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1 The value of insurance to Society 

Insurance is of value to society in several ways but the general awareness of insurance’s 
contributions to the overall economy and society is low. Policymakers, policyholders and the 
general public only start valuing insurance once a loss has been incurred and compensation 
is expected from insurance.  

Insurance’s most significant contribution to society is the provision of risk sharing, risk 
pooling and risk transfer abilities and loss prevention measures, which are inherent in the 
insurance business model and fundamental for a well-functioning economy. However, these 
contributions remain largely unseen,  

Insurance is governed by the limits of insurability; Nation States, the insurers of last resort, 
have no limits (if there several floods in the same location within a short time, they will often 
pay – event if they do not charge a premium).  

 

2 The Kyoto Statement of the Geneva Association—what insurers can do 

On 29 May 2009, 56 CEOs of the leading insurance companies of the world signed this 
Statement in the Hall of the Kyoto Protocol, in Kyoto, Japan. It defines the contributions 
insurers can make with regard to Customers, Policymakers, the COP process and within the 
Insurance Industry, and is still valid. 
http://www.genevaassociation.org/Portals/0/Kyoto_Statement_signed_14July09.pdf 

 

3 Climate Risks in the OECD - mitigation is global, adaptation and losses are local. 

On a local level, we can distinguish climate risks, which are normally insurable because they 
are sudden and accidental: Extreme weather events, such as wind storms, flash floods, 
and hail storms, mudslides—their intensity and frequency has increased in many areas 
over the past years. 

On a regional level, we can identify climate risks, many of which may not be insurable as 
they are foreseeable changes: thawing of permafrost, sea level rise in coastal areas,  

On a global level, ocean warming may cause sea level rise, which may lead to a reduction in 
fish stocks; atmosphere warming may lead to migrations of species (e.g. tiger mosquito 
with Dengue fever). 

 

4 Global risks 

It is important to remember that Climate Risks are only part of the risk landscape. 2011 was 
the worst year for insurance ever—see the Geneva Report 2011-annus horribilis  
http://www.genevaassociation.org/PDF/Geneva_Reports/GA-2012-Geneva_report[5].pdf. 

Of the total 2011 losses, 50 per cent were due to geo risks (volcanoes, earthquakes, 
tsunamis), and most happened in Asia. This is a reminder that many natural catastrophes 
are independent of Climate Change, for instance pandemics, solar storms; yet other major 
catastrophes are manmade, such as terrorism, technological disasters (Bhopal, Chernobyl). 

2011 showed another function of (re)insurance: risk and loss sharing geographically and 
over time to make insurance resilient to catastrophe events.   



 

5 Adaptation to Climate Risks  

Adaptation measures are often independent from the type of catastrophe.  Risk reduction 
measures (building resilient communities, with built-in redundancy) and post disaster 
preparedness (emergency services should be among the most resilient installations in a 
disaster) thus make sense in all regions world-wide, but adapted to cultural and regional 
conditions.  

Insurance can contribute to the pre-catastrophe and the post-catastrophe phases.   

• In the pre-catastrophe phase, by applying its risk engineering and loss prevention 
services (don’t build in flood plains, or only houses on pillars or floating houses 
(Holland)) to reduce risks and losses. In the past, insurance’s major contributions in 
this domain were e.g. the first fire brigades, which were private and financed by 
insurers; mandatory sprinkler systems in buildings with fire hazards. 

• In the post-catastrophe phase, by helping society to quickly jump back into function, by 
providing the funds for rebuilding infrastructure and vital services, and by helping 
individuals, by a rapid pay-out for physical damages and of life insurance policies, even 
if conditions were not fulfilled (e.g. after the 11 March events in Japan). 

In the case of natural catastrophe, private-public cooperation is often a condition for success:  
construction standards and zoning laws can only be imposed by public authorities, but may 
in turn make more risks insurable. Infrastructure must be insured before disaster strikes to 
ensure rapid reconstruction afterwards.    

In the case of ‘man-made’ (natural) disasters, adaptation measures and public-private 
cooperation are needed to reduce risks:  

• Cutting down mangrove forest to establish shrimp farms in coastal areas can only be 
stopped or reversed by public authorities.  

• Steadily increasing risks, such as concentrations of values and people in high risk 
areas, may at some point no longer be insurable; nation states can mitigate them 
through legislation or will have to pay for losses as ‘insurers of last resort’.  

• Flood risks in coastal areas, in the years up to 2030, are often caused by soil 
subsidence, not average sea level rise; the soil subsidence is caused by pumping 
water for agriculture or industry, or oil or gas for energy production, from underground 
natural reservoirs. 

 

6 Tools and actors  

UNISDR’s Hyogo agreement in 2005 has called for the establishment of National Chief Risk 
Officers (CROs) to create a comprehensive risk management approach. To my knowledge, 
only the PR of China has created this new office; other countries have traditionally had a 
similar function (often part of the armed forces in combination with civil protection).  

A national CRO would help in public-private partnerships, for example as a one-stop-shop for 
insurance companies.  
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