Similarly, the critically important assumptions that underlie the way that change is
believed to occur in the ToC are also assessed as to whether or not they are ‘holding’ as valid and
accurate. Our evaluation questions were developed to gather evidence to assess each component
of the ToC, mapped against the three causal pathways of the ToC. The detailed ToC can be found
in Annex F (Figure 1), but to ease understanding for the reader, we have provided a simplified
version of the ToC below (see Figure 7).

Therefore, based on the structure of the ToC, the findings begin by assessing ARC’s activities,
inputs and outputs, all of which are considered within ARC’s sphere of direct control. From the
basis of ARC’s outputs, then, the analysis diverges into the ToC’s three causal pathways,
addressing the evaluation questions as to the extent of ARC’s progress towards its intended
impacts. The phases covered by each causal pathway include short-term and intermediary
changes (ARC'’s sphere of direct influence), and long-term changes and impacts (ARC’s sphere of
indirect influence).

A tool that we use in communicating our findings is a RAG rating system, assigning ‘red’, ‘amber’
or ‘green’ ratings to each of the stages in the ToC that are assessed against specific evaluation
guestions and evidence. The RAG ratings speak to our qualified assessment—based on
evidence—of the extent to which ARC appears to be progressing positively (green), cautiously
(amber), or to little effect (red) along a causal pathway towards impact. Each stage in the ToC is
assessed against a RAG rating and summarised in a box, with alternative explanations, at the start
of each section.

Our criteria for the RAG ratings were developed as follows:

Green: evidence suggests positive progress is being made in line with the ToC causal
pathways, and underlying assumptions are holding as valid and accurate.

Amber: evidence suggests some progress is being made in line with the ToC causal
pathways but with challenges, and underlying assu