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 COVID-19 is having devastating social and financial 

consequences across the United States, highlighting significant 

vulnerabilities in the health and financial security of our country.

 Businesses of all sizes and in all sectors are impacted by the 

current crisis; the frequency of disease outbreaks is on the rise; 

and there is no large scale current private insurance solution.

 Development of a public-private partnership with the right 

incentives for all parties is the only option to mitigate future 

economic impact of pandemics and accelerate economic 

recovery from COVID-19. 

COVID-19’s EFFECT ON THE ECONOMY
SUPPORTING NEED FOR A PUBLIC PRIVATE PARTNERSHIP 



COVID-19’s EFFECT 
ON COMMERCIAL INSURANCE MARKETS
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GLOBAL EPIDEMIC THREATS:
DEADLY, COSTLY, INCREASINGLY FREQUENT
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Several intensifying trends 

have increased the likelihood 

of pandemics, including:

In just the last two decades, more than 400 human disease outbreaks have been recorded, 

including at least seven events that cost $1 billion or more, according to Metabiota.

Global travel + 
connectivity

Urbanization

Land use changes

Incursion into the 
natural environment



COVID-19’s Effect on the Economy
DRIVING DEBATE ON INSURABILITY 

Today, Wikipedia defines insurability as whether a particular type of loss (risk) can be insured in theory. Risks that 
can be insured by private companies typically share seven common characteristics:

1) Large Number of Similar Exposure Units
Using data to model predicted losses for large, expected risks

2) Definite Loss
The loss takes place at a known time, in a known place, and from a known cause

3) Accidental Loss
The event that constitutes the trigger of a claim is outside the control of the beneficiary of the insurance

4) Large Loss
The size of the loss must be meaningful from the perspective of the insured

5) Affordable Premium
The premium cannot be so large that there is not a reasonable chance of a significant loss to the insurer

6) Calculable Loss
There are two elements that must be at least estimable – (1) the probability of loss and the (2) attendant cost

7) Limited Risk of Catastrophic Large Losses
Insurable losses are ideally independent and non-catastrophic
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POLICYHOLDER FEEDBACK
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Marsh and MMA clients have expressed widespread support for a public-private 

partnership model that creates a viable and affordable insurance market for pandemic risk

General themes and feedback from client 
discussions:

 Affordability: Clients are highly price sensitive 
beyond 4-5% ROL 

 Claims: Rapid payment during crisis

 Coverage:  Business continuance  

 Accessibility:  Solution must meet needs of 
businesses of all sizes

 Bending the Risk Curve:  PPP should 
develop advanced risk management guidelines 
to incentivize proactive risk mitigation



CURRENT PANDEMIC PROPOSALS
AS OF OCTOBER 2020
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Several proposals have been introduced by carriers, policyholders, and trade groups



Accelerate Recovery by Reducing Uncertainty

 Moving forward, lenders and equity markets will seek assurance that companies 

have protection against prospective pandemic risk.

 The pace of recovery will depend on the nature and degree of confidence in the 

marketplace.  

Financial Protection Against Future Pandemics

 A pandemic risk insurance facility will absorb some of the initial financial shock 

of a pandemic 

 Insurance coverage enables businesses to retain employees and meet financial 

obligations through the peak of uncertainty. 

Bend the Risk Curve

 Insurance creates the right economic incentives to drive change in society. 

 It is critical that we act now to harness risk management to build a more resilient 

US economy.

PANDEMIC RISK INSURANCE PROGRAM – WHY NOW?
A pandemic risk insurance program will serve vital national interests:



NEXT STEPS
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Marsh is one of the Marsh & McLennan Companies, together with Guy Carpenter, Mercer, and Oliver Wyman. 

This document and any recommendations, analysis, or advice provided by Marsh (collectively, the “Marsh Analysis”) are not intended to be taken as advice regarding any individual situation and should 

not be relied upon as such. The information contained herein is based on sources we believe reliable, but we make no representation or warranty as to its accuracy. Marsh shall have no obligation to 

update the Marsh Analysis and shall have no liability to you or any other party arising out of this publication or any matter contained herein. Any statements concerning actuarial, tax, accounting, or legal 

matters are based solely on our experience as insurance brokers and risk consultants and are not to be relied upon as actuarial, tax, accounting, or legal advice, for which you should consult your own 

professional advisors. Any modeling, analytics, or projections are subject to inherent uncertainty, and the Marsh Analysis could be materially affected if any underlying assumptions, conditions, information, 

or factors are inaccurate or incomplete or should change. Marsh makes no representation or warranty concerning the application of policy wording or the financial condition or solvency of insurers or 

reinsurers. Marsh makes no assurances regarding the availability, cost, or terms of insurance coverage. Although Marsh may provide advice and recommendations, all decisions regarding the amount, 

type or terms of coverage are the ultimate responsibility of the insurance purchaser, who must decide on the specific coverage that is appropriate to its particular circumstances and financial position.
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