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Objectives of this session

* Appreciate the differences and complementarities
between the economic and human impact assessments

* Identify key macro economic variables for the economic
Impact assessment

* Analyse examples of past economic impact
assessments
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Differences and Complementarities:
macro-economic and human impact assessments

A GAP analysis undertaken at the national and
regional levels for all sectors and all social groups
a Economic Impact a Human Impact

Measures the temporary Represents the disruption of
macroeconomic imbalances the  population’s  normal
as well as temporary decline livelihoods and income, as
in employment, income and well as the access to basic
well being of affected commodities and  social

individuals and households services.




The Macro-economic Impact

The damages and the losses caused by
any disaster may have an impact on the
value and growth of the economy of the
affected country.

This depends on the extent of the
affected area, and the economic value of
the effects in the specific sectors.




Macro-economic Variables Analyzed

The macroeconomic impact analysis is done by comparing:

National account statistics of economic performance (GDP).

External effects (balance of payments, imports, exports): estimating
the possible increase in imports and the decline of exports in each
sector of analysis, as well as possible reinsurance payments from
abroad and relief donations.

Public finances (tax revenue and expenditure and fiscal deficit):
estimating increased expenditures associated with higher operational
costs and recovery-related investments and repairs vs. lower
revenues. Combination of a decline in tax revenues and an increase
iIn spending will put pressure on the fiscal balance in the medium
term.

Price fluctuations estimated through consumer’s price index or
inflation.



Examples: Disaster Impact on GDP

It has been observed that after a disaster GDP growth tends to
decline but then increases due to, among others, recovery
interventions...

Hurricane Mitch (1998), Honduras
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Gujarat: Economic impact flows over time

Gujarat: Total Damage from disasters and Calamity fund budgeted resources(Crores)
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Nepal: Disaster Impact

After a disaster numerous macoeconomic indicators suffered alterations

The economic activity has been the hardest hit specially real estate, renting
and business services, with annual growth projection revised downwards from
4.8 percent to 0.8 percent .

The earthquakes have further sharpened the rate of decelerated growth from
the pre-earthquake growth estimate of 4.6 percent. Post-disaster pre- liminary
estimates show that the impact of the earthquakes is expected to wipe off over
1.5 per- centage points off GDP growth rate.
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Nepal: Macroeconomic impact
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Economic Impacts of the Reconstruction

(Preliminary Findings)

Prehim inary proje ctions of the e neral & quiliteiunm’ effects
of recondtruction usng the Mational Plannang Cosrmi-
shois Computsble Genersl Equilibrium ICGE) maodel for
HNepal®' shows that reconstruction will not mesly be
albsoant basbding indras tructuse, but will slio alter the struc-
ture of the econamy Reasl Gross Natssnal income (GN wall
ncremse because of international translers; real GOP in-
crenves because of the multiplier effect of the additional
ncome being spent in the country. Thene will be reallacs-
tion of resources, e pecially into construction, nducing a
tranafer of the lacions of production sway frmm other see-
tori by raising heir wage andrent. Consequantly, the cost
of production in other sectors, especially tradables, wall
e, posiibly harling export compe titiveness. However,
madelling resulls indicate that the pavate sector will ac-
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Disasters alter the fiscal position of governments...

Central Government

Example: Disaster Impact on Public Finance

Spending

Tax Revenues

In Million US$ 74.2 -22.1 52.1

As a Percentage of GDP 0.40% -0.12% 0.28%
Expenditures

In Million US$ -97.2 -14.2 -111.4

As a Percentage of GDP -0.52% -0.08% -0.60%

Total -23 -36.3 -59.3




Micro-economic Impact

« Analysis of impact on personal or household well-being: includes
an estimation of employment loss and income decline due to
the losses sustained in the productive and services sectors, as well
as higher than normal family or personal expenditures.

« Attempt to estimate the impact on personal and household well-
being is a challenge in contexts where productive activity is
undertaken through the informal sector, subsistence farming
and unpaid family and reproductive work (child-bearing/rearing
responsibilities; domestic tasks often mainly performed by women).

The micro-economic impact analysis should be used when doing
the human impact assessment.



Key take-away

o The disaster impact assessment has two complementary
components:

o The macro-economic impact
2 The human impact

o The macro-economic impact assessment measures the
temporary macroeconomic imbalances along four main
variables: Economic performance, external effects, public
finances and price fluctuations.

o An specialized team undertakes the macro-economic
analysis based on the damage and loss estimates provided
by the sectors.

o The micro-economic impact of disaster is taken into
account by the human impact assessment.






