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Australian Natural Disaster Insurance: Challenges
and Risks
While there has been a general acceptance that the Australian private insurance market has been able to
meet the challenges posed by natural disasters over the years, recent events have highlighted the alarming
deficiencies in the existing market, prompting cries for the establishment of a National Natural Disaster
Insurance Program.
In view of this, the Australian Centre for Financial Studies (ACFS) has commissioned a paper titled ‘Natural
Disasters and National Natural Disaster Insurance: An Australian Perspective’ by Prof Andrew Worthington
of Griffith University, with the aim of providing an extensive review of Australia’s current activities in
response to natural disasters.
This paper examines the primary challenges and hazards facing the Australian Insurance industry by
exploring the past and current state of disaster response options. Comparisons are drawn with other
international natural disaster insurance programs, such as Japan, Spain, France, United States, New
Zealand, and Turkey. The report assesses the feasibility of establishing a national natural disaster program
in order to address the deficiencies in the existing private insurance market.
Though deficiencies in the form of misunderstanding and inconsistencies often exist, Prof Worthington
argues that there appears to be little justification for the implementation of a national disaster program in
Australia. Factors that further support his conclusion include:




Availability and affordability of property insurance in response to natural disasters;
Significant costs and uncertain benefits with the program; and,
Uncertainty around the impact of moral hazard and adverse selection in household decision making
and behaviour.

Prof Worthington further adds that “better programs include a very specific role for government, mostly as
a reinsurer, with close relationships developed between governments and insurers. “
The full report is available via the Australian Centre for Financial Studies’ Research Database which can be
accessed via: http://www.australiancentre.com.au/Research/ResearchDatabase
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About ACFS:
The Australian Centre for Financial Studies (ACFS) seeks to enhance excellence in financial services by promoting a
strong research network among industry, government and academic institutions.
“Industry relevance” are our watchwords. The Centre specialises in industry-oriented research and events, aiming to
boost the global credentials of Australia’s financial sector and support Australia as an international centre for finance
research, practice, and education.
The Centre is a not-for-profit consortium of Monash University, RMIT, and the professional body Finsia, with associate
members the University of Melbourne, Griffith University and Victoria University. It receives support from a number
of corporate sponsors, and the Victorian Government.
ACFS Code of Research Conduct
ACFS conducts independent research and thought leadership into issues related to the financial sector.
Contracted research may be undertaken for industry research partners, or more commonly, for the purpose of
generating public debate about issues of importance to the sector and the wider community.
The strength of ACFS research is that it is well informed by industry practice and input, and is undertaken with a high
level of expertise, by ACFS research staff and by drawing on our wide network of academic and practitioner
contributors.
We produce accessible and relevant research that is non-partisan, and non-sectoral in its perspective. While we
welcome a diversity of views, the value of our work is underpinned by its independence.
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