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Natural and man-made hazards have historically 
undermined the developmental gains across the world 
and the Asia-Pacific region is no exception. The Asia-
Pacific region is one of the most vulnerable regions to a 
range of primary hydro-meteorological natural hazards 
such as storms, floods, and droughts. The data from The 
International Disaster Database (EM-DAT) suggest that 
the number of hydro-meteorological natural disasters 
has been increasing at an average annual rate of 217% 
over the past 40 years in the Asia-Pacific region (Centre 
for Research on the Epidemiology of Disasters, 2012). As 
a result, an increase in the number of catastrophic natural 
disasters and related losses was also reported by Munich 
Re (2010), according to which both insured and uninsured 
losses have been increasing over the years (Figure 1).

Climate change has brought an additional dimension 
to disaster risk in the Asia-Pacific region as it is projected 
to exacerbate the intensity and magnitude of various 

natural hazards such as storms, high-intensity rainfall 
events, heat waves, floods and droughts. Especially, the 
projections suggest high probability for an increas-
ing trend in the high-intensity and low probability 
events (IPCC, 2007; Kunreuther and Michel-Kerjan, 
2007). These increased catastrophic risks will further 
undermine the developmental gains already made in the 
Asia-Pacific region.

Hence, in order to address additional risks brought by 
the impact of climate change, there is a need to review and 
reframe the current risk reduction strategies especially in 
terms of development and utilisation of risk-spreading 
instruments within the Asia-Pacific region. Though risk 
insurance can moderate the impacts of climatic hazards 
in rural and urban contexts, and several risk insurance 
initiatives have been implemented at grassroots level 
over the years for reducing the vulnerability of commu-
nities to disasters, the penetration of risk insurance 

HIGHlIGHts
 » Risk insurance can provide an effective means of catastrophic risk reduction and climate change adaptation in 

developing countries.
 » Case studies from within and outside the Asia-Pacific region provide valuable lessons, which could be used for 

promoting risk insurance for future climate regimes.
 » Issues such as high basis risk, lack of qualified historical data for designing and pricing risk insurance, limited 

knowledge and awareness in designing and utility of insurance, high premium prices, limited reinsurance avail-
ability and lack of enabling policies, are the key bottlenecks that limit the spread of risk insurance in the region.

 » This project aims to assess the benefits accrued through community-level risk insurance experiences in the 
region, evaluate barriers limiting its penetration, and identify interventions for greater risk insurance penetration 
leading to climate change adaptation and disaster risk reduction.

 ARCP2013-18nMY-PRAbHAkAR

Scaling up Risk Insurance in the Asia-Pacific 

Region: Issues and Way Forward

Sivapuram Prabhakar1, G. Srinivasa Rao, J. Cummins, J. J. Pereira and J.M. Pulhin
1Corresponding author 

Senior Policy Researcher, Institute for Global Environmental Strategies, Hayama, Japan

Email: prabhakar@iges.or.jp

http://www.apn-gcr.org/resources/items/show/1887
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Figure 1. Trends in 
overall and insured 
losses due to 
catastrophic events 
since 1950.

in the developing Asia-Pacific is poor 
compared to many developed countries 
in the region. The limiting factors are 
poor globalisation of insurance benefits, 
high insurance costs, poor access and 
availability of qualified location-specific 
weather data, poor structural risk mitiga-
tion, lack of enabling policies, imperfect 
information, and technical complexity. 
The United Nations Framework Conven-
tion on Climate Change (UNFCCC) and 
Hyogo Framework for Action (HFA) 
are seeking for a global framework for 
promoting risk insurance but with little 
clarity on efficacy in addressing issues at 
the community level. 

The poor spread of insurance remains 
a concern for the Asia-Pacific region 
especially in the non-health catastrophic 
risk insurance sector, which is attributed 
to the following factors: 

•	 High premium costs: High residual 
risks, lack of optimum number of 
insurers, low competition and low 
number of insured population all 
lead to higher premium costs than 
what they could be in the Asia-
Pacific region.

•	 Low affordability: Affordability 
relates to both the high cost of 
insurance and the low willingness 
to subscribe to insurance services 
which is, in turn, a function of 
lack of risk awareness. 

•	 High residual risks: Residual risks 
are the risks uncovered by other 
structural and regulatory risk 

mitigation mechanisms, which are 
poorly developed in the region.

•	 Policy environment: Though risk 
insurance is a “market instrument” 
(i.e., its dynamics are determined 
or governed by the principles of 
an open market), government 
policies and regulatory guidelines 
act as precursors for flourishing 
of the sector and ensure the effec-
tiveness of the instrument.

•	 Poor presence of insurers and 
reinsurers: All the above factors 
act as disincentives for the prolif-
eration of insurers and reinsurers.

It can be seen that most of the above 
factors are interlinked and provides 
an example of the “chicken and egg” 
dilemma. In order to promote risk insur-
ance in the Asia-Pacific region, there is a 
need to overcome these limitations. 

Quantifying risk insurance benefits 
will help various stakeholders to 
recognise the value of insurance in risk 
mitigation and hence will pave the way 
to greater acceptance of risk insurance 
as a risk management tool. Surprising 
enough, there are only few studies that 
bring out climate change adaptation 
and disaster risk reduction benefits of 
risk insurance though insurance has 
been widely regarded as an effective risk 
mitigation tool. This project, therefore, 
aims to assess the benefits accrued 
through community level risk insurance 
experiences in the region, evaluate barri-
ers limiting its penetration, and identify 
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interventions for greater risk insurance penetration 
leading to climate change adaptation and disaster risk 
reduction. The specific objectives of the project are as 
follows:

•	 To identify technical, socio-economic, institu-
tional and policy barriers limiting penetration 
of risk insurance: What insurance alterna-
tives can be designed for locations with poor 
weather data?

•	 To assess climate change adaptation and disas-
ter risk reduction benefits and costs accrued 
through risk insurance initiatives: What 
benefits of risk insurance help it to scale up?

•	 To identify enabling environments to scale up 
risk insurance: What policy and institutional 
processes can help scale up risk insurance? 

•	 To sensitise policy makers and other stake-
holders on scaling up risk insurance

This research identifies solutions to issues like 
poor availability or access to available weather 
information, identifying alternative innovative risk 
insurance products where weather information is not 
available, and exchanging research outcomes through 
various international and regional policy forums. 
This research is consistent with the climate change, 
agriculture and food security (CCAFS) project of the 
Consultative Group (CG)-alliance as it investigates 
index-based crop insurance, which plays an important 
role in climate-related risk reduction in agriculture 
sector.

References

CRED (2012) EM-DAT Database, 2012. OFDA/CRED 
International Disaster Database, Data Version 
12.07. Brussels: Université Catholique de Louvain. 
Retrieved from http://www.emdat.be

IPCC. (2007). Climate Change 2007: The Physical 
Science Basis. (S. Solomon, D. Qin, M. Manning, 
M. Marquis, K. Averyt, M. M. B. Tignor, … Z. 
Chen, Eds.). Cambridge: Cambridge University 
Press. Retrieved from http://www.cambridge.org/
features/earth_environmental/climatechange/
wg1.htm

Kunreuther, H. C., & Michel-Kerjan, E. O. (n.d.). 
Climate change, insurability of large-scale 
disasters, and the emerging liability challenge.: 
An article from: University of Pennsylvania Law 
Review.

Munich RE. (2009). Topics Geo: Natural Catastrophes 
2009: Analyses, assessments, positions.

ARCP2013-18nMY-PRAbHAkAR  

Project title

Assessing Community Risk Insurance 
Initiatives and Identifying Enabling 
Policy and Institutional Factors 
for Maximizing Climate Change 
Adaptation and Disaster Risk 
Reduction Benefits of Risk Insurance

countries involved

Bangladesh, India, Japan, Malaysia, Philippines, 
Viet Nam

Project durAtion

Year 1 of a two-year project

APn FundinG

US$ 80,000   

Project leAder

Dr. Sivapuram PrABhAKAr 
Institute for Global Environmental Strategies, 
2108-11, Kamiyamaguchi, hayama, Kanagawa, 
240-0115, JAPAN

Tel: +81 46 855 3846

Email: prabhakar@iges.or.jp

Website: http://www.iges.or.jp

http://www.emdat.be
http://www.cambridge.org/features/earth_environmental/climatechange/wg1.htm%0D
http://www.cambridge.org/features/earth_environmental/climatechange/wg1.htm%0D
http://www.cambridge.org/features/earth_environmental/climatechange/wg1.htm%0D
http://www.apn-gcr.org/resources/items/show/1887


Asia-Pacific Network for Global Change Research

APN Secretariat
East Building, 4F
1-5-2 Wakinohama Kaigan Dori
Chuo-ku, Kobe 651-0073
JAPAN

Tel: +81 78 230 8017
Fax: +81 78 230 8018
Email: info@apn-gcr.org
Website: www.apn-gcr.org

http://www.apn-gcr.org

	Featured Articles
	ARCP2011-05CMY-Bae
	Past Trends and Future Projections of Climate and Hydrology over Asia including 18 Demonstration Basins in Asian Water Cycle Initiative (AWCI) Countries
	ARCP2011-09CMY-Towprayoon
	Strategic Rice Cultivation for Sustainable Low Carbon Society Development in Southeast Asia 
	ARCP2011-10CMY-Lutaenko 
	Coastal Marine Biodiversity of Viet Nam: State and Current Problems 
	ARCP2011-21NSY-Manurung
	Reconstruction of Sea Level Change in Southeast Asia Waters Using Combined Coastal Sea Level Data and Satellite Altimetry Data
	ARCP2012-04CMY-Salik
	Socio-Economic Vulnerability of the Mangroves Ecosystem to Climate Change in South Asia: A Case Study of the Indus and Ganges Deltas
	CBA2012-06NSY-Zhang
	Capacity Building Assessment for Integrated Marine Biogeochemistry and Ecosystem Research in the Asia-Pacific Region
	CBA2012-07NSY-Arida
	Building Capacity on Access and Benefit-Sharing in Southeast Asia
	CBA2012-08NSY-Hongbo
	Marine Invasive Species in the Northwest Pacific Region of China
	CBA2012-12NSY-Cruz
	Conservation Farming Village (CFV) Programme for Protecting Uplands and Building Resilient Communities

	Regional Research Projects Funded under the Annual Regional Call for Research Proposals (ARCP)
	ARCP2013-01CMY-Patra/Candell
	Greenhouse Gas Budgets of South and Southeast Asia
	ARCP2013-02CMY-Fortes
	Seagrass-Mangrove Ecosystems: Bioshields against Biodiversity Loss and Impacts of Changes along Indo-Pacific Coasts
	ARCP2013-03CMY-Herath
	Adaptation Strategies to Enhance Resilience of Rice Terrace Farming Communities 
	 ARCP2013-04CMY-Meinke
	Improving the Robustness, Sustainability, Productivity and Eco-efficiencies of Rice Systems throughout Asia
	ACRP2013-05NMY-Li
	Development of an Integrated Climate Change Impact Assessment Tool for Urban Policy Makers (UrbanCLIM): Progress on Dataset Development and Modelling 
	ARCP2013-06CMY-Quynh
	Carbon Emissions and Fluxes from the Red River (Viet Nam and China): Human Activities and Climate Change 
	ARCP2013-07CMY-Roy
	Coastal Ecosystems and Changing Economic Activities: Challenges for Sustainability Transition along Chinese and South Asian Coasts
	ARCP2013-08CMY-DeCosta
	A Study on Loss of Land Surface and Changes in Water Resources due to Sea Level Rise 
	ARCP2013-09CMY-Carter
	Coral Reef, Water Quality Status and Community Understanding of Threats in the Eastern Gulf of Thailand
	ARCP2013-10CMY-Yoo
	Toward a Fire and Haze Early Warning System for Southeast Asia
	ARCP2013-11CMY-Yabe
	GEOSS/Asian Water Cycle Initiative/Water Cycle Integrator (GEOSS/AWCI/WCI)
	ARCP2013-12CMY-Burnett
	Phosphorus Dynamics in Tonle Sap Lake, Cambodia
	ARCP2013-13CMY-Sase
	Dynamics of Sulphur Derived from Atmospheric Deposition and its Possible Impacts on East Asian Forests
	 ARCP2013-14NMY-Miyata
	Towards CarboAsia: Integration and Synthesis of Ecosystem Flux Data in Tropics/Subtropics and Croplands in Asia by Activating Regional Tower-based Observation Networks
	ARCP2013-15NMY-Manton
	Coordinated Regional Climate Downscaling Experiment (CORDEX) in Monsoon Asia
	ARCP2013-16NMY-Li
	Assessing Spatiotemporal Variability of NPP, NEP and Carbon Sinks of Global Grassland Ecosystems in Response to Climate Change from 1911-2011
	ARCP2013-17NMY-Tangang
	Southeast Asia Regional Climate Downscaling Project (SEACLID)
	 ARCP2013-18NMY-Prabhakar
	Scaling up Risk Insurance in the Asia-Pacific Region: Issues and Way Forward
	ARCP2013-19NMY-Gomboev
	Boreal and Tropical Forest and Forest-Steppes in East Asia: A Comparative Study on Climate Impacts and Adaptation
	ARCP2013-20NMY-Shrestha
	Climate Change and Runoff Scenarios in South Asia: An Analysis of Observed Data
	ARCP2013-21NMY-Yamada
	Adaptation of Solid Waste Management to Frequent Floods in Vulnerable Mid-Scale Asian Cities
	 ARCP2013-22NMY-Sellers
	Mega-Regional Development and Environmental Change in China and India
	ARCP2013-23NMY-Sthiannopkao
	Developing Scientific and Management Tools to Address Impacts of Changing Climate and Land Use Patterns on Water Quality in East Asia’s River Basins 
	 ARCP2013-24NSY-Fidelman
	Supporting Governance Institutions for Adaptive Capacity to Environmental Change
	ARCP2013-25NSY-Shahid
	Vulnerability and Adaptation to Climate Change in Groundwater-dependent Irrigation Systems in Asian Countries
	ARCP2013-26NSY-Patankar
	Characterising Public and Private Adaptation to Climate Risks and Implications for Long-Term Adaptive Capacity in Asian Megacities
	ARCP2013-27NSY-Liu
	The Indian Ocean Zonal Dipole Mode Simulated in CMIP5 Multi-Model Ensemble

	Scientific Capacity Development Projects Funded under the CAPaBLE Programme
	CBA2013-01CMY-Rasul
	Impact of Climate Change on Glacier Melting and Water Cycle Variability in Asian River Basins
	CBA2013-03NMY-D’Arrigo
	Atmospheric Circulation Reconstructions over the Earth (ACRE) Southeast Asia (SEA) — Towards New Weather and Climate Baselines for Assessing Weather and Climate Extremes, Impacts and Risks
	CBA2013-04NSY-WCRP 
	International Conference on Regional Climate — CORDEX 2013: Towards Improved Knowledge Serving Society
	CBA2013-05NSY-Sutrisno
	The Implementation of Multi-sensor Remote Sensing Technology for Sustainable Disaster Management 
	CBA2013-06NSY-Shrestha
	Enhancing Groundwater Management Capacity in Asian Cities through the Development and Application of Groundwater Sustainability Index in the Context of Global Change
	CBA2013-07NSY-Dahal
	Policy Brief Writeshop for Early Career Researcher: An Approach to Promote Greater Science-Policy Interface in South Asia
	CBA2013-08NSY-SOLAS
	The Sixth Surface Ocean-Lower Atmosphere Study (SOLAS) Summer School
	CBA2013-09NSY-Pascoe
	Building Capacity for Socio-Ecological Resilience to Coral Bleaching Events in Indonesia, Malaysia and Thailand
	CBA2013-10NSY-Visco
	Communicating and Operationalising Site-specific Climate Change Adaptation Strategies in Selected Upland Communities in Southeast Asia
	CBA2013-11NSY-Pakharkova
	Scale in Earth System Governance: Local Case Studies and Global Sustainability
	CBA2013-12NSY-MAIRS
	Promoting Sustainability Science in Monsoon Asia
	CBA2013-13NSY-Varma
	Building Capacity for Adaptive Governance through Participatory Modelling: Rural and Urban Flooding in India
	CBA2013-14NSY-Maity
	Promoting Algaculture in Trapped Waters as Sustainable Aquafarming and Adaptive Climate Mitigation in Inundated Coastal Areas 
	CBA2013-15NSY-Heinrich-Sanchez
	Building Capacity in Marine Litter Management in the NOWPAP (Northwest Pacific Action Plan) Region
	CBA2013-16NSY-Dargantes
	University Initiatives for Food and Water Security in a Changing Climate

	Focused Activities under the Low Carbon Initiatives (LCI) Framework
	LCI2012-01NMY(R)-Vashist
	Identification of Policy and Institutional Gaps, Drivers and Strategies to Scale-Up Low Carbon and Energy Efficient Technology Application in the Construction and Infrastructure Sectors of South Asia
	 LCI2012-02NMY(R)-Dhakal
	Understanding and Quantifying the Water-Energy-Carbon Nexus for Low Carbon Development in Asian Cities
	LCI2012-03NMY(R)-Lopez
	Assessment of Carbon Sequestration through Vermitechnology in Organic Farming
	LCI2012-04NMY(R)-Macandog
	Knowledge and Opinion on the Sustainability of Bioenergy Production in Asia: Cases in China and the Philippines
	LCI2012-05NMY(R)-Jupesta
	Low Carbon Urban Infrastructure Investment: Cases in China, Indonesia and Japan 
	LCI2012-01NSY(C)-Maeda 
	Building Capacity for MRV of GHG Emissions in Phitsanulok Municipality, Thailand
	LCI2012-02NSY(C)-Guerrero
	Strengthening Community Voices in REDD+ Policy

	Methods
	_GoBack
	_GoBack
	Appendix
	OLE_LINK5
	OLE_LINK6
	OLE_LINK8
	_GoBack
	_GoBack
	OLE_LINK5
	OLE_LINK19
	_neb6CA2FDFC_A044_4535_B0EB_6D8A084BC1D4
	_GoBack
	_GoBack
	_GoBack
	_ENREF_1
	_ENREF_7
	_ENREF_8
	_ENREF_9
	_ENREF_1
	_ENREF_13
	_ENREF_14
	_GoBack
	_GoBack
	_ENREF_1
	_ENREF_10
	_ENREF_11
	_ENREF_12
	_GoBack
	_GoBack
	_GoBack
	OLE_LINK1
	OLE_LINK2



