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Brussels, 15 July 2013 
 
REPLY TO THE CONSULTATION  ON THE GREEN  PAPER ON THE INSURANCE OF NATURAL 
AND MAN-MADE DISASTERS 

 

Information about the respondent 

 

This is the reply of Lieve Lowet, partner at ICODA European Affairs, Robert Schumanplein 9, 1040 
Brussels, Belgium, transparency register ID number 65129577364-42. I am responding here in my 
personal capacity. Please note that the replies to these questions have not been inspired, or be 
discussed or approved by any client or potential client and are the sole responsibility of the author. 
They are made with the intention to contribute to a further efficient and effective corpus of 
European legislation. This contribution does contain an answer to all questions.   

 

Q 1. What is your view on the penetration rate of disaster insurance in the EU? Is more research  
needed to understand any possible gaps in insurance supply and demand, insurance availability and 
coverage?   

The Green Paper according to its title focuses both on natural and man-made disasters, although 
the emphasis seems to be largely on natural disasters.  
In terms of natural catastrophes, the study of the Joint Research Center of 2012 is a good start.  
In terms of man-made disasters, specific attention is given to environmental liability and losses from 
industrial accidents, third party nuclear liability insurance,  and offshore oil and gas operators 
liability insurance.  Are the man-made disasters limited to these 3 enumerated risks? What about 
other man-made disasters (terrorism risk)? Or are these included in the ‘industrial accidents’ 
definitions?  
 
Further, in order to understand the penetration rate, there should be clarity on the definition 
especially on the man-made part.  Both in case of natural catastrophes as in the case of man-made 
disasters, one important way to guarantee availability and coverage is the diversity and resilience of 
the insurance sector. Consumers insured by an insurance sector uniquely composed of large groups 
moving capital and business to where the best ROE is to be found may be at risk if returns are not at 
the desired level.  Can it be argued that insurers which do not have an ROE as corporate finality 
could be a welcome buffer between the return-focused insurance market on the one hand and the 
government as solution of last resort on the other hand, at the cross-road between long term 
solidarity and short term market demanded profit?  

 

Q2. What further action could be envisaged in this area?  Mandatory product bundling?  Other ways?  

 

Q3. Which compulsory disaster insurance, if any, exists in Member States? …. 

 

Q4. How can state or state-mandated disaster (re)insurance programmes be designed and financed 
to prevent the problem of moral hazard?  
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Is it possible that the decline of the diversity in the insurance market has hastened the move 
regarding a solution for disaster insurance, natural or man-made, towards an insurance risk 
coverage solution outside the  insurance market (pools or government-sponsored solutions)?   The 
Green Paper states in 2.3. that “Disaster insurance pools may extend the risk absorption capacity of the 
insurance market. They can provide coverage against aggregate exposures and risks that are 
uninsurable because of moral hazard, the small size of the given market or excessive claims cost. The 
pools may supplement systems with mandatory product bundling or with compulsory insurance.” Such 
statement would be true if the pools would be insurers or reinsurers in their own right, licensed and 
supervised.  In such case, they would indeed extend the risk absorption capacity. However, our 
research has recently revealed that no pools (including those not related to disaster insurance) 
which were researched in the recent Ernst & Young study 1 had an insurance or a reinsurance license, 
whether they were a legal entity, a statutory arrangement, or a multilateral contract in which case 
such conclusion is even more strange2. Consequently, they shift the risk absorption capacity but do 
not extend it.   
 
A potential solution may not be one solution but a variety of solution, in a gradual scale, to avoid 
ultimately that all taxpayers pay the complete bill.   
 

 
 
Sometimes, pools and mutual insurers are confounded. But unlike in a pool, in a mutual insurance 
company, there are (social) mechanisms to avoid losses, or diminish losses; and more attention is 
given to prevention and rehabilitation. This need for ex-ante risk reduction is important, see also 
point 3.1 , 2nd par. Prevention is always to be preferred above claims payments 

                                                 
1
 European Commission, Study on co(re)insurance pools and on ad-hoc co(re)insurance agreements on the 

subscription market, written by Ernst & Young, 8 February 2013 
2
 Except one, which was, according to our knowledge, wrongly classified as a pool.  
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Q5  

 

Q6  - Q9 

 
In paragraph 3.2, the Green Paper wonders if long-term insurance can be designed for property 
insurance and refers to long-term life assurance or health insurance as the only long-term contracts 
on offer3. When doing so, the Green Paper actually intends to refer to multi-year contracts. The term 
long-term and multiyear are used as synonyms. Is this the intention? Would it be possible to 
distinguish more clearly between long-term insurance contracts and multi-year contracts?   
 

Q10 – Q 15 

 

Q16 - Q17 

 
Regarding man-made disasters, the Commission only asks questions about 3 type of man-made 
disasters, namely Environmental liability and losses from industrial accidents (where its main policy 
instrument is the environmental liability directive); Third-party nuclear liability insurance (which the 
Commission is further analyzing with a public consultation soon to come) and Offshore oil and gas 
operators liability insurance.  Why?  
 
Regarding Third-Party nuclear liability, the Commission does not ask a question but states that 
“Insurance against nuclear accidents is currently organised in national insurance pools (or by a national 
operators’ pool). Insurers may find it difficult to insure nuclear operators beyond certain limited amounts, 
for certain categories of damage (e.g., environmental damage) or for long prescription periods (e.g., 30 
years for damage to life and health). National insurance or operators’ pools are also the first contact 
point for victims of a nuclear accident.”  In terms of observations, please note that on the list of 
licensed insurers in Belgium, there are 2 supervised insurers specialized in nuclear risk. No trace 
among the list of authorized insurers could be found of the Belgian nuclear pool.  
 
In this context, please note that The World Nuclear Association (see its website) states: “The 
structure of insurance of nuclear installations is different from ordinary industrial risks. Insurance (direct 
damage and third party civil liability insurance) is placed with either one of the many national insurance 
pools which brings together insurance capacity for nuclear risks from the domestic insurers in the local 
country, or into one of the mutual insurance associations such as Nuclear Electric Insurance Limited 
(NEIL) or Overseas NEIL based in USA or EMANI and ELINI based in Europe. These are set up by the 
nuclear industry itself. Third Party liability involves international conventions, national legislation 
channelling liability to the operators, and pooling of insurance capacity in more than twenty countries. 
The national nuclear insurance pool approach was particularly developed in the UK in 1956 as a way of 
marshalling insurance capacity for the possibility of serious accidents.”  And further:  “An illustrative 
exchange on insuring nuclear power plants : It is commonly asserted that nuclear power stations are not 

                                                 
3
 In that context, it is interesting to note the remutualization of Skandia.  Not only have mutual insurance 

undertakings  a longer term horizon, because of their member central  philosophy, implying a long 
commitment to a market or customer group; but also prices are typically more affordable as there is no extra 
‘guest’ at the table  and equity or solidarity is a core principle.   
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covered by insurance, and that insurance companies don't want to know about them either for first-
party insurance of the plant itself or third-party liability for accidents. This is incorrect, and the 
misconception was addressed as follows in 2006 by a broker who had been responsible for a nuclear 
insurance pool: "it is wrong [to believe] that insurers will not touch nuclear power stations. In fact, 
wherever they are available to private sector insurers, Western-designed nuclear installations are 
sought-after business because of their high engineering and risk management standards. This has been 
the case for fifty years." He elaborated: "My comment refers very much to the world scene and is not 
contentious. Apart from Three Mile Island, the claim experience has been very good. Chernobyl was not 
insured. Significantly, because Chernobyl was of a design that would not have been an acceptable risk 
at the time, notably the lack of a containment structure, the accident had no impact on premium rates 
for Western plants.” 
 

Q18 

 

Q19 Should contractual conditions of third-party liability insurance policies be disclosed to third 
parties in case of man-made disasters? If so, how? 

 

Yes. Currently, fire insurance policies and other policies in my country exempt e.g. nuclear damage 
but do not disclose any information on third-party liability damage by operators. One needs to be 
already an expert to be able to go to the national pool’s website and to understand the currently 
offered accident registration (fiche not found).  

-------------------------------------------------------------------------------------------------------------------End. 


