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Today’s Agenda
• 09:00 - 09:05    Chairman’s Introduction

• 09:05 - 09:25   Keynote Presentation - Paula Jarzabkowski

• 09:25 - 09:45    Question & Answer
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University of Queensland Business School



Protection Gap Entities:
Moral Hazard or Moral Opportunity?

Paula Jarzabkowski, Konstantinos Chalkias, 

Eugenia Cacciatori, Rebecca Bednarek



• Insurance brings global capital to speed economic and social recovery and 

support post-disaster growth. Lack of insurance sets countries back decades.

• In advanced economies, disaster insurance is in retreat

• Louisiana; 50% can’t find insurance. Australia: 12% extreme insurance stress

• In developing and emerging economies, meaningful levels of insurance remains 

challenging

• Taiwan: Insurance as 15% of GDP, Nigeria 0.4% (Source: Statista, October 2022)

Disaster Insurance is in Crisis



The Insurance Sweet Spot

BALANCING 

CONTROL

Government 

regulates the market 

to enable prudent 

social safety net.

Industry provides 

societal protection 

from disaster as a 

commodity for a profit. 

BALANCING 

KNOWLEDGE

Too much: 

Deterministic certainty 

over what losses will 

occur, and to whom.

Too Little: Cannot 

calculate probability of 

disaster and amount 

needed to pay losses. 

BALANCING 

RESPONSIBILITY

Collective: Must be 

large enough to pay 

the random losses of 

a few individuals.

Individual: Must bear 

their weight and not 

overburden the 

collective. 

Output:
Insurability 

via a PGE

Increasing severity, frequency and concurrence of disasters 

A PGE is a government-legislated, not-for-profit insurer or reinsurer to counteract 

unaffordable and unavailable insurance



Risk-reflective pricing is so granular that highly-exposed individual properties are being 

priced out of the market

Society wants protection from frequent severe disaster. If industry takes risk prudently, it 

excludes some parts of society. The government develops a PGE to subsidize those at 

most risk
Well I've seen premiums of sort of £30-40,000 for a £300,000 

property. Ludicrous, and nobody's actually going to pay it, so it 

might be risk-reflective but it's not real world. (114)

“The market had failed for a certain group of customers, and there 

was a clear social need to do something about it” (411).

PGE Origination: Too much knowledge



“How do you develop it when the data are so bad – most of the 

countries did not have very long or good quality time series of data on 

that disaster. So how do you build a model and how do you test it?” 

PGE Origination: Too little knowledge

Society wants protection. The market cannot/has not modelled the risk. To make or 

maintain a market, governments develop a PGE for the specific market gap

“Terrorism is so volatile, and the marketplace is a result of this. It’s 

very difficult for the insurance market to control that volatility. […] 

Probably, we will always need a government to some extent” (329)

Maintaining a MarketMaking a Market



That’s Not Fair!

What about moral hazard? Free-riding on the collective by knowingly or carelessly 

taking risks that others have to pay for

A little story: After the 2017 floods, the Townsville Good Shepherd 

aged care home’s premiums increased to $670,000/annum. Insurance 

costs of $8/day for each of their 230 residents. Yet aged care fees are 

capped. There is no alternative aged care for that many residents in 

Townsville. 

Free-riding?

PGE EFFECTS ARE NOT ALWAYS BENIGN

Maybe insurance coverage wouldn't be available in some 

locations if it wasn't for the PGE. Because private insurers 

they'd be like “no, we’ll be out of here, thanks, we're not 

covering tops of cliff and floodplains and fault zones.”  So 

maybe it is taking away the absolute incentive to 

adapt and mitigate to climate change effects 



Poll: Who should pay for the rising costs of insurance

1. The people with properties at high risk should pay more

2. All policyholders in the private market should pay more

3. Subsidized insurance through a compulsory government pool

4. A disaster relief fund instead of insurance



Can we make it fair? Insurance as moral opportunity

© Eugenia Cacciatori, Paula Jarzabkowski, Rebecca Bednarek, Konstantinos Chalkias 2023

Financial Resilience: Affordable insurance with high uptake

Risk 

Knowledge

Physical Resilience and Adaptation

Integrated in 

developing 

risk maps

Integrated in 

designing 

infrastructure

Integrated in 

developing 

construction 

standards

Integrated in 

land use 

planning 

Integrated in 

disaster 

response to 

contain loss

Build-Back -

Better to 

mitigate loss

The unique aspect of our system is that we cover three parts. We 

have prevention, we have intervention, and insurance. … The 

public insurance companies are closely working together with the 

canton administration. So for example, if a homeowner applies for 

a construction permit, this never will go without knowledge of 

the public insurance companies. 



Integrating insurance with climate adaptation

Maladaptation

(Back-to-normal) Climate Adaptation

Localized 

systems 

Short-term Long-term

Wider

 systems Scope

Time 

horizon



Paula Jarzabkowski, Konstantinos Chalkias, Eugenia Cacciatori, Rebecca Bednarek

https://fdslive.oup.com/www.oup.com/academic/pdf/openaccess/9780192865168.pdf

It’s Time to Reimagine Disaster Insurance
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Comments, Questions & Answers
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Forthcoming Events

Visit: https://fsclub.zyen.com/events/forthcoming-events/ 

Watch past webinars: https://www.youtube.com/zyengroup

• Wednesday, 10 April 2024 (11:00 - 11:45 GMT)   The Future Of The Arts 
And Humanities: The First 25 Years Of The Arts And Humanities 
Research Council

• Thursday, 11 April 2024 (14:00 - 14:45 GMT) Intellectual Curiosity: How 
The Growth Of Institutions Like The Athenaeum Club Have Contributed 
To The Life And Success Of London

• Monday, 15 April 2024 (11:00 - 11:45 GMT)   Leadership In Sustainable 
Finance: Charting A Course Through Purpose, Profit, And Politics

https://fsclub.zyen.com/events/forthcoming-events/
https://www.youtube.com/zyengroup
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