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Summary 

 

Damage resulting from natural hazards represents a latent threat and 
a high financial risk to the population. Consequently, many European 
Member States are already equipped with extensive and functioning 
insurance systems against natural hazards. However, the Green 
Paper fails to present a neutral appraisal of these measures. 

Furthermore, the Green Paper misses an important opportunity: It 
fails to engage with the core question as to why private households 
are often unwilling to insure themselves against natural hazard 
events, relying instead on social networks, i.e. government relief. 
This behaviour is not unalterable, it can be changed. This is 
illustrated by the German natural hazards campaigns carried out by 
the Federal States, consumer protection and the insurance industry. 
The campaigns highlight that private insurance always comes 
before state assistance. Whoever fails to insure themselves, 
although they are in a position to do so, cannot expect full loss 
compensation, only help to help themselves. This fact, an unpleasant 
truth for citizens, nevertheless forms the basis for risk awareness 
and changes in behaviour. 

In Germany the market penetration for the hazards storm and hail is 
well over 90 percent, for the remaining natural hazards such as flood 
and torrential rain it is around 33 percent, and rising steadily. 99 
percent of the risks in Germany can be insured “from the desk” using 
geo-information systems with standard products covering natural 
hazards. For the remaining risks, individual solutions on the basis of 
a local risk inspection are possible. It is not possible to identify a 
failure of the market. Thus in Germany there is mainly criticism 
regarding the negative consequences of a compulsory insurance 
against natural hazards. Consequently, it is rejected by the 
majority of politicians.  

Furthermore, for a number of years the German Federal Ministry of 
Justice has expressed significant constitutional reservations in 
respect of compulsory insurance systems. In addition, risk based 
insurance in Germany employing a moderate risk zoning has led to 
affordable coverage against natural hazards, without removing the 
incentive for preventative measures. Regulations in the individual 
Federal States ensure that economically weak citizens can also 
participate in insurance schemes against natural hazards. 
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Ultimately, the fact that insurance solutions are always a part of 
national civil law sets clear limits to the efforts at the harmonisation 
of natural hazards insurance. For this reason, the trans-national 
deployment of loss assessors is also inexpedient as in addition to 
good country-specific language skills, comprehensive legal and 
technical knowledge is also required. Thus for Europe as a whole 
there is not going to be a “one size fits all” solution for natural 
hazards insurance. 

The chapter on “man-made disasters” is almost exclusively 
concerned with the questions which have been continually raised 
over a number of years during the course of the discussion on EU 
environmental liability. Here too, existing solutions (e.g. the German 
environmental liability model together with risk assessment via the 
geo-information system ZÜRS Geo Haftpflicht) are not discussed 
and the debate practically begun from the beginning again. 
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Introduction 

 
Over recent years it has become clear that on a global scale natural 
hazards are occurring more frequently and are becoming more severe in 
character: Floods in Pakistan and Thailand, tornados in the Caribbean, 
Hurricane Sandy in the USA, millions in damages as a result of local 
torrential rain and hail in numerous regions of Germany. The list can be 
continued at will. However, the consequences are always the same: 
Countless dead and injured, losses threatening the livelihood of the 
population, severe damage to public infrastructure and private property. 

Insurance providers carry the risk of natural hazards 

99 percent of all risks in Germany can already be covered in an 
uncomplicated fashion “from the desk”, insuring against natural hazards 
such as flood, torrential rain and snow pressure. One percent of risks 
require individual solutions necessitating additional local preventative 
measures. German insurers provide know how and concrete assistance 
for such cases. Structured measures such as the so-called “flood 
resilience certificate” (online system for the analysis of flood risk and to 
design individual prevention measures at the house) ensure permanent 
improvements to people’s risk situation. When these services are not 
made use of, “uninsurable” risks will remain in future as it will not be 
possible to offer any economically viable insurance solutions in these 
areas. In this context it must be clearly stated: Whoever regularly suffers 
damage due to natural hazards has a problem with exposure which must 
first be resolved through damage prevention measures before risk transfer 
mechanisms can begin to operate. 

The private insurance industry carries the financial costs incurred by its 
customers as a result of almost all severe weather events. In 2010, in 
Germany alone, household contents and residential building insurers paid 
out 1.5 billion EUR in compensation for losses due to natural hazards. In 
2011 it was 1.2 billion EUR. Insurers not only regularly cover losses due to 
natural hazards, they also insure those technologies that have been 
developed for climate protection: Photovoltaic, onshore and offshore wind 
energy, biogas etc. There is practically no other industry which engages 
so intensely with the issues of climate change and natural hazards as the 
insurance industry. 

People benefit immediately from the engagement of German insurers and 
the functioning risk transfer system. This should remain the case in the 
future. As a consequence, German insurers, in cooperation with leading 
climate researchers from the Potsdam Institute for Climate Impact 
Research, the Free University Berlin and the University of Cologne have 
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analysed the data on the severe weather damage of recent decades using 
difference climate models in a research project which is one of a kind 
worldwide. The main focus was on the natural disasters occurring most 
frequently in Germany: storm and hail, as well as floods. The findings: 
losses will increase, in some cases considerably; natural hazards will 
remain, however, according to the latest research, and taking into account 
the risk-bearing capacity of German insurers, they remain insurable. In 
order that this remains the case, we expressly welcome all climate 
protection measures taken at a national, European and international level. 

State interventions prevent the emergence of markets 

German insurers offer comprehensive risk transfer for natural hazards, 
promote science and climate research, and for over 100 years have been 
intensely engaged in the area of damage prevention. Unfortunately, the 
green paper does not take up the story of this commitment in any of its 
structure, content or issue. Instead it generates the impression that there 
are no genuinely functioning insurance solutions for natural hazards and 
man-made disasters in Europe. The fact that established insurance 
solutions exist in the Member States is not mentioned once in the text. 
Instead, much room is given to compulsory insurance models and state 
financed approaches. In its attempt to develop a differentiated approach to 
issues of natural hazards insurance, the Green Paper, on page 9, under 
item 2.2, ultimately misinterprets one of the central questions concerning 
natural hazards insurance: 

Why are private households often unwilling to insure themselves against 
events, relying instead on social networks or government relief? 

However, according to experience on the German market, the answer to 
this question contains the main lever for a change in the behaviour of the 
population and the starting point for a functioning market for natural 
hazards insurance. For decades government has distributed financial aid 
following natural disasters “with the watering can”, until people have 
become accustomed to it. There is now no longer any reason for them to 
insure themselves for a premium. The state pays as soon as the public 
outcry is loud enough. Only when this policy is ended across the board 
and governments make it clear that private risk provisioning and personal 
preventative measures come before all forms of state aid, will the 
behaviour of the population change. This route is uncomfortable, but 
without alternative. In Germany numerous federal states have already 
taken this route. Together, federal state governments, consumer 
protection and the insurance industry have made it clear that if private 
coverage was available there would be no state aid. Since then the market 
penetration has risen continuously. This type of honest approach to one 
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another should set an example throughout Europe. Further information on 
these natural hazards campaigns can be found, amongst others, in the 
following links: 

http://www.naturgefahren.sachsen.de/ 

http://www.elementar-versichern.bayern.de/ 

http://www.naturgefahren.rlp.de 

 

Furthermore, the chapter on “man-made disasters” is almost exclusively 
concerned with those questions which for years have been repeatedly 
raised during the course of the discussion on EU environmental liability. 
Here too, existing solutions (e.g. the German environmental liability model 
together with risk assessment via the geo-information system ZÜRS Geo 
Haftpflicht) are not discussed, and the debate practically begun from the 
beginning again. 

Having said this, the German insurance industry responds to the 
questions raised in the Green Book as follows: 

http://www.naturgefahren.sachsen.de/
http://www.elementar-versichern.bayern.de/
http://www.naturgefahren.rlp.de/
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Response to questions 

 

2. Market penetration of natural disaster insurance 

Questions 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? 

Answer: 

The penetration rate for insurance against natural hazards in Europe is 
heterogeneous. This is no surprise as this is dependent on numerous 
factors: 

- Insurance is always a part of national civil law (Bürgerliches 
Gesetzbuch, Code Zivil, Common Law etc.). As civil law differs 
from Member State to Member State, this factor alone means that 
there cannot be uniform framework conditions, products and 
penetration rates for natural hazards insurance. In those places 
where a compulsory insurance has been introduced the 
penetration rate will naturally be ad hoc 100 percent - with all the 
disadvantages, which are explained in detail in the answer to 
question 2.3. Where a compulsory insurance is not possible, i.e. 
there is no majority in favour of it, a market with supply and 
demand first has to develop. Here, after a number of years, the 
market penetration will be perhaps 10, 20 or 30 percent. To the 
extent that affordable insurance protection is available on a 
widespread basis, compulsory insurance systems and market 
systems are, at the least, equivalent. 

- Gaps in demand develop as a result of a lack of risk 
awareness. People tend to suppress dangers. Therefore, the 
primary aim of government and the insurance industry must be to 
raise risk awareness through suitable measures. These include, 
amongst other things, freely available, easy to operate and 
detailed hazard information systems as well as clear regulations 
concerning which government aid can be expected in the event of 
a disaster, especially in light of empty state coffers. Only then will a 
change in behaviour take place, only then will the demand for 
insurance protection rise. This also means: The penetration rate 
for an insurance against natural hazards is no indication of the 
quality, functioning, i.e. stability of a specific system. 
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- In the European Member States the degree of exposure to 
natural hazards varies greatly. For example, some countries are 
heavily exposed in the area of earthquakes (amongst others Italy 
and Austria), in turn, others enjoy practically zero exposure (e.g. 
Denmark and Great Britain). Great Britain and the Netherlands are 
exposed to a danger from storm tides and dike burst, while Austria 
and the Czech Republic are not. In Spain, Portugal and Greece, 
drought and forest fires are a constant danger. This is not the case 
in Belgium and the Netherlands. Consequently, there can be no 
European-wide, uniform insurance solutions and insurance 
densities. 

- As heterogeneous as the distribution of dangers, so the 
willingness of the population to insure themselves against 
natural hazards. As a rule, the demand for natural hazards 
insurance is moderate. One reason for this is the fact that people 
are socialised without being warned of the dangers of natural 
hazards. Every child is warned about playing with fire. 
Consequently the fear of fire sits deep, the market penetration for 
the hazard “fire” is high. However, hardly any children grow up 
being warned about torrential rain and backwater. Thus a risk 
awareness can only develop later, or not at all. The surprise is all 
the greater when people suffer such damage. The only remedy 
here is to educate people on natural hazards from an early age. 
Furthermore, their must be transparency concerning local 
exposure to natural hazards for all people at all times, available in 
a high degree of detail. This is currently obstructed by data 
protection (see answer to number 3.5). Here immediate changes 
and a clear commitment on the part of the EU Commission to the 
public availability and use of detailed geodata on natural hazards is 
required. This commitment is more urgently needed than ever. 

In Germany, the situation is differentiated. The market density for building 
insurance against the hazards storm and hail is over 90 percent. The 
market is practically saturated: Even after major storm events such as the 
winter storm Kyrill, there were no indications from consumer protection or 
government that the market penetration was still too low. Quite the 
opposite: German insurers were in a position to regulate over 2 million 
registered claims with a volume of over 2.1 billion EUR of losses in a short 
space of time.  

Currently around 1/3 of house owners have taken out natural hazards 
insurance – and rising steadily. Natural hazards insurance covers the 
hazards flooding (flood water, torrential rain, backwater), landslides, land 
subsidence, volcano eruptions, earthquakes, avalanches and snow 
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pressure. While up until a few years ago natural hazards insurance was 
only offered as an additional policy to a building insurance, today all 
hazards are generally integrated into one policy. When a customer 
decides against natural hazards insurance, then he does it consciously. 
This decision is recorded in the advisory documentation. However, in the 
event of such a decision, the insured person can no longer count on state 
aid in the event of a disaster. This is explained to citizens in the so-called 
natural hazards campaigns, jointly financed by numerous federal states, 
consumer protection and the insurance industry (see introduction). 

Further details on the scope and content of natural hazards insurance in 
Europe can be found under the following link from Insurance Europe: 

http://www.insuranceeurope.eu/uploads/Modules/Publications/climate-
change-2011-web.pdf 

 

2.1 Product Bundling 

Questions 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? 

Answer: 

There are different levels and degrees of bundling – depending on the 
structure and legal framework of the respective market. 

- Alternative 1: Every citizen who purchases fire insurance (building 
insurance) must purchase a mandatory insurance against natural 
hazards. Advantage: Whenever fire insurance is purchased, the 
house is also insured against natural hazards. Disadvantage: The 
product becomes more expensive. On the basis of cost-benefit 
considerations such a product could be too expensive for many 
house owners. Thus they do without the fire insurance as well as 
the natural hazards insurance. This form of bundling can – 
depending on the price sensitivity - lower the market penetration 
for fire and natural hazards coverage, instead of increasing it. In 
addition, this form of bundling fails to generate risk awareness. 
Quite the opposite: Natural hazards insurance is seen as a 
constraint.  

- Alternative 2: Building insurance products initially contain all the 
components (hazards) as a bundle. In Germany this covers the 

http://www.insuranceeurope.eu/uploads/Modules/Publications/climate-change-2011-web.pdf
http://www.insuranceeurope.eu/uploads/Modules/Publications/climate-change-2011-web.pdf
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standard hazards fire, mains water, storm/hail, as well as the 
natural hazards flooding, torrential rain, backwater, earthquake, 
volcano eruption, land subsidence, sinkholes, avalanches and 
snow pressure. When the insurance is taken out the policyholder is 
informed of all the hazards. He can freely decide to deselect 
individual hazards or bundles of hazards (opt-out solution). The 
deselection of hazards by the policyholder is documented. In the 
event of an uninsured case of loss he cannot claim that he has 
been wrongly advised by the insurer. As his risk was insurable, he 
cannot expect any aid payments from government, at the most a 
low-interest loan for reconstruction, i.e. repairs. Advantage: The 
customer must think about the natural hazards insurance, i.e. 
weigh up his risks. Risk awareness is generated. There is no “third 
person” who makes the decision for him with a compulsory bundle. 
If the bundled product is too expensive, the customer can reduce 
the premium through the opt-out solution. The market penetration 
for fire insurance (practically 100 percent in Germany) remains the 
same. Disadvantage: Without sufficient risk awareness the market 
develops slower. 

Even though the costumer in alternative 1 has in principle a right to 
choose, exercising this right has negative consequences: The market 
penetration for fire coverage sinks, solely because the insured person 
does not want the natural hazards insurance. Thus in markets with a high 
market penetration and a trend to increasing losses due to natural 
hazards, the solution in alternative 1 tends to be counterproductive. 

However, the opt-out solution of alternative 2 increases the density for 
natural hazards insurance without lowering the density for fire insurance. 
Furthermore, it generates risk awareness. Thus, from a German 
perspective, it is to be preferred to the obligatory bundling of fire and 
natural hazards insurance. 

 

2.2 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 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? 
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Answer: 

The demand for a compulsory insurance is quickly raised. It appears to 
solve all the problems of market penetration and risk awareness at one 
stroke. However a, compulsory insurance falls far short of solving the 
problems. Thus in Germany there is mainly criticism regarding the 
negative consequences of a compulsory insurance against natural 
hazards. This is for a number of reasons: 

 The introduction of a compulsory insurance in Germany has been 
examined in-depth by the federal and state governments and 
rejected on the basis of the findings. 

 Following the Elbe flood of 2002 and several years of intensive 
consultations, the Minister Presidents of the 16 Federal States 
decided against the introduction of a compulsory insurance. 
Their primary objections were of a legal nature: 

o Compulsory insurance, according to German law, serves to 
protect third parties, not the person responsible. This is the 
case for example with automobile third party liability 
insurance. However, it is not mandatory to insure oneself or 
one’s own house. But this is precisely what a compulsory 
natural hazards insurance would bring about. Thus, on the 
advice of the German Federal Ministry of Justice (FMJ), the 
idea of such a compulsory insurance was abandoned back 
in 2004 (following the Elbe flood). 

o Compulsory insurance interferes with the freedom of 
contract of the insurer and the insured, as well as a 
functioning market. 

 Compulsory insurance systems always entail financial aid from 
the respective state, e.g. through inexpensive, unlimited 
reinsurance cover. A number of countries have shown their 
willingness, however this is not the case in Germany. Without 
this aid these systems cannot exist on their own, i.e. premiums 
would have to be several times higher. This raises the question 
as to how those countries especially affected by the financial 
crisis will be able to finance the introduction of a compulsory 
insurance. 
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 NatCat insurance is sufficiently available on the market 

 Even though many building owners underestimate the dangers 
and the financial consequences, 99 percent of all house owners 
in Germany can now be insured against flood water, flooding, 
avalanches, torrential rain etc. without problem. Individual 
solutions can be found for the remaining risks (see introduction). 
For over 90 percent of risks, insurance against natural hazards 
can be purchased for less than 100 EUR per annum. The 
German market suffers from neither market failure or supply 
problems. 

 The German market is a functioning, highly competitive market. 
Over 100 insurers offer building insurance, including natural 
hazards coverage. Citizens can select the insurance coverage 
best suited to them. This situation results in an adequate price 
for the coverage.  

 In order raise awareness amongst the broad population of the 
consequences of natural hazards, the German Insurance 
Association recommends that insurance companies offer 
residential building insurance together with natural hazards 
coverage. House owners can thus insure their residential 
building against natural hazards without – as in the past – an 
additional contract. With its natural hazards campaigns the 
government is also setting a clear signal for more personal 
provision (see introduction). With success: Over recent years 
the density of natural hazards insurance has been increased 
significantly and is now approaching 40 percent and rising 
steadily. 

 With public geodata-based information systems, the insurance 
industry, with the support of the federal states, is using hazard 
maps to inform the population of the local risks due to natural 
hazards. The system is accessible to all on the website 
www.zuers-public.de. However the system has to continually 
justify itself in the face of reservations concerning data 
protection. Without a European-wide change to the data 
protection classification of scientific hazard data such systems 
will not be able to reach their full potential (see answer to 
section 3.5). 

 

 

http://www.zuers-public.de/
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 A compulsory insurance will increase the cost of residential 
building insurance 

With compulsory insurance models for natural hazards, it is also 
necessary to include highly exposed risks in the coverage provided by an 
affordable premium. This results in a clear redistribution of the loss burden 
from peak risks to the broad mass of policyholders. This results in the 
following situation: For example, the house owner on the mountain makes 
a considerable contribution to the insurance against flood risk, although he 
does not live near a river. Thus he pays an additional charge for coverage 
that he neither wants or needs to this extent. For Germany this means: 
Two thirds of customers must pay considerably higher premiums for 
residential building insurance. Ultimately, a compulsory insurance would 
be the same as the government introducing a tax-financed cross-
subsidisation of the peak risks. Limiting a compulsory insurance to areas 
at extreme risk of flooding (risk category 4 according to ZÜRS Geo, the 
German insurance industry’s flood zoning system) is also not possible. 
The premiums would be unaffordable for house owners. Even government 
recognised back in 2004 that the compulsory insurance approach would 
not lead to the desired result in Germany: The market for natural hazards 
insurance functions, there are a wide range of offers. Furthermore, the 
path pursued in Germany, of linking risk-based premiums with an 
expedient natural hazards zoning system, enables insurance coverage to 
be provided for the broad population at equitable, affordable and stable 
premiums. 

 Compulsory insurance costs money and creates additional 
bureaucracy.  

The state must control house owners, and if required, penalise them so 
that no one escapes the compulsory insurance. The work involved here 
would be disproportionately high. This would require the creation, 
administration and financing of a state run system for inventory 
management and loss adjustment. Ultimately, it will be the tax payer who 
will have to pay this bill. Furthermore, this undertaking would be 
incompatible with the drive for a reduction in bureaucracy. There is also a 
lack of transparency in respect of the actual cost of the insurance. 

 Compulsory insurance overshadows the need for protective 
measures  

It has been proven that the attitude “father state or the insurer will pay for 
the losses” fails to generate an incentive to protect buildings from more 
serious damage. This results in a continuous downward spiral of a lack of 
prevention, increasing numbers and severity of losses, and steadily 
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increasing premiums. However, in Germany in particular, preventative 
measures on the part of the federal and state governments, the public 
water boards (e.g. the Emschergenossenschaf), as well as individual 
house owners are of great importance and sometimes have a tradition 
dating back centuries. A compulsory insurance would thus have 
unforeseeable negative consequences for prevention work. This is also 
likely to be accompanied by negative effects on the acceptance of 
protective measures carried out by public authorities such as dikes and 
retention basins. 

 

2.4 Governments as (re-)insurers and (re-)insurers of last resort 

Question 4: How can state or state-mandated disaster (re-)insurance 
programmes be designed and financed to prevent the problem of moral 
hazard? 

Answer: 

This danger cannot be banned. Whenever citizens are informed that their 
financial risk is covered whatever happens, then a significant proportion of 
the insured come to the following conclusion: “I don’t need to change my 
behaviour or actively undertake anything to preserve or ensure the safety 
of my property. I can simply socialise my losses and unload them on the 
mass of the insured and the state.” Only when citizens receive the clear 
signal that they must assume a significant degree of self-responsibility, 
which they cannot unload onto others, does a change in behaviour take 
place. In Germany this generally means: Insure yourself, all you can 
expect from the state in the event of loss is a low-interest loan – there will 
be no other payments. 

With a compulsory insurance system it is not possible to avoid moral 
hazard by means of adjustments to the insurance system. Take the 
example of deductibles: For the policyholder deductibles are always 
calculable and thus part of the cost benefit analysis. If one increases the 
deductibles following a loss event the initial response is one of 
suppression: The policyholder takes the chance that he will not suffer the 
loss again. Adaptation and preventative measures remain undone. If one 
raises the deductible again significantly, then at some point one no longer 
has any real insurance as the bulk of the losses are no longer covered. 
The compulsory insurance system has been rendered meaningless. 
However, in contrast, if one raises the premium due to “moral hazard 
customers”, then at some point they can no longer be paid. Once again 
the compulsory insurance system encounters difficulties. If one introduces 
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an upper limit for premiums then the “moral hazard customer” will adjust 
his cost-benefit analysis in line with this limit. 

Thus the case remains: The only effective, sustainable possibility to 
protect the community of the insured and the state from “moral hazard 
customers”, is to clear-cut separate those groups. Government 
intervention must be reduced to “help to help themselves” for those who 
think they do not have to take up insurance at the expense of the 
taxpayer. Only then will they change their behaviour. However, this idea is 
not compatible with that of compulsory insurance. Consequently the 
conclusion must be: Whoever wants to prevent widespread moral hazard 
should not introduce a compulsory insurance. 

 

2.5 Parametric index-based weather insurance and other innovative 
solutions 

Questions 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? 

Answer: 

“Parametric insurance” can only be termed insurance to a limited degree 
as it generally lacks a basic feature of conventional insurance policies – 
the payment of an individual benefit in the event of a concrete loss. 
Consequently, it is more appropriate to compare it with a game or a bet. 
The reason for this is the fact that, as a rule, there is insufficient 
correlation between the comparative parameters (threshold values) and 
the points “occurrence of a loss” and “amount of loss”. This results in the 
possibility of policyholders without losses receiving money from the 
insurer, while policy holders with losses can go away empty handed. Thus 
a parameterised insurance is no solution in established insurance 
markets. In detail: 

The basic idea of a parameterised insurance sounds appealing: One 
defines a parameter (threshold value) which triggers a compensation 
payment (claim payment), as soon as it is exceeded. The product is 
simple and can be understood by everyone. If the threshold value is 
exceeded, the customer already knows in advance what level of payment 
he can expect. Example: If bacteria are discovered in drinking water, then 
the municipality provides clean drinking water in bottles until the fresh 
water pipes are free of bacteria again. 

If one now applies this idea to classic insurance solutions, then using the 
example of crop failure insurance (e.g. for developing countries in the 
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event of drought), as frequently cited in the literature, the following 
situation arises: For example, if it fails to rain for more than 40 days 
between the planting of the seed and the harvest, then the farmer receives 
a compensation payment to the approximate value of the average crop 
yield over the last three years. In contrast to the drinking water case, the 
correlation between “lack of rain” and “crop failure” is not clear. The 
reason for this: The crop failure is dependent on a great number of 
additional parameters, for example soil conditions and the variety of seed 
planted. If the parameter “40 days without rain” is met, then this results in 
the following situation: A number of farmers with poor soil and seed which 
is less resistant to drought will have lost practically their whole crop. Other 
farmers with good soil and better seed will only suffer minor crop losses. 
However, both groups receive the same compensation. For the first group 
it is possible that the compensation does not cover the actual losses. The 
second group of farmers are happy as they receive money for losses 
which have not actually occurred to this extent. 

This problem becomes even clearer in the case of building insurance. 
Here the parameter employed is that of wind speed. If the wind reaches 
gale force, then the policyholder receives a fixed compensation payment, 
e.g. 5,000 EUR. A number of building owners with older roofs will probably 
suffer damage to the house before gale force has been reached. 
However, they will go away completely empty handed if the threshold 
value is not reached. In contrast, other building owners with newer roofs 
may not lose a single roof tile, even when wind speeds reach hurricane 
force. They are loss free, however they receive 5,000 EUR when the 
threshold is exceeded. The third group of building owners have already 
suffered severe damage to their roofs even at gale force; the 5,000 EUR 
are not sufficient to compensate their losses. This example also applies 
when the benefit in the event of loss is not defined as a fixed sum but is 
calculated ex post on the basis of a mathematical model with parameters 
such as wind path, surface area and population density. 

A concrete example of the severe problems associated with 
parameterised concepts is provided by hurricane Kyrill on 18th and 19th 
January 2007. Across Germany the claims frequency in respect of storm / 
hail damage to residential buildings was 11.4 percent, i.e. 88.6 percent of 
the buildings were undamaged. The average loss was 1,021 EUR. Even in 
the most heavily hit district of Hagen in the federal state of North Rhine-
Westphalia the claims frequency was “only” 36.2 percent, with average 
losses of 1,246 EUR. In contrast, the greatest single loss incurred by a 
family house was 152,452 EUR. In all likelihood every possible 
construction of an index-based system in Hagen would have exceeded the 
threshold value. As a result around 2/3 of all building owners in Hagen 
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would have received money, although, objectively, they have not suffered 
any losses. On the other side, policy holders with significant building 
damage would have to carry a high proportion of their losses themselves. 

It is clear that the population will not accept products with such grave 
justice gaps. Naturally one could respond by making these parameterised 
products more “equitable” through the introduction of further ancillary 
conditions. Thus a claims payment could also be made below the 
threshold value if the policyholder can prove that the damage was caused 
by the severe wind. Furthermore, one could limit claims payments to the 
actual loss incurred. Finally, one could introduce “auxiliary benefits” when 
the actual loss incurred exceeds the fixed or ex post calculated claims 
payment. However, if one fills all the justice gaps so that the product is 
employed in an equitable manner in all cases, then one no longer has a 
“parameterised insurance”, but a completely normal insurance solution 
with risk definition, insurance values, loss assessment and claims 
payment. The supposed advantages of a “parameterised insurance” no 
longer exist. 

Consequently, a “parameterised insurance” has no place in newly 
industrialised and industrialised countries where insurance values and 
losses can be quickly assessed and determined by a network of building 
surveyors. This may be different in developing countries where farmers 
are provided with an initial risk transfer in the event of drought in the form 
of development aid, or the effects of strong wind events (hurricane) are to 
be alleviated. Here “parameterised insurance” may be the first step in 
establishing risk and hazard management. However, in the longer term, 
with the establishment of a network of loss assessors and the availability 
of fairer, genuine insurance solutions, it is likely to have served its 
purpose. 

In summary, it can be concluded: The correlation between possible 
parameters and losses is far from trivial. In both cases there is insufficient 
correlation between wind speed and storm damage, or between water 
level and flood damage. This irrefutable mathematical-statistical fact (so-
called “basis risk“) is the reason for loss modelling solutions such as 
EQECAT, RMS or AIR, i.e. the loss models of the well known reinsurance 
companies. “Parameterised insurances” always result in considerable 
inequity, and consequently, are not accepted by the population. Ultimately, 
they are unsuited for use in developed markets. Accordingly, the EU 
Commission should distance itself from the idea of pursuing a 
parameterised direct insurance in the European context. 
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3.1 Insurance pricing as an insurance market-based incentive to 
promote risk awareness prevention and mitigation 

Questions 6-8: 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? Are there specific disasters 
for which flat-rate premiums should be suggested? Should flat-rate 
premiums be accompanied by caps on pay-outs? What other solutions 
could be offered to low-income consumers who might otherwise be 
excluded from disaster insurance products? 

Answer: 

Risk-based pricing is always to be preferred. It alone gives the risk a “price 
tag”, clearly confronting people with their level of risk. 

Theoretically, with risk-based pricing it is possible to set an individual 
premium for every house and every house owner. However, in practice 
this approach would lead to an extremely high workload for the 
differentiation of risks. The resulting costs would have a negative effect on 
the level of premiums. Furthermore, with this approach it is difficult to 
sensibly allocate peak risks with highly individual risk situations to a risk 
group. The consequence: The premiums for these peak risks are very 
high due to the absence of risk sharing. 

Thus, in practice, risk-based pricing means that fewer, expedient risk 
communities are formed in which similar risks are pooled. These risk 
communities must each contain a sufficient number of risks in order to 
enable genuine risk sharing across the bulk of risks. In Germany, for 
example, the hazard storm is usually divided into two risk communities: 
One group is at less risk, the other at greater risk from storms. In the case 
of flooding, four risk communities (zones) are generally formed which are 
oriented on the flood return periods. 

As a result of this moderate division of the risks, the premiums remain 
affordable. At the same time sufficient incentive remains for house owners 
to reduce their risk situation through individual preventative measures and 
switch to a less expensive risk class. Thus a house that is classed in the 
highest flood zone can switch to a lower class when repeated damage due 
to water penetration is prevented, for example, through the installation of 
stop log systems (modular flood protection system) on the entrance doors. 
In this case the insurer naturally lowers the premium, the policy holder 
pays less and his coverage is permanently cheaper. 
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In Germany much attention has been paid to the question of how 
affordable premiums can be guaranteed using a risk-based pricing 
system. An important step taken to ensure this is the aforementioned 
formation of a small number of moderate risk communities. However, 
there are sections of the population that that cannot even afford the most 
moderate premium for their house (less than 100 EUR per annum). These 
are generally house owners outside of the urban areas who are reliant on 
state benefits. In the so-called natural hazards campaigns (campaigns to 
increase the density of natural hazards insurance, see introduction), in 
which German insurance companies and numerous federal states have 
worked together closely, the following approach has been taken: Private 
comes before state: That means, every house owner who does not take 
out insurance against natural hazards, although he is in a financial 
position to do so, does not receive any state aid. At the most, he is 
granted a low-interest loan for repairs or reconstruction. Only those who 
are already dependent on social benefits receive assistance from the 
state. Using the example of the Federal State of Saxony1, this is regulated 
by law as follows: 

“IV. Eligibility for payment 

1. The precondition for aid is that the emergency situation has not 
occurred due to the negligence of the person affected. 

2. An emergency situation due to the negligence of the person 
affected exits when damage has been incurred by buildings 
erected without permission, and, as a general rule, in the case of 
buildings subjected to flooding which were erected after October 
20th, 2004 in flood plain areas as stipulated by ordinance or statute 
in accordance with the Saxon Water Act (SächsWG) as amended 
in the announcement from October 18th, 2004 (SächsGVBl. p. 
482), last amended by article 1 of the law from September 23rd, 
201, (SächsGVBl. p. 270), unless it is an in-fill building desired on 
urban development grounds. 

3. An emergency situation due to negligence also exists when the 
person affected has failed to take the necessary preventative 
measures or take self-help measures at the time of the loss event, 
which under the circumstances, were likely to be successful. The 

                                                      
1 Joint Guideline of the Saxon State Ministry of the Interior, the Saxon State 
Ministry for Economic Affairs, Labour and Transport, the Saxon State Ministry for 
Education and Sports and the Saxon State Ministry of the Environment and 
Agriculture for the granting of state aid in the event of elemental damage (RL 
Elementarschäden) from June 29th, 2011. Source: 
http://revosax.sachsen.de/Details.do?sid=6459314712218 

http://revosax.sachsen.de/Details.do?sid=6459314712218
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necessary preventative measures include, in particular, taking out 
insurance, in so far as this can be done at an economically 
acceptable price. 

4. The aid is subordinate to other payments from third parties. It 
will not be granted in so far as the losses incurred can be 
compensated for by payments from an insurance or other 
assistance, including fiscal aid. 

5. Need is a precondition for aid...” 

The subsequent text of the law regulates in detail who, in the case of a 
loss event, is entitled to state aid and who is not (need). The law draws in 
particular from preconditions from the Social Code. With this solution 
every citizen knows where they stand. In the event of loss, no one will be 
left without compensation. At the same time, no one can avoid paying the 
premium for a natural hazards insurance and then, in the event of loss, 
apply to the federal government for financial aid and claim that they “didn’t 
know anything about it”. The federal state budget is unburdened as the 
majority of citizens must insure themselves privately. The budgetary funds 
thus saved are now available to the federal state for more worthwhile 
things. 

A cap on claims payments is, as a general rule, not expedient. This leads 
to considerable problems and delays in loss adjustment, especially in the 
case of larger loss events. Initially, in the case of larger, widespread 
losses (so-called cumulative claims) it is to be expected that the capped 
sum is not sufficient to satisfy all damage claims and each claimant only 
receives compensation for part of his losses. Policyholders who may have 
paid into a natural hazards insurance for decades will have to pay for a 
large part of the losses from their own pocket. It is possible that they may 
even have to apply for state aid as they are financially overburdened by 
the remaining loss. Thus it should be stated: In the event of cumulative 
claims, a capped insurance resembles a lottery which disadvantages the 
financially weaker policyholders. Furthermore, the loss adjustment is 
delayed by the fact that the total loss must first be established before the 
final share due to each policyholder can be calculated. If the capped 
insurance pays in advance, then under certain circumstances part of the 
claims payment must be demanded back from the policyholder. It is not 
possible (at least in Germany) to explain the problem areas – 
proportionate share and delayed loss adjustment – to policyholders. 
Consequently, capped natural hazards insurances are not marketable in 
Germany. German natural hazards insurance always pays up to the sum 
insured, i.e. carries the full replacement costs in the event of loss. This is 
because: Paying compensation for very high losses, which would 
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overburden any individual, is one of the essential functions of the 
insurance industry. 

Furthermore, with a capped system the policyholder is faced with the 
threat of personal insolvency: With many natural events damage to one-
family houses can be considerably higher than 100,000 EUR. Thus, in the 
event of a large cumulative claim, the proportion to be met by the 
policyholder often exceeds their financial means. 

 

3.2 Long-term disaster 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 
persons respectively? 

Answer: 

Long-term contracts with a term of more than three years are not 
permissible under German law (Section 11 of the German Insurance 
Contract Act). Consumer protection and the government have explicitly 
stated their opposition to longer validity periods. The reason for this: The 
policyholder should be able to utilise market movements, and, under the 
given circumstances, look for a cheaper and / or more effective insurer. A 
long validity period – e.g. 10 years – would impede this. Furthermore, the 
GDV has examined the effect of different terms on insurance contracts. 
The result: From a German perspective no significant advantages in 
respect of cost accounting are to be gained from longer term contracts. 
Furthermore: The cost calculation methods commonly employed in 
Germany already consider longer time periods in order to obtain reliable 
information on the risk situation. Here it is of no consequence whether a 
concrete risk was insured against for the whole time, or even by a single 
insurer. Comparable objects are summarised according to the location, 
type and size of the risk. 

 

3.3. 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 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, 
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- 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, 
- Contractual effects of a failure to provide relevant information by 

the insurer, 
- The remedies, costs and procedures of exercising the right of 

withdrawl, 
- Contract renewals, 
- Complaints handling? 

Answer: 

As already discussed in the answer to the first question, insurance is 
always part of national civil law. Risks and challenges differ from Member 
State to Member State. Thus there can be no uniform set of requirements 
for natural hazards insurance. This applies to practically all of the above 
points. 

Example 1: In Germany it is possible to lodge a complaint with the insurer, 
consumer protection, the supervisory body (Federal Financial Supervisory 
Authority – BaFin) or the Insurance Ombudsman. The Insurance 
Ombudsman has the right to make a decision up to a specific threshold 
value which is legally binding for the insurance company, thus providing 
rapid and comprehensive assistance for policyholder complaints. Whether 
other Member States are willing and in a position to integrate such an 
institution into their legal system appears highly doubtful. 

Example 2: Exclusions and limitations are subject to the national 
jurisdiction of the civil courts as these are part of the respective tort law. 
The European legislator cannot set these parameters without coming into 
collision with national law. 

Example 3: Contracts are automatically renewed in Germany, if they are 
not cancelled in due time. In other Member States the contracts expire at 
the end of the insurance period, if they are not actively renewed (e.g. 
Great Britain). 

Example 4: In Germany, remedies, costs and procedures for exercising 
right of withdrawl are part of the Code of Civil Procedure, i.e. the 
Insurance Contract Act. These laws cannot be applied to other Member 
States. 
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3.4 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? 

Answer: 

Insurance instruments are an effective means of protecting against moral 
hazard. However, they must take into account the protective function of 
the insurance contract. Thus a deductible should not be set so that the 
insurance de facto never comes into force (e.g. 100,000 EUR sum 
insured, 98,000 EUR deductible). At the same time, the insurance 
instruments must generate an incentive for risk-reducing behaviour. The 
deductible must still be a factor in the policyholder’s cost-benefit analysis. 
In this context a deductible which is too low is of no consequence to the 
policyholder (e.g. 100,000 EUR sum insured, 150 EUR deductible). Thus 
deductibles can differ from risk to risk within one product (e.g. 100,000 
EUR sum insured, 2,500 EUR deductible for earthquakes, 1,000 EUR 
deductible for all other risks). Deductibles can also commit the 
policyholder to a percentage contribution to the loss until a maximum sum 
has been reached (e.g. the deductible is 5 percent of the loss amount, 
however at least 500 EUR, up to a maximum of 2,500 EUR). 

Deductibles are often subject to negotiation, but never arbitrarily set. 
Instead, they are calculated mathematically-statistically in accordance with 
an analysis of past losses and carefully selected in order to minimise 
moral hazard. 

 

3.5 Data, research and information 

Questions 12-14: 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)? 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)? 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? 



 
Page 24 / 29 

 

Answer: 

Summarised, the question should read: 

Which framework conditions obstruct the insurance industry in pursuing 
the introduction of new insurance solutions for natural hazards and 
comprehensively informing the population on the actual risk situation in 
their locality? 

The answer to this question is simple: It is data protection that obstructs 
the insurer in adequately fulfilling this task.  

Data protection is rightly prized as a very valuable asset in Europe, and 
especially Germany. The danger of personal data being abused by third 
parties is greater than ever. Thus the most urgent task of data protection 
is to inform citizens of the use of data by third parties and rigorously 
combat its misuse. However, as important as data protection is: In the 
case of scientific data – for example that concerning natural hazards – it 
regularly reaches its limits. The reason for this: The occurrence of natural 
hazards – for example hail, lightening, storm, flooding or torrential rain – is 
completely beyond man’s control. No one can protect themselves per se 
from the eventuality of a hail storm breaking over their property, of a river 
breaking its banks, of an earthquake shaking their house or torrential rain 
flooding their courtyard. It is only in the case of the extent of the damage 
these natural hazards cause to belongings that the individual has a limited 
influence through preventative measures. 

When geodata indicates that at a certain point on the earth’s surface there 
is a risk of flooding or earthquake, and that this risk is completely 
independent of human actions, then this geodata is of a purely scientific 
character. It cannot be influenced by anyone: Neither from the owner of 
the property, the tenant, the house owner nor potential buyers. 
Consequently, it cannot be influenced by data protection. The geopoint is 
incontrovertibly linked to the presence of a risk. 

Nevertheless, data protection authorities repeatedly maintain that even 
such scientific data which cannot be influenced by man has a personal 
reference. The consequence: The use of this data is highly restricted and 
may not be published in detail. This leads to absurd situations, for 
example when the flood risk at a river bank must be artificially “blurred”, 
“tiled” and “coarsened” on data protection grounds. Such information is not 
just “less precise” and thus more “data protection friendly”. No, this data is 
simply false. It lulls the house owner on the river bank into a false sense of 
security and simultaneously exaggerates the risk faced by the house 
owner further up the hill. This approach not only creates a sense of 
uncertainty amongst the population, but also one of annoyance. Under 
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these conditions risk awareness cannot develop. GDV already highlighted 
the difficulties with data protection in its comment from January 25th 2012 
on the EU data protection regulation (COM (2012) 11/4). 

The European legislator has expressed the conviction, as exemplified by 
the EU Floods Directive 2007/60/EC, that citizens can only take 
preventative action when they are able to make a detailed assessment of 
the risks. Even then, the road to actual action is still a long one. 
Consequently, it has consciously spoken in favour of the compulsory and 
transparent publication of the risk maps by the end of 2013. This step 
should be taken as an opportunity to remove the issue of the access, 
presentation and degree of detail of scientific risk data from the confines of 
data protection. Flood risk has nothing to do with the debate over socio-
economic scoring, i.e. the security of data in social networks. The 
occurrence of natural hazards cannot be controlled by man. 

If a rethink does not take place at this point, then the development of 
innovative insurance solutions for natural hazards and an increase in the 
population’s risk awareness will become de facto an insoluble task. 
Consequently, the express right of everyone to detailed geodata on 
natural hazards – without the presentation / verification of a special 
legitimate interest – must be rapidly inscribed in European law. All relevant 
information should be covered by this. There should be no exceptions. 
Furthermore, the governments of the European Member States must be 
obliged to establish a public geo-information system on natural hazards by 
the end of the decade. Possible models are the Austrian HORA system, 
i.e. the initiative of German insurers launched in cooperation with a 
number of federal states (ZÜRS public). 

 

3.6 Promoting risk financing initiatives as part of EU development 
cooperation policy 

Questions 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? 

Answer: 

A sustainable disaster risk management system must be developed, 
especially for developing countries. Numerous institutions are already 
active in this area at an international level, in particular the UNISDR with 
the Hyogo Framework for Action The German Insurance Association 
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supports national platforms which actively accompany the UN process. As 
a national association the GDV does not have sufficient expertise in this 
field to provide a well-founded response to this question. 

 

4.1 Environmental liability and losses from industrial accidents 

Questions 16-17: What are the most important aspects to look at when 
designing financial security and insurance under the Environmental 
Liability Directive 2004/35/EC? Are there sufficient data and tools 
available to perform an integrated analysis of relevant and emerging 
industrial risks? How can data availability, sharing and tool transparency 
be ensured? How can co-operation between insurers, business and 
competent authorities be strengthened to improve the knowledge base of 
liabilities and losses from industrial accidents? 

Answer: 

The EU Commission has rightly rejected the introduction of compulsory 
measures for the provision of sufficient liability cover within the framework 
of the Environmental Liability Directive, even after the evaluation in 2010. 
Instead, the Member States, in accordance with the Directive, should 
establish the necessary framework conditions for the development of 
financial assurance systems on the free market. The insurance markets 
have successfully developed on a voluntary basis, as e.g. in Germany. 
There are numerous providers and the demand for corresponding 
insurance products, in the case of Germany, is high. Thus for the German 
insurance market it is of vital importance that insurance against liability 
risks resulting from the Environmental Liability Directive proceeds on a 
voluntary basis. Only then can it be guaranteed that the appropriate 
coverage can be provided for the respective risks. 

Industrial risks are subjected to a strict authorisation procedure in 
Germany. Within the framework of the authorisation procedure the 
authorities, as a general rule, require proof of corresponding insurance 
cover. As a result of this practice the insurer is informed of the existence 
of a new industrial risk before its authorisation.  

The German Insurance Association compiles statistics on environmental 
liability and environmental damage insurance (translation of the 
Environmental Liability Directive into national law). However data 
collection is difficult and only reliable when it is carried out over a longer 
time period of several years, i.e. decades. Due to the short period of data 
collection it is currently not possible to obtain reliable data on the 
insurance of industrial risks. 
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In Germany cooperation between insurers, industry and the responsible 
authorities is good, especially in cases of environmental damage. 
Knowledge of liabilities amongst insurers, industry and the responsible 
authorities is also widely available.  

 

4.3 Offshore oil and gas operators’ liability insurance 

Questions 18: Considering the specificities of the offshore oil and gas 
industry, what kind of innovative insurance mechanisms could be 
appropriate? Are there ways for the insurance industry to reduce the 
uncertainty regarding the assessment of risks and calculation of 
premiums? What type of information should be publicly available to 
promote the development of insurance market products to cover major 
accidents? 

Answer: 

On principle, operators of offshore plants can currently provide for their 
liability through capital resources, funds, guarantees or insurance. Here 
the operator is free to select a risk transfer solution tailored to his specific 
company and personal liability. An important advantage of risk protection 
by means of insurance is its capital neutrality, i.e. the entrepreneur can 
transfer his liability to the insurer without burdening his capital balance 
with provisions for potential loss scenarios or affecting his credit line at a 
financial institution. Following the catastrophe in the Gulf of Mexico, the 
insurance market in particular demonstrated its ability to develop quickly 
and appropriately in response to the resulting challenges. Special 
solutions were developed for the insurance of oil drilling projects capable 
of adequately covering the special risks faced by the operator. 

In light of such insurance mechanisms, the extremely difficult and highly 
complex risks associated with the offshore exploration and extraction of 
crude oil and natural gas require special treatment. Here safety aspects, 
operational reliability and emergency management play an important role. 
The aforementioned aspects are especially important for risk assessment 
and the corresponding calculation of premiums.  

 

4.4 Information rights of victims of man-made disasters 

Questions 19: Should contractual conditions of third-party liability 
insurance policies be disclosed to third parties in case of man-made 
disasters? If so, how? 
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Answer: 

Contractual conditions of third-party liability insurance policies should not 
be disclosed to third parties. 

The liability of the person responsible exists independent of an existing 
third-party liability insurance. In any case, such a damage claim must be 
lodged against the person responsible. Whether he has covered his 
operational risk with a third-party liability insurance should not play a role 
for such damage claims. Otherwise there is the danger that the publication 
of the contractual conditions could generate expectations which have no 
correlation with the loss suffered. 

 

5. Loss adjusting 

Questions 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? 

Answer: 

As discussed many times, taking out insurance as well as the claim itself 
are always a part of the national civil code. In light of this, a recognised 
expert for international civil law would be required in order to operate 
cross-border in the necessary detail. In addition, he would have to be 
fluent in several languages. Without this he would neither be in a position 
to correctly interpret the legal framework, i.e. the policy conditions, nor 
conduct a conversation with the insured, witnesses, experts etc. without it 
leading to misunderstandings. 

A loss adjuster is not capable of this. Neither is it his responsibility. His 
task is to establish the losses and their causes, process this information in 
light of the insurance policy and initiate the claims payment. This task can 
only be carried out in the required depth and with the diligence rightly 
expected by the customer in a national, and frequently only in a regional 
or local context. 

 

6. General remarks 

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 underrepresented? If so, which? 
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Answer: 

Graph no. 7 “overall and insured losses” is not interpreted correctly in the 
accompanying text. The “overall losses” contain losses incurred to the 
infrastructure (e.g. bridges and roads), which are not of market relevance 
as these are usually covered by the state’s self-insurance. As a 
consequence of the floods in August 2002 alone, the infrastructure losses 
carried by public authorities amounted to around 3.5 billion EUR. 
Consequently, the level of “insured losses” is far higher than indicated in 
the graph. As the Green Paper is exclusively concerned with the market-
relevant penetration rate of natural disaster insurance, the current 
presentation is misleading. 

As a rule, loss prevention is the key to successful and comprehensive 
insurance against natural hazards. Unfortunately, the Green Paper fails to 
pay sufficient attention to the active role of the insurance industry in the 
area of loss prevention. In Germany, for example, loss prevention bodies 
established by insurers have been in existence for more than 100 years. 
With the VdS Schadenverhütung GmbH in Cologne, the Institute for Loss 
Prevention and Loss Research in Kiel, together with numerous other 
corporate loss prevention units, the German market possesses 
internationally recognised expertise. Loss prevention concepts not only 
benefit industry, but above all citizens in the area of building protection. 
Active loss prevention is the precondition for a stable insurance system 
and low premiums. 

Furthermore: See the introduction to our statement on this issue. 

 

 

Berlin, 11th July 2013 


