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ABSTRACT

Given the ongoing climate crisis, the frequency and severity of natural disasters are increasing. These events result in enormous

reconstruction costs, pose a high burden on state budgets, and potentially drive homeowners into private insolvency. One policy
instrument for collectively covering such costs is a compulsory insurance scheme for natural hazards. As the impact of natural
disasters is uneven, introducing mandatory insurance regulation has a range of social and financial implications. While some
European countries have introduced compulsory schemes, others have adopted different policy responses. Taking this variation

as the main puzzle, I consider what factors can explain the introduction of compulsory insurance for natural hazards. Building on

public risk and quiet politics literature, I identify several factors and test these against three empirical cases: Germany, Austria,

and Switzerland. This analysis finds that focusing events are necessary for policy change, but the position and power of interest

groups, as well as exogenous shocks within the EU context, were also crucial to explaining the introduction, rejection, and even
termination of compulsory insurance schemes for natural hazards.

1 | Introduction

Climate-related extreme events, such as floods or avalanches,
are set to increase in the wake of the growing climate crisis.
Damages arising from these types of events represent a major
economic threat for both individuals and states. Individuals
risk losing their properties and homes without having the ca-
pacity or resources to rebuild, while states face high financial
and economic burdens linked to the cost of recovery and the
economic impact of natural disasters, which can lead to market
destabilization, rising unemployment rates, and supply short-
ages. In a 1.5°C warming scenario, it is predicted that economic
losses due to extreme weather will nearly double in the EU by
2050, while a 3°C temperature increase would augment drought
losses by 20 billion EUR per year by the end of the century
(European Commission 2022). Although it is certain that natu-
ral disasters are becoming more frequent and severe (European
Commission 2021), almost all countries struggle to implement
policies protecting against these risks. One key instrument for

pooling the financial risks associated with natural disasters
and reducing the economic burden on public finances is natu-
ral hazard insurance. From the 50 billion EUR economic losses
due to weather and climate-related extreme events in EEA-32!
member states between 1980 and 2020, only one quarter or one
third were insured (EEA 2021). There also exists significant
cross-country variation: Several European countries, such as
France, the Netherlands, and Denmark, have insurance cover-
age of more than 50% of the economic losses caused by weather-
and climate-related events, whereas other countries, like Italy,
Hungary, and Lithuania, have an insurance rate of less than 5%
(EEA 2021).

The overall socio-economic costs of extreme events not only de-
pend on the severity of the damage, but also on how swiftly re-
construction is organized (European Central Bank and EIOPA
2024). Several studies show that the impact of disasters on GDP
growth is mitigated through insurance coverage (Von Peter
et al. 2012; Poontirakul et al. 2017). Research suggests that 50%
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insurance coverage can reduce the negative impact of severe
natural disasters on economic growth by 40%, as such cover-
age allows for a swifter, better coordinated, and more regulated
recovery process (S&P 2015). Countries with a high insurance
protection gap often face a double burden: these countries often
lack the financial capacity to cover large-scale recovery costs,
whilst also being among those with the highest risk of natural
disasters.

When considering the inter-individual level, natural disasters
typically have an uneven impact. Wealthier households have
greater financial, social, and emotional capacities to recover
from natural catastrophes (Friberg 2022; Masozera et al. 2017).
In addition, state relief funding often benefits wealthier areas
while neglecting poorer ones (e.g., Emrich et al. 2022). It is fea-
sible that regulatory gaps in natural hazards protection and
compensation can contribute to social unrest, especially when
certain areas experience severe effects from disasters, such as
floods or fires, without having, or receiving, the support and
capacity needed for recovery. The EU has recognized the ur-
gency of these eco-social risks and examined different strategies
for overcoming the climate protection gap with the frame-
work its “Climate Resilience Dialogue” program (European
Commission 2021).

T argue that a key eco-social instrument is the introduction of a
compulsory insurance scheme for natural hazards?. This type
of regulatory policy, which can apply to both property owners
and corporate property—has several advantages: it reduces
the costs borne by states, and it lowers the likelihood of social
emergencies consequent of unregulated and disorganized crisis
reactions. Compulsory insurance also reduces social inequali-
ties that result from the different levels of resource capacity and
structural preparedness to deal with natural disasters. Since in-
surance claims are certain to increase given the ongoing climate
crisis—in fact, it is estimated that global property catastrophe
premiums are set to increase by up to 41% (USD 183 billion) until
2040 due to climate risk (Swiss Re 2021)—it is likely that premi-
ums will become much more expensive, which further reduces
insurance coverage (McAneney et al. 2016). Compulsory insur-
ance can thus be a useful policy instrument to prevent insurance
from becoming unaffordable.

I argue that compulsory natural hazard insurance is an eco-
social policy, as it reconciles welfare and ecological objec-
tives by having a positive effect on the environment and by
redistributing resources from upper to lower-income groups
(Bohnenberger 2023; Gugushvili and Otto 2021). First, making
insurance mandatory leads to more climate-conscious urban
planning and more preventive measures against natural disas-
ters by homeowners to reduce premiums. Second, depending on
insurance design, mandatory insurance is progressive because
governments can influence the amount of the premium that
poor homeowners otherwise could not afford. Third, since in-
surers cover the costs of damages instead of taxpayers through
governmental relief programs, low-income individuals who only
rent their home are not involved in reconstruction costs.

Several European countries, including France, Spain, Belgium,
and Romania, have introduced compulsory schemes for nat-
ural disaster insurance, while many other countries, such as

Germany or the Netherlands, have not. Typical country clus-
ters related to geography or policy are not evident in this area.
Neither those countries with high overall insurance rates (such
as Germany) nor those with the highest risk of natural disasters
(such as Italy) have introduced mandatory insurance for natural
hazards. Given this puzzling cross-country variation, this article
explores the underlying research question behind these different
policy approaches, but also how far different insurance models
impact social inequalities in the wake of the climate crisis. Thus,
the two guiding research questions are: How does insurance for
natural disasters impact eco-social vulnerabilities? Which fac-
tors shape the introduction of compulsory insurance for natural
disasters?

Regulation on natural disaster insurance has been recognized
as an important instrument within the state's toolbox for re-
sponding to climate change, yet there has been limited explora-
tion of the topic within political science. A significant literature
has emerged from behavioral economics and psychology ex-
amining individuals' willingness to purchase insurance (e.g.,
Kahnemann and Tversky 1974; Kusuma et al. 2019; Raschky
and Weck-Hannemann 2007). However, research examining
why states do (not) introduce mandatory insurance is few and
comprised solely of case studies (see Gizzi et al. 2016 for Italy;
Schwarze and Wagner 2006 for Germany). Recognizing that
eco-social insurance is one of the most urgent bottlenecks in
research on eco-social policy (Bohnenberger 2023), this article
contributes to closing this gap.

This study is structured as follows: Section 2 presents the cur-
rent state of literature and gives an overview of different insur-
ance models related to natural hazards. Here, I elaborate on how
different insurance models influence eco-social vulnerabilities.
In Section 3, I develop several explanatory factors linked to
compulsory insurance schemes for natural disasters and formu-
late specific hypotheses for testing. The explanatory variables
are drawn from the Multiple Streams Framework (MSF) and
linked to factors such as interest groups, partisan politics, pub-
lic salience, multi-level governance, and problem pressure. In
Section 4, I elaborate on the case selection, as well as the data
and methods used for analysis. More precisely, I compare three
most likely cases: Germany with a voluntary insurance system,
Austria with a publicly financed recovery fund, and Switzerland
with a compulsory insurance for natural hazards. Their compa-
rable exposure to natural hazards and risk culture, but varying
roles of interest groups and multilevel governance make them
interesting cases to compare. In Section 5, I present empirical
findings based on the qualitative case studies. Section 6 dis-
cusses the results and reflects on limitations. In Section 7, I
suggest avenues for further research and consider the role of in-
surance systems to reduce eco-social risks given the rising num-
bers of natural catastrophes.

2 | Literature Review: Insurance Models in
Europe and Their Impact on Social Inequality

We are all familiar with the images: heavy rainfall turns a
peaceful stream into a raging torrent that sweeps away houses
and other objects. Such hazards turn into disasters if peo-
ple are exposed to the hazard and are not fully absorbing the
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impact without damage to life or property (Paul 2011; Neumayer
et al. 2014). Since homeownership is the most important asset
in household portfolios, extreme weather events can lead people
into private bankruptcy. In the wake of the climate crisis, nat-
ural hazards insurance has taken on a whole new significance.
Previously, the risk of natural disasters was much lower, and ex-
treme events tended to be labeled as “millennium floods” or de-
fined as isolated occurrences. The Intergovernmental Panel on
Climate Change (IPCC) predicts that the frequency and severity
of heat waves, rising wind speed, precipitation, and droughts
will continue to increase (IPCC 2012). As a result, insurance
companies are concerned that natural disasters may no longer
be an insurable risk (Rollinger 2023). If homeowners have in-
surance for natural hazards, the insurance companies cover the
costs of all necessary repair work, including the complete recon-
struction of the building if needed. Thus, insurance for natural
hazardsis a protection against financial losses due to the climate
crisis.

Aware of the economic and financial risk, the EU and govern-
ments at all levels have become increasingly concerned with
finding policy solutions that reduce exposure and vulnerability
to hazards on the one hand, and mitigate economic losses on
the other. Academic literature divides these policy responses
into different models depending on how states or other public
entities, such as the EU and regional governments, approach
the public risks associated with natural hazards (Porrini and
Schwarze 2012). These models can be grouped into three cat-
egories: voluntary insurance (Model I); compulsory insurance
(Model 2 with three subtypes), and collectively financed recovery
funds (Model 3). These three models inter alia vary according
to the (1) degree of regulation, (2) state involvement, and (3) in
how far they decrease eco-social vulnerabilities. Table 1 gives an
overview of the different insurance models, within which differ-
ent policy designs are conceivable.

These models not only differ in terms of regulatory framework
and state involvement, they also shape inequalities between in-
dividuals and overall welfare goals. The first aim of this paper
is to answer how insurance for natural disasters impacts eco-
social vulnerabilities, which I will elaborate on in the following.

Eco-social vulnerabilities add to the classical old and new social
risks and are more complex and intertwined in nature. For in-
stance, low-income individuals are more likely to live in old and
poorly protected houses that easily fall victim to a flood event.
Without having the resources to repair, homelessness, job loss,
and serious health issues are realistic consequences. Insurance
models can be a suitable tool to reduce these vulnerabilities.

Model 1, voluntary insurance, operate without any guarantee
of state intervention and almost any regulation. Since premi-
ums are higher if insurance is voluntary, economically inse-
cure houseowners are less able to afford an insurance and are
more exposed to the effects of extreme weather events (Leal
et al. 2022). Thus, it is likely that a broader cohort of unin-
sured homeowners are either dependent on private or public
donations or unable to afford the high costs of new construc-
tion. Economists suggest these types of risks can be linked to
moral or charity hazards: Property owners anticipate they will
receive public or private support should they be affected and

suffering (Neumayer et al. 2014). As a result, they neither insure
their property nor adopt other protective and preventive mea-
sures (Gizzi et al. 2021; Raschky and Weck-Hannemann 2007).
In fact, voluntary insurance often requires government to take
action in order to reconstruct buildings. Previous studies find
that in countries where state relief payments are implemented
ad-hoc after natural disasters, such as Germany and Italy, insur-
ance coverage tends to be low in comparison to countries where
no government relief system is implemented, like the UK (Faure
2006). In most cases, ad-hoc governmental relief is not a legally
secured right, even though it has often become an established
practice and citizens assume the state has an obligation to re-
build private property after natural disasters (Gizzi et al. 2016).
Kousky et al. (2014) provide causal estimates that ‘a $1 increase
in average aid grants in the United States grants decreases aver-
age insurance coverage by about $6.

Thus, in the end, all taxpayers, also those that are economically
insecure and do not own property, have de facto to bear the costs.
Given the rising frequency and severity of natural disasters, this
might result in a welfare —environment trade-off, where govern-
ments need to reduce welfare benefits for being able to tackle
natural disasters. Therefore, Model 1 is not well suited to reduce
eco-social risks.

Model 2, compulsory insurance, involves the state through vary-
ing degrees of regulation. Depending on the precise subtype,
compulsory insurance can lower eco-social risks due to sev-
eral reasons. On the one hand, premiums within compulsory
schemes are likely to be lower due to the broader pool of partic-
ipants, and repair costs tend to be more predictable and man-
ageable (Raschky and Weck-Hannemann 2007; Schwarze and
Wagner 2006). On the other hand, compulsory schemes mean
governments not only share the financial burden of providing
relief or covering losses with private insurers, but compulsory
policies also provide incentives for risk reduction behavior
(Porrini and Schwarze 2012). Property owners and developers
are forced to acknowledge the potential for catastrophes and can
be punished with high premium rates if they build, live, or invest
in unsustainable developments. Thus, mandatory insurance can
become a tool for climate mitigation, as well as adaptation. An
additional benefit to compulsory schemes is also that by man-
dating insurance coverage, governments are able to mitigate
the negative macroeconomic effects of extreme weather: recov-
ery funds can be collected swiftly and the interruption of eco-
nomic activity is less likely or shorter. From a macroeconomic
perspective, compulsory insurance has additional advantages:
it reduces market imperfections like demand constraints, such
as charity hazards and adverse selection (see Model 1) while also
avoiding the high transaction costs associated with public recov-
ery funds (see Model 3) (Hudson et al. 2017; Kusuma et al. 2019).
Compliance is also supported by the fact that compulsory insur-
ance practices are well-established in other insurance markets,
most notably in relation to car insurance, and have been applied
in many countries.

In Model 3, economic losses are publicly covered, and states hold
full responsibility. A collectively financed recovery fund does
worse in reducing eco-social risks since more affluent home-
owners are subsidized and protected against the effects of ex-
treme weather events. The broader tax-paying community bears
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the costs incurred by homeowners, which can be perceived as
unjust considering that the damage caused by extreme events
depends on where and how individuals choose to live, thus can
be seen as self-inflicted (McAneney et al. 2016). If the fund is
financed through regressive taxation, it performs even worse
in reducing eco-social risks (see Gugushvili and Otto 2021).
Additionally, citizens are not legally entitled to a certain amount
of money in most recovery fund schemes, and it is possible that
well-reported, extreme weather events might be treated differ-
ently from smaller, more isolated events where fewer, or less
powerful, stakeholders are affected.

To sum up, compulsory insurance is most likely to reduce eco-
social vulnerabilities. Although not explicitly stated in policy
proposals, compulsory insurance is considered as an eco-social
policy pursuing environmental and social goals in an integrated
way (Bonetti and Villa 2023; Mandelli 2022). Despite the multiple
advantages of compulsory insurance (Model 2), most European
countries have not introduced compulsory insurance for natural
hazards. It also appears to be particularly challenging, in certain
cases, to adopt laws prescribing compulsory insurance. For in-
stance, Italy has seen more than 27 proposals for a mandatory or
semi-mandatory insurance for natural hazards since 1989, none
of which have been successful (Gizzi et al. 2021). Table 1 also
shows the cross-country distribution of compulsory insurance
for natural hazards across Europe. Across European countries,
the extent of coverage and broader dynamics shaping manda-
tory insurance models can vary. For instance, the compulsory
insurance scheme in Spain covers political risks, such as ter-
rorist attacks and civil wars, while the Danish policy is limited
to seawater flooding. Thus, variation in compulsory insurance
schemes takes country-specific risks into account.

In the following section, I outline several explanatory factors
shaping the (non)introduction of mandatory insurance for nat-
ural hazards and develop a set of hypotheses based on these. I
draw from the literature on public risks, quiet politics, and re-
lated literature strains.

3 | Explanatory Model

Insurance policies are often considered to be quiet politics which
are defined as politics of low salience but high corporate control
(Culpepper 2011). Due to the low public interest and low media
coverage, interest groups tend to hold here a decisive role in pol-
icy and decision-making (Busemeyer and Garritzmann 2021). As
a result, the policy field of public risks tends to be characterized
by the lack of an organized public and dominated by specialist
actors—such as bureaucrats, scientists, and technical experts—
making this policy area one that is rarely politicized (May and
Koski 2013; Mulligan et al. 2019). Simultaneously, in contrast to
classical social risks, public risks are experienced collectively,
originate exogenously, and are therefore often perceived as the
state's responsibility (Jo 2024). These risks that are triggered
by climate change are mostly diffuse, multi-faceted, and less
visible in the short term (Genschel et al. 2025; Gugushvili and
Otto 2021).

Public risk management mostly operates outside the public
eye, only becoming visible when extreme events occur. In the

aftermath of such events, public calls for action to reduce future
losses due to natural hazards can transform insurance policy-
making into loud politics. Previous research has found that
substantive policy changes in the field of public risks are more
likely immediately after natural disasters (Mulligan et al. 2019).
However, less is known about whether partisan politics plays a
role in insurance policies, although it seems partisan conflicts
potentially make the policy process around mandatory insur-
ance for natural hazards noisier.

Policy studies differentiate between three key forces behind
policy change: public opinion or salience, party politics, and
interest groups. Most policy research focuses on topics char-
acterized by high public salience (loud politics) and/or signif-
icant party dynamics (loud and noisy) (e.g., Busemeyer and
Garritzmann 2021). Much less is known about how policy
change happens in quiet policy areas, which are dominated by
interest groups rather than publics and parties. Public risk man-
agement has become enormously important as the growing cli-
mate crisis results in increased risks from natural disasters, and
studying policy change in this area not only enhances academic
understanding of quiet politics but also has high practical im-
portance for policymakers.

Responding to this research gap, this article introduces a set of
potential explanatory variables and compares their effect on the
(non)introduction of mandatory insurance for natural hazards
across different cases. To structure and differentiate between
various explanatory factors, I refer to the three public policy
components contained within the Multiple Streams Framework
(MSF) (Sabatier 2007); these are the problem stream, the politics
stream, and the policy stream. In the MSF literature, streams
describe complex subsystems of the political world that operate
independently from each other and couple only under certain
circumstances. The aim of the MSF is to explain policy change
by focusing on the processes. The present article aims to un-
cover which factors play a role in the introduction of compulsory
insurance schemes, rather than to trace the processes behind
policy change. Thus, the MSF is used as a heuristic to identify ex-
planatory variables. According to the MSF, the three streams—
problems, policies, and politics—must couple to allow for policy
change. To reduce complexity and adapt the framework to the
field of quiet politics, I examine the following variables: first,
I look at how focusing events define the problem pressure; sec-
ond, within the politics stream, I assess partisan politics, pub-
lic salience, and the role of interest groups; and the third policy
stream is examined by considering proposed policy designs and
existing regulations within multilevel governance settings. In
general, disaster management is divided into four phases: mit-
igation, preparedness, response, and recovery, and during each
phase, different levels of government and agencies collaborate
and cooperate (Wehde and Choi 2021). This requires including
different levels and actors that interact with each other, which I
discuss in more detail in the following subsections.

3.1 | Problem Pressure
The occurrence of natural disasters increases the likelihood

of policy change and is often considered a necessary condition
for policy change (Mulligan et al. 2019). Citizens that directly
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experience the effects arising from disasters might suffer be-
cause of ad-hoc, uncoordinated risk management, and re-
spond by demanding a system with clearer reliabilities (Leal
et al. 2022). In addition, social inequalities in housing become
more visible: while wealthier households build solidly and have
fewer damages, disadvantaged households use cheaper raw ma-
terials and are more likely to suffer larger damages. Wealthier
households are also more likely to acquire funds for reconstruc-
tion. These eco-social vulnerabilities in the wake of the natural
disaster might increase problem pressure. Natural disasters con-
stitute focusing events which can increase public salience and
transform insurance from a quiet to loud policy field. However,
voters also have been known to reward strong ad-hoc responses.
They recognize that politicians exercise little power over the in-
cidence of exogenous disasters, and they cannot be punished for
the event itself, but rather for their level of preparation and, es-
pecially, the nature of their response. Since voters are often my-
opic, they tend to over-reward governments for strong, speedy
disaster responses (Bechtel and Hainmiiller 2011; Mulligan
et al. 2019). Therefore, from an electoral perspective, it might
seem less reasonable to introduce compulsory insurance as a re-
action to focusing events.

Recent events also impact other actors. When insurance com-
panies face severe financial problems following natural disas-
ter payouts, they might be inclined to self-organize and seek
alternative solutions, calling for the introduction of a manda-
tory scheme. Focusing events seem to increase the likelihood
of compulsory insurance when insurance companies also face
financial threats and push for a compulsory scheme that en-
larges the pool and secures their revenues (see also Baker and
Shortland 2023). In such circumstances, insurance might be in
short supply, making it politically tempting for governments to
provide regulation and support (ibid.). This argumentation also
follows the expectations of the MSF, theorizing that the streams
need to couple to pave the way for policy change.

Hypothesis 1a. Recent natural hazards do not increase the
likelihood for the introduction of compulsory insurance.

Hypothesis 1b. Recent natural hazards increase the likeli-
hood for the introduction of compulsory insurance if the natural
hazard affects the financial position of insurance companies.

3.2 | Politics

There are several arguments why public salience tends to be
low for compulsory insurance. First, citizens underestimate the
likelihood of natural hazards. Inadequate public risk aware-
ness for low-probability but high-consequence hazard events
has been robustly documented in psychological research (e.g.,
Kahnemann and Tversky 1974; Leal et al. 2022; Mulligan
et al. 2019). Citizens tend to perceive that not all regions will
be affected (equally) and only a small number of areas will be
severely impacted (Squires and Hartman 2013). Second, citizens
often (erroneously) assume that they will be compensated by the
state if a natural hazard occurs, so they see little point in insur-
ing themselves (charity hazard) (Gizzi et al. 2016). Given these
considerations, even though natural hazards can spark public

interest, growing saliency tends to favor ad-hoc relief funds over
compulsory insurance. Thus, I assume that public salience is not
critical for the introduction of a mandatory insurance scheme
for natural hazards.

Hypothesis 2. Public salience has no significant effect on the
introduction of compulsory insurance for natural hazards.

Expectations vary regarding the influence of political actors on
the introduction of a compulsory insurance for natural hazards.
First, political elites seeking re-election might refrain from in-
troducing compulsory insurance due to their fear of electoral
punishment: voters might perceive such schemes as an addi-
tional form of taxation and punish governments for their intro-
duction (e.g., Gizzi et al. 2021; Mulligan et al. 2019; Raschky and
Weck-Hannemann 2007). Second, existing systems of (ad-hoc)
tax-based relief programs tend to reward politicians for their ex-
post actions (Mulligan et al. 2019). Providing funding for disas-
ter victims can be framed as a generous gesture and empirical
studies show such efforts have often been rewarded at the polls
(Bechtel and Hainmiiller 2011). For example, generous levels
of compensation given to flood victims in 2002 by the former
German chancellor Gerhard Schroeder increased his popularity
ratings (Schwarze and Wagner 2006).

Several US case studies have also shown that both presidents and
state governors are more likely to approve or request emergency
relief funding for natural disasters during an election year, re-
flecting their awareness that these funds can positively impact
their chances of re-election (Garrett and Sobel 2003; Gasper and
Reeves 2011; Reeves 2011). However, upholding or maintaining
existing systems also involves political risks. For instance, when
severe or catastrophic natural hazards occur and public funds
are unable to cope with the impact and reimburse damages,
incumbents are likely to be punished by voters (Raschky and
Weck-Hannemann 2007). Still, maintaining the status quo tends
to be a preferred political option, given how the effects of path-
dependency combine with political pressures related to visibility
and accountability to support the continuance of existing poli-
cies, rather than the introduction of new, and sometimes more
controversial, ones. Based on these arguments, I expect that gov-
ernments will be more likely to introduce a compulsory insur-
ance scheme if elections are not due to occur soon after the event.

Hypothesis 3. Governments are more likely to introduce a
compulsory insurance for natural disasters if elections are not
close.

Partisan dynamics may also play an explanatory role in shaping
how electoral factors interact with natural hazards. As compul-
sory insurance can be perceived as an additional tax, it seems
likely that liberal parties, who seek to reduce taxes and increase
the freedom of choice, are unlikely to support the introduction
of a mandatory system. The effect seems likely to be amplified if
liberal parties are part of the government, hold key ministries, or
face imminent re-election.

Hypothesis 4. If liberal parties are part of the government,
the introduction of a compulsory insurance for natural disasters
is less likely.
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When it comes to the interest groups in this policy area, insur-
ance companies are the main actors. Insurers can be expected to
be more likely to support the introduction of compulsory insur-
ance if the design of the scheme corresponds to their interests.
The Multiple Streams Framework describes this as a coupling of
the policy and politics stream. Compulsory insurance schemes
become attractive to insurance companies in cases where public
reinsurance (stop-loss-regulation) is in place. The presence of re-
insurance functions as a guarantee that the state will intervene
if the damages exceeds a certain amount or threshold. In the
absence of such guarantees, compulsory insurance can entail a
high bankruptcy risk for insurance companies as they are ef-
fectively made responsible for covering the total costs of dam-
ages following natural catastrophes (Gizzi et al. 2016; Raschky
and Weck-Hannemann 2007). Such private-public partnerships
are more likely if insurance companies constitute an important
interest group within the national or regional context. Thus,
whether or not interest groups become a driving force for the
introduction of a compulsory insurance depends on the pol-
icy design and the position of such groups within the relevant
policy-making system.

Hypothesis 5. A mandatory insurance for natural haz-
ards that is based on private-public partnership is more likely
to be introduced if insurance companies are a powerful interest

group.

3.3 | Policy

Further explanatory factors can be identified within the “pol-
icy stream,” in addition to these interactions between interest
groups and policy design. Since very different insurance mod-
els exist, it is interesting to look at where ideas come from. The
Multiple Streams Framework presents several policy-related
factors, namely policy community, network integration, and tech-
nical feasibility. These factors might influence which insurance
model is suggested and put forward.

Natural disasters are concentrated in specific regions,
making regional authorities an important agenda-setter.
Simultaneously, as the study is focused on European coun-
tries, the EU plays a crucial role as a policy community,
broader network, and a legal entity. Insurances are products of
the EU Common Market, and as such, the EU might regulate
which insurance model is picked.

Multilevel governance, described as the “processes and insti-
tutions [that] enable policy-making across different jurisdic-
tional levels wherein both public authorities and non-state
actors are involved” (Maggetti and Trein 2018, 355), can
lead to different outcomes concerning the introduction of a
compulsory insurance scheme. The impact of multilevel gov-
ernance on natural hazards policy is especially pertinent in
federal systems, such as Germany and Switzerland, where
different domestic and supranational actors influence policy-
making (Enderlein et al. 2010). Besides, I also expect that the
EU plays a key role. First, the EU might act as an aggravating
factor preventing certain compulsory schemes. The Third EU
Directive on Indemnity Insurance, introduced in 1992, forbids
monopoly insurer which makes the introduction of the type

a compulsory insurance difficult. For example, the German
Land “Baden-Wiirttemberg” was required to terminate its
practice as a regional monopoly insurer because of this di-
rective. Second, EU membership can be a facilitating factor,
supporting the introduction of compulsory insurance. As sev-
eral EU countries have a compulsory schemes in place (see
Table 1), intra-EU policy modeling and competition makes
policy diffusion more likely, as some governments may feel
a greater need to introduce or copy compulsory insurance
schemes for natural hazards. Exchange at the EU level can
also equip national and regional governments, as well as sec-
toral interest groups, with the necessary tools to introduce
or push for compulsory insurance. Even when countries are
affiliates rather than EU members, they have to react to EU
directives, either by aligning to common market conditions
or protecting their own industries from effects of EU dereg-
ulation. As the European insurance market has tended to be
highly liberalized and deregulated, this makes market expan-
sions attractive but also risks destabilizing existing insurance
markets in non-EU members.

In addition, multilevel governance pushes policies both up
and down. EU membership produces “upwards dynamics”
whereby “competencies are shifted away from the single mem-
ber state to deal with policy challenges that exceed the reach
of the national government” (Maggetti and Trein 2018, 356).
As the EU is currently developing policy solutions to address
the insurance gap related to natural hazards, national govern-
ments and other actors might be inclined to push the issue to
the supranational level. At the lower end of the governance
spectrum, regional entities might have the competency to in-
troduce regional compulsory insurance policies within some
federal systems. Such “downwards dynamics” might support
compulsory insurance as mandatory schemes might be more
technically feasible at the regional level. These downwards
and upwards dynamics can result in policy delegation or delay
(see also denationalization in Maggetti and Tren 2018). To
sum up, the following hypotheses concerning multilevel gov-
ernance can be formulated:

Hypothesis 6a. Supranational regulations strongly influ-
ence the introduction and termination of compulsory insurance
for natural hazards.

Hypothesis 6b. Federalism reduces the likelihood of the in-
troduction of compulsory insurance for natural hazards at the
national level.

The plausibility of each hypothesis is tested empirically in the
next section by studying the three most similar cases, namely
Germany, Austria, and Switzerland. Before presenting the em-
pirical results, I discuss the case selection and introduce the data
and methods used for analysis.

4 | Case Selection, Data, and Method

This study follows a most similar systems design. In the ideal
case, the chosen cases are similar in all observed indepen-
dent variables, except the independent variable(s) of interest,
which lead to the varying outcome. In this explanatory study, I
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maximized variation across the dependent variable and indepen-
dent variables of interest to get a better understanding of possi-
ble relationships (Levy 2008). The DACH countries—Germany,
Austria, and Switzerland—provide a comparable but varied trio
of cases. Switzerland introduced compulsory insurance for nat-
ural hazards in 1993, while Germany and Austria do not have
mandatory insurance in this area. Across the three cases, cul-
tural factors related to risk behavior are similar: citizens in these
three mainly German-speaking countries are considered to be
risk-averse with high overall insurance rates in other areas, for
example, car or life insurance (Statista 2023). Exposure and vul-
nerability to natural hazards are also comparable. Switzerland
and Austria have a higher risk for landslides and avalanches,
compared to Germany, due to the more mountainous terrain. All
of these countries are relatively wealthy and have already im-
plemented various protective measures against natural hazards,
such as building regulations and land-use planning. Economic
losses caused by river and flash flooding as an average yearly
ratio of national GDP are comparable in Austria, Switzerland,
and Germany: ranging from 0.2% to 1%. Flooding constitutes
the most prevalent natural hazard in all three countries. In
Switzerland, almost a quarter of the population lives in areas at
risk of flooding, while in Austria, almost 8% of the population
lives in flood risk areas (OECD 2017).

These cases exhibit distinct and divergent policy responses to
natural hazards. As mentioned, Switzerland made insurance for
natural hazards compulsory in 1993; similar schemes have been
discussed but not introduced in Germany and Austria. While
Austria relies on an institutionalized recovery fund, Germany
has a free-market voluntary insurance system with ad-hoc
public compensation. Additionally, policy variation between
Austria and Germany reveals some of the more specific chal-
lenges countries face when introducing a compulsory scheme
depending on the nature of pre-existing policies. Besides, inter-
est groups (here: insurance companies) in Germany and Austria
vary in their power, which allows for a more fine-grained hy-
pothesis testing. The most important insurance companies oper-
ate in all three countries. I focus on European countries and the
European insurance market due to several reasons: first, insur-
ance for natural hazards is well established in Europe, making
it a valid instrument to protect against extreme weather events.
Second, all selected countries are liberal democracies, which fa-
cilitates theorizing about explanatory factors for policy change
and testing hypotheses with reliable data. Third, the public de-
bate on eco-social risks due to natural hazards is most advanced
in Europe. While some US states have very advanced regula-
tions for natural hazard insurance and academic studies, differ-
ent legal systems and federal responsibilities make Europe -US
comparisons almost impossible.

The comparative hypotheses testing case studies rely on primary
sources, such as newspaper articles, legislative documents, sur-
veys, and insurance reports, but also secondary sources, includ-
ing policy research. I collected the data for the specific period
of interest, which varies between the three cases: in Germany
and Austria, mandatory insurance has been debated in the last
20years, while Switzerland introduced it in 1993, which makes
publications in and about this period particularly interesting.
Since databases on natural hazards are not publicly available, I
largely had to rely on qualitative data.

5 | Findings
5.1 | Switzerland

5.1.1 | Description of the Current Insurance Model
for Natural Hazards

In Switzerland, according to articles 33 VAG and articles 171-
181 AVO, natural hazards coverage must be included in all fire
insurance policies. Natural hazards insurance covers damage to
buildings caused by various events such as high water, flooding,
storms, hail, avalanches, snow pressure, rockfall, falling rocks,
and landslides. Coverage and premium rates are standardized
and binding for all private insurers. Compulsory insurance for
natural hazards was introduced in 1993 and is based on the
principle of double solidarity: solidarity among building own-
ers through the payment of uniform premiums, and solidarity
among insurers through risk-neutral uniform premiums and
pooling for internal risk equalization (Finma 2022). When a
serious natural event occurs, insurance companies might be af-
fected differently depending on their market share in the dam-
aged area. The natural hazard pool brings together almost all
providers of natural hazard insurance. Should the total natural
hazard losses in a year exceed CHF 500 million, the annual re-
insurance policy comes into play, which covers losses between
CHF 500 million and CHF 1.6 billion.

The introduction of the Swiss system of compulsory insurance
for natural hazards has grown historically. Cantonal building
insurance companies have offered insurance for natural haz-
ards since 1926, and private insurers have done so since the
1930s. Private insurance companies created a pool for insurance
for natural hazards to equalize their risks in 1953. By the end
of the 1950s, it became common practice in Switzerland to pur-
chase natural hazard insurance with every fire insurance policy.
So which factors can be considered crucial for explaining the
introduction of the mandatory insurance for natural hazards in
Switzerland in 19937

5.1.2 | Problem Pressure

Hypothesis 1a expects that recent natural hazards do not in-
crease the likelihood for the introduction of compulsory in-
surance, only if (Hypothesis 1b) the natural disaster has an
impact on the financial position of insurance companies. 1993
was the second most devastating year for natural disasters in
Switzerland between 1970 and 1994; 1987 was the worst year.
Damages incurred during 1993 amounted to CHF 900 million.
The most significant event during that year was a series of major
floods; however, these occurred in summer 1993 and the com-
pulsory insurance law had already been introduced in January
1993 (Rothlisberger 1994, 1). Thus, the occurrence of recent nat-
ural hazards cannot be seen as the main reason why the Swiss
compulsory insurance scheme was introduced, and it had not
affected the position of the insurance industry.

Natural hazards did, however, play a crucial role in the estab-
lishment of the pooling system between insurance companies.
The winter of 1950/51 was marked by a series of catastrophic
avalanches, killing 98 people, and destroying 1527 buildings.
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Yet prior to 1953, insurance for natural hazards was seldom
purchased. Following the “winter of avalanches,” the Swiss
system for insurance came under heavy public criticism;
rather than introduce a legally binding obligation to buy in-
surance for natural disasters, the Swiss insurance industry
chose to couple the fire insurance to the natural hazard in-
surance. This meant that building owners were unable to buy
fire insurance as a single policy and they had to purchase both
fire and disaster insurance policies together. At their annual
general meeting on May 28 1953, the SSV (Schweizerische
Versicherungsverband, the Swiss Insurance Association) fi-
nally unanimously passed the historic resolution to include
natural hazards in fire insurance policies from October 1,
1953, and to reimburse claims in full (Gretener 2011). Thus,
private regulation from the Swiss insurance industry meant
that the introduction of the compulsory insurance for natural
hazards emerged de facto through insurance practices rather
than de jure through legislation. Therefore, Hypothesis 1b is
partly confirmed in the Swiss case, as focusing events affected
the position of the Swiss insurance industry which made fur-
ther regulations necessary.

5.1.3 | Politics

The Swiss Bundesrat that adopted the 1993 law introducing
mandatory insurance emphasized the aforementioned prin-
ciple of double solidarity and reflected fears about the trend
toward deregulation and liberalization within the European
insurance market at that time. Due to the common market lib-
eralization of the EU insurance market, it became possible that
non-Swiss insurance companies, which were not SSV mem-
bers, could offer fire insurance uncoupled from natural haz-
ard insurance, which resulted in cheaper premiums, thereby
undermining Swiss insurance providers (Gretener 2011). This
also put the Swiss private sector-based solidarity scheme,
which had been established in the 1950s, at risk. As private
insurance for natural hazards had gained economic and
socio-political importance within Switzerland, the govern-
ment wanted to ensure its continued existence (Finma 2022).
A competition commission was established that put forward
several policy solutions. Following these suggestions, the
State Insurance Supervision adopted a concrete proposal for
coupling fire and natural hazard risks in a single mandatory
insurance scheme. The SSV did not see the merit in compre-
hensive catastrophe coverage delivered jointly by the federal
government, cantons, and private insurers, and they expressed
frustration that the Bundesrat was authorized to decide the
specific design of the insurance scheme. In response, the state
insurance supervision threatened the insurance industry with
the introduction of a public agency for damage compensation.
However, it was ultimately agreed that the state insurance su-
pervision could join a private insurance company if the pool-
ing between insurance companies did not work out. These
tensions and concessions demonstrate the powerful position
of the insurance industry in Switzerland. These observations
support Hypothesis 5: mandatory insurance for natural haz-
ards that is based on private-public partnership is more likely
to be introduced in cases where insurance companies consti-
tute a powerful interest group.

When assessing the partisan and electoral effects behind man-
datory insurance, I focus on governing parties and the timing of
the law. In 1993, the Swiss Bundesrat consisted of seven mem-
bers from four political parties: SP (2), FDP (2), CVP (2), SVP (1).
The distribution of seats is fixed based on the electoral size of the
parties; this did not change between 1959 and 2003. It is worth
noting that members of the Swiss liberal party, the FDP, were
part of the Bundesrat that enacted the law introducing compul-
sory insurance. Hypothesis 4 expects that the introduction of a
compulsory insurance for natural disasters is less likely if liberal
parties are part of the government; this expectation is rejected
here. In the Swiss cases, it seems that partisan ideology did not
play a key role in explaining the introduction of compulsory
insurance.

My theoretical expectations suggest that electoral proximity in-
fluences the introduction of compulsory policies, and the tim-
ing of the 1993 Swiss law was optimal: the previous elections
took place in 1991 and the next set of elections were scheduled
for 1995. Mid-way between elections, the Swiss governments
seemed unlikely to fear punishment at the polls for the introduc-
tion of an additional “tax.” This finding confirms Hypothesis 3,
which states that governments are more likely to introduce
compulsory insurance when elections are not close. However,
I would argue that legislative timing was less important in the
Swiss case for the following reasons. Since natural hazards in-
surance has largely been managed by the private insurance in-
dustry since the 1950s, Swiss citizens did not expect the state to
provide ad-hoc recovery funds nor were voters likely to punish
the government for their actions in this area. Indeed, Swiss in-
surance companies were held responsible for the lack of damage
repair during the “winter of avalanches” in 1950/51. These ob-
servations demonstrate the quiet politics characteristic of public
risk as a policy area: specialist interest groups (here insurance
companies) played a key role in instigating policy change, party
politics and public salience were less important. This quietness is
further evident from the fact that, while there were public com-
plaints that insurance companies failed to not repair the dam-
ages during the winter of avalanches, a large public outcry was
not found in the primary and secondary sources. This confirms
Hypothesis 2 that public salience had no significant effect on
the introduction of compulsory insurance for natural hazards
in Switzerland.

5.1.4 | Policy

Policy design had certain impacts on the Swiss case. The design of
the Swiss compulsory insurance scheme was based on standard-
ized and uniform coverage, alongside premium rates. Within this
scheme, each canton could choose its own different implementa-
tion models: a regional monopoly insurance exists for 19 cantons
(see type b of compulsory insurance), while the remaining seven
cantons (the GUSTAVO group?) rely on private insurance compa-
nies. The regional monopoly insurers work closely with the can-
tonal authorities, such as planning and building authorities and
the fire department, which helps explain why these cantons tend
to perform better regarding risk prevention. The EU as a policy
community and network played a key role in the introduction
but also in the design.
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The deregulation of the EU insurance market from the 1970s on-
wards potentially undermined the existing Swiss insurance sys-
tem and made de jure compulsory insurance necessary. In 1988,
the EU extended the freedom of service to the non-life insurance
sector; this allowed insurance companies to sell their products
in other EU and affiliated countries—including EEA (European
Economic Area) member-states such as Switzerland—without
having to establish a local branch to access the insurance mar-
ket. The EU Third Generation Directive (1992) abolishes sub-
stantive insurance supervision so that prices and conditions can
be freely set between insurer and insured; this de facto prohibits
regional monopoly insurance and prevents uniform premiums
(Hess and Trauth 1998). In light of these policy developments at
the EU level, Switzerland was compelled to find a policy solu-
tion to preserve its well-established, functional insurance sys-
tem grounded in the double solidarity principle. Deregulation
within the EU insurance market can, therefore, be considered
an exogenous shock that contributed to the need for national leg-
islative action; this finding supports Hypothesis 6a.

To sum up, there were three main driving factors behind the
introduction of compulsory insurance in Switzerland. First,
the winter of avalanches was a key focusing event that triggered
insurance companies to establish a pooled de facto mandatory
insurance scheme in 1953. Second, the powerful Swiss insur-
ance industry perceived its survival as being threatened without
a pool solution (1953) and in relation to proposals for a de jure
mandatory scheme (1993). Third, the deregulation threats of the
EU insurance market from the 1970s onward made de jure com-
pulsory insurance necessary.

5.2 | Austria

5.2.1 | Description of the Current Insurance Model
for Natural Hazards

Austria has no compulsory insurance for natural hazards;
rather, they adopted an institutionalized disaster fund for res-
idents in 1986. This catastrophe fund (Katastrophenfonds) is
part of the national budget and financed through corporate
and personal income taxes, as well as capital yields. Significant
amounts of the fund are spent on preventive measures, and only
4% of the fund is allocated to compensate individual households
after natural disasters (§ 3 ff KatFG 1996). Furthermore, resi-
dents are not legally entitled to receive compensation from the
Austrian disaster fund. Still, the risk of charity hazards is fairly
high in Austria, as residents are disincentivized from volun-
tarily purchasing private insurance for natural hazards since in-
sured losses are exempt from compensation (Hanger et al. 2018;
Schwarze and Wagner 2009).

The Austria disaster fund typically recognizes losses over EUR
1000 and compensates between 20% and 50% of private losses;
in extreme cases, compensation up to 100% of losses is permit-
ted (Hanger et al. 2018). However, the schemes lack clear com-
pensation rules: some homeowners might be compensated for
80% of losses, while others are denied support and forced to pri-
vately repair damages (OECD 2017). Compensation is paid out
by provinces and local jurisdictions. Since floods often occur

across several municipalities, and different federal ministries
are responsible for managing the flood risks from large or small
rivers, multiple political actors across different levels are in-
volved in the Austrian system. This often results in ineffective
governance; it also contributes to cross-jurisdictional risks and
investment needs being overlooked (OECD 2017).

Finally, it is common for Austrian households to voluntarily
purchase private insurance against storm, hail, and snow load,
while other natural hazards, such as floods or avalanches, which
are frequent and serious in Austria, are routinely not insured.
Additionally, properties in high-risk areas are excluded from
obtaining coverage from insurance companies (Paleari 2019).
This results in an insurance density under 15% (Paleari 2019;
Schwarze and Wagner 2009). Reflecting on these dynamics, I
consider the different factors that explain why Austria has not
opted for mandatory insurance for natural hazards.

5.2.2 | Problem Pressure

Due to its topographical and geographical situation, Austria is
at risk from various natural hazards, such as flooding and land-
slides. Its territorial situation is broadly similar to Switzerland,
some 60% of Austria is classified as mountainous territory com-
pared to 70% of Switzerland (OECD 2017). Recent years have
seen severe flooding in Austria. In August 2002, the “flood of
the century” caused EUR 3.2 billion in economic damage, dam-
aged more than 10,000 homes, and EUR 650 million from the
Austrian Catastrophe Fund spent EUR 650 million euros on re-
pairing the damages. In 2005, another large-scale flood hit the
Northern Central Alps, damaging 300 and destroying 19 build-
ings. Major floods also occurred in 2013, 2018 and 2021 (UNDDR
2022). In the Austrian Alps, the number of buildings exposed to
torrential flooding has increased by a factor of around six since
the early 1900s (Fuchs et al. 2015). Despite these recent natural
hazards, compulsory insurance was not introduced, supporting
Hypothesis 1a.

Following the floods in 2002 and 2005, Austrian insurance
companies called for a comprehensive policy response dubbed
“Modell NatKat,” which included a compulsory insurance
scheme for natural hazards. However, despite the occurrence
of multiple, even successive, focusing events, the Austrian insur-
ance industry has been unable to convince the government to
introduce mandatory insurance. Thus, Hypothesis 1b needs to
be rejected here. The Austrian insurance industry constitutes
a far less powerful interest group than in Switzerland—Swiss
insurance companies can draw on their long historical and po-
litical heritage, something Austrian insurers lack. In addition,
Austrian citizens assign responsibility to compensate for the
damages arising from natural disasters to the state, whereas in
Switzerland responsibility tends to be linked to private insur-
ers. Major events did not enable the introduction of mandatory
insurance for natural hazards; they did, however, play a signifi-
cant role in the establishment of the Austrian disaster fund. The
first permanent Austrian disaster fund was set up in 1966, fol-
lowing major flooding events in 1965 and 1966 (Prisching 2013,
143). The 1986 catastrophe fund builds on and extends this ini-
tial scheme.
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5.2.3 | Politics

Public salience for compulsory insurance for natural hazards is
low in Austria: representative surveys conducted in 2013, 2014,
and 2015 found that between 33% and 62% of Austrians believe
that it is the responsibility of the authorities to protect them
from natural hazards (KFV 2016). Austria is also characterized
by low levels of risk awareness. Surveys show that only 40% of
residents living in flood risk zones are aware of this, and around
half of those who live in a level eight (severe) earthquake hazard
zone do not consider themselves to be at risk. Furthermore, as
each year passes following a flood event, the number of people
who remember a flood decreases by around 10% (KFV 2016). In
the wake of recent natural hazards, the Austrian public has not
called for the introduction of a compulsory insurance scheme.
Thus, Hypothesis 2 is also supported by the Austrian case, as
public salience appears to have no evident effect on the introduc-
tion of compulsory insurance for natural hazards.

When considering the impact of partisan ideology and electoral
timing in Austria, I focus on the Ministry of Finance, since they
hold responsibility for this policy area. Since 2002, the Austrian
insurance industry has called for the introduction of compul-
sory insurance. While the first Minister of Finance during this
period, that is, since 2002, was member of the liberal FPO, sub-
sequent ministers were members of the conservative OVP. Both
parties support the current system of the Catastrophe Fund.
When the current Minister of Finance, Magnus Brunner, and
Chancellor, Karl Nehammer, have been asked about compul-
sory insurance, they specifically refer to the existing fund and
make clear their unwillingness to progress proposals related
to compulsory insurance (ORF 2023). Despite several efforts
to discuss a compulsory scheme, such talks have always failed.
The current model of the Austrian recovery fund seems to offer
electoral benefits for politicians which stall efforts to reform
or revise the existing system. For instance, in 2017, Chancellor
Christian Kern and his rival Sebastian Kurz competed over
disaster PR after major storms in Styria impacted on many
Austrian voters. Being aware of the beneficial “rubber boots
picture,” governments have few electoral incentives to change
the existing system which allows them to display leadership and
empathy in symbolic and financial ways (Mittelstaedt 2021).
Neither public salience nor party competition are unable to ex-
plain policy change or lack thereof. The Austrian insurance in-
dustry has instigated many talks since 2002, and the timing of
their proposals has not proven to be crucial: most of these talks
were not close to elections. Thus, Hypothesis 3 on the timing of
legislation is rejected. Hypothesis 4 on partisan ideology cannot
be tested since there has been limited variation in the partisan
ideology of Austrian government in recent years. Nevertheless,
it has been shown that party politics play any role in explaining
the absence of a compulsory insurance scheme for natural haz-
ards in Austria.

In terms of interest groups, the Austrian Insurance Association
(ATA) has long been in support of the introduction of the
Belgian model of compulsory insurance. Several joint initia-
tives, involving the ATA and the Ministry of Finance working
together to tackle the rising risks of natural catastrophes, have
been enacted in recent years, notably in 2004, 2005, and 2021.
Despite their efforts, the Austrian insurance industry has been

unable to promote the compulsory model, and Austrian politi-
cians continue to uphold and reference the existing catastrophe
fund (Versicherungswirtschaft heute 2023). Every few years,
insurance companies operating in Austria call for the introduc-
tion of a compulsory insurance scheme, yet the state refuses to
change the Insurance Contract Act in this regard. Specifically,
the insurance industry has called for a public-private partner-
ship to guarantee low and fair premiums, alongside a system
for reinsurance (risControl 2024). Following the Belgian model,
Austrian insurance companies propose extending fire insur-
ance schemes to natural hazards. However, the insurance in-
dustry cannot be considered a powerful interest group within
the Austrian system. This supports Hypothesis 5, which states
that mandatory insurance for natural hazards that is based on
a private-public partnership is more likely to be introduced if
insurance companies are a powerful interest group.

5.2.4 | Policy

The confluence of policy and interest did not occur in Austria. As
discussed above, Austrian insurance companies favor a private-
public partnership. However, as the insurance industry does not
constitute a powerful nor influential interest group in Austria,
they have been unable to convince the government to consider
a mandatory scheme nor convince them how a policy might be
designed. Within the multilevel governance framework, Austria
is an EU member-state and federal republic consisting of nine
federal states, yet these dynamics have had no observed influ-
ence. The European Commission has identified the insurance
protection gap for natural disasters as being especially large for
Austria. The EU also estimates that disaster risk financing will
become increasingly urgent in Austria due to climate change
but makes no concrete call for introducing a compulsory scheme
(European Commission 2021). Analysis suggests neither the
federal system nor the EU holds particular significance over the
insurance market in Austria. Hypothesis 6a on the effect of the
EU is therefore rejected, while Hypothesis 6b on the aggravating
effect of federalism is supported.

5.3 | Germany
5.3.1 | Description of the Current Insurance Model

Germany does not have a compulsory insurance scheme for nat-
ural hazards, rather it relies on a mixed system which combines
voluntary forms of private insurance with ad-hoc state relief
funds. Financial compensation is not legally guaranteed and
solely based on its tradition or established practice. The ad hoc
compensation has been described as “rather insecure, often in-
adequate, but sometimes overgenerous” (Bruggeman and Faure
2018, 47). Across Germany, around 50% of all buildings are in-
sured against natural hazards, however there is huge variation
between federal states. For example, Baden-Wiirttemberg has
an insurance rate of 95% due to a former obligatory insurance,
while insurance coverage is only 11% in Bremen (Keskitalo
et al. 2014).

Various actors are involved in the German case: federal-state
groups, the Bundestag, and Bundesrat have all been engaged in
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the issue of compulsory insurance for natural hazards in recent
years, with developments happening in 2003, 2013, 2016, and
ongoing since 2021. (Pfeifer 2022). At the time of writing (June
2024), the Bundesrat unanimously decided that a compulsory
insurance for natural hazards should be introduced at the state
level. However, the government did not introduce a correspond-
ing draft in the Bundestag, probably due to the outspoken re-
sistance among the co-governing liberal party, the FDP. Still,
it remains possible that federal states individually introduce a
mandatory insurance scheme.

5.3.2 | Problem Pressure

Flooding across Germany in July 2021 caused around EUR 8.5
billion in claims expenditure for German insurance companies;
in the particularly affected state of Rhineland-Palatinate alone,
the total losses were estimated to be EUR 18 billion. Following
these floods, Justice Ministers from each federal state were
tasked with investigating whether compulsory insurance for
natural hazards could be considered constitutionally com-
pliant. During previous gatherings to discuss compulsory
schemes in 2003, 2013, and 2016, the collective of Ministers of
Justice determined that mandatory insurance is unlikely to be
constitutional, as it overly restricts the freedom of action in re-
lation to building owners. It is worth noting that each of these
gatherings was preceded by a natural disaster. However, after
the most recent gathering in June 2022, the group of Justice
Ministers determined that the introduction of compulsory in-
surance for natural hazards does conform with constitutional
law. Even though ad-hoc relief funds have electoral benefits,
German political actors at both the national and regional lev-
els seem to have realized that the rising costs of such schemes
potentially exhaust the current ad-hoc approach. Like Austria
and Switzerland, I find that focusing events were a prerequisite
to political action in Germany, but such events alone were not
sufficient in explaining efforts to introduce compulsory insur-
ance, supporting Hypothesis 1a. The natural disasters had no
threatening financial effect on insurance companies, which is
why they did not ask the government to change insurance poli-
cies. This supports Hypothesis 1b.

5.3.3 | Politics

Public salience for a compulsory insurance scheme is low in
Germany. Surveys suggest broad public support for a compul-
sory insurance (Osberghaus 2021), yet the issue is seldom de-
bated in public. The German Advisory Council for Consumer
Affairs’ recommendation of compulsory insurance for natural
hazards in 2019 went largely unacknowledged by the public
(Wagner and Grof3 2021). Compulsory schemes hold little sway
in German political affairs, and beyond reporting on recent nat-
ural disasters, there are almost no newspaper articles on the
matter. Low salience toward the risks associated with natural
disasters is also evident at an individual level. For instance, de-
spite a 2004 German law that forbids building and commercial
usage in flood zones, recent construction near rivers has out-
paced the rate of construction outside flood zones (OECD 2017).
This supports Hypothesis 2.

Regarding the partisan dynamics shaping compulsory schemes,
supporters for mandatory insurance can be found across the
German ideological spectrum. Politicians from the Left (such as
Roland Claus), the Greens (such as Winfried Kretschmann), and
the center-right CSU (such as Edmund Stoiber) have all argued
in favor of this type of scheme (Schwarze and Wagner 2006).
Nevertheless, previous governing coalitions have repeatedly re-
jected mandatory insurance due to juridical reasons and budget
constraints. At present, the Finance and Justice Ministers are
from the liberal FDP, one of the most significant opponents to
compulsory insurance, and they argue that introducing a man-
datory scheme would further increase real estate prices. This
supports Hypothesis 4. The other two coalition parties, the Social
Democrats and Greens, have not taken specific stances on man-
datory insurance. The heads of the federal states, who are mem-
bers of different political parties, all supported the introduction
of a compulsory scheme. Discussions around mandatory insur-
ance are not marked by noisy politics; however, the German case
is distinct from the others in that reform pressures have emerged
from political actors and not from interest groups or the public.

The German insurance industry tends to advocate for preven-
tive measures rather than mandatory insurance for natural
hazards. German insurers support government investment in
infrastructure and flood protection measures, the banning of
new developments in high-risk areas, and reforms to construc-
tion law which promote climate adaptive construction methods
(Asmussen 2021). The German insurance sector also supports
a compulsory insurance provided that the state intervenes
during extremely severe natural disasters. While there exists
no compulsory insurance without such a stop-loss regulation,
this aspect was the reason why German talks about mandatory
insurance failed in 2003 (Wagner and Grof3 2021). Though the
German insurance industry is fairly reserved when it comes to
supporting policy proposals, they often publicly speak out about
how rising climate impacts will likely result in escalating in-
surance costs. The managing director of the German Insurance
Association, Jorg Asmussen, stated in 2019 that “if we do not
consistently implement prevention and climate impact adap-
tation, we estimate that premiums for residential building in-
surance in Germany could double within the next 10years as
a result of climate damage alone” (Stiddeutsche Zeitung 2023).
Even though a public-private partnership is supported by the
German insurance industry, they are not following up on that;
thus, Hypothesis 5 is neither supported nor rejected.

5.3.4 | Policy

In Germany, the importance of multilevel governance comes
to the fore. Federal states experience the negative impacts of
the ad-hoc national support system, which often manifests in
a lack of planning and no coordinated post-disaster processes.
Certain federal states, notably Baden-Wiirttemberg, with much
higher levels of insurance coverage, complain about the uneven
financial contributions made by other federal states. In addi-
tion, prime ministers from the federal states seldom experience
the electoral benefits from the ad-hoc response system, and it
tends to be national-level politicians who gain benefits by show-
ing leadership and generosity (Bechtel and Hainmiiller 2011;
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Mulligan et al. 2019). The German case shows that federalism
eventually leads to subnational solutions, aggravating a national
policy change. This supports Hypothesis 6b.

Supranational institutions have had conflicting impacts on
German decision-making. First, the Third EU Directive ter-
minated the mandatory insurance scheme for natural hazards
introduced by Baden-Wiirttemberg. Second, this Directive is
often used by opponents to argue why mandatory insurance
contravenes EU law, thereby blocking the introduction of a com-
pulsory scheme in Germany. Thus, Hypothesis 6a is supported,
which states that EU regulation has a strong impact on the intro-
duction or termination of compulsory insurance.

In summary, these three cases evidence the different factors and
interactions shaping the (non)introduction of compulsory insur-
ance for natural hazards. Table 2 summarizes the results of the
case studies. Comparing across cases, I find that recent extreme
events emerge as necessary for policy change per se, but such
events do not necessarily lead to the introduction of compul-
sory insurance schemes. Support from powerful interest groups
increases the likelihood of introducing mandatory insurance,
while constraints deriving from a multilevel structure make its
introduction simultaneously more urgent and more difficult.

6 | Discussion

In this section, I discuss the results summarized in Table 2, com-
pare them to the theoretical expectations, and link the outcomes
to previous literature.

The empirical analysis reveals three main messages: first, com-
pulsory insurance for natural hazards unequivocally belongs to
quiet politics where public salience is low and largely influenced
by interest groups and (supranational) regulations. This supports
my theoretical expectations and is backed by previous research
(May and Koski 2013; Mulligan et al. 2019). Second, national par-
ticularities play a central role in explaining the (non)introduc-
tion of compulsory insurance for natural hazards, which makes
cross-country comparisons difficult. For instance, in Switzerland,

TABLE 2 | Summary of the results.

path dependencies in insurance traditions made a compulsory
insurance almost inevitable. Third, the effect of problem pres-
sure is highly complex: in Austria, natural disasters led to the
introduction of the national recovery fund. In Switzerland, in-
surance companies were considered responsible for recovering
after natural disasters, which led to the introduction of compul-
sory insurance. Further research should differentiate the effect
of problem pressure in more detail. Besides, a larger dataset with
more cases and more quantitative data is needed to test the hy-
potheses more robustly. The case studies illustrated relationships
but could not fully reject or confirm hypotheses.

Based on eco-social considerations, this article argues that com-
pulsory insurance for natural hazards is a suitable policy instru-
ment to distribute the costs of damages fairly. First, compulsory
insurance reduces the premium amount and creates clear rights
and obligations for the insurance of private property. Second, it re-
duces the public burden, as taxpayers in general do not have to pay
for severe weather in specific regions, and third, only those who
own property have to pay the costs through insurance premiums.
However, more generally speaking, the question arises whether it
is the respective responsibility of individual citizens or not more
a matter of state responsibility to provide security. This links to
critical studies on growth dependency and neoliberalism. The
study of narratives on risks and responsibilities demonstrates that
public risks are becoming more and more rationalized and econ-
omized, making the individual citizen responsible for protecting
his/her property (Collier 2014). Insurance pops up as a technical
solution in a capitalist growth economy, taking the pressure off
the state to be able to act in the climate crisis; at the same time,
it makes natural disasters an exclusively economic loss. This in
mind, compulsory insurance is rather an instrument of the green
growth model where the guarantee of private property has a high
position (Koch 2020). This critical debate on the limits of insur-
ance needs to be the subject of upcoming eco-social literature.

7 | Conclusion

This article has had two overall aims: first, the study seeks to
introduce compulsory insurance for natural hazards as an

Germany

Austria

Switzerland

Hypothesis 1a. Problem pressure

Hypothesis 1b. Problem pressure on
interest groups

Hypothesis 2. Public salience
Hypothesis 3. Elections close
Hypothesis 4. Partisan politics

Hypothesis 5. Power and position of
interest groups

Hypothesis 6a. Supranational
regulations

Hypothesis 6b. Federalism

High, but no effect

High, but no effect

High, certain effect

No Partly Yes
Low Low Low
No No No
Yes No No

Medium strong, rather neutral

EU regulation as aggravating factor

Aggravates national solutions

Weak, in favor

Strong, in favor

No effect EU regulation as
enabling factor
No effect Specific regularities
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eco-social policy by elaborating on how different insurance
models reduce eco-social vulnerabilities. Second, the article the-
orizes and tests different explanations for the (non)introduction
of compulsory insurance for natural hazards. Arguing that such
schemes are the most effective and efficient way to reduce the
eco-social risks associated with natural disasters, I introduce
several hypotheses based on public risk and quiet politics litera-
ture. An explanatory model is developed and applied to the cases
of Switzerland, Austria, and Germany. These German-speaking
countries have a similar risk profile and risk culture but differ
in their insurance model. While Switzerland introduced com-
pulsory insurance in 1993, Austria has an institutionalized fund
for natural hazards, and Germany relies on private insurance
coupled with ad-hoc reconstruction programs.

Empirical analysis reveals that three factors are crucial to ex-
plain the introduction of mandatory schemes. First, a recent
natural disaster is necessary for policy change. However, such
events only increase the likelihood of compulsory insurance if
powerful interest groups have been economically threatened
by recent extreme events. Second, a powerful, well-organized
insurance industry can provide the impetus and structure for
the introduction of compulsory insurance policies. If the in-
surance industry does not favor compulsory schemes or lacks
influence, it is less likely that mandatory insurance for natural
hazards will be introduced. Third, multilevel governance plays
a decisive but complex role. On the one hand, EU deregulation
was a crucial factor explaining why Switzerland introduced its
system of de jure compulsory insurance. On the other hand, de-
regulation and legal constraints at the EU level restricted pol-
icy change in Germany. Overall, this study demonstrates that
compulsory insurance for natural disasters remains part of quiet
politics wherein partisan effects and public salience play far less
of a role in shaping policy discussions and directions.

This article also highlights how compulsory insurance for nat-
ural hazards can be an important policy instrument for climate
change adaptation. Within compulsory systems, the insurance
market has the potential not only to organize risk management
but also to incentivize individual property owners to implement
preventative measures. Compulsory insurance, however, does
not only serve environmental goals. Simultaneously, compul-
sory insurance can reduce social risks originating through the
climate crisis by reducing the size of the premiums, by distrib-
uting costs more fairly, and by making housing a reliable and
legally protected good.

The article is one of the first political science publications on
mandatory insurance for natural hazards. Given the urgent pol-
icy responses to the climate crisis, this article helps to close the
research gap on which role eco-social insurance plays as an an-
swer to the climate crisis (Bohnenberger 2023). Further research
should engage in systematizing different insurance models and
enlarge the number of studied cases to test the explanatory fac-
tors more robustly. In addition, expert interviews with the in-
surance industry seem to be a very profitable endeavor to find
out how public risks as quiet politics operate in detail and which
arguments weigh the most in favor of and against a compulsory
scheme. Besides, future research could empirically test in how
far mandatory insurance for natural hazards reduces eco-social

vulnerabilities, for example, by promoting preventive measures
or by making reconstruction faster and more reliable. Here,
counterfactual models that compare mandatory with voluntary
or a publicly financed recovery fund appear to be the best tool
for making reliable statements about reducing eco-social risks.
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Endnotes

!European Environment Agency; the 32 EEA member countries are
the EU member states, Iceland, Liechtenstein, Norway, Switzerland
and Turkey. The EEA provides independent information on the
environment.

2When referring to insurance for natural hazards, I include both ca-
tastrophe insurance and natural disaster insurance.

3Geneva, Uri, Schwyz, Ticino, Appenzell Innerrhoden, Valais and
Obwalden.
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