
 

Increases in the frequency and severity of extreme weather events has had a 
devastating effect on local populations, property and critical infrastructure. Although 
predicting the scope and scale of the possible changes is proving difficult to model 
precisely, adapting to the changes and improving resilience will be essential.  

In the World Economic Forum’s Global Risks Report 2013 our 

attention is drawn to the fact that the earth’s resilience is being 

tested by rising global temperatures and extreme weather 

events that are likely to become even more frequent and 

severe in the coming decades.  The inability of nature systems 

to resist such changes is becoming more evident.  The Global 

Risks Report characterises the risk of a general failure of climate 

change adaptation along with a persistent inability to stem 

rising greenhouse gas emissions as significant, and likely to 

materialise within the coming decade.

Marsh has joined the United Nations Disaster Risk Reduction 

Private Sector Partnership to support work aimed at enhancing 

national and local resilience to disasters.  The Partnership 

supports the UN Strategy for Disaster Risk Reduction (UNISDR) 

and seeks to raise awareness of risk management and 

contingency planning by working with leading organisations 

in the private sector. As a member of the UNISDR, Marsh 

has signed a “Statement of Commitment” which pledges 

the company’s support to UNISDR’s fundamental principles 

of: “achieving a substantive reduction in disaster losses 

and building resilient nations and communities as an 

essential condition for sustainable development”.  Marsh has 

contributed to the resilience debate by sharing information, 

contributing to discussion papers, and presenting and 

attending conferences and workshops organised by the 

UNISDR to promote our views on city and national resiliency.

Marsh is working with the UN as both a “city member”, 

assisting cities to become more resilient, and as a “city adviser” 

sharing our views on best practice in relation to natural 

catastrophe risk management and risk transfer.  This includes 

highlighting the importance of having insurance to assist 

the recovery of a city after a natural catastrophe event.  Our 

campaign on property sustainability is vital to ensuring that 

reinstatement after a loss is conducted in an environmentally 

friendly and resilient manner.
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MARSH AS A CITY MEMBER

•• Contributions to the community:

–– Case studies about loss and response.

–– Business Emergency Response Group (BERG) — part of Business In The 

Community (BITC).

–– Industry and claims response to UK flooding.

–– Finding a solution to UK flood insurance issues, working with the Government and 

the Association of British Insurers.

MARSH AS AN ADVISER

•• Risk management.

•• NAT CAT Pack – best practice in relation to natural catastrophe (NAT CAT) risk 

management and risk transfer.

•• Loss data collation.

•• Business continuity planning and management.

•• Environmental impact studies.

•• Supply chain risk management.

•• Claims support.

•• Insurance expertise:

–– Property and business interruption insurance.

–– Product development and innovation.

–– Property sustainability (green buildings and resilient repairs clauses). 

–– NAT CAT insurance placements.

–– Narrow the gap between insured and total losses.
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In today’s global business environment, 

supply chains are becoming increasingly 

complex and the dependence being 

placed on them is unprecedented. 

Many organisations are under enormous pressure to reduce costs 

in their supply chain and improve efficiency, whilst also finding 

ways to improve customer service and responsiveness. Reducing 

costs can often result in the unintentional increased exposure to 

risks of disruption, and companies must understand and manage 

the complex web of risks that arise. A Marsh risk survey1 identified 

that although 94% of organisations agreed that supply chain is 

important, only 58% have evaluated the risk exposures derived 

from the supply chain. The consequences of an interruption in the 

supply chain can be severe, as demonstrated by the increased 

severity and frequency of natural catastrophes, including not just 

loss of revenue and decreased profitability, but a reduction in share 

price, and in extreme cases, permanent damage to reputation and 

brand. A survey2 indentified natural hazard exposure as the top risk 

in the supply chain. Marsh has therefore developed innovative 

solutions to these supply chain issues, including both a rigorous 

assessment service and a risk transfer product. 

Although property damage/business interruption policies can 

cover interruption to a supply caused by physical damage at a 

supplier’s premises (often limited to first tier suppliers), they do not 

cover the non-damage interruptions that are so often experienced, 

such as strikes, political risk incidents and port disruptions. Another 

example is the eruption of the Eyjafjallajökull volcano in Iceland 

that caused significant interruption to air transport. There was little 

or no damage in most cases, but the disruption was significant. 

Marsh has worked with leading insurers to develop insurance 

products to meet this client need and fill this gap in the market.

Marsh Risk Consulting offers an assessment service that, as a 

minimum, will provide all the qualitative and quantitative 

information needed to obtain a quote for this policy. However, it is 

recognised that the effective management of supply chains requires 

a more detailed approach, encompassing risk, operational and 

financial considerations. Marsh works with these separate business 

functions to find the best solutions for the business as a whole. The 

assessment provides sufficient data to enable informed decisions 

in relation to risk transfer, but also in relation to improvements and 

the allocation of resource. The assessment service includes: 

 • risk identification; 

 • risk measurement; 

 • risk improvement; and 

 • risk treatment. 

RIsk IdEnTIfICATIon 

Marsh’s supply Chain Risk Management (sCRM) Practice 

undertakes a comprehensive review of supply chain exposures. This 

begins with the mapping of the internal and external supply chain 

(including services) and continues with consideration of the key 

operational processes or services and potentially critical failure 

points. We can also include a natural hazard risk map of suppliers 

using our exclusive broker access to a natural hazard zone database. 

RIsk MEAsuREMEnT
 Many businesses can name the suppliers that represent the 

biggest threat, but the actual financial impact is rarely 

quantified. using a variety of tools including impact modelling, 

forensic accounting and gap analysis, the potential loss of 

gross profit is established. This is shown in terms of the 

maximum exposure and, more importantly, the mitigated loss. 

Supply chain riSk management  

and riSk tranSfer

1
 facing an uncertain future, 109 uk firms polled in 2009

2
 Business Continuity Institute survey (BCI) 2010

 

SUSTAINABILITYTHE CHANGING CLIMATE OF RISK

EMEA Property Practice

Sustainability is a growing 

consideration for many property 

owners and property managers. In 

relation to property, the aspects of 

sustainability that require careful 

consideration include adaptation to the 

changing climate, promoting energy 

efficiency, reducing direct greenhouse 

gas emissions, and minimising the 

impacts on the environment. 

Buildings are responsible for 40 percent of global carbon 

emissions in Europe and, in most developed countries in 

the world, form the largest single emission source 

according to BRE Group 1. With an increase in the demands 

for transparency around the environmental performance of 

buildings, property sustainability has become a key feature 

in the drive for sustainable performance. 

At first glance, it might be difficult to understand how 

property damage insurance could help you to achieve 

those objectives. From a property perspective, Marsh’s 

approach in support of clients’ sustainability goals includes:

 • Promoting the inclusion of property sustainability 

clauses in property damage policies—namely “green 

building” and “resilient repairs” clauses. 

 • A service offering environmental assessments in 

conjunction with BRE Global.

 • Provision of environmental impairment liability 

insurance to cover operational environmental risks 

and liabilities associated with ownership and tenancy.

PROPERTY SUSTAINABILITY 

CLAUSESSet out below is a brief explanation of the property 

sustainability clauses and a proposed approach and 

wording. We deal with the key clauses as follows:

 • “Green building”clauses.

 • “Resilient repairs” clauses.
GREEN BUILDING

The green building clause allows reinstatement of 

property after a major loss to be completed in an 

environmentally friendly manner, with any additional 

cost being paid by insurers. In relation to the property 

damage policy, an extract from an example green 

building clause would be as follows:

“Energy Performance and Sustainable Buildings Extension

This insurance extends to include the reasonable additional cost of 

reinstatement incurred with the consent of the insurers to make the 

following improvements during the reinstatement, repair or 

replacement of the Property Insured following Damage:

PROPERTY SUSTAINABILITY

GREEN BUILDINGS

1
 The Forty Per Cent Symposium, BRE Group, 2011


