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1. Title of project: The global marketization of risk 

 
2. Describe the project and how it meets the criteria for the competition: 
 
There is a global market for trading in the risk of loss from large-scale disasters such as Hurricane Sandy in 2012 
or the 2011 Japanese earthquake and tsunami. As such catastrophic events increase in frequency and severity, 
this market, currently estimated at USD 1.6 trillion, is projected to grow to a USD 1.9 trillion industry by 20181.  
Professor Jarzabkowski has conducted funded research into the reinsurance aspect of this industry, estimated at 
USD 0.2 trillion of premium1, as the basis for her ground-breaking book on Making a Market for Acts of God, 
that is currently having enormous industry and media interest and impact. Her aim is to build upon her prior 
grant success and existing knowledge to develop a new grant application to study changes in the entire value 
chain of risk transfer.  
 
The global nature of financial markets, combined with the increasingly globally inter-connected nature of 
complex, tightly-coupled technological systems, means that these highly uncertain large-scale risks are being 
captured and traded from local markets into global financial markets in ways that are poorly understood for their 
social or economic effects. Recent changes in ways of trading catastrophic risk (e.g. new financial products), 
alongside the emergence of new forms of risk (e.g. cyber risk) and new capital market players (e.g. hedge funds), 
have disrupted the existing traditional market for risk, with little understanding of the implications for current 
and future trading. 
 
The prize will underpin the development of a major grant application to comprehensively examine and theorize 
about the transfer of risk throughout the value chain, from those organizations exposed to risk in specific 
localised contexts around the world, to those capital markets players in key financial centres that accept that risk 
for a profit. I aim to investigate how risk is conceptualized and packaged by these various different parties as a 
form of protection prior to a disaster, and how these different ways of constructing risk affect the evaluation of 
loss after a disaster, and, hence the flow of capital to cover those losses. I aim to understand how events trigger 
social and technical learning across the market that generates adaptations in global patterns of risk transfer as 
actors at different points in the value chain change their practice to accommodate their experiences. As this is an 
ambitious programme of research, I aim to target the ESRC large grant scheme, or even a call for ESRC 
Research Centres, if one is open at the time of application. If unsuccessful, I will then target Leverhulme, which 
welcomes ambitious and innovative research designs. 
 
This prize will allow me to conduct a small pilot study in the UK market for large-scale risk. Specifically, I will 
examine an established catastrophic risk market, flood risk in the UK, and focus specifically on the critical 
stakeholders that calculate risk and/or transfer it to other players. Among other issues, this small project aims to 
shed light on the role of key players in shaping risk and matching it to products; how the calculations necessary 
for the market to work are distributed between players; and how they connect and interrelate. This pilot study 

                                                 
1 Insurance risk study: Growth, profitability, and opportunity. Aon Benfield, 2014. 

Global reinsurance industry 2013-2018: Trends, profits and forecast analysis. Mumbai: Bharat Book Bureau, 
2015. 

 



will need a Research Fellow half-time over 6 months to compile information on the scale and scope of the 
market, the relative composition of traditional and emerging players and products, the different capital products 
available for risk transfer, which parties are issuing these products, and how they are perceived and understood at 
different points within the value chain. This pilot study will be done through documentary searches, followed up 
by some 15 semi-structured interviews with a small group of the relevant parties for the larger grant application, 
including insurers, reinsurers, modelling companies, hedge funds, and regulators. The aim is to conduct 2-3 
interviews at each point in the value chain, in order to test my theoretical ideas, substantiate the feasibility of the 
proposed methodology, and gain industry input into the research questions, which I would then roll out in a large 
grant application covering risk transfer from different countries into global capital markets and covering 
different types of large-scale risks. The pilot will also enable me to gain industry support and demonstrate both 
the likelihood of access, as well as the intended impact of the study, which is now a key requirement of ESRC 
grant applications. I anticipate being able to fulfil the data collection component of the pilot study by leveraging 
my existing network of contacts within the insurance and reinsurance industry. 
 
3. Describe the outcomes of the project by which its success may be judged (half side): 
 
This pilot study will collect primary and secondary data, generate industry contacts and collaboration in the 
research design, and canvas industry support, in order to underpin a large grant application. Its success will be 
judged by i) the data gathered; ii) the research contacts made; iii) the development of a research project that can 
feasibly be submitted to a large grant competition; iv) the formulation of clear and specific research questions; 
and v) the ability to gain letters of support from industry parties, as required by the ESRC to demonstrate 
knowledge exchange and impact potential of the grant.  
 
Further, the success of the project will be evidenced in the applicant’s refining of a theoretical framework for 
such a large-scale and novel project. The trading of disaster risk within financial markets remains largely a 
theoretical and empirical ‘black box’. While the ability to quantify and package these risks is central to their 
trading, we have little understanding of how, and if, different market players draw upon specific tools, 
technologies and other forms of judgement in very different ways or what implications this variation holds for 
the way the market functions. The successful completion of this pilot study will provide the information to 
develop a grant application that will permit novel theorizing about global market mechanisms for large-scale risk 
transfer specifically, and global financial market functions more generally.  

 
4. Amount requested: £12,000 to cover the salary costs of a Research Fellow half time for 6 months. 

This time scale is needed to scope the project, set up interview contacts, conduct the interviews and 
analyse these and the secondary data in a meaningful way for a grant application. As a research fellow 
with existing knowledge of the industry is critical to support the targeted nature of the work, I intend to 
use the funds to deploy my existing Research Fellow, Dr Chalkias, to this specific project.  

 
5. Start date anticipated: November 2015  
 
6. I agree to present this at the Competition on 4 June 2015: YES 
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