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FSUG was set up by the European Commission to:  

 advise the Commission in the preparation of legislation or policy initiatives which affect 

the users of financial services 

  provide insight, opinion and advice concerning the practical implementation of such 

policies 

 proactively seek to identify key financial services issues which affect users of financial 

services  

 liaise with and provide information to financial services user representatives and 

representative bodies at the European Union and national level.  

FSUG has 20 members, who are individuals appointed to represent the interests of consumers, 

retail investors or micro-enterprises, and individual experts with expertise in financial services 

from the perspective of the financial services user. 
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GENERAL REMARKS 

Natural and man-made disasters are becoming one of the critical issues of post-industrialized 

countries. We are more vulnerable to extreme events due to increasing concentration of 

population and reliance on new technology which amplify catastrophic losses. That is why FSUG 

appreciate Green Paper on the insurance of natural and man-made disaster very much. The 

paper proves anticipating nature of the European Commission activity. 

1. WHAT IS YOUR VIEW ON THE PENETRATION RATE OF DISASTER INSURANCE IN THE EUROPEAN UNION? 

PLEASE PROVIDE DETAILS AND DATA TO SUPPORT YOUR ARGUMENTS. IS MORE RESEARCH NEEDED TO 

UNDERSTAND ANY POSSIBLE GAPS IN INSURANCE SUPPLY AND DEMAND, INSURANCE AVAILABILITY AND 

COVERAGE? 

Penetration ratio of disaster insurance should be revisited as per se it is not an indicator of 

effective coverage. Insurance products differ regarding the scope resulting from risk covered, 

but also definitions of perils, co-insurance and other clauses that change coverage dramatically. 

For example home insurance required as collateral for mortgage credit often differ from the 

standard products sold autonomously and creates multicoverage. That is why penetration ratio 

should be backed with adequacy ratio (of insurance coverage) to potential perils, based on 

representative surveys. Adequacy ratio should be linked to penetration ratio and numeric maps 

of perils. Then gaps in insurance supply and demand, insurance availability and coverage could 

be easily discovered. 

2. WHAT FURTHER ACTION COULD BE ENVISAGED IN THIS AREA? WOULD MANDATORY PRODUCT BUNDLING 

BE AN APPROPRIATE WAY TO INCREASE INSURANCE COVER AGAINST DISASTER RISKS? ARE THERE ANY LESS 

RESTRICTIVE WAYS, OTHER THAN MANDATORY PRODUCT BUNDLING, WHICH COULD CONSTITUTE AN 

APPROPRIATE WAY TO INCREASE INSURANCE COVERAGE AGAINST DISASTER RISKS? 

Mandatory insurance should be avoided as it undermines the fundamental principle of 

insurance, it is prudence. However different incentives should be introduced to increase 

penetration ratio. One of the possible solution is limitation of public help to citizens insured 

only.  

3. WHICH COMPULSORY DISASTER INSURANCE, IF ANY, EXISTS IN MEMBER STATES? ARE THESE INSURANCE 

PRODUCTS GENERALLY COMBINED WITH COMPULSORY PRODUCT BUNDLING OR OBLIGATION FOR 

INSURERS TO PROVIDE COVER? IS COMPULSORY DISASTER INSURANCE GENERALLY ACCOMPANIED BY A 

RIGHT FOR THE CUSTOMER TO OPT OUT OF SOME DISASTER RISKS? WHAT ARE THE 

ADVANTAGES/POSSIBLE DRAWBACKS? WOULD EU ACTION IN THIS AREA BE USEFUL? 

There is mandatory insurance of farms’ buildings, which could be treated as compulsory disaster 

insurance. The scope of coverage consists of typical FLEXA extended by flood, which is the most 

important perils. However the monitoring of the obligation ought to be provided by local 

authorities, which later on are supposed to be appointed within local election. That is why the 

effectiveness of the monitoring is marginal. 

Generally there are about 160 mandatory insurances in Poland, in many different areas. Very 

often the obligation does not disclosed minimum requirements of the products and sometimes 
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even basic rules concerning type or scope of insurance are undefined. Mandatory insurance 

does not guarantee common overage, high penetration ratio. 

In theory, Polish insurance company that run activity in a particular group of life and non-life 

products should also provide mandatory products linked to the particular group. However in 

practice quite often insurance products are not provided at all or offer with discouraging 

premiums. In Poland if coverage is defined by the law it is fixed and cannot be changed by 

insured neither insurer. 

Opt out possibility in mandatory disaster insurance is at least problematic. Common pool 

provides better risk assessment and lower variation of losses and level premiums. However 

probability concerning particular risk differ substantially across even small territory, not 

mentioning larger areas. Some perils are immaterial had never happened according to the 

known historical data (for example areas that have never been affected by flood). The price of 

immovable reflects the possible risks. That is why land and properties in flood areas are 

cheaper. Flat rate and any interventions in tariffs lead to cross-subsidization, and all possible 

effects should be analysed through. 

Compulsion of insurance should be avoided however a default, minimum coverage should be 

reflected in regulations concerning public assistance in case of disaster. European legislation 

should strengthen the link between possession of insurance coverage and availability of public 

assistance. 

4. HOW CAN STATE OR STATE-MANDATED DISASTER (RE-)INSURANCE PROGRAMMES BE DESIGNED AND 

FINANCED TO PREVENT THE PROBLEM OF MORAL HAZARD? 

Even within mandatory insurance probabilities should be mirrored somehow within insurance 

tariffs. Some kind of state interventions is justified, however it should done rather in a way of 

state guarantees or subsidization of the premium. Actuarial and financial soundness should not 

be weaken by state price regulations.  

 

5. DO YOU SEE ANY DIFFICULTIES, BARRIERS OR LIMITATIONS IN USING INFORMATION TO GENERATE 

PARAMETRIC INSURANCE? WHICH FACTORS COULD SCALE-UP THE PROMOTION AND UPTAKE OF SUCH 

INNOVATIVE INSURANCE SOLUTIONS? 

Pre-defined weather index should be used only if prerequisites are available, like sufficient 

infrastructure networks, that could provide adequate data with necessary accuracy and 

granularity. It is very important as for example specific weather conditions could happen within 

very small area. 
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6. COULD RISK-BASED PRICING MOTIVATE CONSUMERS AND INSURERS TO TAKE RISK REDUCTION AND 

MANAGEMENT MEASURES? WOULD THE IMPACT OF RISK-BASED PRICING BE DIFFERENT IF DISASTER 

INSURANCE WAS MANDATORY? DO INSURERS IN GENERAL ADEQUATELY ADJUST PREMIUMS FOLLOWING 

THE IMPLEMENTATION OF RISK PREVENTION MEASURES? 

Risk-based pricing is essential for proper risk management and should be promoted. However 

Insurance companies should be able prove actuarial calculations. Compulsion of insurance 

would definitely change the perception of insurance, but experience from mandatory motor 

insurance suggests that motivation of consumers and insurers to take risk reduction and 

management measures will be kept. 

7. ARE THERE SPECIFIC DISASTERS FOR WHICH FLAT-RATE PREMIUMS SHOULD BE SUGGESTED? SHOULD FLAT-

RATE PREMIUMS BE ACCOMPANIED BY CAPS ON PAY-OUTS? 

Flat-rate premiums could be an interesting solution if used within parametric insurance with fix 

pay-out to make it even more simple. Such insurance could be a kind of base for more advanced 

individualized coverage. Various perils could covered in this way based on needs of local 

communities. However it should be stressed that such programs could require state guarantee 

or pool as there are two scenarios only and no partial losses. 

8. WHAT OTHER SOLUTIONS COULD BE OFFERED TO LOW-INCOME CONSUMERS WHO MIGHT OTHERWISE BE 

EXCLUDED FROM DISASTER INSURANCE PRODUCTS? 

Due to lack of sufficient savings, or just no savings at all low-income consumers are extremely 

vulnerable when it comes to catastrophic events. That is why any kind of public assistance 

should depend on possession of insurance coverage. Insurance premium should be subsidized 

by the state or local authority if necessary.  

9. IS THERE A CASE FOR PROMOTING LONG-TERM DISASTER CONTRACTS? WHAT WOULD BE THE 

ADVANTAGES/DRAWBACKS FOR INSURERS AND THE INSURED PERSONS RESPECTIVELY? 

There is no special need for promoting long-term disaster contract. However there should be 

possibility of obtaining such products. 

10. DO YOU THINK THERE IS A NEED TO HARMONISE PRE-CONTRACTUAL AND CONTRACTUAL INFORMATION 

REQUIREMENTS AT EU LEVEL? IF SO, SHOULD THE APPROACH BE FULL OR MINIMUM HARMONISATION? 

WHAT REQUIREMENTS CONCERNING THE COMMITMENT SHOULD BE INCLUDED, FOR INSTANCE: 

- the nature of the insured risks, 

- adaptation and prevention measures to minimise the insured risks, 

- features and benefits (such as compensation of full replacement costs, or 

depreciated, time value of assets), 

- exclusions or limitations, 

- details for notifying a claim, for instance, if both the loss and its notification must fall 

within the contract period, 

- who and to what extent bears the costs of investigating and establishing the loss, 
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- contractual effects of a failure to provide relevant information by the insurer, 

- the remedies, costs and procedures of exercising the right of withdrawal, 

- contract renewals, 

 -complaints handling? 

The above mentioned requirements should be consider as a standard for all insurance contracts 

not just disaster insurance. 

11. DO DEDUCTIBLES, EXCESSES CO-INSURANCE AND OTHER EXCLUSIONS EFFECTIVELY PREVENT  MORAL 

HAZARD? WHAT ALTERNATIVE TERMS AND CONDITIONS COULD BE APPROPRIATE FOR DISASTER 

INSURANCE, GIVEN THAT THE INSURED PARTY MAY BE UNABLE TO TAKE EFFECTIVE RISK REDUCTION 

MEASURES AGAINST A DISASTER? 

Any kind of deductibles or insurance should be linked to the influence of policy holder and on 

insured risk. However exclusions could be detrimental for consumer if are used to limit the 

liability of insurance company in specific circumstances. 

12. HOW COULD DATA ON THE IMPACTS OF PAST DISASTERS BE IMPROVED (E.G., BY USING STANDARD 

FORMATS; IMPROVED ACCESS TO AND COMPARABILITY OF DATA FROM INSURERS AND OTHER 

ORGANISATIONS)? 

13. HOW COULD THE MAPPING OF CURRENT AND PROJECTED/FUTURE DISASTER RISKS BE IMPROVED (E.G., 

THROUGH CURRENT EU APPROACHES IN FLOOD RISK MAPPING UNDER THE FLOODS DIRECTIVE 

2007/60/EC, CIVIL PROTECTION COOPERATION AND PROMOTION OF EU RISK GUIDELINES)? 

14. HOW COULD BETTER SHARING OF DATA, RISK ANALYSIS AND RISK MODELLING METHODS BE 

ENCOURAGED? SHOULD THE AVAILABLE DATA BE MADE PUBLIC? SHOULD THE EU TAKE ACTION IN THIS 

AREA? HOW CAN FURTHER DIALOGUE BETWEEN INSURANCE INDUSTRY AND POLICYMAKERS BE 

ENCOURAGED IN THIS AREA? 

The European Union should have one, standardized and publicly available data set for main 

catastrophic risks. Provision of data is one of the most important tasks of the Member States 

within catastrophic risk management. 

15. HOW CAN THE UNION MOST EFFECTIVELY HELP DEVELOPING COUNTRIES TO CREATE SOLUTIONS FOR 

FINANCIAL PROTECTION AGAINST DISASTERS AND SHOCKS AND WHAT SHOULD BE THE PRIORITY ACTIONS? 

WHAT TYPES OF PARTNERSHIPS WITH THE PRIVATE SECTOR AND THE INTERNATIONAL INSTITUTIONS 

SHOULD BE PURSUED FOR THIS PURPOSE? 

The European Union should encourage the Member States to use risk-based tariffs. This the 

most effective way to influence proper risks management. Based on this sound financial 

mechanisms like pools and state guarantees could be provided. Private sector and international 

institutions should be involved in developing strategies for financial protection against disasters. 
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19. SHOULD CONTRACTUAL CONDITIONS OF THIRD-PARTY LIABILITY INSURANCE POLICIES BE DISCLOSED TO 

THIRD PARTIES IN CASE OF MAN-MADE DISASTERS? IF SO, HOW? 

Contractual conditions of third-party liability insurance policies are essential, especially if the 

policy amount is insufficient to meet all needs. That is why if consumers somehow could be 

entitles to receive compensation or benefit, consumer representatives or other authorised body 

should be involved within loss adjustment process. Beyond this part of the contract important 

for potential beneficiaries should be made public, preferably via web-site. 

20. ARE THERE SPECIFIC ASPECTS OF LOSS ADJUSTING WHICH WOULD BENEFIT FROM MORE HARMONISATION? 

IF SO, WHICH? ARE THERE PRACTICAL DIFFICULTIES FOR LOSS ADJUSTERS TO OPERATE CROSS-BORDER? 

 ADR schemes should be obligatory, consumer representatives should be entitled to provide real 

help, especially to consumers who take part in cross-border market. Those tasks should be 

financed within separate budget offered by the state. 


