THE DAY THE SKY TURNED BLACK
By Kirsten Clark
The fallout from the eruption of Eyafjallajokull volcano in Iceland in April had consequences for the global tourism industry far beyond the grey ash clouds that spread across the skies, writes Kirsten Clark of SATIB. 
While no loss of life or direct damage was caused by the eruption of this 300-year dormant volcano in the remote icy north, Eyafjallajokull’s resulting ash cloud proved to be one of the most disruptive and costly natural events of the year to date. 

Looking back at April and tallying up the costs of six days with no flights from European airports presents a sobering picture. It has been estimated that the global aviation sector lost US$2,6 billion in the first week after the eruption alone and that visitor spend across the globe was affected to the tune of roughly US$1,6 billion. Africa and the Middle East lost a reported US$591 million in GDP, mostly due to the loss of airfreight for perishable goods and global GDP took a US$4,7 billion whack. 

According to media house Bloomberg, more than 100 000 flights were cancelled after the volcano discharged its ashy mass into the atmosphere. Airline management stated that this Act of God eclipsed even the turmoil that existed in the industry after 9/11. 

Insurance 
The insurance industry has been largely stunned by the widespread losses and knock on effects. CEO of Oxford Economics, Adrian Cooper, presented the ‘Economic Impacts of Air Travel Restrictions Due to Volcanic Ash’ report at the World Travel and Tourism Summit in Beijing and stated that the economic losses extended well beyond the airlines, their service providers and passengers. “Economies worldwide have been damaged as suppliers realise indirect losses. International trade has suffered, particularly for just-in-time production and perishable products such as exotic fruits and flowers.”
According to the latest report from market leader Swiss Re, natural and manmade disasters annually claim 15 000 lives and cost insurers approximately US$26 billion. The total disaster bill for society for 2009 was a shocking US$62 billion. The report states that the most prominent types of threats are all types of flooding, landslides, hail storms, tornadoes, droughts and bush fires. 

Reactions 
So how did the insurance industry react to this Act of God? For the most part the travelers who had travel insurance were paid out but the Business Interruption policies did not respond. As Gavin Courtenay, MD of SATIB Risk Solutions explains, “Most BI policies do not extend to disruption on air space or denial of access. They will respond if the ash damages the actual business property itself but most All-Risks property insurance policies are not set up to cater for the types of losses that stem from an Act of God. Clients need to ensure that their policy includes a Force Majeure extension in order to get cover for this freak type of incident.” 

Underwriters Marsh MD, Volker van Widdern, concurs. “In terms of property damage, a volcanic eruption is part of the earthquake peril in an All Risks policy. However, a physical loss or some form of destruction has to occur before the policy is triggered.” 

Tourism and Travel 
Perhaps the most striking consequence for the tourism and travel industry was the realisation that business continuity planning and the relevant insurance cover is key. While the ash cloud did not adversely affect most South African businesses, the incident has certainly brought home some hard truths. As rare as volcano eruptions and other Acts of God are, they do happen. This year’s multiple cases of flooding along the Vaal River are a case in point and many hospitality business owners will remember the vicious storms in 2008 that battered the coastline from KwaZulu-Natal to the Garden Route. The Cape Winelands have been evacuated once already this year as fire fighters battled a bush fire. 

Recovery 
The Swiss Re report went onto to say that insurance was a key part of business recovery. It provides individuals, business and government structures with the financial means to recover from losses. As a result, Swiss Re contends that today’s insurance providers are ready to provide more appropriate cover. Balance sheet protection has become an integral part of business planning and the events in April have highlighted the need to anticipate even the unexpected. 
Number of words: 708
NB: The above article may be reproduced provided that acknowledgement is made regarding the source and author. Article extracted from the SATSA Tourism Tattler Trade Journal – Issue 2 of 2010

( Tourism Tattler (Pty) Ltd
Tel: +27 (0)31 572 2348

Fax: +27 (0)86 651 5080

E-mail: info@tourismtattler.co.za

