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The International Union of Property Owners (UIPI) is the largest network of private individual 
property owners in Europe. Through our 29 member associations, we represent more than 5 million 
owner-occupiers and landlords owning more than 20 million dwellings in 27 European countries. 
 

 

Introduction: 

The International Union of Property Owners (UIPI) would like to thank the European Commission for 

the opportunity to comment on the Green Paper on the Insurance of Natural and Man-Made 

Disasters.  

 

The UIPI agrees that the European Union is vulnerable to nearly all types of natural disasters and 

that such disasters cause significant financial detriment; affecting economic stability. We believe 

there is a need for effective disaster insurance to mitigate the risks of natural and man-made 

disasters and agree this is an important issue for citizens, companies and Member States across the 

European Union. 

 

We favour the bundling of insurance products as an effective method of reducing the overall cost of 

insurance for property owners; do not think that parametric index-based weather insurance 

sufficiently indemnifies property owners against potential losses; and can see the benefits of long-

term insurance contracts. However, we would argue that consumers must be given the choice of 

how to take out disaster insurance so as to ensure that the insurance product purchased is 

appropriate for their individual needs. 

 

The UIPI would like to raise concerns over the financial viability of imposing mandatory disaster 

insurance and its consequential impact on property values, the desirability of high-risk areas, 

resentment and unwillingness to pay by people living in low-risk areas as well as the ability of 

vulnerable and low-income households to afford such products. 
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We believe that at this stage, the European Commission should be focusing its efforts on ‘soft 

measures’ which raise consumer’s awareness of the financial risk of disasters to their properties so 

they may assess such risks themselves and then act accordingly.  

 

Further, we would argue the European Commission should only consider placing additional 

legislative burdens on property owners when there is strong evidence that disaster insurance 

products are either not being taken up by a sufficient number of property owners or not being 

effectively utilised; especially when considering the current economic situation within Europe and 

the proposals that are emerging from the country-specific recommendations of the European 

Semester that are suggesting a move towards additional taxation burdens being placed on the 

owners of real estate property. 

 

 

Product Bundling:  

Questions 2: What further action could be envisaged in this area? Would mandatory product 

bundling be an appropriate way to increase the cover against disaster risks? Are there any less 

restrictive ways to increase insurance coverage against disaster risks? 

 

Product bundling practices in the property disaster insurance sector can be beneficial to property 

owners as a number of insurance products bundled together will usually cost the property owner 

less than if they insured individual risks separately. 

 

We do not believe mandating that disaster insurance must be bundled in with other insurance 

products is the most appropriate solution. However, we would suggest that is should be advocated 

as a best practice solution. Indeed, it is common practice in many Member States that disaster 

insurance is already bundled in with other insurance products. For example, the standard property 

insurance offered by our UK member association, the National Landlords Association (NLA), includes 

damage caused by storm and flood, subsidence or heave of the site or landslip.  

 

An additional non-legislative and less-restrictive way of increasing insurance coverage against 

disaster risks could be to limit the availability of government-backed compensation schemes to only 

those property owners who have taken out a disaster insurance product. This suggestion could be 

further strengthened by requiring insurance providers to explicitly notify any person taking out 

property insurance but opting-out of disaster insurance that they will not have recourse to public 

funds for any losses as a result of a natural disaster.  

 

Such a course of action would limit applications to government-backed compensation schemes, 

reduce individual payments to claimants to merely the losses not covered by their own disaster 

insurance policies and therefore allow publicly funded compensation schemes to cover more people 

at a lower cost to the public purse. It will also provide a strong market incentive for people to take 

out disaster insurance and promote behavioural change in the insurance market. 
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Although beyond the scope of this question, the UIPI would like to state that we would be against 

the introduction of “product tying” practices with regard to disaster insurance, which may force 

property owners to enter insurance agreements that are not in their best interests.  

 

 

Compulsory Disaster Insurance:  

Questions 3: Which compulsory disaster insurance, if any, exists in Member States? Are these 

insurance products generally combined with compulsory product bundling or obligations 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? 

 

UIPI strongly believes that consumer’s should have the choice about whether or not to invest in 

disaster insurance. We do not think it should be mandatory for property owners to enter into such 

agreements; especially where the likelihood of being exposed to a natural disaster is minimal.  

 

Compulsory disaster insurance does exist in some countries. For example, in Norway, compulsory 

disaster insurance has been a feature of all property insurance since the Act on Natural Damage 

1961 and according to Article 1 of the Act on Natural Perils Insurance 1989, insurance of objects 

against fire shall also comprise natural perils to the extent the damage is not covered by another 

insurance product. 

 

Conversely, in Germany there is no compulsory disaster insurance for property owners. Most 

voluntarily insure against damage caused by bundling various weather risks into a single insurance 

policy. However, insurance against weather risks is only available to individuals who have already 

purchased buildings insurance. According to statistics provided by the GDV (Gesamtverband der 

Deutschen Versicherungswirtschaft e.V.), German households are almost entirely covered by 

building insurance, while only about 30% of German households hold an insurance against weather 

risks and natural disasters. These numbers can be read as proof of the fact that an almost total 

market penetration can be achieved by supplying property owners with good information and 

reliable data. Owners do have a vital interest in preserving their property and the value it represents. 

In Germany commercial insurance companies and public authorities pool and interconnect their 

data, thus enabling individuals as well as the State to assess the degree of risk given in a certain case. 

A system like this is currently being planned for flood data, according to the GDV.  

 

When looking at the advantages and possible drawbacks of making disaster insurance mandatory, it 

will largely depend on how such a scheme is designed.  

 

If disaster insurance was made compulsory and based on where a property is situated (i.e. either a 

low-risk or high-risk area), insurance premiums are likely to vary significantly. Low-risk areas will 
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become more desirable as they will attract cheaper premiums and therefore potentially increase 

property values in such areas. However, this is then likely to price-out low-income and vulnerable 

households from such areas. This will force many low-income and vulnerable people to live in 

higher-risk areas where properties are cheaper but some may not be able to afford the insurance 

premiums.  

 

We would therefore suggest that if compulsory disaster insurance is based on a property’s location, 

Member States will need to create schemes and services that ensure Government subsidy for low-

income or vulnerable people who cannot afford such insurance premiums. If such schemes do not 

exist, the result is likely to be people failing to take out the insurance (thereby potentially breaking 

the law) and increasing the risk on those who have insured their properties. An analogy could be 

made with motor insurance. Unfortunately, despite it being compulsory, many millions of people in 

Europe drive without motor insurance, risking criminal penalty, simply because they cannot afford 

the high premiums charged by insurance companies; and whilst it can be argued that low-income 

and vulnerable households can live without a vehicle, it cannot be argued that they can live without 

a home.  

 

However, linking disaster insurance with property location will act as a significant disincentive for 

developers to build properties in high-risk areas. At present, we are seeing developers investing in 

high-risk areas, such as flood plains, because land is cheaper and they will get a larger return on 

investment. Linking disaster insurance to property location is likely to mean that high-risk areas will 

have much lower property values to compensate for the higher insurance premiums; therefore 

making house-building in such areas less lucrative and consequently less attractive to developers. 

Effectively, such a scheme will act as a disincentive to investment in high-risk areas – which we 

support. 

 

If a flat-rate is applied to all insurance premiums (for example €50 or €100 per year), it will spread 

the risk evenly across all property owners irrespective of whether they live in a high or low-risk area. 

Whilst this will not create the problems mentioned above with disaster insurance based on the 

location of the property, it will also provide no disincentive for developers to build new homes in 

high-risk areas. Therefore, more homes are likely to be built in high-risk areas which will 

consequently significantly increase the number of natural disasters. 

 

A flat-rate is also likely to cause resentment amongst those property owners who have chosen to 

buy property in low-risk areas. As such, property owners are likely to see the insurance premiums 

they have paid being used to continually fund rebuilding in high-risk areas where they would not 

purchase property and they are getting no benefit for the insurance premiums they are paying, then 

it is likely to create an unwillingness to pay by property owners in low-risk areas. 

 

One way to overcome this resentment and unwillingness to pay is by creating an opt-out for either 

low-risk or super low-risk areas. However, this will increase any flat-rate premiums if only properties 
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in high-risk areas are paying in, thus creating the same problems as are likely to occur with location 

based compulsory disaster insurance. 

 

Further, if a disaster strikes and some people have opted-out of disaster insurance, then either they 

will have to pay any rebuilding costs themselves or government will be required to step in and help 

them or the premiums paid by others will have to cover them. In either of the last two scenarios, it 

does not provide an equitable balance for those who have been prudent and taken advantage of 

such insurance. Further, if people have chosen to opt-out and then cannot afford to rebuild their 

homes and do not have any assistance from the State, properties may end up lying derelict. Derelict 

properties are detrimental to areas as they reduce house-prices and attract vandalism, arson, 

graffiti, squatting and anti-social behaviour. This will therefore have a negative impact on the lives of 

those people who chose to pay the disaster insurance after an incident. In addition, those people 

who chose to opt-out of disaster insurance and then could can afford to rebuild their homes would 

become homeless and add further financial pressures on the State which would be forced to house 

them. Therefore, if disaster insurance is made compulsory, we would also strongly advise against 

allowing an opt-out for property owners living in high risk areas.  

 

We would therefore suggest,  at this stage, EU action is focused on ‘soft measures’ that can be put in 

place to raise consumer’s awareness of the financial risk of disasters to their properties so they may 

assess such risks themselves and then act accordingly. 

 

If the European Commission feels it appropriate to move forward with compulsory disaster 

insurance, we would argue that bundling disaster insurance with other insurance products can be 

very beneficial as rolled into a package of insurance products, disaster insurance is likely to be 

cheaper that purchasing it separately and therefore more likely to be taken out by property owners.  

 

 

Parametric Index-based Weather Insurance:  

Questions 5: Do you see any difficulties, barriers or limitations in using information to generate 

parametric insurance? What factors could scale-up the promotion and uptake of such innovative 

insurance solutions? 

 

Such a model might be suitable to compensate those businesses whose operational income is 

expected to drop in cases of extreme weather events. In addition, the benefits seen by the 

businesses are represented by reducing administrative costs because it does not include a claims 

adjustment process.  

 

However, for individual property owners it might have an adverse effect, since they might become 

even more reluctant to enter such insurance contracts as they cannot guarantee that the actual 

losses incurred to their property would be indemnified.  
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Further, we would argue that the pre-contractual stage and information provided by the insurance 

companies would need to be robust to avoid mis-selling; particularly to vulnerable and low-income 

property owners.  

 

Therefore, the UIPI believes that traditional weather-related insurance schemes, under which 

insurance compensation would be paid out following an assessment of the insured party’s losses, 

would be more appropriate. 

 

 

Insurance Pricing: 

Questions 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? 

Questions 7: Are there specific disasters for which flat-rate premiums should be suggested? Should 

flat-rate premiums be accompanied by caps on pay-outs? 

Questions 8: What other solutions could be offered to low-income consumers who might 

otherwise be excluded from disaster insurance products? 

 

The UIPI does not think it is sensible or practical to use insurance pricing as a market-based incentive 

to promote risk awareness, prevention and mitigation. Such a course of action is likely to result in 

property owners choosing not to insure their properties, causing greater financial hardship for 

communities in the event of natural disasters and increasing pressures on public finances through 

increased demand on compensation schemes. 

 

We would therefore argue that community-rated insurance premiums should be preferable to flat-

rated systems. This is because a flat-rate insurance premium would apply to an entire country 

whereas a community-rated premium would be able to target high-risk areas. Whilst this might be 

detrimental to those living in high-risk areas, it should act as a deterrent to further development in 

high-risk areas and safeguard the insurance premiums of those in low-risk areas. 

 

This course of action should also be combined with a community-rating for Government-backed 

compensation schemes; whereby those living in high-risk areas get either the same or less 

compensation than those living in low-risk areas. Again, this would act as an additional deterrent to 

future development in high-risk areas. 

 

Please see the response to Question Three above as it deals with many of the issues raised in these 

questions in greater detail. 
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Long Term Insurance Contracts: 

Questions 9: Is there a case for promoting long-term disaster contracts? What would be the 

advantages/drawbacks for insurers and the insured person respectively? 

 

Whilst we agree with long-term insurance products being available, the UIPI believes that consumers 

should not be deprived of the flexibility and the choice to enter into annual contracts. Consumers 

should also be able to continue enjoying the free market and the ability to switch between 

competing insurers and products.  

 

Further, the mobility of workers needs to be taken into account when considering re-arranging 

natural disaster insurance contracts; particularly in terms of duration. It would be detrimental for 

citizens/property owners/consumers, who regularly move between properties/Member States to 

take out long-term insurance contracts if they are unlikely to be in the property for the duration of 

the insurance term. Such a course of action may deter people from taking out disaster insurance 

(which they may otherwise have considered if the annual disaster insurance contract was available).  

 

We agree that long-term insurance contracts with transparent risk-based pricing and premium 

discounts could strengthen economic incentives. We also share the European Commission’s 

concerns that the annual premium on a multi-year policy is likely to be higher than the equivalent 

premium on an annual contract. However, many property owners and most private landlords 

purchase property as a long-term investment and may be willing to pay higher insurance premiums 

in order to achieve contractual certainty for the insured and a potential reduction in administrative 

and transaction costs. 

 

Therefore, the UIPI does not object to such long-term insurance products being available in the 

market. However, it should be up to individual property owners to decide what the best product is 

for them. 

 

 

Pre-contractual and Contractual Information Requirements: 

Questions 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 

harmonization? What requirements concerning the commitments should be included? 

 

The UIPI believes that an insurance market with well-informed consumers forces insurers to 

compete in order to attract and retain property owners as their customers.  

 

Harmonised pre-contractual and contractual information requirements across Member States would 

create essential safeguards for property owners who have real-estate investments in several 

European countries. Such an approach is also likely to increase consumer confidence in such 
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insurance products and therefore increase the number of property owners who take-out disaster 

insurance products. 

 

We agree the list of suggested commitments contained within the question is appropriate but that 

instead of the point “nature of insured risks”, there should a commitment for insurance companies 

to state exactly what is included within the policy. What risks are actually insured is not always 

stated clearly within policy documents (and particularly insurance quotes) which makes it hard for 

property owners to compare quotes from multiple insurance companies and does not always 

provide certainty about what risks are actually insured. 

 

 

Insurance Terms and Conditions 

Questions 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? 

 

The consultation document rightly notes that “to reduce the effects of moral hazard, different kinds 

of insurance terms and exclusions – designed to instill risk-mitigating behavior – are employed as 

part of insurance contracts”. However, there is very little property owners can do individually to 

reduce the risk of natural disasters. This is especially true for private landlords who own and insure 

the property but have tenants occupying it. 

 

We would therefore question the need or legitimacy for any excesses or deductions to be levied by 

insurance providers as a result of natural disasters unless it can be proven the disaster was a direct 

result of the behaviour of the insured party. Therefore, separate terms and conditions should be 

applied to disaster insurance or incorporated into insurance terms and conditions where disaster 

insurance is bundled together with other insurance products. 

 

 

Man-Made Disaster Insurance: 

Questions 19: Should contractual conditions of third-party liability insurance policies be disclosed 

to third parties in the case of man-made disasters? If so, how? 

 

The UIPI welcomes moves to make the contractual conditions of third party liability insurance 

policies available to third parties in the case of man-made disasters. 

 

At present, it is very difficult for third parties to get redress against large companies in the event of 

man-made disasters. It is costly, time-consuming, often administratively complex with property 

owners not knowing who the insurance provider is or what has actually been insured against. This is 

all whilst people are potentially languishing in temporary or bed and breakfast accommodation as 
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their homes have been rendered uninhabitable which will inevitably have a further detrimental 

effect on people’s family, health and financial circumstances; especially for children where such 

upheaval is likely to have a significant effect on their education and future prospects. 

 

Indeed, we would go further than the question and suggest that in the event of a man-made 

disaster, third parties (and particularly property owners who have been affected by the disaster) 

should be able to make claims directly to the insurer rather than having to go through the insured 

company. This is likely to speed up the time it takes to reach a settlement and reduce administrative 

burdens on insured companies. It will also allow a simpler redress framework. At present, it is 

possible for insured companies and insurance providers to “pass the buck” between each other 

leaving third parties unsure how to proceed with legal action. In such situations, it is extremely 

costly if an individual property owner has to take legal action against either a large corporate body 

or an insurance company or both. In many cases, property owners will avoid legal redress for fear of 

the financial costs of such action. With third parties being able to see insurance policies and then go 

directly to insurance companies, it removes a level of legal cost and complexity and allows a much 

simpler legal redress framework in the event a claim is taken to court. 

 

 

Additional Considerations: 

Questions 21: This paper addresses specific aspects related to the prevention and insurance of 

natural and man-made disasters. Have any important issues been omitted or under-represented? 

If so, which? 

 

The UIPI would like to raise the importance of creating a robust remuneration policy for insurers, 

insurance intermediaries and appointed representatives, with the aim of limiting mis-selling 

practices and ensuring that the way staff are remunerated does not impede compliance with 

obligations to take into account the interests of consumers. 

 

At present, many insurance company staff / intermediaries are paid solely or primarily based on 

commission received from selling insurance products. This results in consumers often being sold 

products they do not always want or necessarily need.  

 

We would therefore suggest that any incentives/commission which may lead to insurers and/or their 

staff or intermediaries attempting to conclude a specific number or type of insurance contracts or 

bundling products to property owners with no explicit consideration of their interests and needs 

should be avoided.   
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Conclusion: 

The UIPI believes there is a need for effective and appropriate disaster insurance for property 

owners across the European Union in order to mitigate the risks associated with the expected 

increase in natural disasters that are noted in the consultation document. 

 

However, we would argue that the current focus of European Union action should be on non-

legislative measures aimed at changing consumer’s behaviour; incentivising the uptake of disaster 

insurance and dis-incentivising the use of high-risk areas for house-building. Only after robust 

evidence is provided should the European Commission consider legislative mechanisms to mandate 

disaster insurance. 

 

The UIPI would again like to thank the European Commission for the opportunity to respond to this 

consultation and hope you find out comments useful.  


