
Green Party - Comhaontas Glas
Submission to the Public Consultation on 

Climate Change and Insurance



Introduction

Insurance is an important component of Ireland’s economy. The transfer of selected risks to 
insurance companies allows individuals and businesses to take risks enabling all aspects of our 
economy. On a more personal level insurance, when in place, can support individuals and 
families through fire, flood, bereavement and illness.

We note that this consultation focuses on the impact of climate change on flooding, this will 
anchor responses around the topic of flooding. Climate change however will affect far more than
just flooding. Irish infrastructure is not built to deal with extremes of temperature, droughts, sea 
levels or winds that might arise, and the knock on impacts from increased erosion. All types of 
Insurance will be affected directly and indirectly.

Insurance in Ireland
The Irish private insurance market is served by insurance companies based in Ireland, and 
those who sell into Ireland from other European countries. Many of these companies ceed some
or all of the risks on to reinsurance companies. Non-life policies are generally short term, and 
therefore prices to consumers can be volatile, and can rise significantly following claims. The 
market is dominated by profit driven public and private companies.

The principled arguments for the efficiency of private insurance companies turn on the 
‘disciplining’ effect of market competition. Over the last number of years the Irish insurance 
industry has lagged in competitiveness and there is a case to be made that it would continue to 
do so in the emerging and complex realm of climate responsive insurance. State operated 
insurance schemes can also be fraught with difficulty in execution and are often not suitably 
reactive to market pressures, as has been demonstrated by the American model of crop 
insurance.1 However such state overseen projects do allow for a diversity in function within the 
industry for communities or individuals, such as farmers, who will be significantly impacted by 
climate change but have few resources to adapt to its strictures. In this context state 
intervention may be seen as part of the Just Transition methodology already adopted by the 
Irish government in budget 2020.

Insurance and Flood Risks
Insurance operates best for low likelihood, but costly events. By pooling these low likelihood 
risks, insurance companies can offer affordable cover. As the environment we live in changes 
there are areas where the likelihood to flooding will likely increase significantly.

A key consideration for this consultation should be fairness. For insurance companies it is not 
always straightforward to balance the interests of the customers affected by an issue, and the 
interests of other policyholders who may be directly or indirectly cross subsidising cover.  The 
UK has chosen to have all households subsidise the highest risk households. In this way 
FloodRe acts as an indirect tax on insurance customers, and while it does benefit some Flood 

1 Annan, Francis, and Wolfram Schlenker. 2015. "Federal Crop Insurance and the Disincentive to Adapt 
to Extreme Heat." American Economic Review, 105 (5): 262-66.  



exposed homes, in 2019 the scheme only covers around 47% of homes in the affected high risk
areas2.

Dealing with flood risks needs a holistic approach, and risk reduction should be the starting 
point. Preventing houses being built in areas of flood risk, embracing natural floodplains and 
more forestry should be the primary conversation when thinking about flooding.

Ireland has an opportunity now to work with insurance companies and leveraging information 
from state bodies such as the OPW3 to identify homes where individuals may be at risk of 
flooding, and assessing the best approach for the country and the individuals affected. Offering 
alternative options including IPP, insurance coverage supports and even relocation supports for 
worst affected homes would allow the state to best support the needs of the individual homes in 
a cost effective manner.

Other Insurance Risks
How climate change and how we respond to climate change will affect insurance. 

- House insurance will also be affected through wind exposure and land erosion
- Farmers will be hit by the changing climate in unexpected ways (both the challenges of 

harsher winters, droughts, water incursion, invasive species and even good weather 
spells forced harvests of strawberries to be abandoned in the fields). We expect 
changes to agricultural output due to soil degradation

- Business Interruption
- Travel insurance 
- Etc etc

The question for the department is whether we can wait to see how pricing changes, or do we 
know that some individuals will be affected similarly to those at risk of flooding? 

Insurance can influence behaviour
Insurers can have a positive influence on customer behaviour. Insurance companies have 
maximised profits by reducing car accidents and increasing life expectancies by encouraging 
customers to alter their behaviours4. From encouraging house alarms to punishing drivers with 
older cars the price of insurance premiums can have a direct influence on customers.

In a similar way insurers can contribute to customer behaviour by rewarding houses where flood
resilience measures are in place and contributing to the identification of at-risk houses. 

The insurance industry is currently pricing activities such as play-centres and public access to 
walks5 as high risk activities. What knock on impacts will this have on consumption, and 
attitudes to alternative modes of transport such as cycling? 
More directly Insurers have encouraged tree felling following recent storm activity, however this 

2 https://www.floodre.co.uk/wp-content/uploads/Flood-Re-Annual-Report-2019.pdf (164.5k 
policies, with 350k homes mentioned in the consultation itself)
3 http://www.floodmaps.ie/ (An OPW site with data on flooding)
4 http://www.actuaries.org/PRESIDENTS/Documents/CapeTown2/Wellness_Mortality_BigData_Stipp.pdf
5 Irish Independent : Woodland charity faces crippling bills as it's forced to defend personal injury claim 

https://www.independent.ie/irish-news/courts/woodland-charity-faces-crippling-bills-as-its-forced-to-defend-personal-injury-claim-38568692.html
http://www.actuaries.org/PRESIDENTS/Documents/CapeTown2/Wellness_Mortality_BigData_Stipp.pdf
http://www.floodmaps.ie/
https://www.floodre.co.uk/wp-content/uploads/Flood-Re-Annual-Report-2019.pdf


is a short term solution and is likely to make communities more vulnerable to heavy rains, air 
pollution and soil degradation. 

The department should consider what behaviours we want to encourage, and how insurance 
premiums today might affect individual behaviours.

Insurance as a polluter
The insurance industry in Ireland is dominated by profit driven companies, therefore it should 
not be assumed that insurers prioritise their customers needs, or the wider public. Insurance 
contributes directly and indirectly to climate change through the businesses that they facilitate, 
the investments that they have and the behaviours that they encourage.

It should be welcomed that some large insurance groups are starting to refuse to cover to major 
polluters6. This however is not a policy of the overall insurance industry. Insurance companies 
are both facilitating, and profiting from the damage of our environment.

Insurance directly and indirectly invests in polluting and other unethical companies using both 
their shareholder funds, and the investments of their customers. This is often an unconscious 
choice made on behalf of customers who invest in generic funds which include these major 
polluters. Insurers should divest themselves, as well as at least offering ethical choices to their 
customers. There is some evidence that ethical funds outperform traditional funds7. The only 
responsible approach for insurance companies is to reflect the carbon bubble that will lead to 
polluters underperforming in future years as action on climate change ramps up.

Insurers also cause unintended behavioural changes. For example, by pricing based on the 
data available, insurers may disincentivise EV adoption8. As with flooding and all types of 
insurance, companies should be expected to firstly manage risks before loading up premiums 
for these risks.

6 https://www.dw.com/en/allianz-stops-insuring-coal-companies/a-43655246 
7 https://www.mckinsey.com/business-functions/organization/our-insights/why-diversity-matters
https://citywire.co.uk/new-model-adviser/news/ethical-investing-takes-off-as-funds-outperform/a1095819
8 Society of Actuaries Event : Machine learning motor pricing and lessons learnt scandinavia related 
electric cars 

https://web.actuaries.ie/events/2019/08/machine-learning-motor-pricing-and-lessons-learnt-scandinavia-related-electric-cars
https://web.actuaries.ie/events/2019/08/machine-learning-motor-pricing-and-lessons-learnt-scandinavia-related-electric-cars
https://citywire.co.uk/new-model-adviser/news/ethical-investing-takes-off-as-funds-outperform/a1095819
https://www.mckinsey.com/business-functions/organization/our-insights/why-diversity-matters
https://www.dw.com/en/allianz-stops-insuring-coal-companies/a-43655246


Insurance companies are uniquely placed to leverage the data they have available to identify 
risks, and the best risk mitigation approaches. Insurers should be expected to use their 
expertise responsibly, however the financial sector is very unlikely to move on their own, and 
has shown amazing reluctance to change in the face of staff or market influences to date. 

Recommendations 

Consider all Risks : The department should consider the impacts of climate change on the 
financial industry and insurance. This should systematically cover all aspects of climate change 
as people in floodplains and coastal areas will not be the only ones affected by climate change.

Encourage sustainable products and practices : The insurance industry has only begun to 
develop ethical insurance products. The department should look at ways of promoting the 
development of these ethical products. This could include compelling companies to include 
ethical investment options for all policies, or amending the tax reliefs on pensions and other 
savings products. 

Punish unsustainable products and practices : The green party believes that some form of 
legislation will be required to remove the incentive for insurance companies to themselves 
incentivise polluting behaviours. This will give a framework for companies to evaluate their suite 
of products in the context of climate change, and also give a framework for future punishment of
senior management where companies continue to fail public interests.

Promote and Enforce sustainable practices : While the CBI has responsibility for the prudential 
management of the insurance industry, the department should consider where responsibility lies
for encouraging and monitoring insurers practices in relation to climate related risks. As with 
customer protection this may not be best managed by the CBI, whose primary focus is financial 
stability.

Intervene in the market : The department should consider where intervention in the market may 
be required, and the options available. Prevention (i.e. resilience measures) is better than the 
cure (i.e. insurance payouts), however it is likely that some individuals may not be able to afford 
their insurance. For these individuals the department should assess the best approach for the 
country and the individuals affected. Offering alternative options including IPP, insurance 
coverage supports and even relocation supports for worst affected homes would allow the state 
to best support the needs of the individual homes in a cost effective manner.

The department should also consider a range of alternative insurance models such as the 
american crop insurance model, and New Zealand’s “no fault” car insurance model. As flooding 
in the UK is demonstrating, the existing model for insurance may not be sufficient.


