CST Nanotechnology: Meeting with Thomas Epprecht, Expert Emerging Risks, Swiss Re, on 14/12/2006

Note of Meeting

Purpose of Meeting

Professor Sir John Beringer met Dr. Thomas Epprecht, an Expert Emerging Risks from Swiss Re, in order to gain the insurance industry’s perspective on the nanotechnology issue.
Background

Swiss Re has been very proactive in investigating the potential risks associated with nanotechnology. In 2004 they published a comprehensive report “Nanotechnology: Small Matter, Many Unknowns” detailing potential risks that the insurance industry should be aware of when dealing with nanotechnology. They have also organised a two-day conference on nanotechnology and cooperate with several international multi-stakeholder bodies such as the Geneva based International Risk Governance Council (IRGC) or the Houston based International Council on Nanotechnology (ICON).

Main Points Arising

Importance to the Insurance Industry

It is important for Swiss Re to consider emerging risks, particularly in areas such as nanotechnology where the potential future market is huge. The key question – from an insurance point of view – is whether a new technology has the potential to cause an unpredicted step-change in the loss ratio, or to trigger a change in liability regime, potentially against the background of an altered public risk awareness.

Current Swiss Re Practice

In the context of liability insurance, it should be noted that insurance firms provide coverage to companies’ legal liability, not to single products or materials. Currently, they ask companies to give particulars if they are using nanotechnology and changing production methods on a large scale, but in general this has no default implication in terms of coverage or cost. To Swiss Re’s knowledge, very few if any insurance/reinsurance firms would fundamentally alter the extent of cover based on whether a company was involved in nanotechnology. However, terms and conditions may be altered where necessary, in particular in order to cut a possible long tail exposure or cumulative loss potential.

Apparently ever re/insurer, including Swiss Re does not insure against loss of public confidence. Irrespective of the difficulty to monetarise such loss, this is an area where there is too high a component of moral hazard and it is thus standard procedure not to insure. 

Definitions

It is very difficult to define nanotechnology. For example, many commonly used products have distributions that, in the tail end, extend into the nano regime. Chemical denomination and formula of a given compound do not reflect material size. Since there are no commonly accepted criteria yet that allow one to draw a legally allowed borderline between nanomaterials and their bulk counterparts, insurance companies do not particularly address nanotechnology in their policies. However, in case single nanomaterials or products prove to be critical, they may be addressed and defined by a change of contractual wording.

There is an urgent need for standards: both for standards in nomenclature and in methodologies. The former could, e.g. be addressed by a threshold defined by the surface/mass ratio in order to distinguish nanomaterial from bulk material. The latter would include standard test procedures and standard reference materials with which to calibrate test methods.

Regulation

Swiss Re does not consider that new laws are necessary at the moment given that general liability laws apply. However, regulation could be best added on a secondary level; i.e. enabling chemicals or product approval bodies to set their own criteria , strictly based on nano-specific hazards, potentially on a case by case basis. 

Any new regulation should be based upon when a material’s physical or chemical properties change due to its size, not based upon an arbitrary size threshold. Current evidence indicates that it may be very difficulty to find a scientific principle that would allow translation of this property-change threshold across different nanoparticles. Since nanomaterials are characterised by an increasing surface (and therefore reactivity) compared to mass, this could be a simple, feasible and generally applicable approach for distinction.

The precautionary principle is a good one but is frequently misinterpreted as a need or guarantee for “zero risk”. Swiss Re thus does not believe that applying the precautionary principle to nanotechnology means calling for a moratorium, but rather for adequate risk governance measures and investment in risk research.

Priority should be given to nanomaterials which are persistent, adsorptive or highly reactive, that easily enter the human body and which are produced in large quantities and/or end up in many products of common use.

Research and Environmental Issues

Although there is general agreement that life cycle assessments are desirable, practicable product stewardship and research into workplace exposure is more important – certainly from an insurance perspective.

Leaving aside direct applications or effects, nanotechnology has a key environmental advantage in that they use less raw material (and frequent less energy) to manufacture compared to large products. However, in the long run this could have disadvantages as the amount of material in each product could be so small as to make recovery of rare materials uneconomical. This should be taken into account when carrying out life cycle assessments.
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