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FINDING A GOOD QUESTION

ROLE OF ECONOMICS IN DISASTER RISK
MANAGEMENT — DISASTER RISK REDUCTION?

PRELIMINARY CONCLUSIONS
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Knowledge Mitigation . CY — Dlsast(_er Risk Transfer
Preparedness Reconstruction
? ? ? ?

The essence of Risk Transfer (RT), is to make provisions for future events
(emergencies, disasters, catastrophes) by declaring a risk scenario

(exposure of individuals) and then shifting this risk from one party to
another




"IUHI THE ROLE OF ECONON
| IN DRM - DRR

The essence of Risk Transfer (RT), is to make provisions for future events
(emergencies, disasters, catastrophes) by declaring a

(exposure of individuals) and then shifting this from one party to
another

RECONSTRUCTION

—_— COSTS

PROPERTY VALUE




jjl/| THE ROLE OF ECONOW
| IN DRM - DRR

RECONSTRUCTION INDEMNITY BASED ON
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PROPERTY VALUE PROVIDE SUFFICIENT
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THEORY OF SUPPLY
AND DEMAND
é Describes the relations
between prospective
sellers and buyers of a
. These relations are
commonly known as
transactions, and
é occurred under an
“‘agreement” or
“Institution” called the
market.
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$ BRICKS
$ STEEL
$ CEMENT

$ LABOUR
> RECONSTRUCTION VALUE

$ NEW PROPERTIES
$ USED PROPERTIES

. . $ RENTED PROPERTIES
Q, Q, Quantty > REPOSITION VALUE




THE ROLE OF ECONOMICS
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TECHNI CAL POINT OF VIEW: ECONOMIC ANALYSIS IS
NOT NEW, BUT IS UNDERWRITING A
COMPREHENSIVE PROCESS?

INDEMNITY BASED ON
INDEMNITY BASED ON PROVIDE SUFFICIENT

THE TOTAL COST OF FUND OF
REPAIR / OF

DAMAGED VALUES

RECONSTRUCTION VALUE REPOSITION VALUE
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ARE RISK TRANSFER INSTRUMENTS
TECHNICALLY DESIGN FOR THE
OF PROPERTIES, BUT
PRACTICALLY DIMENSIONED FOR THE
NON PROPORTIONAL INSURANCE LAYER OF THEM?
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FINDING A GOOD
QUESTION

ANT THE POST DISASTER ECONOMICS FROM A
VERY FUNDAMENTAL POINT OF VIEW
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DEMAND CURVE SHIFTS !! SUPPLY CURVE SHIFTS !
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POST DISASTER TRUE MARKET PRICE OF CATASTROPHE RISKS
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PRELIMINARY CONCLUSION (MORE

QUESTIONS)

Insurance companies will generally seek to charge
each policyholder a premium close to the market

value of the risk being transferred.
¢, THE RISK BEING TRANSFERRED IS:
RECONSTRUCTING THE PROPERTY?

REPLACING/ BUYING A NEW ONE?

The market value will reflect the vulnerability of the
property?
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IS ECONOMIC ANALYSIS OF RISK TRANSFER
INSTRUMENTS CONSISTENT WITH IT°'S PRIME
PURPOSE?

ARE RISK TRANSFER SCHEMES INDIVIDUALLY OR
COMMUNITY BASED?, AND IN THAT SENSE |,
RECONSTRUCTION OR REPOSITION LESS IS MORE
IMPORTANT THAN PROVIDING SUFFICIENT FUNDS
‘FUNDS TO ENABLE THE AFFECTED COMMUNITY
TO GET BACK ON ITS FEET AS QUICKLY AS
POSSIBLE?
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