
Abstract: Increased number of ships in the Arctic region has created a dilemma for insurance companies. Many

insurance companies are hesitant insuring ships going to the Arctic due to the limited information and knowledge.

To address this, the paper presents a novel methodology for predicting the ship-specific actuarially fair insurance

premium, which is a function of the type of ships going to the Arctic. The methodology is based on the Bayesian

theory coupled with the value-based approach. The combination of the two methods enables the estimation of both

tangible (e.g., economic loss due to damage to ship) and intangible ones (e.g., effect of oil spill on the culture of the

affected populace). The method provides a framework for underwriting insurance for ships going to the Arctic.

Furthermore, governments and non-governmental organisations could also use the tool for decision making

purposes. Also, the model has the capability for contingency planning for oil spill response by both the locals and

the coast guards.
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