X,
OIN (cad™

B]_'ieﬁng I Ta]_‘get 3 Aditya Bahadur

Catherine Simonet

February 2015

Economic losses from disasters

This note provides information relevant to the agreement of Economic loss:

target (iii) of the draft Post-2015 Framework for Disaster . _

Risk Reduction (DRR), on economic loss, which reads: The term ‘economic loss” encompasses change.s in wealth

[Substantially] reduce direct disaster economic loss [by a given caused by damage to structures or other physical assets.

percentage] in relation to GDP by 2030 and its variant (iii) alt. These can be direct (those .resflltmg from building and
infrastructure damage) or indirect (those that follow on from

Background physical damage). These can be reflected in market effects

(e.g. loss of income owing to disaster-caused destruction) as
well as non-market effects (e.g. loss of leisure time owing to

¢ Economic losses from disasters have exceeded $100 longer commutes as a result of a disaster).

billion annually for the period from 2010 to 2012.?
e Economic losses from disasters are widely considered to L
be increasing rapidly, because more assets are exposed Past trends and projections

to hazards.
¢ Risk of economic loss continues to rise globally, but ¢ Data on global economic disaster losses since 1980

particularly in high-income countries. For example: adjusted by unit of GDP show an increase to the present

e The value of global gross domestic product (GDP) day (based on 2013 values) from 0.116% to around
exposed to tropical cyclones tripled from $525.7 0.22% of gross world product.®
billion in the 1970s to $1.6 trillion in the first decade ~ ® FEconomic losses are expected to be 161% higher in 2030
of the 2000s.3 than they were in 1980.”

e From 1980 to 2009, economic loss risk to tropical e Historic records of economic losses are greatly influenced
cyclones increased by 262% in high-income by a small number of mega-disasters that dominate the
countries, and by 155% in low-income countries over level of global economic losses in any one year.*

the same period.*

Global economic losses related to gross world product (%), 1980-2013 °
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Distributional aspects

¢ The size and strength of a country’s economy does not

translate into lower economic loss risk.

This said, it is vital to see economic loss from disasters as

a proportion of a country’s GDP. Over the period 2001-

2006, losses amounted to about 1% of GDP for middle-

income countries; this ratio was about 0.3% of GDP for

low-income countries and less than 0.1% of GDP for

high-income countries.*

¢ For example, economic losses caused by floods in
South Asia are in absolute terms far smaller than for
countries in the Organisation for Economic Co-
operation and Development (OECD), but relative to
the size of South Asia’s GDP they are approximately
15 times greater.™

Challenges in tracking economic losses:

Accurate data on disaster losses are not available for
many countries and refer mainly to direct measurable
monetary losses (direct use values).

Methodologies for monetising indirect losses are also
absent or at a nascent stage of development.

Only 36% of the events recorded from 1980 to 2013
in the Centre for Research on the Epidemiology of
Disasters (CRED) Emergency Events Database (EM-
DAT) contain data on economic losses, making it
difficult to create effective baselines against which to
measure progress.'?

It is not possible to establish a true statistical average
for economic losses from only a few decades of national
loss data.

e Moreover, severe hazard events and major disasters
responsible for substantial economic losses can be so
rare in any one region that they are not taken into
account within the time period for a baseline.
® An example of this is for Haiti, where earthquakes

killed fewer than 10 people between 1900 and 2009
before over 220,000 people were killed in a single
afternoon in 2010.13

® By some estimations, in low- and middle-income
countries accumulated losses from small-scale, highly
frequent and localised disaster events (that are more
difficult to track) approach the magnitude of those from
major disasters.

® Measuring disaster losses requires the normalisation of
data for key variables, like population or GDP, to allow
for comparisons between time periods.

e Modelling could help provide estimates of economic
losses where data are missing, which in turn could
support baselining processes. These models employ data
from past events to calculate the consequences of future
events by analysing the interaction of factors that cause
losses and then extrapolating these.

Implications for targets in the Post-2015 Framework
for DRR

Based on an assessment of country-level evidence and
relative trends related to mortality risk and economic
loss risk, a proposed target of reducing economic losses
from all disasters by 20% (per unit of GDP) by 2030
could be set. We consider this highly ambitious, given
the background trend in many countries of increasing
exposure of economic assets. This aligns with target “(iii)
alt’, currently under discussion.
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