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INTRODUCTION 

The effects of climate change – such as rising sea-levels, droughts and floods – threaten to slow down 

or, in some cases, reverse recent gains in economic and social development. Building climate resilience
1
 

will therefore be a crucial aspect of economic development in low- and middle-income countries. In this 

context, the OECD is currently developing a set of recommendations to assist countries in integrating 

climate resilience into growth and development planning. This builds on the OECD policy guidance on 

Integrating Adaptation to Climate Change into Development Co-operation published in 2009. 

Integrating climate resilience into growth and development planning is vital to reduce the costs of 

variations in the current climate conditions, while preparing for the future effects of climate change. The 

OECD‟s Environmental Outlook to 2050 shows that current policies could lead to an increase in global 

mean temperatures of 3-6ºC by the end of the century. Climate change will affect many different economic 

sectors both directly and indirectly, and the characteristics of economic systems will play an important role 

in determining their resilience. These effects will occur within the context of other developments, such as a 

growing world population and increasing pressures on natural resources. 

Therefore, addressing climate impacts in isolation is unlikely to achieve equitable, efficient or 

effective outcomes. Instead, it is necessary to integrate climate resilience into growth and development 

planning. To facilitate this process, the OECD hosted an expert workshop on 24 April 2013 to inform the 

development of these policy recommendations. This note summarises the discussion from that workshop. 

Presentations and other background material can be found on the OECD website: 

http://www.oecd.org/env/cc/adaptation.htm. 

 

                                                      
1
 “Climate resilience” is defined here as the opposite of “vulnerability” to current and future climate. This definition 

recognises that resilience is not only altered by deliberate adaptation activities, but is also conditioned by 

economic, social, environmental and political factors.  
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1. LINKS BETWEEN CLIMATE RESILIENCE AND ECONOMIC GROWTH 

Traditionally, the impacts of climate change have been interpreted as a threat to human development, 

with economic growth as a way to safeguard societies against climate impacts. In this session, experts 

broadened the understanding of the interrelationships between climate impacts, economic growth and 

resilience. 

According to the IPCC‟s definition, vulnerability depends on the physical impacts of climate change 

(exposure), the propensity of economies to be affected by them (sensitivity) and their ability to cope with 

them (adaptive capacity). The discussions showed how economic growth can interact with each of these 

factors. For example, socio-economic developments can modify the exposure of assets to climate impacts; 

alter an economy‟s dependence on climate-sensitive sectors such as tourism or practices such as irrigation 

techniques for agriculture; or affect people‟s capacity to adapt. It was noted that economic growth does not 

automatically reduce, and could actually increase, vulnerability to climate change if it is not carefully 

managed. Examples cited included the accumulation of assets in coastlines vulnerable to sea-level rise, and 

the destruction of natural habitats that undermines resilience. It was also noted that the existence of 

adaptive capacity does not guarantee improved outcomes in terms of vulnerability to the effects of climate 

change: countries at similar levels of economic development (such as the Netherlands and US) have made 

different decisions about the level of climate risk that they are willing to tolerate. 

Participants noted that the relationship between adaptation and development is a continuum, ranging 

from projects undertaken solely for adaptation reasons to development-as-usual. There was general 

agreement that safeguarding economic growth and development requires a move from a bottom-up focus 

on stand-alone projects to a comprehensive vision for climate-resilient development – encompassing 

activities across this spectrum. One suggested approach is to examine factors that are essential to economic 

growth and to determine from them the extent climate change might require modifications of established 

policy approaches to those factors. Research by Sam Fankhauser from the London School of Economics 

suggested nine such factors: i) natural capital, ii) infrastructure, iii) human capital, iv) macroeconomic 

stability, v) institutional and regulatory framework, vi) access to markets, vii) access to capital, viii) 

competitive markets, and ix) firm performance.  

Possible changes to business-as-usual that could be required due to climate change include climate-

proofing infrastructure, locating new fixed assets in less vulnerable areas, and the potential need for 

creating new or for strengthening existing institutions, such as agricultural extension services. It was also 

noted that countries‟ comparative advantage may shift over time as a result of changes in international 

prices, caused by climate impacts in other countries. The question was raised about the extent to which 

diversification away from climate-sensitive sectors could be a strategy to prevent negative climate impacts, 

or whether the economic benefit of specialising, even in a climate-sensitive area, would prevail. 

Participants indicated that this question is highly complex since it depends not only on a single country‟s 

decision but on the interactions with developments in other countries.  

Government representatives of Colombia and Ethiopia presented their countries‟ approaches and 

initiatives in the area of climate change adaptation. In both countries, these efforts are backed by high-level 

political support from the offices of the President (Colombia) or Prime Minister (Ethiopia). Colombia‟s 

national climate change system is designed to bring together key institutions from the national government 

and sub-national governmental entities to co-ordinate climate adaptation planning under the lead of the 

National Planning Department and the Ministry of Environment. To establish a knowledge base for 

adaptation planning, several organisations are currently undertaking studies on the potential economic 

impacts of climate change. On this basis, a national adaptation plan will be elaborated to guide the 

development of sectoral and territorial adaptation plans, as well as emerging efforts to incorporate climate 

change impacts into established planning processes and policies. The government decided to initially 
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concentrate adaptation efforts on transport infrastructure, agriculture, health, energy generation and 

housing. In an effort to understand the links between resilience and economic growth, assessments of 

climate change impacts focus on productivity and costs, considering indirect links such as the pressure on 

fiscal policies, the impact on trade from transportation collapse, and increased input costs due to 

environmental degradation. 

As part of its ambitious plan to achieve middle-income status by 2025, Ethiopia published its Growth 

and Transformation Plan in 2010 to set the overall objectives for economic development from 2010-2015. 

The subsequent Climate Resilient Green Economy (CRGE) vision built on this to ensure that economic 

growth is both low-carbon and resilient to climate change impacts. The CRGE is composed of a Green 

Economy strategy (which was implemented in 2011) and a forthcoming Climate Resilience strategy. The 

Climate Resilience strategy will initially cover agriculture, forestry, and land use, as these issues are of 

paramount importance to Ethiopia‟s growth planning. Other sectors may be added in the future. The 

strategy aims to identify impacts of current and future climate variability on Ethiopia, to identify and 

estimate the costs of response measures, and to set out the future steps needed to finance and implement 

climate resilience measures. In the future, the intention is to fully align the growth planning and CRGE 

processes. This could commence as soon as 2015. 

Subsequent discussion spanned a number of implementation challenges for national-level climate 

change adaptation planning and the achievement of overall resilience, building on the experience of the 

case study countries. It was noted that significant capacity development would be required to implement 

the adaptation components of the climate change plans, and hence this was a central focus of both the 

Ethiopian and Colombian strategies. The integration of top-down planning with bottom-up activity was 

raised as a continuing challenge.  

Remaining challenges and priorities identified:  

 A systemic approach to climate resilience implies that the individual effects of any single policy 

condition can be difficult to disentangle. Knowledge on the specific links between climate 

resilience and economic growth is emerging, but there is a need for a systematic review of links, 

policy options and knowledge gaps. 
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2. MANAGING RISKS AT THE MACROECONOMIC SCALE 

For each of the past three years, annual global losses from large extreme events have surpassed USD 

100 billion. In addition to direct losses, this can give rise to indirect impacts at the macroeconomic scale. 

Participants discussed how to manage such systemic risk mostly with respect to climate extremes as an 

example of large impacts with potential long-term economic consequences, while recognising that the 

cumulative effects of gradual climate change could be equally or even more significant. 

Participants agreed that climate change adaptation needs to strengthen links with disaster risk 

management in order to achieve greater resilience against current and future adverse climatic conditions. 

Many of the underlying challenges are the same and measures to improve adaptation to the current climate 

may also strengthen adaptation to future changes. 

It was noted that the need for capital replacement and reconstruction after extreme events can generate 

economic activity, but the net effect of disasters is usually negative. In some cases, total direct economic 

losses from large disasters can even exceed countries‟ annual gross fixed capital formation – for example, 

this has occurred in Mozambique three times over the past two decades. In addition to their direct costs, 

disasters cause indirect losses that can slow down economic growth for a decade or more. These include: 

constraints to production capacity, reduced access to markets for producers and consumers, as well as a 

reduction in consumption that can limit economic growth in the medium and longer term. 

Experts noted that countries have made steady progress in establishing policies and institutional 

frameworks to address risks and natural disasters. To date, 144 countries are working towards improved 

disaster risk management under the Hyogo Framework for Action. Their reports show evidence of 

improved integration of disaster risk concerns into key investment and planning decisions, including 

climate change policies and strategies and national development plans. However, progress is uneven 

globally, with extensive action to improve institutional and regulatory provisions for disaster risk 

management while measures to reduce underlying risk levels lag behind. A central element of this is that 

government spending on disaster risk management remains relatively low given the scale of impacts, and 

potential benefits of further investment in this area. 

The majority of investments related to disasters are spent on post-disaster recovery rather than on pre-

disaster preparedness. It was noted that this leads to higher irreversible damages and higher overall costs 

than would be the case if there were a greater emphasis on preparedness. The discussion highlighted that a 

lack of investments in disaster risk reduction may be due to a lack of robust economic arguments, 

including cost-benefit analyses, to support such decisions. In countries with high discount rates, it can be 

difficult to justify longer-term investments within a cost-benefit framework. This can be compounded by 

the effects of pervasive uncertainty, which can encourage decision-makers to delay making investments 

until better information is available. However, it was noted by some participants that a decision-making 

approach focussed on achieving the best possible cost-benefit ratio may not be appropriate given the 

uncertainty of climate change and socio-economic changes. Some participants proposed adopting a 

„robustness‟ approach that favours options that perform well against a range of possible outcomes, even if 

other options may have performed better in some specific outcomes. 

The use of risk-sharing and risk-transfer tools was a common theme throughout the day‟s discussion. 

There was strong interest in the use of insurance in developing countries to deal with climate change 

impacts, yet many fundamental questions remain. There was agreement that insurance can play an 

important role in providing information about risks and risk management options. Participants also 

perceived it as an important tool for creating more clarity about the availability of post-disaster finance for 

reconstruction, even though insurance can usually only provide part of the capital needed after disasters. 

Some experts argued that insurance can play an important role in incentivising climate resilience by putting 
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a price on the risks faced by private and public actors. This can also encourage risk prevention activities, 

particularly when insurance premiums are differentiated according to the level of risk they cover. 

However, questions were raised about the financial viability of weather insurance in the face of climate 

change if events become increasingly harder to predict. Another open question concerned the availability 

and applicability of insurance for poor and particularly vulnerable populations, for example in the context 

of financing urban adaptation. 

Participants also noted a need to look at risk reduction tools to complement risk sharing arrangements, 

particularly for climate-related events that occur with high frequencies but cause relatively low damages. 

Tools that were discussed included: building codes and standards to ensure that construction and 

infrastructure are climate resilient; increasing incentives for private actors to implement risk reduction 

measures, including land use taxes; public financing of risk reduction measures; financial management of 

any residual risks that remain; and payments for ecosystem services. Some participants suggested that 

improved macroeconomic financial management can also help to deliver resilience to disasters, as 

countries on a sound fiscal footing and with low public debt levels should find it easier (and less 

expensive) to raise ex-post finance following a disaster, and to draw on national savings to fund ex-post 

expenditure. The benefits of this, however, need to be balanced against the opportunity costs of investment 

forgone.  

Remaining challenges and priorities identified:  

 Knowledge gaps about risks, particularly in relation to climate change, need to be addressed. This 

needs to include a solid evidence base to support action. 

 A better understanding of the indirect economic impacts from climate change, and a systematic review 

of why climate extremes or other external shocks affect some economies more than others are needed. 

 A better understanding of which tools work well for vulnerable populations is necessary, recognising 

that different tools might be needed to respond to different needs. 

 The balance between pre-disaster and post-disaster investment needs to be examined more explicitly. 

Pre-disaster investment needs to be considered within financial strategies for climate resilience. 
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3. THE PRIVATE SECTOR AND CLIMATE-RESILIENT DEVELOPMENT 

Participants recognised that private sector action plays a vital role both for countries‟ levels of 

economic growth and their vulnerability to climate impacts. The cumulative effect of decisions taken by 

individual actors, often at the local level, determines the overall resilience of an economy, and potential 

liabilities. Participants largely perceived private sector adaptation to date to be insufficient with regards to 

managing the risks from climate extremes and gradual changes, and discussed the potential for public 

policies to help private actors increase their resilience to adverse climate impacts. 

The private sector has multiple roles with regards to climate resilience. It is affected by climate 

change when business operations and livelihoods are under threat. At the same time, the private sector can 

increase vulnerability to climate impacts through unrelated activities that add stress to scarce resources 

such as freshwater. Lastly, the private sector can provide technical, financial and social solutions to cope 

with the impacts of climate change. However, it was recognised by participants that the private sector is a 

very heterogeneous group, ranging from multi-national corporations to small-scale farmers. 

One of the main barriers to private sector action identified was a lack of awareness among private 

actors about the specific implications of climate change for their business operations. This is partly due to a 

lack of information about climate impacts at local level in the near to medium term. However, the 

discussion also noted other barriers to action that mean public intervention can have a vital role in enabling 

private sector resilience. For example, companies could lack the incentive to adapt if liabilities for their 

actions accrue to others, such as the government or other private actors. A lack of incentive for action can 

also be due to companies‟ structural characteristics, such as short time horizons for planning and assessing 

economic returns that render adaptation measures with medium to long-term benefits less attractive. This is 

often accompanied by a lack of financial and human resources for climate change research and project 

implementation, particularly in small and medium-sized companies, a lack of knowledge about which 

solutions might be the appropriate response, and a lack of technical capacity. Another challenge identified 

is the behavioural bias towards “business as usual” rather than taking the risk of adopting adaptation 

options in cases where the net benefits of those options are uncertain.  

A number of suggestions were made about how the public sector could encourage private sector 

action. These included: 

1. Framing climate resilience as a competitive advantage instead of referring to climate change 

as another risk. 

2. Using regulation to encourage companies to build climate resilience or raise their awareness 

of risks and opportunities. Examples include requiring reporting on adaptation, resilience 

requirements for environmental licensing, improving regulation of key assets such as 

transport and energy infrastructure, and enacting building codes.  

3. Increasing the cost of inaction by introducing taxes on riskier activities or subsidising 

adaptation actions such as R&D or the deployment of certain technologies. The cost of 

inaction can also increase if risk rating agencies consider climate risk in their assessments. 

4. Improving access to capital for medium- and long-term investments. The provision of credit 

could also be bundled with the implementation of measures to support climate resilience 

where appropriate.  
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Remaining challenges and priorities identified:  

 Participants agreed that more research needs to be conducted to understand what kind of solutions 

might work for building climate resilience among economic actors at the level of the household and 

small businesses, as many of the solutions proposed require a certain degree of scale and resources to 

implement. 

 There is a need to disaggregate private sector actors and functions, and public policies that could be 

tailored to target different needs.  

 There is also the need for a systematic review of the types of public policy frameworks that could 

encourage private sector adaptation, and enhance the understanding of the specific enabling conditions 

that are necessary for them to succeed.  

 Another important challenge is to achieve the necessary scale to reach a large enough part of 

businesses and vulnerable households, such that policies have a macro-economically significant 

impact. 
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4. BRINGING TOGETHER THE ADAPTATION AND GROWTH FRAMEWORKS 

Participants emphasised that integrating adaptation into sectors and other operations “just makes 

sense” economically and can facilitate taking account of climate impacts. This session explored 

requirements for linking climate resilience to economic growth planning in practice, including potential 

barriers to taking an integrated approach. It also explored some of the pitfalls that countries need to avoid 

in the process of integrating climate resilience, as well as the potential implications for development co-

operation and the climate negotiations. 

Participants agreed that integrating climate resilience into growth and development policies requires a 

concerted, long-term approach and an explicit inclusion into national planning and budgeting processes. 

One of the key challenges identified by participants was the lack of specific data on macroeconomic and 

local effects of climate impacts, both within and across sectors of the economy. Most developing countries 

face difficult trade-offs between investments in climate resilience and investments for poverty reduction, as 

well as investments in short-term versus long-term goals. Empirical evidence needs to be strengthened and 

broken down to the local and national level to allow for vulnerability assessments and inform policy 

decisions. It is also crucial to better understand the distributional impacts of climate change. A prerequisite 

for this is an improvement of environmental and climate information, including natural resource 

accounting. Based on such data, consistent monitoring and evaluation of vulnerability indicators at national 

level will be important. 

A second set of challenges identified were weaknesses in institutional environments and lack of 

capacity in the public and private sectors. It was noted that short-term financial and electoral cycles are not 

conducive to making long-term adaptation decisions. For example, macroeconomic instability, such as 

high inflation, can deter investments in adaptation.  In addition to this, there can be a tension between the 

need to integrate locally-owned bottom-up adaptation processes and the need to achieve a coherent 

national vision of climate resilience. This relates to the challenge of targeting poor communities. It was 

mentioned that traditional coping mechanisms may be insufficient to cope with climate change, but at the 

same time the current range of instruments developed to build resilience may need to be adapted to the 

needs of for resource-poor and vulnerable populations.  

There was a caution against “mainstreaming climate adaptation into oblivion” during the discussion. 

While emphasising that an integrated approach is necessary to reduce the costs of climate change 

adaptation and gain a systemic vision of climate resilience, participants urged that tracking overall 

resilience is necessary to avoid reaching limits to adaptation. Limits to adaptation were interpreted as 

natural or social limits beyond which certain risks may be seen as intolerable or compromising people‟s 

values and objectives. Limits depend on peoples‟ interpretations and value judgements, yet such limits 

have been experienced in the past and need to be investigated. An example of this can be seen in migration 

away from high-risk areas, which may not occur if there are strong cultural ties to that place. Monitoring 

limits to adaptation and overall resilience was considered an important complement to efforts to implement 

adaptation. Some participants did, however, question how much is known about limits of adaptation and 

how they can be taken into account by decision-makers today. 

Participants discussed the role of development co-operation to support the integration of climate 

resilience into growth planning. They highlighted policy research, programme design and testing, making 

the case for climate resilience, providing technical expertise and support, providing data and training and 

co-ordinating international Official Development Assistance to increase the effectiveness of support. It was 

largely agreed that climate change needs to be taken into account in development interventions to ensure 

their sustainability.  
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It was stated that integrating climate resilience into economic growth and development planning may 

involve trade-offs between effectiveness and accountability when compared to an approach focussed on 

standalone projects. It can be easier to identify the contribution of climate finance in the latter case than in 

the former one. Participants emphasised the importance of minimising administrative burdens on both 

developing countries and development co-operation partners when applying a “climate lens” to 

development paths.  

Remaining challenges and priorities identified:  

 What factors and processes make integrating climate resilience and economic growth successful, and 

what is the „right‟ degree of integration? 

 How can governments make decisions and evaluate trade-offs between short- and long-term goals, and 

the goals of economic growth versus climate resilience? In which areas do they need to act now? 

 What are the structural characteristics that help countries to be more climate-resilient? 

 What instruments can work for building climate resilience among poor populations? 

 How can a compromise be found between requirements of development agencies regarding the 

transparency of funding for climate adaptation and the need to integrate climate resilience for greater 

efficiency? 

 

 


