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INTRODUCTION





Managing the risks associated with technological innovation is a task shared by the private sector and the State. The concept of insurability is the key to defining the boundary – and the overlap – between the respective roles of the private and public sectors. The current drive for sustainable development and the application of the precautionary principle, which resonates with the concept of insurability, adds urgency to the task of understanding the role of insurance companies and insurance-based mechanisms in managing technological risk. 





This seminar introduced the INTEREST project, funded under the EU’s STRATA (STRATegic Analysis of specific political issues) Programme, which directly confronts the challenge of insurability and technological risk. It will provide a platform for international insurance experts to provide their insights into this challenge. The seminar addressed questions such as: what opportunities exist for promoting sustainable development through innovation by adjusting responsibility patterns vis-à-vis risk between private sector actors on the one hand and regulators and policymakers on the other? how can sustainable development innovation be promoted using risk management mechanisms from insurance? how can sustainable development innovation can be promoted by the insurance sector using a wider set of tools to improve its capacity to manage novel risks?








NOTE OF PROCEEDINGS 





The following only summarises the comments received in response to the various presentations. Annex A has the seminar agenda, and Annex B copies of the presentations.


Morning Session





Welcome address by Patrick Liedtke (Geneva Association)





Introduction by G-P Brugnoli (Assicurazioni Generali Trieste)





Guenter Clar, European Commission (DG Research): ‘Foresight – improving the management of risk in policy-making’.





Representatives of the insurance sector welcomed the European Commission’s interest in insurance-related issues, and encouraged more interaction between policy-makers, academics and insurance specialists.





�Jim Skea, Policy Studies Institute, ‘Insurance, risk and technological change: the INTEREST project’.





It was suggested that the results of the INTEREST project should be disseminated to the insurance sector (at company level), and not just to academic and policy-making circles. It was also recommended that the case studies should be as concrete as possible (wind-energy was mentioned as an example).





Gerry Dickinson, City Business School London, ‘On the concept of insurability’.





It was proposed that insurers and government engage more thoroughly in a dialogue, with a view to putting in place regulations that induce sustainable development. One commentator argued that insurability was not just about having knowledge of P (probability/likelihood of an adverse event) and S (extent/scale of event), as in R = P x S, but as much about the willingness of the insurer to cover risk depending on a number of factors, including: size of portfolio; availability of re-insurance; size of own reserve; preparedness of insurer to accept risk; general premium level on the market re: risk issue; and the morality of the applicant.





Uno Svedin, Linköping University, ‘Sustainable development, risk and R&D policy’





Discussion following this presentation confirmed the challenges associated with managing technological risks in the context of sustainable development, with policy issues such as climate change demanding particularly innovative solutions.


Afternoon Session


Bas de Laat, Technopolis: ‘Innovation Theories and Insurance Practices -Opportunities and Challenges





The discussion following this presentation focused on two main issues: a) the role of public debate and engagement; and b)  the relationship between packages of risks and the readjustment of the associated price through reinsurance and/or financial contract. Some participants argued that there was a need to clarify and take into account socio-political risks and promote legitimacy among the stakeholders. It was noted that many companies outside the insurance sector engaged quite directly with customers/stakeholders. It was also noted that some stakeholders did not want to engage with insurers, c.f. magistrates’ refusal to be involved in policy debate about issue such as lead. Some questioned the ability to establish the price of “risk” when innovative technologies are at stake. Others pointed out the further practical “insurability” issues which had been identified in the morning.


Dirk Kohler and Jean-Michel Ribouleau, GSDP-Gerling: ‘Performance bonds and sustainable technologies- progress of the financial sector on global climate change’





Discussions following this presentation highlighted a number of key issues. Gerling’s performance bonds operated differently from public sector loans for RTD because Gerling intervened at the implementation stage and not during the R&D process. It was clear however that Gerling were not involved in insuring entrepreneurial risk. A key point was that Gerling was establishing new relationships between insurers and customers. This required the company to assess the maximum risks associated with a project in a scientific rather than a statistical way. Gerling needed to have internal knowledge of the operations of the insured to evaluate the innovation process. There were a fundamental set of links between the concept of insurability and customer knowledge management. Other points were that a well-defined set of evaluation criteria were needed in this area, and there were interesting issues concerning IPR and knowledge transfer among companies. 


Orio Giarini, Geneva Association, ‘Insurability and public/private sector roles in risk management’





Orio Giarini reflected on the days presentations and discussion, providing a further opportunity to consider the growing importance of managing uncertainty. On Dr Clar’s presentation, it was clear that requests about the evolution of insurance were coming from outside the industry. Insurance could be seen as a tool to understand our modern society. Insurance has been somewhat ignored by the economics profession. However, we need new types of governance to manage uncertainty, vulnerability and precaution. As well as  the “classic” technical vulnerabilities we have to consider also social vulnerabilities. Technology and science produce increasingly reliable results but there is a residual risk which creates a paradox: at the end of the day, levels of risk are increasing. There was clear need to link the themes of risk management, insurability and technology assessment.





In moving forward, we needed to maintain two perspectives: a) insurance companies have to sell a product; b) at the same time they need to take a global view and understand the world in which we are operating. Insurance is an instrument of control. Insurers have to select the risks they cover, but there first instinct must be to say “no!”





There are both differences and complementarities between banking and insurance. In one sense, insurance and sustainability are intrinsically linked. Both are about protecting assets and embody notions of the long-term and precaution. 





Government is of course the insurer of last resort. When it pays, it is supported by the fiscal system. Insurance is a business, a collective organisation among a number of identify risks There are therefore fundamental differences between insurance and social security.


Sum-up and conclusions





The Chair summed up by identifying four points which he felt had emerged from the days discussions:





there was a growing interest in the role that insurance and insurance-based mechanisms could play in managing technological risks





There were clear overlaps between the concepts of insurability, sustainability and innovation, but much remained to be done to understand the “fit” between them





Insurability could be viewed both in conceptual terms and with reference to commercial realities – these perspectives complemented  rather than contradicted each other. 





It was possible to push back the envelope of insurability and develop practical new insurance products, as Gerling had demonstrated. 








�ANNEX A: AGENDA





MORE 16 – Seminar of the Geneva Association


Research programme on Management of Risks in Engineering


Organised jointly with Assicurazioni Generali, Trieste


Mogliano-Venice, October 29 – 30 2001








Day 1: October 29 2001


The concept of insurability and the INTEREST research project





Start of the Seminar


Chair of the day: Jim Skea, Policy Studies Institute


�
9:00�
Welcome by Patrick Liedtke, Secretary General of the Geneva Association�
�
�
9:10�
Dr Guenter Clar, DG-Research, European Commission


Foresight: Improving the Management of Risk in Policy Making�
�
�
9:50�
Jim Skea, Policy Studies Institute


Insurance, Risk and Technological Change: The INTEREST Project�
�
10:30�
�
Coffee break�
�
�
11:00�
Gerry Dickinson, City University Business School�On the Concept of Insurability�
�
�
11:40�
Uno Svedin, University of Linköping�Sustainable Development, Risk and R&D Policy�
�
12:30�
�
Lunch break�
�
�
14:00�
Bastian de Laat, Technopolis France �Innovation Theories and Insurance Practices:�Opportunities and Challenges


�
�
�
14:40�
Dirk Koehler and Jean-Michel Ribouleau, �Gerling Sustainable Development GMBh�Performance Bonds and Sustainable Technologies�
�
15:30�
�
Coffee Break�
�
�
16:00�
Orio Giarini, Geneva Association�Insurability and public/private sector roles in risk management�
�
�
16:50�
Sum-up and conclusions�
�
18:00�
�
Seminar adjourned�
�



�
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Improving the Management of Risk in Policy Making





Dr Guenter Clar, DG-Research, European Commission
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Uno Svedin, University of Linköping
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Performance Bonds and Sustainable Technologies





Dirk Koehler and Jean-Michel Ribouleau, 


Gerling Sustainable Development GMBh
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