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Insurance and community resilience
• Assist financial recovery from adverse
natural events – reimbursing those
impacted
• Spreading the burden between
communities and over time
• Reducing the costs to the government of
post-event recovery since the insured will
receive insurance funds
• Influence mitigation behaviour

Characteristics of NZ flood insurance
Earthquake Commission
insurance
• EQCover funded by premium
surcharge on all household
policies
• Flood damages to land are
covered
• Capped liability based on the
average size of property and
professional valuation at time
of claim
• Increases to flood risk caused
by earthquakes and other perils

Household policy
• Dwellings flood insurance part
of a standard household policy
• Structural and contents
• Full replacement (new for old)
• Compulsory insurance for
mortgage holders
• Traditionally high penetration
• Offered by a small group of
private insurance companies
• Reinsured by the global market

Mehlhorn and Hausmann (2012)’s depiction of flood
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Assessing NZ insurance
ROBUSTNESS
• NZ insurance scores highly due to the pooling of the risk
and the transfer of risk between individuals
• Lack of compensation is positive element
EFFICIENCY
• Some aspects via the EQC – but the impact on flood is
minimal
• Scope for insurance to have a much greater impact
EQUITY
• Individual responsibility for flood recovery
• Solidaristic, risk-insensitive insurance

EQC insurance footprint – potential liability
and interaction with private insurers

EQC (2011)

Changes and emerging challenges to
flood insurance provision
• Move to a sum-insured value –
understanding of coverage
• Increasing insurance premiums by c.30%
• Increasing government regulation
• Increasing awareness of the degree of flood
risk – improving technology
• Balance between the EQC and private
insurance - value of the EQC insured value
cap
• Continuation of land cover against flood

© NZ Ministry for the
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The future resilience of
older people through flood
insurance

http://blogs.asce.org/

http://www.tcdc.govt.nz/

Maintaining the affordability of flood
insurance for older people
• Increasing cost of insurance – premium
increases of about a third
• Reducing insurance penetration – in
particular for contents
• Impact of move towards a sum-insured
on premiums
• Fixed incomes of older people
• Older residents may have paid off their
mortgages – lack incentives for uptake of
insurance
www.avanteinsurance.com

• The use of electronic communication

Maintaining the availability of flood
insurance for older people
• Increased risk awareness and concern
about future flood risks
• Move towards flood-risk based pricing potential withdrawal of insurance in high
flood risk areas.
www.chicagonow.com

http://ecan.govt.nz

• Fixed incomes and uninsured – have
greater difficulties in self-insuring and
recovery post-event.
• But may incentivise mitigation and also
impact upon the prevention of
development in high risk areas

Increasing exposure of older people to
flood risks
• Concerns that inappropriate
developments in flood risk areas still
going ahead
• In particular residences targeted at
older people – retirement villages
• Increasing importance of disclosure
– improving knowledge of flood
risks and options
• Awareness targeted at older people
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Ensuring the effectiveness of flood
insurance
• Maintain adequate insurance coverage
and utilise that coverage
• Ensuring older people claim from their
insurance policy
www.bepreparedyuba.org

• May require additional information and
assistance in the claims process.
• Potentially less able to organise their
own repairs –unable to benefit from fasttracked processes

www.insurance-desk.com

• Prioritising older, vulnerable residents’
claims – local advocates

Increasing insurance-incentivised flood
mitigation
• Many barriers to flood mitigation
• Affordability – problematic for those on
fixed incomes
• Favoured mitigation options may be
unsuitable for older people – e.g.
house raising; flood gates or flood
doors

www.dailymail.co.uk

• Focus on permanent measures and
those which do not require activation –
resilience repair or rebuild
www.olympic-construction.co.uk

Flood insurance headlines
Current flood risks
• Flood insurance is currently widespread and is
assisting recovery and financial resilience
• But number of challenges emerging which is
threatening the financial resilience that insurance
provides
Managing future flood risks
• Few examples of insurance enhancing resilience –
focus is currently on replacement
• Many current barriers to resilience and mitigation
measures (awareness, cost, acceptance by insurers)

Towards increasing resilience of older
people through flood insurance
• Insurance providers moving towards a situation where
they are able to assess and want to price flood risk
• Risk reduction and adaptation approaches:
i.

Incentivise the uptake of flood mitigation and loss
reduction measures through premiums and deductibles
and the exclusion of at risk properties

ii.

Special conditions on policy holders e.g. compliance
with special building standards

• Greater role for insurers in lobbying government about
better management and awareness of flood risks
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