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On the evening of 10 May 1861 a fire broke out in Glarus, the capital of the
small canton of the same name, at around half past nine. A f6hn storm was
blowing down the Linth valley that night. Its gusts carried the flames across
the densely built town centre within a few hours. By the following morning
593 buildings had been destroyed, among them the parish church, the town
hall and the seat of the cantonal government. Only the western quarters,
some older neighbourhoods on the edge of the town and the textile
printing works survived. According to a local account prepared for the
150th anniversary, some 3,000 people lost everything they owned within a
few hours and five people died.’

The material damage was enormous for a town of this size. The ETH report
puts the loss of property at around ten million francs and counts 257
residential buildings and 332 other structures among the ruins, while 2,257
people were left without any possessions.” To put this figure in perspective,
the entire share capital with which the Schweizerische Kreditanstalt had
been founded in Zurich five years earlier amounted to fifteen million
francs, so that a single night in a mountain town had destroyed assets worth
two thirds of the capital of the country’s most ambitious bank.’

Insurance covered only a fraction of this loss. The cantonal building
insurance of Glarus, like the other public fire insurers created in the Swiss
cantons since the early nineteenth century, pooled risks within a small
territory and held modest reserves. When a large part of the insured
buildings burned at once, the fund could not meet its obligations and the
canton had to step in. Private fire insurance for movable property and
commercial goods was still thinly spread in Switzerland. What closed much
of the gap was charity. Donations from all over Switzerland and from
abroad reached 2,754,000 francs, a remarkable sum that illustrates both the
solidarity of the young federal state and the absence of a financial
mechanism capable of absorbing a disaster of this kind.*
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The reconstruction of Glarus became one of the most admired urban
planning achievements of nineteenth-century Switzerland. The Zurich
architect Johann Caspar Wolff and the Glarus architect Bernhard Simon
designed a new town on a grid of broad, rectangular streets, lined with
classical and neo-Renaissance masonry buildings, while the Tschudirain
hill was removed to connect the new district with the surviving quarters.
Within two years, according to the ETH survey, 288 new houses with 518
apartments had been completed together with public buildings and shops,
on some 600 parcels newly surveyed by the engineer Johann Jakob Fierz.
The disaster thus left two legacies. One was the modern town of Glarus,
built of stone and laid out for fire safety. The other was a lesson about the
limits of local risk pooling, which the insurers of the day drew in very
different ways.’

The canton-based building insurers responded by cooperating with each
other. Their answer, formalised half a century later, was the
Riickversicherungsverband kantonal-schweizerischer
Feuerversicherungsanstalten founded in 1910, today the Interkantonaler
Riickversicherungsverband, through which the public building insurers
still reinsure one another.® Private enterprise drew a different conclusion,
one that concerned the geographic spread of risk. A fire insurer whose
policies were concentrated in one region could be ruined by a single
conflagration. If it passed part of every risk to a specialised company that
accepted business from many insurers in many countries, the losses of any
one night would be spread across a portfolio large enough to absorb them.
This principle of professional reinsurance had already been put into
practice in Germany.

The first independent professional reinsurer, the Kolnische
Riickversicherungs-Gesellschaft, had been established in Cologne in the
years after the great fire of Hamburg in May 1842, which had been the first
large loss to shake the already international insurance industry.
Reinsurance as a practice was much older. The earliest documented
reinsurance arrangement dates from fourteenth-century Genoa, where
marine underwriters passed on part of a risk they had accepted. What was
new in the nineteenth century was the independent company whose sole
business was to accept risks from other insurers, without writing any direct
business of its own and therefore without competing with its clients.’”

It is often said that the Glarus fire caused the foundation of Swiss Re. The
company’s own historian has been more careful. In Haueter’s history,
published by Swiss Re, the caption to a photograph of Glarus after the fire
reads: “The fire is said to have led to the foundation of Swiss Re. While
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certainly it highlighted the need for reinsurance there is no direct evidence
in the records indicating that Swiss Re was founded because of the fire.”
The Historisches Lexikon der Schweiz, for its part, traces the origins of the
company to the Glarus disaster, which had revealed that insurance cover
was insufficient. Both statements can be reconciled. By demonstrating to
the Swiss public and to Swiss insurers what a concentrated fire loss could
do, Glarus made a domestic reinsurance company plausible. The decision
to found one, however, was taken two years later by a small group of
insurance managers and bankers for reasons that were as much commercial
as prudential.®
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