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Insurance Policy Section 

Department of Finance 

Government Buildings 

Upper Merrion Street 

Dublin 2 

D02 R583 

 

5 November 2019 

 

A Chara, 

 

Re: Public Consultation on Climate Change and Insurance 

 

The Council appreciates the Department’s consideration of insurance related matters in a 

climate change context. Public awareness of climate risk and the need for adaptation is poor. 

This deficit needs to be addressed as ultimately behaviour and investments by the private 

sector, individuals and households will shape vulnerability and resilience to climate change. 

In addition to financial compensation for losses after an extreme weather event, insurance 

can provide incentives to increase understanding of risk and take steps to reduce it while 

seeking to avoid maladaptation.  

 

As the Governor of the Central Bank noted in his economic letter on Climate Change and the 

Irish Financial System (Lane, 2019), households face the prospect of more expensive and/or 

more curtailed insurance due to climate change, adding that even allowing for public 

investment in flood relief, more expensive premia or exposure to non-insurable risks mean 

that home owners will have to build up rainy-day funds to cover or absorb these risk events.  

 

In November 2018, the European Commission published an evaluation of the EU strategy on 

adaptation. The published evaluation package also contains assessments of each EU 

Member State’s national adaptation policies under an adaptation preparedness scoreboard 

prepared by the Commission. The assessment shows a number of areas where further 

progress is required and found that in Ireland, adaptation has not been mainstreamed in 

insurance or alternative policy instruments, where relevant, to provide incentives for 

investments in risk prevention. Further engagement with other European countries on 

addressing the issue of insurance and climate change should take place.  
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Overall, the Council considers that climate change and insurance policy should integrate 

more closely with the National Adaptation Framework, along with sectoral and local 

adaptation policy under it. This should include considering potential risks such as changes in 

forest fires and wind speeds or storminess due to climate change. The Framework 

recognises that vulnerable socio-economic groups are the least well equipped to engage in 

autonomous adaptation such as the purchase of flood insurance. Though introduced in the 

consultation paper, this requires further consideration by the Department. 

 

Current policy as described in the consultation paper, focuses on flood relief measures at 

OPW and local authority level, complemented by targeted humanitarian assistance in each 

flood event. However further consideration should be given to how insurance can provide a 

financial incentive for high risk households themselves to take action to prevent flooding 

losses and increase property-level flood resilience. To avoid similar issues to those arising 

from demountable flood protection and the reported lack of impact on the cost of insurance 

of property level measures in the UK, the industry and households must be involved in 

implementing such solutions. Similarly, the use of green adaptation solutions should also be 

considered further.  

 

Flooding can have significant economic consequences for communities, along with mental 

and physical health impacts on individuals. Reducing the wait for insurance payments is a 

consideration in ensuring a speedy recovery. This may merit further consideration by the 

Department.  

 

Prevention is a key element of adaptation, particularly in the context of planning new 

developments, new infrastructure and sustainable land use. Insurance costs can have an 

important role in signalling where or where not to locate/build, in ensuring households do not 

ignore flood risk and in incentivising adaptation measures. This role should be maintained 

and emphasised. It is preferable to avoid development in areas at risk of flooding, rather 

than making costly flood management investments in the future while also ensuring that new 

development incorporates sustainable urban drainage etc. These linkages should be 

considered further by the Department. Given the risks of coastal flooding, the consultation 

paper also confirms the Council’s view that there is need for a more integrated approach to 

addressing risks and building resilience on our coasts. 

 

Regarding data and monitoring our climate resilience, mechanisms should be put in place to 

ensure the number of homes and businesses in high-risk flood areas that have no insurance 

can be calculated and tracked. This may form part of any future national adaptation indicator 
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set. Similarly, further work is required on the collation of information on the economic losses, 

costs and damage arising from extreme events. It would also be useful if the climate 

projections used by the industry to guide their decision making were available. 

 

Finally, climate change will also have significant implications for the wider financial system in 

areas such as mortgages and investment funds. Further work by the Department, and also 

by the Central Bank, to assess such impacts is required. 

 

Should you wish to clarify any of the points above, please contact myself directly or the 

Climate Change Advisory Council Secretariat info@climatecouncil.ie or phone 01 2680180. 

 

Yours sincerely, 

 

 

Prof. John FitzGerald 

Chair 

Climate Change Advisory Council 
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