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Track II
Multi-donor Trust Fund for

Mainstreaming Disaster Reduction for Sustainable Poverty Reduction
(Under the Global Facility for Disaster Reduction and Recovery at the World Bank)
******
WHAT IS IT?
This track is designed as a Multi-donor Trust Fund (MDTF) to provide technical assistance to low and middle income countries to mainstream and expand provision for disaster risk reduction into their policies, planning, and programming particularly via Poverty Reduction Strategies (PRSs) and various sectoral development policies as called for by 168 nations in the Hyogo Framework for Action (HFA) : Building the resilience of nations and communities to disasters 2005-2015.  Key deliverables include:

· Pre-disaster risk management strategy and institutional development including early warning systems and emergency preparedness in low and middle income countries. 
· Supporting innovative projects to demonstrate cost-effective hazard risk mitigation to reduce risks associated with critical infrastructure.

· Learning, research, and knowledge management for current and future risks. 
· Developing frameworks to catalyze investment in hazard prevention, mitigation and preparedness 

· Disaster Recovery Financing Strategy and Plans established in countries at risk 
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Source: Natural Disaster Hotspots Study:A Global Scale Risk Analysis(WB and Columbia University)

Multi-donor Trust Fund for

Mainstreaming Disaster Reduction for Sustainable Poverty Reduction

Background
Risk accounts for a large share of transient poverty by reducing the income of the poor below minimum levels (Sen 1999). Unmanaged risks over a period of time become disasters which impact food production, labour income, household assets (homes, cultivable land, crops, livestock etc) and availability of employment opportunities. Periodic depletion of savings and loss of assets due to natural hazard induced disasters make the poor even poorer. Natural disasters attack the poor at three levels: they interrupt income, reduce personal assets, and destroy essential public infrastructure (World Bank 2000a). Modeling hazard risks in macroeconomic projections and estimating changes in real per capita income have shown that catastrophes can slow or stall the reduction of poverty. Beyond the sheer numbers of those living in poverty, the poverty gap is also accentuated by the catastrophes. Most of the MDGs touch upon areas which are closely linked to vulnerability to natural hazards. In order to meet poverty objectives, it is necessary that potential hazard risks are determined and risk management approaches taken into account while designing poverty reduction strategies/socio-economic development plans.
Recognizing the growing development losses resulting from disasters, 168 nations, collectively called upon international financial institutions (amongst others) through the Hyogo Framework of Action: Building the Resilience of Nations and Communities to Disasters2005-15  http://www.unisdr.org/eng/hfa/hfa.htm  (para 32(e))  “to integrate disaster risk reduction considerations into development assistance frameworks, …..and poverty reduction strategies;”
Financing disasters and risk reduction

The World Bank, other IFIs, bilateral and multilateral agencies commit substantial resources each year for reconstruction after disasters. During the last twenty years, the World Bank alone has provided more than $ 26 billion for 550 reconstruction and mitigation projects in its client countries. Increasingly, the disaster recovery projects of other multilateral and bilateral agencies are either including disaster mitigation elements or are followed by specific projects for disaster mitigation in high risk countries. Yet, the challenge remains daunting: disaster-related risks in developing countries continue to increase rapidly due to urbanization, environmental degradation, and increasing vulnerability of the population.  Further, global warming coupled with environmentally unsustainable development practices will exacerbate the vulnerability of the communities and infrastructure with greater exposure to more intense and frequent extreme events. 

Total annual disaster losses in developing countries (approx $23 billion source : EM-DAT http://www.unisdr.org/disaster-statistics/impact-economic.htm ) exceed the World Bank’s annual lending commitments. While the Hyogo Framework for Action has demonstrated the political commitment of nation states, its translation into practice will require increased investment by  national governments and international development community, to enhance support for risk reduction. By some estimates, unmet demand for mitigation services in developing countries could be addressed with an additional $1 billion annually.
 It may only be cost effective to reduce risks to an acceptable level and transfer the residual risks through risk financing mechanisms with greater private sector participation.  

Disaster Risk Reduction and the World Bank
Reconstruction is the World Bank’s original mandate. The World Bank has assisted countries to jump-start their economies, and repair and rebuild damaged infrastructure and institutions in post-conflict and post- disaster situations. As the largest provider of reconstruction and development assistance, the World Bank Group bears a responsibility to promote a more proactive, developmental approach to reduce disaster risk.  Accordingly moving from post-disaster reconstruction to pre-disaster mitigation and disaster risk reduction measures has now become a critical dimension of the WB Group’s poverty agenda as disasters are a major source of risk for poor people. There is also need for improving global mechanisms for a coherent approach to disaster reduction and efficient delivery of recovery assistance through greater institutional preparedness and coordination when disasters do occur. Hence, a new global programme with the participation of the World Bank and other key global stakeholders including the International Strategy for Disaster Reduction (ISDR) system has been approved by the Board of the World Bank under the Global Facility for Disaster Reduction and Recovery (GFDRR).  It shifts the focus from merely responding to disaster losses through reconstruction to investment in disaster risk reduction including mitigation and pre-disaster preparedness as an integral component of poverty reduction strategies. This is consistent with the World Bank Board mandated framework for hazard risk management
 and in line with strategic goal of building resilience of nations and communities to disasters mandated by Hyogo Framework for Action (HFA).
In order to proactively pursue risk reduction in high risk countries, the Global Hotspots Study by the World Bank and Columbia University has identified 86 countries with high mortality and economic loss risks, with 30-95% of GDP and mortality in areas at risk. (Refer to footnote 2 for complete list).  In these countries, the World Bank’s new global programme proposes to assist governments to integrate disaster risk reduction in poverty reduction strategies through country diagnostics and programs. In addition to these countries, small island nations and other fragile states would merit special consideration in prioritizing the country level activities.
Partnership for mainstreaming risk reduction in planning processes

Many members of the official donor community have committed to advance disaster risk reduction agenda by addressing the underlying causes of risks and integrating this in poverty reduction strategies. The recent launch of DFID’s Policy Paper, “Reducing the Risk of Disasters-Helping to Achieve a Sustainable Poverty Reduction in a vulnerable world” reflects the increasing prioritization of risk reduction by donors, UN, IFIs and other development partners.  For many years, the World Bank has collaborated with several donors to advance the disaster risk reduction agenda at all levels and they would be natural partners in the Global Facility for Disaster Reduction and Recovery (GFDRR) which aims to catalyze enhanced investment in disaster prevention and mitigation in countries at high risk. (pl see the main document on the Global Facility for Disaster Reduction and Recovery at www.worldbank.org/hazards/gfdrr ). 
This partnership will enhance collaboration between the members of the ISDR system, the donor community and the World Bank to strengthen global and regional advocacy for greater political and fiscal commitment to disaster reduction agenda, and will promote sound practices in selected countries at high risks through national planning processes and country strategies. GFDRR will also strengthen partnerships with private sector including reinsurance companies, inter-governmental regional organizations, civil society organizations, within the umbrella of the International Strategy for Disaster Reduction (ISDR) system to stimulate disaster risk reduction investments at national level through knowledge management, research, advocacy and tools for disaster reduction. 
Development outcome of the GFDRR: The development outcome of the partnership will be to support mainstreaming risk management in development strategies for good governance, sustainable economic growth and poverty reduction in low and middle-income countries that suffer from or are at risk of high mortality and economic losses due to multiple natural hazards.
Approach to mainstreaming risk reduction in national-level planning: Poverty and disaster vulnerability are intrinsically linked. However, there is a need to develop more credible economic rationale for investments in risk reducing development plans, particularly the poverty alleviation programs. The approach to be adopted here is to mainstream risk analysis in the country diagnostics and programming that the World Bank and other development partners, particularly the UN Country team, carry out in partnership with economic and sectoral ministries of national governments.  

1. Using Country level social, economic and environmental diagnostics: The Country Economic memorandum (CEM), Poverty Assessments (PA), Risk and Vulnerability Analysis (RVA) are among some of the diagnostic tools used to identify issues and strategies to achieve the goals set out in the national PRSPs/country plans. In addition to developing a country level high resolution multi-hazard risk assessment, it is important to use existing analytical work and national surveys to demonstrate the adverse impact of disasters on development gains. Country risk assessment including development of hazard and vulnerability maps and other economic diagnostics will identify the underlying causes of vulnerability and guide vulnerability reduction through various social and economic development programs.  Specific case studies on modeling catastrophic risks into macroeconomic estimates and poverty outcomes will be undertaken at the country level to influence allocation of resources and policy decisions. 
2. Adopt country processes and mechanisms for mainstreaming: Building on existing institutional mechanisms and processes, and lessons from other countries in similar settings, GFDRR will support national governments to develop appropriate institutional and legal systems for disaster reduction and recovery.  Through several economic and sector work, it will support development partners to embed disaster reduction in all strategic processes, e.g. country macroeconomic programming, poverty reduction strategies, national awareness and advocacy efforts. Frameworks for large mitigation projects will be developed to be financed under public expenditure programs or external assistance. Where possible, this will also support development of co-financing frameworks of disaster mitigation projects (similar to initiatives in health and education sectors among development partners) among the IFIs, bilaterals and governments.  
3. Developing a market-linked disaster risk financing strategy:   Insurance and reinsurance prices are highly sensitive to risk and thus act as the most reliable indicator of an appropriate risk management strategy. In recent years, the World Bank and other development partners have been making considerable effort to develop catastrophe risk transfer mechanisms in developing countries and have established partnerships with leading reinsurers.   Due to a number of reasons including weak borrower demand, the Bank’s experience with catastrophic risk financing programme is limited to a few initiatives, including the Turkish Catastrophe Insurance Pool (TCIP) under Marmara Earthquake Emergency Reconstruction Project, and a contingent loan component of the Natural Disaster Vulnerability Reduction Project - First Phase Adaptable Program Loan (APL) for Colombia.   This area needs much greater attention through region or country-specific analysis of catastrophic risks and financing options to enhance the awareness of client governments and to present them with a set of viable options. This study will include a) modeling probable losses into development planning; b) ability of the country to finance disaster losses for sustainable recovery and c) evaluating the potential benefits of risk transfer alternatives. 

Objectives of this initiative: 

i.   To facilitate mainstreaming disaster risk reduction in national poverty reduction policies and plans as well as various sectoral development strategies

ii.   To strengthen national hazard risk management capacity and catalyze increased investment in hazard prevention, mitigation and preparedness

iii.    Mainstreaming risk assessment and risk reduction in all operations of the  World Bank and other development partners in countries at high risk

Main components: It is proposed to have several analytical and programming tools developed (or existing tools
 will be adapted to local requirements) and embedded in all relevant country planning processes/PRSPs including the socio-economic surveys conducted by the national governments. The use of Household Poverty Survey/Living Standard Measurement Survey to measure disaster vulnerability poverty line (as opposed to Headcount Poverty Line) on a regular basis is one such example that could be promoted. These instruments are country specific and, in selected countries, efforts will be made to address the whole range of instruments leading to plan formulation or new PRSPs through standard diagnostics or any such diagnostics that client Governments and other stakeholders think necessary for a fruitful dialogue preceding poverty reduction strategy formulation.  Some generic tools and approaches will also be developed on a global and regional scale in different regions under the track 1 of the GFDRR through ISDR for wider application in all countries at high risk. 

Specifically in the case of the World Bank, it uses three types of diagnostics for analytical work in countries--1. Core Diagnostics (Country Economic Memorandum, Development Policy Review and Poverty Assessments) -- these are taken up in all countries. 2. Non-core diagnostics (Investment climate Assessment, Country Gender Assessment etc) - these are country specific. 3. Programmatic Diagnostics. It is proposed to include hazard risk identification and assessment as integral to all these diagnostics. Developing regional and national hazard risk management strategies is an example of Programmatic Diagnostics (often used as Technical Assistance for the regional or country work). The aim is also to promote comprehensive catastrophic risk modeling, as non-core diagnostics in countries at high risk to develop balanced and market-linked risk management strategies.
Key deliverables of Track II: 

This track is designed as a Multi-donor Trust Fund (MDTF) and will provide technical assistance to assist low and middle income countries to mainstream disaster risk reduction in strategic planning documents, particularly the Poverty Reduction Strategies (PRSs) and various sectoral development policies. Assistance provided will be demand driven based on needs identified in national plans in consultation with Governments and stake holders represented in the national platforms of Disaster Reduction. A key funding principle for assisting any client governments under this track would be to leverage additional national resources. Hence funding under this facility will be partly incentives based in proportion to investments made by client Governments towards disaster risk reduction in their own budgets.  Key deliverables include:

·
Pre-disaster risk management strategy and institutional development including early warning systems and emergency preparedness in low and middle income countries (e.g., National strategies for risk reduction, institutional frameworks for risk management, including policy, legal, and organizational elements, National plans for multi-hazard early warning systems, National incident management system for emergency response, etc.) 

·
Supporting innovative projects to demonstrate cost-effective hazard risk mitigation to reduce risks associated with critical infrastructure (e.g., as and where demand is articulated by client governments for specific initiatives like strengthening education and health infrastructure in hazard prone areas through community-based initiatives, promoting use of traditional construction techniques for disaster-resilient housing, etc.)

·
Learning, research, and knowledge management  for current and future risks (e.g., documenting lessons from national experiences in disaster recovery and dissemination; research in management of current and emerging risks; documenting traditional coping mechanism; scientific research in climate change management and adaptation; managing the risks due to sea level rise, etc.)

·
Developing frameworks to catalyze investment in hazard prevention, mitigation and preparedness (e.g., National Hurricane, Cyclone or Typhoon Risk Mitigation Program, National Earthquake Risk Mitigation Program, National Catastrophic Risk Financing Program, National Disaster Risk Communication Program, etc.) 

·
Disaster Recovery Financing Strategy and Plans established in low and middle income countries (e.g. pre-disaster plans for damage and needs assessment and coordination for immediate, short-term and long term recovery; developing risk financing and transfer options including insurance and reinsurance, catastrophe bonds, weather derivatives, contingent credit, reserve fund, etc )

Implementation arrangements: 

Resources from the Multi-Donor Trust Fund will be made available to World Bank country teams, UN Country teams and other partners of national platforms of ISDR in countries where new poverty reduction strategies, country strategies, national plans or such other strategic documents are being developed, as these provide timely opportunity to systematically assess disaster risks and to develop mitigation strategies as an integral element of all development program and projects. Country level outputs will be managed by the World Bank country teams in close consultation with other country partners (such as the ISDR National Platforms for disaster reduction,) and various knowledge networks within the World Bank. These outputs will be closely co-coordinated with programmes and initiatives of UN Country plans and programmes for risk management 
Programme Management: Working under the overall guidance of the Consultative Group (CG),  the Steering Committee (SC) of the Global Facility for Disaster Reduction and Recovery(GFDRR) will approve all operations of this Multi-Donor Trust Fund for Mainstreaming Disaster Reduction, including  reviewing and monitoring the progress of deliverables under Track 2. The Secretariat of the GFDRR will be responsible for programme outcomes, and reporting at regular intervals to donor partners and the Steering Committee.  
Programme Partners: 
The programme will build on the ongoing initiatives of national governments, bilateral and multilateral agencies in the selected programme countries. While the counterpart national government is the key stakeholder at the country level, the program will also promote greater partnership within the ISDR System, (particularly with UN country teams, the Regional Development Banks and IFRC) in achieving concrete outcomes at country level. UNDP within the ISDR system has undertaken several initiatives in mainstreaming disaster risk reduction in UN Common Country Assessments and UN Development Assistance Frameworks and this program will benefit from close cooperation with UN country teams, particularly UNDP during implementation in program countries.  

Targeting (country level deliverables): The primary criterion for selection is to target 86 countries at risk from high mortality and economic losses due to two or more hazards, identified on the basis of the Hotspots Study of the World Bank. Small island states and other fragile states due to their adverse geo-political settings will receive special attention in program planning in each fiscal year.  . This program will be synchronized, on best effort basis, with the initiation of new national poverty reduction strategies or new country plans in these countries. 
Performance Indicators

 
Some of the performance indicators to be used to assess the impact of this initiative in selected countries are: 

1. National policy on hazard risk management(includes risk assessment, risk reduction and risk transfer) with realistic goals and objectives, and defined roles and responsibilities of national, state and local governments and other stakeholders in mainstreaming (including legal and techno-legal systems) established
2. Human resource development strategy for awareness, education, training and capacity building in hazard risk management adopted
3. All relevant sectoral policies and programmes include hazard risk reduction elements.(e.g. housing, transport, health, education, infrastructure, civil protection, livelihoods, water, urban development, public sector management, training etc)

4. Robust institutional mechanisms including National Platforms for disaster reduction for hazard risk management to ensure multi-sectoral and inter-sectoral collaboration and cooperation among all agencies of the government and non-governmental organizations established
5. Regular assessment of hazards, vulnerabilities and risks at all levels institutionalized 
6. Increased  investment including direct budgetary support for hazard risk assessment, monitoring and management by national, state and local governments in the respective planning frameworks

Progress made on each of these indicators will be included in the annual report on this initiative. 
Resource generation and planning: 

Track II is designed as a Multi-donor Trust Fund to support country level diagnostics and programs for evidence-based disaster risk reduction. Based on good practices in mainstreaming risk reduction in poverty reduction strategies in different regions, it is estimated that this would require a multi-year technical assistance, initiated simultaneously with the commencement of the planning processes (PRSs, CASs, etc) in the countries at high risks. For natural disaster hotspot countries, this track would require more than $ 350 million over the next ten years to support country diagnostics (risk and vulnerability assessments, disaster-development nexus, policies and strategies etc) and project preparation for disaster reduction. Track II will require resources in excess of  US$ 20 million  in Year 1(2006) rising up to about $ 40 million in Year 3(2008) onwards,  assuming that program can be scaled up to 10 to 15 new set of countries in each fiscal year, to achieve the above-mentioned objectives of this track.. 
Phasing of countries for mainstreaming initiative under Track II of the Global Facility

3-year technical assistance program

	 Year
	Y1
	Y2
	Y3
	Y4
	Y5
	Y6
	Y7
	Y8
	Y9
	Y10
	Y11
	Y12
	 

	 Phase
	2007
	2008
	2009
	2010
	2011
	2012
	2013
	2014
	2015
	2016
	2017
	2018
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	P8
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	10

	P9
	 
	 
	 
	 
	 
	 
	 
	 
	10
	 
	 
	 
	10

	P10
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	90


Measuring results 
Global Facility will develop a framework to manage the results under its three different tracks of operations. Emphasis will be on identifying and tracking measurable results at global, regional, national and sub-national levels. The performance indicators mentioned above will form the basis for its design and will also include a tool to measure increase in financial assistance provided by the World Bank and other development partners to clients for disaster prevention and mitigation. Percent increase in upstream investment in disaster reduction is one measure that the partners of the Global Facility have laid special emphasis on.
Work program for Fiscal Year 2007-2009
The proposed programme will be established in Fiscal Year 07 (July-June) with initial support of $ 8.00 million from DFID and will be managed by the World Bank. This work is proposed to begin in Mozambique, Malawi, Nepal, Nicaragua and Vietnam in Fiscal year 2007 and is expected to end in 2009. Expected outcomes in these five program countries include:

· Pre-disaster risk management strategy developed 

· Institutionalizing learning, research, and knowledge management for current and future risks. 

· Developing frameworks to catalyze investment in hazard prevention, mitigation and preparedness 

· Disaster Recovery Financing Strategy and Plans established 

More countries would be taken up under this initiative as and when more resources are available. 

Progress and achievements

The proposed programme has been established in Fiscal Year 2007 with initial support from DFID and is managed by the GFDRR Secretariat at the World Bank. 
Monitoring and Evaluation: Six monthly updates will be prepared on the activities undertaken by the implementing partners of this initiative and shared with donor partners. The processes and the progress on key performance indicators based on national resource tracking systems will be captured in an annual report that will be widely disseminated. A biennial evaluation of the program is also proposed and will be presented to donor partners and members of the Consultative Group and the Steering Committee of the Global Facility. 
Prepared by : Saroj Kumar Jha, Task Manager, Global Facility for Disaster Reduction and Recovery, The World Bank Group. ( email : sjha1@worldbank.org )

Global Disaster risk hotspots: weighted mortality and economic loss risks











� 	A USGS study shows that $1 investment in hazard risk management can reduce upto $7 in disaster losses. Average annual losses from disasters is approx $60 billion; pre-disaster investments of $8 billion would be required to prevent these losses annually. Developing and least developed countries account for 30% of total disaster losses each year (EMDAT). Thus, about $2.5 billion in pre-disaster risk management would be required annually ex-ante to reduce disaster risks. If all programs take account of risks, one could ensure that there are no incremental risks. However retrofitting the vulnerable human and infrastructure systems to reduce accumulated vulnerabilities to an acceptable risk level would require at least additional $ 1 billion each year. 


�� HYPERLINK "http://siteresources.worldbank.org/EXTDISMGMT/Resources/framework_track_2.pdf?resourceurlname=framework_track_2.pdf" ��http://siteresources.worldbank.org/EXTDISMGMT/Resources/framework_track_2.pdf?resourceurlname=framework_track_2.pdf� 


� Within ISDR system, several tools for mainstreaming have been developed by ProVention, UNDP, ISDR Sectt, WHO/PAHO, Action Aid, Tear Fund, IFRC and other international and regional organizations and every effort will be made to use them rather duplicating the efforts already made. 
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