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Overview and key messages

* L_osses on the increase, also in Africa, but many impacts
underreported

 Adaptation costs are large for Africa

* Planning, including development and budget provisioning is
essential

 Donor supported risk financing options on local, national and
regional levels offer promise

» Effective portfolios of risk management options involve sound
risk analysis, risk reduction, risk financing and governance ince
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Economic losses from climate-related disasters have
Increased, with large spatial and interannual variation
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« Fatality rates and economic losses expressed as a proportion of gross domestic

product (GDP) are higher in developing countries
* Increasing exposure of people and assets has been the major cause of changes in

disaster losses
 Vulnerability and vulnerability reduction another factor, which is not well captured:

counteracts exposure effect and may hide climate change signal in losses



Africa bears large part of global burden

Annual average number and damages from disasters 2000-2008
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 But damages largely underreported: e.g. drought



Estimated adaptation costs are large in Sub Saharan
Africa, particularly when measured against GDP
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May understate “true” costs as incremental adaptation, gaps in coverage and
no residual impacts



Comprehensive planning for disaster risk essential

identify Natural
Hazards Risks

National Development
Plans /[ Strategies

Sector Plans

T

Policies

Programs
Identify ways to
prevent or manage

risks (RMNH options)

Evaluate Risks

Accept Risks?
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Incorporate into

Source: Bettencourt et al., 2006

* Incorporating disaster risk assessments into strategies, sectors, budgets plans and
projects

 National systems are at the core of countries’ capacity to meet the challenges of
observed and projected trends in risks from weather and climate extremes

IpCC
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Disaster risk financing arrangements are one piece of
the DRM puzzle

Local

Households Farmers, SMEs
Solidanity Help from neighbors and local organizations
Informal risk transfer (sharing) Kinship and other rediprodty obligations,

semi-formal micro-finance, rotating savings and
credit arangements, remittances

Savings, credlt, and storage Savings: micro-savings: fungible assats; food
fnter-temporal risk spraading) storage; money lenders; micro-cradit
Insurance insruments Property insurance; crop and livestock insurance;

micro-insurancea

Altemative fsk trandar Weather derivatives
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Disaster risk financing arrangements are one piece of
the DRM puzzle

Local
Households, Farmers, SMEs

National
Fovernments

International
Development organizations, donars NGOs

Soliclanty

Help from neighbors and local erganizations

Government post-disastar assistance:
governmant gquararteasbailouts

Bilateral and multilateral assistance, regicnal
solidarity funds

Informal dsk transfar (sharing)

Kinship and other rediprodty obligations,
semi-formal micro-finance, rotating savings and
credit arangements, remittances

Savings, oredll, and sTorage
{inter-tamporal risk sproading)

Savings; micro-savings; fungible assats; food
storage; money lenders; micro-cradit

Reserva funds; domestic bonds

Contingent credit; emargency liquidity funds

Insurance Insrumeants Proparty insurance; crop and livestock insurance: | Mational irsurance programs; sovaraign risk Re-insurance; regional catastrophe insurance
micro-insurancs transfar podls
Altamative risk transfor Weather derivativas Catastropha bonds Catastrophe bonds; risk swaps, options, and loss

warranties

* Pooling and sharing risks to diversify risks
» “Beyond insurance”’: novel financial safety nets involving Public Private

Partnerships



Local level
Horn of Africa Risk Transfer project - HARITA in Ethiopia

* Drought-prone northern state of Tigray in Ethiopia with
livelihoods of smallholder farmers exposed to weather
shocks

* Integrated risk reduction and risk transfer management
framework

- Improved resource management (risk reduction),
- microinsurance (risk transfer), and
- microcredit (risk taking)

o “Insurance-for-work” program on top of the government’s “food
and cash-for-work” Productive Safety Net Programme (PSNP)

« Work program includes projects for reducing risk and building
climate resilience, such as improved irrigation or soil
management.

* Index-based insurance pays for a seasonal drought and payouts
are triggered automatically when rainfall drops below
predetermined threshold

« Partners: farmers, local relief society,insurers, reinsurers, rural
bank., university, government and donors

 Upscaling to other countries ongoing




National level
Ethiopia drought relief protection

Reinsurance, Capital

" | Markets
World Food
Programme
purchases
protection
| If indexed drought event
Modelled Drought Relief occurs, instrument pays
Expenditure (Index) out to Ethiopian
Government, who would
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oo

A

ek iemte™, *AonlSAaAeA
f Mt pebre Zeyit® 9N & DegehBurG

°e)
o4

3
A I G

ooy DU ik £ AL T x S Tabee
o w ho.ngCh efd
e K{b Mg\t
g Bk Abaya
l Ngl \ o Ao
Dawa =~

",‘ ( 3
[ i Source: Ibarra, 2006




Regional/lnternational level
Caribbean Catastrophe Risk Insurance Facility
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Regional/lnternational level
Caribbean Catastrophe Risk Insurance Facility
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Regional/lnternational level
Caribbean Catastrophe Risk Insurance Facility
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Effective portfolios of risk management options

Integrating adaptation and DRM approaches for a changing climate

Risks Acceptance
Threshold

Reduce Risks

Reduce
Vulnerability

» Poverty reduction
* Health improvements

* Access to services and
productive assets
enhanced

¢ Livelihood diversification

* Access to
decisionmaking
increased

= Community security
improved

Reduce Hazards
and Exposure

* Mainstream risk
management into
development processes

* Building codes and
refrofitting

+ Defensive infrastructure

and environmental
buffers

* Land use planning

+ Catchmentand other
ecosystem management
s [ncentive mechanisms

forindividu al actions to
reduce exposure

Pool, Transfer, and
Share Risks

* Mutual and reserve
funds

+ Financial insurance

+ Social networks and
social capital

* Alternative forms of
risk transfer

Prepare and
Respond Effectively

+ Early waming and
communication

+ Evacuation plan

* Humanitarian: relief
supplies

= Post-disaster livelihood

support and recovery

Manage Residual Risks and Uncertainties

Increase Capacity to
Cope with “Surprises”

* Flexibility in
decisionmaking

* Adaptive learning and
management

+ Improved knowledge
and skills

= Systems transformation
over time

Effective risk management portfolios involve sound risks analysis, risk reduction, risk
financing and governance



Effective portfolios of risk management options

Integrating adaptation and DRM approaches for a changing climate

REDUCE VULNERABILITY

Povarty reduction

+ Health improvemeants

+ Accossto senices
and productive
assats enhanced

+ Livalirood
diversification

« Accossto decksion-
making increasad

= Zommurity security

improvad

Effective risk management portfolios involve sound risks analysis, risk reduction, risk
financing and governance



Effective portfolios of risk management options

Integrating adaptation and DRM approaches for a changing climate

Mainstraamn risk
maragameant
into development
processas

+ Building codes and
retrofiting

+ [efensive
infrastructure and
arvironmeantal buffars

+ Land usa planning

+ Catchment and

* Incantive

rmechanisms far
individua actions o
reduce exposure

Effective risk management portfolios involve sound risks analysis, risk reduction, risk
financing and governance



Effective portfolios of risk management options

Integrating adaptation and DRM approaches for a changing climate

ISKS
A ANCE

THRESHOLD

Effective risk management portfolios involve sound risks analysis, risk reduction, risk
financing and governance



Effective portfolios of risk management options

Integrating adaptation and DRM approaches for a changing climate

« pAutiual and reserve
funicks

+ Firancial insurance

+ Social neteorks and
social capital

« Alternative forms of
risk transfer

Effective risk management portfolios involve sound risks analysis, risk reduction, risk
financing and governance



Effective portfolios of risk management options

Integrating adaptation and DRM approaches for a changing climate

PREPARE AND RESPOND

+ Earty wamirng and
communication

+ Evacuation plan

» Humanitarian: ralaf
supplas

+ Post-disaster
Iivelifcod support
and recovary

Effective risk management portfolios involve sound risks analysis, risk reduction, risk
financing and governance



Effective portfolios of risk management options

Integrating adaptation and DRM approaches for a changing climate

+ Flexdbility in decision-
making

+ Adaptive leaming and
managamant

» |mproved knowledge
ard skills

» Systams

transformation cvar

time

Effective risk management portfolios involve sound risks analysis, risk reduction, risk
financing and governance



Overview and key messages

* L_osses on the increase, also in Africa, but many impacts
underreported

 Adaptation costs are large for Africa

* Planning, including development and budget provisioning is
essential

 Donor supported risk financing options on local, national and
regional levels offer promise

» Effective portfolios of risk management options involve sound
risk analysis, risk reduction, risk financing and governance



