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Abstract

After the flooding in 2002 European governments provided billions of Euros of financial
assistance to their citizens. Although there is no doubt that solidarity and some sort of
assistance are reasonable, the question arises why these damages were not sufficiently
insured. One explanation why individuals reject to obtain insurance cover against
natural hazards is that they anticipate governmental and private aid. This problem
became to be known as “charity hazard”. The present paper gives an economic
analysis of the institutional arrangements on the market for natural disaster insurances
focusing on imperfections caused by governmental financial relief. It provides a
theoretical explanation why charity hazard is a problem on the market for natural
disaster insurances, in the way that it acts as an obstacle for the proper diffusion and

therefore the establishment of natural hazard insurances. This paper provides a review
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of the scientific discussion on charity hazard, provides a theoretical analysis and points

out the existing empirical problems regarding this issue.

Keywords:

Natural hazard insurance Market failure Governmental assistance

Related research @

People also read Recommended articles Cited by
153

Who bears the indirect costs of flood risk? An economy-wide assessment of different insurance systems
in Europe under climate change >

Nina Knittel et al.
Economic Systems Research
Published online: 30 Oct 2023

Climate change and insurance >

Stephen J. Collier et al.
Economy and Society
Published online: 14 Apr 2021

The moral economies of natural disasters insurance: solidarity or individual responsibility? >

Laurence Barry
Journal of Cultural Economy
Published online: 6 Oct 2023

View more


https://www.tandfonline.com/keyword/Natural+hazard+insurance
https://www.tandfonline.com/keyword/Market+failure
https://www.tandfonline.com/keyword/Governmental+assistance
https://www.tandfonline.com/doi/full/10.1080/09535314.2023.2272211?src=recsys
https://www.tandfonline.com/author/Knittel%2C+Nina
https://www.tandfonline.com/doi/full/10.1080/03085147.2021.1903771?src=recsys
https://www.tandfonline.com/author/Collier%2C+Stephen+J
https://www.tandfonline.com/doi/full/10.1080/17530350.2023.2258909?src=recsys
https://www.tandfonline.com/author/Barry%2C+Laurence

Information for Open access

Authors Overview

R&D professionals Open journals

Editors Open Select

Librarians Dove Medical Press
Societies F1000Research
Opportunities Help and information
Reprints and e-prints Help and contact
Advertising solutions Newsroom

Accelerated publication All journals

Corporate access solutions Books

Keep up to date

Register to receive personalised research and resources
by email

QSignmeup
O"M
i o ¥¢|

Copyright © 2025 Informa UK Limited Privacy policy Cookies Terms & conditions eTaonr&Francis Group

an informa business

Accessibility

Registered in England & Wales No. 01072954
5 Howick Place | London | SW1P 1WG



https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

