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] ] The growing severity of natural disasters due to more unpredictable
Artl(;le History climate change disrupts the economic system requiring new financial
Received: 17-05-2025 tools to handle the related risks. Climate finance has become essential
Revised: 17-06-2025 for aiding disaster risk reduction and preparedness efforts.
Accepted: 20-06-2025 Nonetheless, obstacles like insufficient alignment of financial tools

with resilience approaches, governance issues, and restricted
community capabilities impede its efficacy. This study systematically

Keywords examines the role of climate finance in funding disaster risk reduction
Climate Finance; and preparedness efforts and how financial instruments activated by
New Financial Instrument; disasters can enhance the effectiveness of these initiatives. This
Climate Resilience. research utilizes a systematic literature review that adheres to the

preferred reporting items for systematic reviews and meta-analysis
framework, examining 27 peer-reviewed publications from Scopus
and Web of Science. The analysis indicates that financial tools
activated by disasters can lower financial losses by as much as 25% in
climate risk situations. Essential results emphasize the significance of
government policies in enhancing these tools, the involvement of
private sector funding, and the necessity for region-specific risk
evaluation frameworks. Gaps in execution remain, especially in
developing nations, arising from funding shortages, a $90 trillion
deficit for green infrastructure by 2025, and governance
inefficiencies. The incorporation of climate funding and disaster-
related tools greatly improves community resilience and the stability
of financial systems. This study can inform policy formulation for
integrating climate finance governance to promote the swift
advancement of financial instrument innovation, enhance local
resilience, guarantee inclusive, and sustainable funding.

This article has open access under the CC-BY-SA license.

1. Introduction
The increasingly unpredictable climate change phenomenon has triggered changes in
financial instruments. These financial instruments must be innovatively designed to provide
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funding support to manage the financial risks associated with natural disasters and to provide
a rapid response in post-disaster recovery efforts. The Inter-American Development Bank
(IDB) developed a Contingent Credit Facility (CCF) to ensure that financial support is
available in the immediate aftermath of a disaster (Collich et al.,, 2020). Integrating Climate
Disaster Risk Finance (CDRF) is an integral part of disaster risk management planning. It
provides a framework for governments to manage the financial risks associated with climate
change (Cisse, 2021). Central European countries collaborate on an insurance payment
mechanism to manage flood risks. This mechanism was implemented to reduce the impact of
fiscal losses and to ensure a rapid post-disaster economic recovery process (Pollner, 2012).
These innovations are a part of the climate finance system.

Climate finance is a financial component currently the focus of global finance (Delmon,
2024). This idea has changed over the last few decades, prompting international transfers of
capital from advanced to emerging nations and engaging multilateral development
institutions such as the World Bank, International Finance Corporation (IFC), regional
development banks, and the private sector to aid climate change mitigation and adaptation
initiatives (Mohamadi, 2021; Michaelowa & Sacherer, 2022). Various forms of climate finance
include green bonds (Bracking, 2019), targeted lending (Bhandary et al, 2021), carbon,
capture, usage, and storage (CCUS) (Warren, 2019), blended finance (Purkayastha & Sarkar,
2021), international climate funds (Steckel et al, 2017), and weather-indexed insurance
(Bhandary et al,, 2021) were developed specifically to address the economic instability that
has become apparent due to the increasing frequency and intensity of natural disasters.

Economic instability has been significantly affected by the increasing frequency and
intensity of climate-related natural disasters. Coronese et al. (2019) revealed that economic
damage caused by natural disasters has increased with frequency and severity. This suggests
that climate change exacerbates natural disasters, which encourages the establishment of
financial systems to manage disaster risks and economic impact (Zhou et al., 2023). Figure 1
shows alarming historical data quoted from Ritchie and Rosado (2024) to reinforce this

explanation.
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Data source: EM-DAT, CRED / UCLouvain (2024) OurworldinData.org/natural-disasters | CC BY
Note: Data includes disasters recorded up to April 2024

Figure 1. Worldwide Natural Disaster Data

Since the mid-20th century, there has been a significant increase in the number of
documented natural disasters worldwide. In the early 1960s, the world experienced fewer
than 100 disasters annually. However, this number has increased to over 400 events each
year during the first decade of the 21st century and continues to increase. This pattern of
rising frequency directly indicates the growing number of physical hazards confronting the
global economy. Furthermore, a report from The United Nations Framework Convention on
Climate Change (UNFCCC) indicated that the frequency of natural disasters has risen five
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times in the last 50 years because of climate change and increased instances of extreme
weather. Each disaster carries the potential for significant economic losses; therefore, the
spike in their frequency inherently creates a more unstable and high-risk economic
environment. Natural disasters, such as droughts, extreme temperatures, floods, landslides,
storms, and forest fires, not only cause direct damage to the environment but also impact
economic systems in the long term, especially in developing countries where financial
mechanisms are often inadequate (Kousky, 2014).

This phenomenon is the main driver behind the need to develop resilient financial
systems such as climate finance, specifically designed to manage disaster risks and finance the
transition to a safer and more sustainable future. Hallegatte (2016) reveals that countries
with sound financial systems and access to risk insurance recover faster and experience
fewer losses in the long run. The government's role as a policymaker is indispensable in
supporting post-disaster relief, recovery, and reconstruction efforts (Rini, 2020).
Policymakers need to prioritize developing and implementing financial instruments that can
minimize the impact of natural disasters, such as promoting insurance mechanisms in
disaster-prone areas, investing in adaptive infrastructure, and implementing early warning
systems to mitigate the risks posed. In addition, it is necessary to identify climate-related
fiscal risks to maintain economic stability and ensure adequate funding for disaster response
efforts. These challenges highlight the need for empirical evidence of the effectiveness of
various financial instruments in reducing disaster risk. Existing studies still address the
potential benefits of financial instruments, such as insurance and bonds, so data and research
findings on their real-world impact are limited, especially in different socioeconomic contexts
(Bayer & Stigler, 2015).

Although individual studies explore specific instruments or regional challenges, there is
a noticeable gap in the literature regarding a comprehensive synthesis of how climate finance
broadly and disaster-triggered instruments are being integrated, and what the collective
evidence suggests about their potential synergies and practical limitations. Consequently, the
current scientific landscape lacks a systematic literature review (SLR) that maps existing
knowledge, identifies relevant research themes, and highlights critical knowledge gaps at the
intersection of these rapidly evolving financial domains. This study aims to fill this gap by
providing such an SLR, offering a unique and timely consolidation of evidence that is crucial
for informing future research directions and policy interventions in an era demanding robust
and integrated financial solutions for climate resilience, and to review and synthesize the
strategic role of disaster-induced financial instruments in enhancing the effectiveness of such
initiatives. This study developed targeted research questions to guide a thorough review
process. The goal is to systematically analyze these intricate interactions and deliver a
structured, evidence-based synthesis that fills recognized gaps. The research questions below
are the foundation for a systematic review of pertinent studies.

RQ1: How can the integration of climate finance and disaster-triggered financial instruments
enhance the effectiveness of disaster risk reduction and increase community resilience to
climate change impacts?

RQ2: What are the key barriers to implementing climate finance mechanisms, and how can
disaster-triggered financial instruments help overcome these barriers?

A systematic literature review employed a structured method to address these research
questions. In tackling RQ1, the review emphasizes recognizing and consolidating conceptual
frameworks, definitions, and classifications that illustrate the connection between climate
finance and financial instruments triggered by disasters. This involves assessing empirical
data on how tools, such as contingent credit, parametric insurance, and catastrophe bonds,
improve the efficiency of climate finance approaches in mitigating the effects of climate
disasters and bolstering community resilience, focusing on indicators such as adaptive
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capacity, vulnerability reduction, and recovery. As for RQZ2, the review identifies key
documented challenges in implementing climate finance and evaluates how disaster-
triggered financial instruments can overcome these barriers and improve the overall
effectiveness of the climate adaptation and mitigation financing system. This methodological
approach ensured that each research question was thoroughly investigated using evidence
from the selected literature collection.

2. Literature Review
2.1. Climate Finance Framework

Climate finance plays a crucial role in gathering resources to aid mitigation and
adaptation initiatives aimed at lowering carbon emissions, enhancing greenhouse gas
uptake, and bolstering the resilience of human ecological systems to the adverse effects of
climate change (Pittel & Riibbelke, 2013; Dubash, 2019). The theoretical foundation of
climate finance is deeply rooted in the environmental economics paradigm, which
conceptualizes climate change as a manifestation of global market failure (Khan & Munira,
2021). This phenomenon occurs because of the negative externalities of greenhouse gas
emissions and the public good characteristics of the climate. Market failure resulting from
climate change necessitates coordinated joint action, which can be understood through
regime theory and global collaboration (Dent, 2022). This framework explains the
formation of global institutions, such as the United Nations Framework Convention on
Climate Change (UNFCCC) in 1992 and the Paris Agreement in 2015, which are based on
the principle of shared but differentiated responsibilities according to each country's
capacity and serve as a reference for the distribution of resources and mitigation and
adaptation burdens (Naser & Pearce, 2022).

2.2. Disaster-Triggered Financial Instruments Framework

Disaster-activated financial instruments are funding instruments designed to be
deployed quickly and efficiently after a natural disaster (Tong & Zhang, 2020). Improving
climate financing approaches will strengthen community resilience, especially in
developing nations, against disasters, and lessen reliance on foreign assistance or
reallocating funds from other areas (Chirisa et al,, 2021). The theoretical foundation of
financial instruments activated by disasters is firmly rooted in the disaster risk-financing
framework, which emphasizes the importance of ex-ante financing strategies to enhance
financial resilience and reduce post-disaster economic impacts (Grove, 2021). Risk
transfer theory is central to this framework, explaining how catastrophe bonds and
parametric insurance transfer part of the risk burden from governments or corporations
to efficient capital markets (Zhao et al,, 2021). The creation of disaster-focused financial
tools is also motivated by the need to overcome the shortcomings of conventional markets
in delivering liquidity rapidly and effectively following a disaster. In this context, theories
regarding information asymmetry and moral hazard play a crucial role in promoting the
adoption of innovative trigger mechanisms such as parametric triggers, which are
designed to mitigate these issues (Strausz, 2017).

2.3. Catastrophe Risk Layering Theory

Catastrophe risk layering theory provides a comprehensive conceptual framework
for understanding the interlinkages between climate finance and disaster-triggered
financial instruments and their strategic roles in building resilience to climate disasters
(Shi et al,, 2020). Integrating climate finance into this theoretical framework can ensure
that resources are allocated efficiently for post-disaster responses and ex-ante
investments in risk reduction and adaptation, which are the focus of climate finance.
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Through this approach, disaster-triggered financial instruments become faster and more
predictive channels for climate finance, amplify financial impacts, accelerate post-disaster
recovery, and enhance community resilience (Levy & Herst 2018). According to Cummins
and Mahul (2009), catastrophe risk-layering theory aids in understanding how a suitable
mix of financial tools can offer financial safeguards and enhance government systems in
addressing financial risks associated with climate change and disasters. Thus, catastrophic
risk layering theory is a crucial theoretical basis for assessing the relationships, efficiency,
integration, and difficulties within climate financing mechanisms and disaster-related
financial instruments.

3. Research Methods

3.1. Research Design

This research investigated the connections between polychronic orientation, job
satisfaction, distributive justice, and turnover intention among front-line retail employees
working on the front lines. The population comprised 3.522 frontline staff members of the
Indomarco Prismatama Company (Indomaret) Bali Branch. A purposive sample was
employed to choose participants with at least six months of experience in frontline roles.
The sample size was calculated using the Slovin algorithm with a 10% margin of error, to
obtain 100 responses. Polychronic orientation was treated as the independent variable in
this study, with job satisfaction and distributive fairness mediating the relationship, and
turnover intention as the dependent variables. A 5-point Likert scale was employed to
assess these attributes, with participants rating their agreement from 1 (strongly disagree)
to 5 (strongly agree). Figure 2 shows the stages of the SLR method applied in the studies
by Bonfield et al. (2018) and Sauer and Seuring (2023).
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. Identify research gaps and related questions

. Determine the type of theoretical approach
9 . Define and organize the research framework
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J
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Step 4. Data Extraction and Quality Appraisal

. Perform literature categorization for thorough examination and integration
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. Choosing a data extraction tool
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e  Offer an improved theoretical framework and analyze the research's contributions.

Figure 2. Steps in the SLR Method

Giovanni et al. (Integrating climate finance and disaster-triggered instruments for climate ...) 235



Jurnal Fokus Manajemen Bisnis
Volume 15, Number 2, September 2025, Page 231-249

3.2. Data Collecting Method

Scopus and Web of Science were the database sources used in this study. This is
because Scopus and Web of Science index millions of articles from various disciplines and
thousands of reputable journals worldwide, allowing researchers to access broad and
diverse literature (Song et al, 2016). In addition, both sources contain reputable and
internationally recognized journals for the quality of papers indexed in all research fields
(Bourcet, 2020). The initial stage was to identify keywords pertinent to the research
subject, enabling the discovery of articles for analysis (Mahood et al., 2014). The database
search strategy in this study used the keywords (All = ("climate finance" or "climate risk"
or "disaster risk" or "climate change" or "disaster")) and (All = ("disaster instruments" or
"climate instruments")). These keywords were gathered to assist researchers in ensuring
that their research was systematic, efficient, and yielded accurate and pertinent outcomes.
The search was conducted on October 29, 2024. Figure 3 shows the recommended
reporting item framework for the systematic reviews and meta-analyses.

[ Identification of studies via databases and registers ]
)
c Records identified from*: Records removed before the
2 Scopus (n = 150) screening: Duplicate records
8 Web of Science (n = 16) removed (n = 14)
= >
=
(<]
s
~—
) ¢
Records marked as ineligible by Records excluded by screening
applying additional inclusion and » through additional inclusion and
exclusion criteria (n = 152) exclusion criteria (n = 106)
o v
= Records screened based on Title Records excluded by screening
3 and Abstracts (n = 43) »| through Title and Abstracts (n = 22)
8
Reports assessed for Quality Reports excluded: (n = 0)
Appraisal (n = 24) >
- Studies included in the review
| | (n=24)
=]
©
£

Figure 3. The Preferred Reporting Items for Systematic Reviews and Meta-Analyses
Framework

3.3. Inclusion and Exclusion Criteria

Following the keyword search in the database, it is important to set criteria for
including and excluding documents to pinpoint more pertinent literature (Pratama &
Wijayanti, 2023). The inclusion and exclusion criteria guidelines provided by the Joanna
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Briggs Institute aligned with the Population, Concept, Context (PCC) framework and
established a systematic document selection approach with defined eligibility criteria and
suitable scope to achieve the research goals. This tactic was applied during this phase
(Pollock et al. 2023). The population element was excluded from this study because it did

not concentrate on a specific group (Aromataris, 2020).

Table 1. Inclusion and Exclusion Criteria Based on the PCC Framework

Criteria Inclusion Exclusion
Population - -

Concept A study on disaster-triggered financial Studies that do not discuss climate
instruments to improve the finance or financial instruments
effectiveness of climate finance. affected by disasters.

A study on integrating climate finance Studies that only discuss climate
and disaster-induced financial finance or financial instruments in
instruments to increase community isolation without linking them to
resilience to climate change impacts. disaster risk management.

A study on the barriers to effective Studies that focus solely on the
implementation of climate finance technical aspects of climate change
mechanisms. without addressing the financial
A study on the effectiveness of various implications or related financial
financial instruments in reducing instruments.

climate-related disaster risks.

Context Studies that include a global Studies that focus on specific
perspective or focus on developing sectors or industries without

countries vulnerable to climate

change.

broader implications for climate
finance or disaster risk
management.

Table 2 contains additional criteria in addition to the inclusion and exclusion criteria
shown in Table 1. This was used to clarify the eligibility criteria for selecting documents to
be included in the study population.

Table 2. Additional Inclusion and Exclusion Criteria

Criteria

Inclusion

Exclusion

Publication Period

Studies published in the last 10
years (2015-2024). The period was
chosen to ensure that the studies
with the selected research topic are
still relevant and up-to-date.

Studies published before 2014.

Publication Types Journal articles, reviews, and Non-peer-reviewed publications
conference papers that are peer- such as technical reports, books, or
reviewed. news articles.

Language Publication in English. Publications in languages aside

from English.

Journal Quality

Articles published in journals
indexed in Scopus or Web of
Science.

Articles that are not indexed by
Scopus or Web of Science.

Access

Publications are available in open-
access format.

Publications that cannot be

accessed in full-text.

Publication Stage

Publications that have been fully
published (final)

Publications that have not been
published in full (articles in press)
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3.4. Data Extraction and Quality Assessment

The datasets obtained from the Web of Science and Scopus databases were then
combined using Microsoft Excel. At this stage, the process of deleting duplicate data was
also performed. The synthesis of findings in this study focuses on the author, publication
year, title, publication type, publication source, abstract, keywords, topic and field of study,
study design, and results (Al-Lawati et al, 2022). To enable each reviewer to produce
consistent and unbiased data extraction results, the second, third, and fourth authors
separately performed the data extraction process (Bonfield et al., 2018). Furthermore, the
results of the data extraction process conducted separately by each author will be
discussed in a brainstorming session to resolve any disagreements arising during the data
extraction process.

The study employed the Critical Appraisal Skills Program (CASP) to assess the
quality of research that fulfilled the inclusion and exclusion criteria. The authors
collaborated to review the initial quality assessment. The primary author performed a
quality reassessment to finalize the overall quality evaluation conclusion. Nonetheless, this
study did not exclude other studies due to the outcomes of this quality assessment, as this
quality evaluation was carried out to compare studies concerning quality. This is done to
synthesize findings by prioritizing the results of high-quality studies while considering
relevant research results from lower-quality studies (Long et al., 2020).

4. Result and Discussion
4.1. Results of the Screening and Quality Assessment Process

Table 3 shows the documents that fulfilled the inclusion criteria during the screening
process and were selected as samples for this study. All studies reviewed in this research
were fully published and publicly accessible.

Table 3. List of Included Studies

Authors Title Year Source Title Publication
Stage
Neumann, K., & Material  efficiency and 2022 Journal of Final
Hirschnitz- global pathways towards Sustainable
Garbers, M. 100% renewable energy Development of
systems dynamics findings Energy,  Water
on potential and constraints and Environment
Systems
Tao, H., Zhuang, S., Environmental finance: An 2022 Technological Final
Xue, R, Cao, W,, interdisciplinary review Forecasting and
Tian, J., & Shan, Y. Social Change
Qi, X, & Han, Y. How carbon trading reduces 2020 Polish Journal of Final
China’s pilot emissions: An Environmental
exploration combining LMDI Studies
decomposition and synthetic
control methods
Hirschnitz- Exploring perspectives on 2022 Journal of Final
Garbers, M., climate-resource-nexus Sustainable
Araujo Sosa, A, & policies: Barriers and Development of
Hinzmann, M. relevance in different world Energy, = Water
regions and Environment
Systems
Shao, W, Dai, D.,  The effect of carbon trading 2024 Sustainability Final
Zhao,Y. &Ye,L.  pilot policy on resource (Switzerland)

allocation  efficiency: A
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Authors Title Year Source Title Publication
Stage
multiple mediating effect
model of development
innovation and investment
Bostan, M. EU electricity policymakers' 2021 International Final
(in) sensitivity to external Journal of Energy
factors: A  multi-decade Economics and
quantitative analysis Policy
Richardson, A, & Carbon trading with 2020 Springer Final
Xu, J. blockchain Proceedings in
Business and
Economics
Schiiler, M., & A multi-domain instrument 2022 Safety Science Final
Matuszczyk, ]. V. for safety climate: Military
safety climate questionnaire
(MSCQ) and NOSACQ-50
Nielsen, K. S,, Improving climate change 2020 One Earth Final
Stern, P. C, Dietz, mitigation analysis: A
T., Gilligan, ]. M,, framework for examining
Van Vuuren, D. P, feasibility
Figueroa, M. ], ... &
Wood, R.
Plank, B., Do material efficiency 2021 Journal of Final
Eisenmenger, N,, improvements backfire?: Industrial
& Schaffartzik, A.  Insights from an index Ecology
decomposition analysis
about the link between CO2
emissions and material use
in Austria
Bauer, F., Nielsen, Plastics and climate change 2022 One Earth Final
T.D, Nilsson, L.]., breaking carbon lock-ins
Palm, E., Ericsson, through three mitigation
K., Frane, A, & pathways
Cullen, J.
Strojek-Filus, M.,  Assesment of the quality of 2022 Management Final
& Sulik-Gérecka, reporting information on Systems in
A. CO2 emission rights on the Production
example of energy sector Engineering
groups listed on the Warsaw
Stock Exchange
Chen, S. Designing the Nationwide 2023 Green Finance Final
Emission Trading Scheme in
China
Bauer, F,, Hansen, Assessing the feasibility of 2022 Resources, Final
T, & Nilsson, L.].  archetypal transition Conservation,
pathways towards carbon and Recycling
neutrality-A comparative
analysis of European
industries
Lopez-Vallejo, M.  Zero-Net  Emissions in 2023 North America Final
Canada: Federal Policies and
Provincial Diversity
Garcia, N.E, & Plan writing as a policy tool: 2022 Journal of Final
Ulibarri, N. Instrumental, conceptual, Environmental
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Authors Title Year Source Title Publication
Stage
and tactical uses of water Studies and
management plans in Sciences
California
Turnheim, B., & Exploring the role of failure 2020 Environmental Final
Sovacool, B. K. in socio-technical transitions Innovation and
research Societal
Transitions
Vogl, V., Ahman, The making of green steel in 2021 Climate Policy Final
M., & Nilsson, L.].  the EU: A policy evaluation
for the early
commercialization phase
Arora-Jonsson, S, Carbon and cash in climate 2016 Antipode Final
Westholm, L., assemblages: The making of
Temu, B. ], & anew global citizenship
Petitt, A.
Chunark, P., Low carbon transportation 2015 SpringerPlus Final
Thepkhun, P,, in Thailand: CO2 mitigation
Promjiraprawat, strategy in 2050
K., Winyuchakrit,
P, &
Limmeechokchai,
B.
Ivkovi¢, I, The estimation of GHG 2018 Transport Final
Cokorilo, 0., & emission costs in road and
Kaplanovig, S. air transport sector: Case
study of Serbia
Hertwich, E. G., Material efficiency strategies 2019 Environmental Final
Alj, S., Ciacci, L., to reducing greenhouse gas Research Letters
Fishman, T., emissions associated with
Heeren, N., buildings, vehicles, and
Masanet, E., ... & electronics-A review
Wolfram, P.
Carrapatoso, A, & Multiple wins, multiple 2018 Sustainability Final
Geck, A. organizations—How to
manage institutional
interaction in  financing
Forest Landscape
Restoration (FLR)
Larsson, ], Kamb, Measuring greenhouse gas 2018 Environmental Final
A., Nassén, |, & emissions from international Impact
Akerman, J. air travel of a country's Assessment
residents methodological Review
development and

application for Sweden

This study sampled 24 papers and evaluated them for quality using a ten-question
CASP checklist. Table 4 displays the outcomes of this evaluation.
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Table 4. Result of Quality Assessment
Source CASP Questions

(Hertwich et al., 2019)
(Larsson et al., 2018)
(Carrapatoso & Geck, 2018)
(Ivkovi¢ et al.,, 2018)
(Chunark et al., 2015)
(Arora-Jonsson et al., 2016)
(Vogl etal,, 2021)
(Turnheim & Sovacool, 2020)
(Garcia & Ulibarri, 2022)
(Neumann & Hirschnitz-Garbers, 2022)
(Tao etal., 2022)

(Qi & Han, 2020)
(Hirschnitz-Garbers et al., 2022)
(Shao et al., 2024)
(Bostan, 2021)
(Schiiler & Matuszczyk, 2022)
(Nielsen et al., 2020)
(Plank et al,, 2021)
(Bauer et al., 2022a)
(Strojek-Filus & Sulik-Gorecka, 2022)
(Chen, 2023)

(Bauer et al,, 2022b)
(Lopez-Vallejo, 2023)
(Richardson & Xu, 2020)
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“Was there a clear statement of the aims of the research?”

“Is a qualitative methodology appropriate?”

“Was the research design appropriate to address the aims of the research?”

“Are the study's theoretical underpinnings clear, consistent and conceptually

coherent?”

“Was the recruitment strategy appropriate to the aims of the research?”

“Was the data collected in a way that addressed the research issue?”

7. “Has the relationship between researcher and participants been adequately
considered?”

8. “Have ethical issues been taken into consideration?”

9. “Was the data analysis sufficiently rigorous?”

10. “Is there a clear statement of findings?”

Description: N: “No", Y: “Yes", C: “Cannot tell".

B W N

AN

The quality assessment results showed that all scientific publications sampled in the
study were of good quality based on the quality classification recommendations on the
CASP website. These recommendations state that if at least the first three questions are
answered "Yes," the paper is of good quality and reliable. Next, data extraction was
performed for the 24 studies included in the research sample. The extracted results were
used to compile the data synthesis to answer the research questions.

Giovanni et al. (Integrating climate finance and disaster-triggered instruments for climate ...) 241



Jurnal Fokus Manajemen Bisnis
Volume 15, Number 2, September 2025, Page 231-249

4.2. RQ 1: The Integration of Climate Finance and Disaster-triggered Financial

Instruments Enhance the Effectiveness of Disaster Risk Reduction and Increase
Community Resilience to Climate Change Impacts
4.2.1. Conceptual Linkages between Climate Finance and Disaster-Triggered

Financial Instruments

The relationship between climate finance and disaster-triggered financial
instruments involves integrating financial strategies to manage the risks related to
climate change and natural disasters, as shown in Figure 4. Climate finance is essential
for reducing the economic impact of climate disasters and maintaining the stability of
economic systems (Larsson et al., 2018). Several fields, such as risk management, the
financial industry, and government policy, have demonstrated a link between climate
finance and disaster-triggered instruments (Bauer et al., 2022a). This is a complex field
of study, and it is important to study it in more depth. This aligns with the increasingly
frequent natural disasters with high hazard levels in recent years, which have disrupted
the economic system (Ivkovic et al., 2018).

Integrated
& Disaster Risks Triggered by

Climate Change

Financial
Strategies

A

Figure 4. The relationship between climate finance and disaster-triggered
financial instruments

Neumann and Hirschnitz-Garbers (2022) revealed that natural disasters caused
by climate change significantly impact the financial sector by decreasing insurance
companies’ profitability, banking stability, and market returns. However, such events
will increase the inflow of remittances through financial assistance to the affected areas
(Chunark et al,, 2015). The systemic risk to the banking and insurance sectors also
increases owing to extreme weather events. Green financial instruments are used to
minimize these risks (Curcio et al., 2023). In addition, disaster bonds and disaster
insurance instruments play an important role in reducing financial losses by up to 25%
under climate change risk scenarios (Phan & Schwartzman, 2024). Therefore, financial
adaptation through these instruments is crucial for managing the high financial risks
and accelerating the post-disaster recovery process.

However, while these financial instruments can significantly mitigate climate
risks, their effectiveness depends on the government’s implementation ofthe right
models and mechanisms (Hertwich et al., 2019). Government actions and policies can
significantly influence the response of financial markets to climate disasters (Gregory
2024). Government policies that compensate for the losses caused by climate disasters
are also considered to reduce economic risk and instability in financial markets (Garcia
& Ulibarri, 2022). In addition, the effective implementation of these instruments
depends on a comprehensive risk assessment system, human resource capacity
building, and adoption of long-term risk considerations into financial strategies (Vogl et
al, 2021). There is also a need for further exploration to understand the economic
impacts of implementing these instrumental mechanisms in different countries,
especially developing countries and countries vulnerable to climate disasters (Cisse,
2021; Zhou et al., 2023).
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4.2.2. Enhancing Disaster Risk Reduction through Integrated Financial Mechanism

Climate change impacts not only the environment but also the survival of society
and stability of the economic system. Several studies have been conducted to determine
how financial instruments provide funding quickly and efficiently, and can facilitate
rapid recovery after a disaster. Tao et al. (2022) mentioned that catastrophe bonds
have been considered a beneficial financial tool through raising funds for disaster
management and resilience projects to reduce the negative impact on society. The
literature review shows that government agencies mainly issue bonds for resilience. It
was also found that Asian and Pacific countries are more vulnerable to natural
disasters, and thus require better risk management strategies, especially in financing
disaster-related costs.

Nielsen et al. (2020) revealed that natural disasters can increase the cost of
financing government debt in middle- and low-income countries due to lower credit
market levels, private insurance penetration, and central bank independence. It was
also found that the disaster risk increased significantly in the insurance sector. This is
influenced by the increasing risk of loss and the frequency of natural disasters,
particularly climate change-related disasters (Turnheim & Sovacool, 2020). Therefore,
the government must encourage private investors to participate in climate finance,
including investments in financial instruments triggered by these disasters (Ldépez-
Vallejo 2023). Institutional investors can also play an important role in providing a
stronger financial response to disasters through pension funds and insurance (Tao et
al.,, 2022).

Climate finance plays an important role in mitigating the impacts of climate-
related disasters by providing the funds necessary for mitigation and adaptation efforts
(Bauer et al, 2022b). According to Tao et al. (2022), disaster-triggered financial
instruments include disaster bonds, parametric insurance, catastrophe bonds, and CCF.
Integrating these instruments to mitigate the impact of disaster-triggered financial
instruments can increase the effectiveness of climate finance by providing rapid
financing for post-disaster economic system stability (Schiiler & Matuszczyk, 2022).

4.2.3. Strengthening Community Resilience through Climate Finance-Disaster

Finance Synergies

An approach that integrates climate finance with disaster trigger-based financial
instruments can significantly increase community resilience to climate change impacts.
This strategy aims to optimize financial resources to support mitigation and adaptation
initiatives and reduce vulnerability to climate change-related disaster risks (Plank et al.,
2021). Implementing climate finance through disaster-induced financial instruments
refers to financial resources, including funding from public, private, and alternative
financial resources (Tao et al., 2022). Mitigation efforts that focus on allocating these
financial resources are generally aimed at building infrastructure and implementing
projects that can minimize climate vulnerability (Strojek-Filus & Sulik-Gdrecka, 2022).
Other efforts have also been made by implementing carbon trading mechanisms to
manage the risks incurred by buying and selling financial assets by considering
environmental sustainability (Shao et al., 2020; Shao et al., 2024).

According to Arora-Jonsson et al. (2016), mitigation efforts through the Reducing
Emissions from Deforestation and Forest Degradation (REDD) program will encourage
sustainable forest management and provide financial incentives to communities
involved in conservation efforts. The programme aims to generate income through
carbon credits that can be reinvested in community resilience projects. Integrating
climate finance with community needs can support infrastructure development,
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capacity-building community resilience, and sustainable practices that reduce
community vulnerability to climate change (Carrapatoso & Geck, 2018).

In addition to the importance of integration between disaster-triggered financial
instruments, there is also a need for active and effective institutional collaboration
among the government, private sector, and communities (Richardson & Xu, 2020). This
is critical to achieving harmonized standards that improve the efficiency of financial
flows and ensure that allocated resources reach communities (Carrapatoso & Geck,
2018). Communities have a greater capacity to prepare for and adapt to the challenges
posed by climate change. A concept map illustrating how integrating climate finance
and disaster-triggered financial instruments can enhance community resilience to
climate change impacts is shown in Figure 5.

Climate
Finance Public Resources
* Private Resources
Alternative Financial Resources
Disaster-Triggered

Financial Instrument

collaboration between
the government, private
sector, and communities

. | Community
Mitigation Adaptation > .
Resilience

Figure 5. Concept map for achieving community resilience to the impacts of
climate change through the integration of climate finance and disaster-triggered
financial instruments

4.3. RQ 2: Barriers to The Implementation of Climate Finance Mechanisms and The Role

of Disaster-Triggered Financial Instruments in Overcoming them

Climate finance mechanisms are crucial for supporting climate-change mitigation
and adaptation initiatives. However, their implementation is challenging. Lower-middle-
income developing countries will require approximately USD 90 trillion by 2025 to build
new green infrastructure. In fact, according to The World Bank, the Gross National Income
(GNI) per capita over the fiscal year 2025 for countries in this category is only US$ 4,515.
Although the Copenhagen Conference promised US$100 billion in aid annually, this
funding is still considered a deficit (Tao et al., 2022). In addition, each country's different
capabilities and resources in implementing a framework for responding to climate change
are new obstacles, given that the scale of the funding deficit in each country will inevitably
vary. To address this issue, governments are encouraging private investors to participate
in climate investment. However, the lack of legitimacy makes this strategy suboptimal
(Bostan 2021).

Disaster-induced financial instruments play a role in offering potential solutions to
overcome these barriers. Disaster-induced financial instruments provide a rapid financial
response in the aftermath of a disaster, and can help manage emerging financial risks
(Hirschnitz-Garbers et al.,, 2022). Additionally, disaster-triggered financial instruments can
enhance financial system stability by providing mechanisms for rapid financial assistance,
which is important for creating societal resilience and encouraging further investment in
climate finance (Chen, 2023). They also offer financial protection against climate risks,
thereby reducing funding gaps (Nielsen et al., 2020).
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5. Conclusion

Climate change uncertainty has increased the intensity and frequency of natural
disasters and disrupted the global economic system. Disaster-triggered financial instruments
have proven to be effective in providing rapid financial support for disaster impact mitigation.
The findings of this study indicate that significant structural gaps remain, including
fragmented governance, a lack of integration with climate resilience strategies, and
disparities in adaptive capacity in developing countries. Optimal integration between climate
finance and disaster-triggered financial instruments can enhance community resilience to
climate change through accelerated financial innovation, strengthened adaptive
infrastructure, and alignment with global policy. Visionary policymakers should explicitly
design and enforce robust, transparent, and accountable governance frameworks to ensure
effective and equitable distribution of financial instruments, particularly in developing
countries that often face funding gaps and technical capacity constraints. To strengthen the
contribution of these financial instruments to climate resilience, future research should focus
on several key priorities: developing contextual and responsive local financial models that are
responsive to socioeconomic dynamics; evaluating the potential for expanding blended
finance mechanisms such as public-private partnerships to bridge financing gaps; and
analyzing the indirect impacts of these instruments, including the potential risk of debt
accumulation on long-term resilience. On the other hand, policymakers are encouraged to
institutionalize a standardized risk assessment framework. By addressing existing gaps,
climate financing has the potential to evolve from a reactive risk-mitigation mechanism into a
proactive and transformative approach that supports inclusive adaptation.
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