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Abstract

Background and Objective: Experimental environmental risk includes the probability and severity of
a potential event that has an adverse effect on the environment. Environmental risk may, in addition to
causing loss to the environment, also lead to damage to persons or their property. Therefore, in
response to the complex and real characteristics of environmental pollution risk, the insurance industry
has developed new methods to solve the problem of this particular phenomenon in the world.
Environmental insurance is a tool to take responsibility for the environmental risks arising from
industrial activities in which both the insured and the third party are identified in order to cover the
related damages. This type of insurance is a market-oriented solution to reduce corporate operating
costs, reduce government costs and advance economic development.

Material and Methodology: In this research, descriptive, exploratory and explanatory methods are
used. After explaining the dimensions of the issue and providing an overview of the types of risks and
damages caused by environmental hazards, it was tried to extract different types of environmental
coatings based on international experiences. In order to achieve the desired results, the content of
written documents and internationally documented experiences were examined and analyzed.
Findings: The requirements and structures required to provide various types of environmental
insurance coverage in the country are not yet available. Implementing basic insurance in
environmental pollution liability insurance requires overcoming some problems. These problems are
usually related to factors that complicate the insurance process. Therefore, considering that no
comprehensive research has been conducted in this field in the country, in order to expand the
insurance capacity in environmental pollution liability insurance and reduce the risk of compensation
for insurers in the country, this study examines the risks and types of environmental insurance
coverage in the global insurance market, the results of this research will pave the way for managers
and experts in promoting knowledge and efforts to provide this coverage.

Discussion and Conclusion: In order to expand the insurance capacity in environmental pollution
liability insurance and reduce the risk of compensation for insurers, this study was conducted to be
useful for use in the country's insurance market and reduce the economic damage caused by it.
Therefore, the classification of types of environmental risk, the ability to insure environmental risk,
the types of environmental insurance coverage, examples of environmental risk assessment and
pricing models and methods of risk transfer were stated.

Keywords: Environmental Insurance, Environmental Risk, Risk Management.
Classification JEL: Q51, Q56, G22.
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1- Environmental hazard
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1- Chemical hazard

2- Physical hazard

3- Biological hazard
4- Psychosocial hazard
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Table 2. The deadliest environmental disasters in the last 50 years
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1- Bhopal

2- Chernobyl

3- Exxon Valdez
4- Asbestos

5- Gulf war
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1- Credit risk

2- Compliance risk

3- Political risk

4- Operational risk

5- Asset impairment risk
6- Technology risk
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1- Errors and Omissions (E&Q)
2- Contractual risk

3- Reputational risk

4- Climate change

Sy) 99 atd o] codlad aslol | sl el Sen
) s ol axog el a5 Jlgel 4y & )lad Sy)) S5
JURPS N SPVCSUN K GUN PR VSN B B 1 JICIE SO
(5 kiel S )) 03K ,5b ooy e oy o asd ollys
o] 815 8 el S e ) Soa gl
L oowbow b8l 5 b 5l w0ed o)ly Cany) laore a
Tl (b Som)) Eedlad 939 51 6259l (sl elox]
el e YL slaslatinl Jleel Jlas! T Gb
ool (ol j G Suun ) (G —F-Y

&y

W9 i H9eg sl Sy 5 Sl



va v (o § Oy o s ) o oo

(YY) rado0 Dol wlwl g Jaaocams § (S y (giupamds -V Jgua

Table 3. Classification of environmental risks based on severity
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Table 4. Characteristics of environmental losses
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3- Adverse selection
4- Cross liability
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1- Co-insurance
2- Moral hazard
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3- Environmental Liability Policy
4- Pollution Legal Liability
5- Pollution and Remediation Legal Liability
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1- Fixed site
2- Bodily injury and property damage
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6- Transportation coverage
7- Environmental coverage for landfills
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1- Contractor’s Pollution Liability
2- Cleanup Cost Cap

3- Remediation Stop-Loss

4- Environmental Clean-up costs
5- Lender’s Pollution Liability
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1- Contract damages

2- Brownfield Restoration and Development
3-Safety and Environmental pollution liability
insurance(SEPLI)
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2- Failure Modes and Effect Analysis
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3- Risk intensity function
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Figure 4. Conceptual model for environmental premium calculation
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2- Alternative Risk Transfer

3- Alternative Risk Financing

4- Captive Insurance Companies
5- Parent Corporation
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3- Environmental liability directive
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2- Loss Portfolio Transfer (LPT)
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