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LATIN AMERICAN
EXPERIENCE IN COMBINING
DISASTER RISK MANAGEMENT
WITH POVERTY REDUCTION

Latin American countries are implementing a
range of innovative strategies to address
the underlying causes of disaster risk,
while at the same time promoting
social inclusion and productive
growth.

SUMMARY
Extreme weather events have a direct impact on households’ welfare, and
in particular, the poorest, most socially excluded populations. Increasing
frequency and intensity of disasters, such as earthquakes, hurricanes and
flooding, is closely linked to the growing vulnerability of households and
communities. Thus, the impacts of extreme events on poverty, income,
consumption, health and education present a serious challenge to the wellbeing of these populations, and also produce negative long-term consequences
for economic and social development across the region. In order to reduce
the impacts of disasters on existing economic and social disparities, Latin
American countries are implementing a range of initiatives that combine
Disaster Risk Management (DRM) approaches with poverty reduction
measures, social inclusion and the creation of jobs and productive activities.
This Brief presents some key experiences from across the region, with a focus
on urban governance, public investment systems and innovative insurance
mechanisms. The Brief then describes the main contextual factors that explain
why Latin American countries have made progress in these areas, as well as
on-going challenges and key lessons that may be useful for other regions.

A COMMON CHALLENGE: ENDING THE CYCLE
OF DISASTER, VULNERABILITY AND POVERTY
The staggering cost of disasters represents a considerable
challenge to achieving the Millennium Development Goals
(MDG), and principally Goal 1 related to poverty reduction.
Disasters cause substantial damage to human capital,
including death and destruction, and produce harmful
consequences for nutrition, education,1 health and incomegenerating processes.2 Furthermore, disasters affect the
poorest populations first and hardest, creating a vicious
cycle between vulnerability and poverty.

KEY

LESSONS LEARNED

It is possible to address the underlying causes of risk and reduce poverty
using existing tools and strategies. Waiting for higher levels of economic
development is unnecessary.
Preventative resettlement programmes can build resilience to risk and
improve the quality of life of the poorest and most vulnerable urban
populations.
Integrating DRM into public investment systems protects national financial
resources from the economic impacts of disasters, thereby helping to
maintain macro-economic stability, sustain growth and protect poverty
reduction efforts.

Two-thirds of the $6 billion annual funds from the World Bank spent on building schools as part of the Education For All programme are allocated
towards replacing precarious or insecure constructions. See: World Bank /GFDRR, UNISDR, INEE. 2009. Guidance Notes on Safer School Construction.
INEE Secretariat, Washington, DC.
2
World Bank. 2009. Do Natural Disasters Affect Human Capital? An Assessment Based on Existing Empirical Evidence . World Bank, Washington, DC.
1
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Figure 1: Relationships Between Poverty, Vulnerability and Disasters

Source: United Nations Office for Outer Space Affairs (UNOOSA). 2012. A Visual Analytics Approach to Understanding Poverty Assessment through Disaster
Impacts in Latin America and Africa. UNOOSA, Vienna.

To cite just a few examples from Latin America, as a result
of Hurricane Mitch in 1998, the poorest families living
in Honduras lost 31% of their productive resources. The
Government of Chile estimates that an additional 500,000
Chileans fell into poverty after the 2010 earthquake, mainly
due to job loss.3 In Haiti, the impacts of the 2010 earthquake
were felt particularly hard in the country’s poorest
regions where chronic food insecurity intensified, health
infrastructure and social services collapsed and some 1.3
million people were left homeless. 4

The grave impacts of disasters on poverty in African and Asian
countries have also been widely reported.5 For example, in
Burkina Faso poverty increased in the Sahel (from 2% to 19%)
and the Sudanian area (from 12% to 15%) in the aftermath
of the 1984-1985 drought.6 Between 1998 and 2000, natural
disasters in Madagascar reduced financial capacity to
access food by 46%.7 In Ethiopia, in 1999 and 2002 uninsured
droughts increased consumption poverty by about 14%. 8
Assessments carried out by the Asian Development Bank
found that as many as 2 million additional people could fall

Chilean Ministry of Planning. 2010 Encuesta Post Terremoto: Principales Resultados (Post-Earthquake Survey: Principal Results) . Government
of Chile, Santiago de Chile. For further information on the impacts of the earthquake on productive resources and human well-being, see: USAID.
2010. Chile- Earthquake Factsheet. USAID, Washington, DC.
4
The Government of the Republic of Haiti. 2010. Haiti Earthquake PDNA: Assessment of Damage, Losses, General and Sectoral Needs. Government
of Haiti, Port-au-Prince. For other examples from the region’s cities, see: Hardoy, J., Pandiella, G. 2009. Urban Poverty and Vulnerability to Climate
Change in Latin America. Environment and Urbanization 21 203-224.
5
See, for example: de la Fuente, A., Dercon, S. 2008. Disasters, Growth and Poverty in Africa: Revisiting the Microeconomic Evidence. Background
Paper for the 2009 ISDR Global Assessment Report on Disaster Risk Reduction. UNISDR Africa, Nairobi.
6
Reardon, T., Taylor, J. 1996. Agro-climatic shock, Income Inequality, and Poverty: Evidence from Burkina Faso. World Development 24(5) 901-914.
7
Cherel-Robson, M. 2008. Vulnerability to Food Insecurity in Madagascar: Spatial Determinants, Policy Processes and Coping Strategies . PhD
Dissertation. University of Sussex.
8
Dercon, S., Hoddinott, J., Woldehanna, T. 2005. Shocks and Consumption in 15 Ethiopian Villages, 1999-2004. Journal of African Economies
14(4) 559-585.
3
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into poverty as a result of the 2004 tsunami.

as a powerful propeller in the cyclical relationship between
disaster risk and poverty, drastically increasing the impact of
disasters on poor people and on poverty reduction efforts .11

Underlying Causes of Risk
Disaster risk is augmented by factors such as rapid urban
growth and occupation of new areas of land, which in turn lead
to increases in the quantity of people and assets exposed to
risk. At the same time, weak institutional capacities amongst
local government authorities for facilitating access to land
and services by poor people has resulted in a model of
urban growth characterised by the expansion of informal
settlements into non-regulated areas prone to hazards. Today,
at least 900 million people live in informal settlements in cities
in developing countries, and many of these are located in high
risk zones.9 As it is, the livelihoods of poor urban populations
barely cover basic necessities in terms of shelter, transport,
education and health; a lack of safe housing, infrastructure
and adequate public services - that could offer protection in
the event of earthquakes, cyclones and heavy floods – only
serves to further increase mortality risk.
The degradation of ecosystems is another important factor
that increases disaster risk and poverty in urban areas.
As well as causing a higher frequency and intensity of
disasters,10 environmental damage produces direct losses
for poor populations that depend on ecosystem services
for their livelihoods. Weak or non-existent social protection
mechanisms and scarce availability of insurance schemes
also heighten the impact of disasters on poorer urban
populations. Losses resulting from disasters often exceed their
response capacity and the high frequency of extreme events
erodes resilience over time. Progressive climate change acts

In the case of large-scale disasters, international aid only
provides for 10% of actual recovery and reconstruction costs.12
Disasters therefore require developing countries to divert
significant resources that could otherwise be used to address
the underlying causes of risk via poverty reduction and socioeconomic development objectives. In this context, developing
countries across Asia,13 Latin America14 and Africa15 have
been developing Disaster Risk Management (DRM) strategies
aimed at increasing the resilience of communities as well
as stimulating growth and protecting poverty reduction and
development investments.16 This Brief focuses on the Latin
American experience in implementing DRM strategies that
combine with a poverty reduction approach.17

REDUCING BOTH DISASTER RISK AND POVERTY:
KEY LATIN AMERICAN EXPERIENCES
Across the region, Latin American actors have implemented
a range of strategies for reducing the underlying factors of
risk, while at the same time breaking the disaster risk-poverty
cycle. Some of the main strategies include: strengthening
livelihoods (natural resource management; provision of
basic services; and infrastructure development); good
urban governance (regulatory frameworks; planning for
growth); financial tools (credits and insurance); ecosystem
management (protected areas; payments for ecosystem
services); and community-based risk reduction approaches.

UN-HABITAT. 2011. Global Report on Human Settlements 2011 – Cities and Climate Change . UN HABITAT, Washington, DC.
Natural ecosystems such as wetlands, forests, mangroves and watersheds play a fundamental role in regulating the frequency and intensity of
natural hazards such as flooding and landslides. For further information, see: UNEP. 2005. Millennium Ecosystem Assessment. UNEP, Washington, DC.
11
ISDR. 2009. Global Assessment Report on Disaster Risk Reduction. ISDR, Geneva.
12
See: Global Humanitarian Assistance. 2011. Global Humanitarian Assistance Report 2011. GHA, Bristol.
13
UNISDR. 2012. Reducing Vulnerability and Exposure to Disasters: Asia-Pacific Disaster Report 2012 . UNISDR, Geneva.
14
Regional Platform for Disaster Risk Reduction of the Americas. Investing in Resilience: Accelerating the Implementation of the Hyogo Framework
for Action in the Americas. Regional Platform for Disaster Risk Reduction in the Americas,Santiago de Chile.
15
UNISDR. 2011. Effective Measures to Build Resilience in Africa to Adapt to Climate Change . UNISDR, Geneva.
16
See: Inter-Parliamentary Union, UNISDR. 2010. Disaster Risk Reduction: An Instrument for Achieving the Millennium Development Goals. IPU
and UNISDR, Geneva.
17
Though this Brief is part of a set of materials focused on DRM in cities, this particular Brief, given the nature of the subject matter, includes
examples both from cities as well as from national governments. In researching this Brief, we have given priority to technical studies and
reports carried out by UN agencies, as well as international and multilateral institutions such as the World Bank, Economic Commission for Latin
America and the Caribbean and the Inter-American Development Bank. The reports of these bodies, undertaken as part of the internal work of the
organisation or commissioned to external experts, are high-quality and reliable, and offer applied and comparative research of different countries
of Latin America. We also drew on reports of the public institutions working on DRM in individual countries, and in some cases we consulted the
research of private institutions, such as NGOs, with DRM expertise. Efforts have been made to ensure that the sources are as current as possible
and available online for easy reference.
9
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This Brief focuses on three of the most well-documented
of these strategies. First, Latin American countries have
made important progress towards incorporating DRM into
urban development strategies, in particular around urban
resettlements. Second, countries have focused on public
investment systems, and third, they have implemented some
innovative micro-insurance schemes for risk transfer and
social protection. This section highlights examples of Latin
American experiences with each of these three strategies.
1. Urban Development: Preventative Resettlement and
Settlement Up-grading
In various cities across Latin America, DRM approaches are
being integrated into urban development and land planning
policies and strategies. In particular, Latin American countries
demonstrate some successful experiences in preventive
resettlement and settlement up-grading that, along with
contributing to DRM, are reducing poverty by creating
employment, providing professional training opportunities
and improving land rights.18

Preventative Resettlement
One such initiative was implemented in Argentina by the
Ministry for Housing between 1993 and 2004. A total of 11,911
families from 120 communities in flood-prone areas across
the country were relocated into affordable houses built with
locally available materials and carefully tailored to local
cultural preferences. The programme was designed using a
methodology for “assisted self-construction and mutual aid”
which entailed collective, decentralised and participatory
work between the central, provincial and local governments,
the beneficiaries and building material providers. An external
evaluation of the programme concluded that living conditions
had been improved and that 41% of beneficiaries had been
able to significantly increase their income, mainly through
additional bricklaying work.19
In Colombia, the Nueva Ezperanza resettlement programme in
the capital city Bogota provided a range of support measures

to assist families with moving to their new houses. These
included measures to: strengthen productive activities, such
as construction training; provide environmental education to
prevent and mitigate disaster risk; improve access to public
social programmes, including assistance for young children
and the elderly, and school enrolment schemes; and ensure
that entire families, rather than just male heads of households,
became legal property owners. Although a full evaluation
will not be carried out until 2015, the programme is already
generating important lessons on integrated resettlement
planning that will be useful for cities in other countries and
regions.20
Other noteworthy experiences of preventative resettlement
in Colombia include those of 10,000 people in San Cayetano,
Cundinamarca, of 45,000 people in the city of Medellin, and
approximately 65,000 people in the capital Bogota. These
programmes have carried out risk assessment studies, in
which they identified landslides and flooding as the main
hazards, and have been incorporated into disaster risk
reduction plans, land planning processes and housing subsidy
programmes. A 2007 publication by the National University of
Colombia and the Inter-American Development Bank (IDB)
entitled Impacts of Resettlement Due to Vulnerability in High
Risk Areas in Bogota, 1991-2005 provides an assessment
of these and other experiences. The analysis evaluates the
impacts of resettlement programmes on populations living in
high risk urban areas and suggests guidelines to inform the
formulation of a resettlement policy and methodology. These
guidelines aim to reduce the possibilities that the re-settled
population would fall again into the cycle of poverty.

Settlement Up-grading
Brazil has registered a number of successes in the
urbanisation of favelas, or informal urban settlements,
through projects financed by the IDB and the Brazilian
government. These projects demonstrate how integrated
and sustainable urban development policy can respond
to the challenges of urban poverty via multi-sector and
socially inclusive strategies. As well as reducing disaster

The following publication provides a comparative analysis of urban resettlement programmes for disaster risk reduction in four Latin American
countries and includes information on the impacts of these programmes on variables such as employment, income and land rights: Correa, E.
(ed). 2011. Preventive Resettlement of Populations at Risk of Disaster: Experiences from Latin America. GFDRR, World Bank, Washington, DC.
19
Clemente, A., Bertolotto, del Valle, J. 2003. Alcance y Perspectivas del Subprograma de Vivienda. Una Aproximación Evaluativa. In:
Viviendas por Autoconstrucción. La Experiencia en el Programa de Protección Contra las Inundaciones . IIED-LA, Buenos Aires (in Spanish).
20
Correa, E. (ed). 2011. Preventive Resettlement of Populations at Risk of Disaster: Experiences from Latin America. GFDRR, World Bank, Washington, DC.
18
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risk, the projects provided sanitation and housing solutions,
strengthened the social capital of beneficiary communities,
built infrastructure such as pavements and drainage,
improved housing, and created spaces for recreational and
sporting activities.21
In 2012, the Lima City Council launched a settlement upgrading initiative called the My Neighbourhood Programme
(Programa Barrio Mio) which aims to improve the quality of
life of Peruvians living in hillside settlements in the capital
city. With a $30 million budget, the programme combines
risk mitigation and disaster prevention activities, such as
reforestation and urban reorganisation, with the construction
of civil infrastructure like stairways and defence walls, and
social infrastructure such as sports, cultural and community
centres. The programme also includes disaster response
training for residents.22 Since the initiative was only launched
in 2012, no results have yet been documented, though the
planning, funding and operationalisation processes do
provide some interesting lessons for other countries . 23
2. Financing and Public Investment Systems
Through financing and integrating DRMinto public
investment systems, countries actually end up minimising
future economic losses and bringing down reconstruction
costs, thereby adequately compensating for the original
expenditure. The same investments also provide many
indirect benefits on health, human development and
productivity, thereby protecting poverty reduction efforts
and stimulating social and economic development.24 With
support from the Economic Commission for Latin America
and the Caribbean, Latin American countries have made some
important first steps in modernising their public investment

systems to incorporate DRM, thereby simultaneously
addressing disaster risk and poverty reduction. This section
describes some key examples coming from the region.
The governments of Peru, Costa Rica and Guatemala have
pioneered the integration of DRM into national budgets via
a range of methods, including: cost-benefit analysis of risk
in public investment systems to determine whether the
additional expense of incorporating disaster risk reduction
measures is justified in terms of the level of risk ;25 creating
information platforms bringing together data on hazards
and risks to support financial decision making; 26 and
improvements in transparency and monitoring.27
Governments in Mexico, Nicaragua and El Salvador are using
the IDB Disaster Deficit Index, which offers a simple way of
measuring a country’s fiscal exposure and potential deficit in
case of an extreme disaster. The Index also enables national
decision makers to measure the budgetary implications of
such an event and highlight the importance of including this
type of information in financial and budgetary processes.28
These are all new initiatives, so it is too early to determine
what long-term impact these systems are having on DRM
and poverty reduction efforts. At the same time, an early
assessment highlights some critical success factors, such
as: mainstreaming disaster risk and assessment methods;
coordinating different government actors across levels
and sectors; building strategic alliances with training and
academic institutions; providing professional training;
developing a long-term vision of investment; and aligning
investment decisions with strategic development plans..29
In addition to integrating DRM into financing systems, various
Latin American countries have assigned extra national
resources specifically for reducing and correcting risk, such

See: Inter-American Development Bank. 2012. Slum Upgrading: Lessons Learned from Brazil. IDB, Washington, DC.
To learn more, see the ELLA Case Study: Operationalising and Funding a Plan to Mitigate Risk: The Disaster Risk Management Strategy for
Metropolitan Lima. Also see a powerpoint (in Spanish) by Pedro Ferradas of Practical Action Latin America, presented at the national launch of
the UNISDR international campaign “Making Cities Resilient: My City is Getting Ready”, in May 2012. The presentation describes the planning
processes and provides details of proposed activities.
23
To learn more, see: ELLA Case Study: Operationalising and Funding a Plan to Mitigate Risk: The Disaster Risk Management Strategy for
Metropolitan Lima.
24
GIZ-MEF. 2010. Evaluación de la Rentabilidad Social de las Medidas de Reducción del Riesgo de Desastre en los Proyectos de Inversión Pública
(Evaluation of the Social Profitability of Disaster Risk Reduction Measures in Public Investment Projects) . MEF, Lima.
25
Provention. 2007. Tools for Mainstreaming Disaster Risk Reduction: Economic Analysis . Guidance Note 8. Provention Secretariat, Geneva.
26
Examples include: SINPAD in Peru; the geo-referencing risk system of the Andean Community GEORiesgo; and CEMADEN in Brazil.
27
UN. 2011. Global Assessment Report on Disaster Risk Reduction 2011: Revealing Risk, Redefining Development . UN, New York.
28
To learn more about the Index and its use, see: Cardona, O. 2007.Indicators of Disaster Risk and Risk Management: Program for Latin America
and the Caribbean: Summary Report. IDB, Washington, DC.
29
Campos Garcia, A., Narvaez Marulanda, L. 2011. Study of Implementation of Strategies for Incorporating Risk Management Criteria for Public
Investment in Latin America. Background paper prepared for the 2011 Global Assessment Report on Disaster Risk Reduction. UNISDR, Geneva.
21

22
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Spotlight on Mexico: The case of FONDEN
With five tectonic plates below its territory, Mexico
is particularly exposed to earthquakes, and also
experiences a long hurricane season between June
and November. Over recent years, the government has
been implementing some innovative financial tools to
prevent an economic collapse in the case of a large-scale
disaster.
It was disaster itself - the country’s 1985 earthquake
- that largely sparked the government’s new DRM
focus. Soon after, the Mexican government created
the country’s first DRM system (SINAPROC). In 1996,
the government set up a fund to support post-disaster
recovery and reconstruction, called FONDEN. FONDEN
uses various instruments to support local states and
entities in responding to disasters, including reserve
funds and risk transfer solutions called Catbonds.
FONDEN reserve funds are used to ensure that the
most vulnerable populations’ basic needs are met in
emergency situations. This includes reconstructing
houses, as well as re-building uninsured social and
productive infrastructure. FONDEN also supports smallholder farmers affected by natural disasters through
direct payments to compensate loss or temporary work
programmes for improving public infrastructure or
restoring soil and forest resources. FONDEN also funds
prevention initiatives such as risk assessments and
economic impact studies relating to key infrastructure
such as roads and hospitals, vulnerable housing, and
natural disaster risk modelling.30

as the Disaster Vulnerability Reduction and Emergency
Response Programme in Peru, the Fund for the Prevention
of Natural Disasters (FOPREDEN) in Mexico and the newly renamed National Disaster Risk Management Fund in Colombia
(previously the National Calamity Fund). These funds are
supplementary to national emergency and contingency
budgets, instead focusing on reducing risk prior to such
emergencies. They are used to: mitigate hazards; reinforce

the most vulnerable civil works and infrastructure, such as
schools, hospitals, sanitation works and water and electricity
networks; support the development of early warning systems;
and rehabilitate ecosystems, amongst others.
3. Disaster Insurance Schemes
Disaster risk financing and other financial tools for managing
disaster risk have existed for decades, but have principally
benefited middle and high-income families, large companies
and rich governments. Poor households, especially those
whose members work in the informal sector and earn
irregular incomes, tend to lack access to these tools.31 And
where they are available, the majority of poor families cannot
afford them. Without access to insurance against disasters,
poorer populations run the risk of losing their life savings and,
in some cases, assets built up over various generations. At
the level of the country, developing country governments face
huge budgetary uncertainties due to the unpredictability of
international aid and the costs post-disaster recovery, often
having to divert large sums away from poverty reduction and
development programmes.32
Across Latin America, disaster insurance schemes
implemented at country and household levels are
providing a successful method for strengthening resilience,
accelerating recovery processes and supporting broader
and longer-term social and economic development goals.
At the country level, a noteworthy experience for its breadth of
coverage is the Caribbean Catastrophe Risk Insurance Facility,
a regional insurance service created and administrated by
16 governments. This service insures governments against
the impacts of catastrophic hurricanes and earthquakes, and
enables them to quickly obtain liquidity based on parametric
indices. Initial activities have secured support from the World
Bank, the Caribbean Development Bank and the governments
of Canada, France and the United Kingdom. By grouping
together risk, the Caribbean governments have managed to
reduce their individual premiums by 40%.
Many other countries are also taking out insurance schemes
specifically designed to be activated in the case of an
emergency caused by a natural catastrophe. Colombia, El

See this presentation by the Director of FONDEN, Rubem Hofliger, La Experiencia de México en la Implementación del FONDEN y del FOPREDEN
(Mexico’s Experience in Implementing FONDEN and FOPREDEN), presented in Mexico, 28 November 2011.
31
Provention. 2006. Disaster Insurance for the Poor? A Review of Microinsurance for Natural Disaster Risks in Developing Countries . Provention,
Geneva.
32
Gutiérrez, M., Mommens, X. 2011. Cambio Climático en América Latina y el Caribe: Riesgo Para el Sector de las Microfinanzas y Oportunidades
Para la Adaptación (Climate Change in Latin America and the Caribbean: Risk for the Microfinance Sector and Opportunities for Adaption) . IDB,
New York.
30
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Salvador, Guatemala, and more recently Costa Rica, have
made use of these funds – called CAT DDO – to deal with
various natural disasters, including the 2009 earthquake in
Costa Rica and the flooding in El Salvador during 2011.33
In 2006, Mexico became the first country to issue the socalled Multi Catbond, via a programme financed by the World
Bank. The Multi Catbond is a flexible financial tool that insures
against earthquakes and hurricanes in certain geographic
regions of Mexico during the 3-year lifetime of the bond and
which provides returns to investors via interest. In the event
of a large-scale disaster, money is immediately disbursed to
the Mexican government. The Catbond essentially contributes
to poverty reduction by covering the public finances of the
country from having a large outlay for recovery work after

the country’s poorest and most vulnerable people. Financed
by government donors, such as DFID and SDC, and the private
sector, one of the company’s schemes, Fonkoze, supports
small entrepreneurs to recapitalise their business after an
extreme weather event via cash payments and loans.

disaster and minimises the need for diverting resources away
from poverty reduction and other social development efforts.

Peru has set a precedent with the first indexed insurance
scheme covering El Niño events, a phenomenon that
strikes the country’s northern coast in particular with
intense rainfall. This preventative insurance scheme
is activated when buoys of the United States’ National
Oceanic and Atmospheric Administration (NOAA) registers
sea temperatures of 24°C or higher during November
and December - an indicator that intense rainfall can
be expected during March and April. Compensation
is then sent out to policy-holders during January and
February, to be used for investment in preventative actions.

At the household level, the region is home to some interesting
advances in providing families with disaster insurance. For
example, Agroasemex is a company owned by the federal
government in Mexico that specialises in insurance for
agriculture and livestock farming and offers catastrophe
insurance to small-scale producers. The insurance is based
on a coverage scheme aimed at covering financial deviations
in the event of catastrophic climatic events. Insurance sums,
premiums and compensation are calculated per region and
compensation is paid out based on critical rainfall levels,
called triggers, per crop for each of the stages of the growing
cycle.34

Finally, in Bolivia, the PROFIN Foundation has designed
a system of indexed insurance that is being piloted in
four provinces in the northern and central plateau or
altiplano. The Risk Transfer Fund combines incentives for
proactive risk reduction with a flexible index mechanism
calculated on an individual loss basis. The index is based on
production levels in areas of agricultural land characterised
by temperature, rainfall, humidity and soil type. The
productivity of these areas of land is used as an indicator of
whether production levels have been negatively affected
by meteorological events, in which case compensation
is paid out, or whether productivity has been affected by
other factors that the farmer should be able to control.

In Manizales, Colombia, an innovative cross-subsidised
insurance plan, Predio Seguro (Secure Plot),35 supported by
the local city government, has enabled poor families to obtain
insurance cover against catastrophes. The scheme issues a
collective insurance policy to protect the poorest segments of
the population. The payment and claim of damage insurance
for each plot in the city is managed by the local council and
rates are calculated based on official registers.
After the 2010 earthquake in Haiti, the micro-insurance
platform Microinsurance Catastrophe Risk Organization
(MiCRO) was set up to provide micro-insurance packages to

MAIN ACHIEVEMENTS
What are some of the main achievements coming out of the
region?
• Urban and local governments have integrated disaster
risk reduction into urban development and land planning
strategies, thereby guaranteeing access by poor urban
populations to affordable housing on low-risk areas of
land with secure tenancy rights, adequate infrastructure
and basic services. Professional training schemes have

See: Government of Mexico, World Bank. 2012. Improving the Assessment of Disaster Risks to Strengthen Financial Resilience . World Bank,
Washington, DC.
34
See also: González, A. 2009. Insurance Applied to Agriculture: The Mexican Case. International Food Policy Research Institute (IFPRI), Washington,
DC.
35
See the Colombia case study of: ECLAC. 2007. Information on Disaster Risk Management: Case Studies of Five Countres. ECLAC, Santiago de Chile.
33
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provided families with opportunities to generate higher
income and reduce their vulnerability to future disasters.
• Responsibility for disaster risk reduction has been
assumed by the highest levels of political authority and
DRM has been explicitly incorporated into development
plans and public investment systems. Evidence of
this can be found in substantial increases in national
budgets designated for DRM. These rises in public
spending are being capitalised via financial packages
aimed at stimulating the economy through investments
in infrastructure for risk reduction and other measures
that address the underlying causes of risk and support
poverty reduction efforts.
• Important progress has been made in the integration
of DRM into public investment systems via a range of
methods for risk modelling, assessment and cost-benefit
analysis. These systems are helping to ensure that public
spending not only prevents and mitigates future risk, but
also that direct expenditure on DRM is contributing to
longer-term economic and social development goals.36
• Significant progress has also been made
in developing insurance markets so that
governments and a larger proportion of at-risk
households are able to access appropriate risk
t ra n s f e r a n d s o c i a l p ro t e c t i o n m e c h a n i s m s .

adaptation to poverty reduction plans and programmes has
only really happened on paper, and is yet to be operationalised.
Likewise, the integration of DRR into political tools such as
Poverty Reduction Strategy Papers (PRSP) is, in many cases,
limited to disaster preparation and response. The potential
for using tools such as the PRSP to address the underlying
factors of risk has not been exploited to its fullest.
The perception that governments and the international
development community are responsible for covering losses
incurred due to disasters presents a considerable obstacle to
the wider application of risk transfer mechanisms including
insurance.
Although insurance schemes for disaster losses are gaining
ground, they are limited by a lack of reliable data on local
and regional meteorological seasons. In various countries,
new indexing methods are being developed with the aim of
expanding coverage.
However, there is an on-going need to improve collaboration
for monitoring multiple risks via the functional integration
of and collaboration between scientific and technical
organisations working in the fields of meteorology, geology
and geophysics, oceanography, and environmental
management, amongst others.

ON-GOING CHALLENGES FOR LATIN AMERICA
Despite taking some important steps in the institutionalisation
of DRM, 37 including progress in national policy and the
development of institutional and regulatory frameworks
for Disaster Risk Reduction, significant gaps remain with
regards to integrating DRR into poverty reduction efforts
and long-term social and economic development plans. In
many countries across Latin America, this is due to a lack of
development per se – it is impossible to integrate DRR into
development processes that do not exist.
On the other hand, in some countries, linking political and
institutional frameworks for DRR and climate change

The UNDP asserts that every dollar invested in disaster prevention represents a saving of 7 dollars in emergency response and construction costs.
However, calculating economic savings at a national scale remains a challenge. See, for example, one of the most comprehensive comparative
assessments: World Bank and The United Nations 2010 . Natural Hazards, Unnatural Disasters: The Economics of Effective Prevention . World
Bank, Washington, DC. . This report examines government expenditures on prevention and finds that it is generally lower than relief spending,
which rises after a disaster and remains high for several subsequent years. But effective prevention depends not just on the amount but on what
the funding is used for.
37
For more information, see: ELLA Brief: Advancing the Institutionalisation of Disaster Risk Management in Public Policy in Latin America.
36
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CONTEXTUAL ENABLING LATIN AMERICA’S
FACTORS SUCCESSFUL RESPONSE
The repeated occurrence of large-scale disasters in Latin
America has resulted in the creation of national civil defence
systems or the evolution of these into national DRM systems.
Examples include the 2009 earthquake in Chile which
presented an opportunity for the government to improve
strategies for land planning; the strengthening of the
CEDEPRENAC (the Coordinating Centre for the Prevention of
Natural Disasters in Central America) after Hurricane Mitch;
and the Armero volcanic eruption emergency in Colombia
which gave birth to a new phase of institutionalisation of DRM
within the country.

LESSONS LEARNED

The availability of tools and methodologies specific to Latin
America, such as risk indicators developed by the IDB and
economic and social impact evaluations carried out by the
Economic Commission for Latin America, have supported
Latin American countries to improve the evaluation and
quantification of risks faced by their populations. Likewise,
these tools have been used to design interventions to limit
financial and economic losses caused by earthquakes, flooding
and other natural phenomena, thereby preventing important

1
2

It is possible to address the underlying
causes of risk that generate poverty by
using tools and approaches that are
already being used in practice throughout
Latin America, Asia and Africa. This
means it is possible to reduce risk without
waiting for higher levels of economic
development. There is much that can
already be done, even in the poorest
countries.
Research coming out of Latin America
highlights how reducing the economic
impact of catastrophes protects
national financial resources, promoting
growth, fiscal stability and the provision

funding for poverty reduction being diverted in the face of
disaster.
The incorporation of disaster risk reduction criteria into public
investment systems has been promoted and facilitated by
a range of agencies seeking to improve the efficiency and
efficacy of government-managed DRM. One such example
is the Disaster Risk Assessment and Risk Financing Model
developed by the G20, the Organisation for Economic
Cooperation and Development (OECD) and the World Bank
and promoted amongst developing country governments.
Similarly, one of the key success factors in Latin America
has been incorporating DRM criteria in public investment
processes, which itself has been promoted in part due to the
region’s focus on improving the effectiveness and efficiency of
state management, in particular the New Public Management
paradigm promoted by the OECD and the World Bank in
developing countries. One particularly emblematic example is
Budgeting for Results, which in Peru for instance, has included
measurable DRM outcomes as part of the methodology.

of public services, while increasing
funds available for investment in
development.

3

Preventative resettlement programmes
represent an opportunity to build risk
resilience while improving the quality of
life of the poorest and most vulnerable
urban populations. Experiences
from Latin American cities highlight
critical success factors, which include:
integrating DRR into existing land
planning processes and tools; firm
decision-making; development of
adequate regulations; and provision
of affordable housing options.

4

Experience from Latin America
highlights how progress in
systematically calculating losses
and the visibility of disaster impacts
makes it possible for citizens to demand
greater accountability for recurring
losses and for public officials to take
responsibility, which create political
and economic incentives to generate
greater political will to invest in DRM.
It is this political will - more so than
technical or administrative factors
- that is the essential condition for
strong disaster risk governance that
integrates poverty reduction.

CONTACT THE AUTHOR
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To learn more, contact the author, Max Watanabe, an expert in disaster risk
reduction and climate change adaptation and the Coordinator of the DRR
and Climate Change Adaptation Programme, Soluciones Prácticas (Practical
Action – Latin America), at mwatanabe@solucionespracticas.org.pe.

To learn more about disaster risk reduction in Latin America, read the ELLA
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more about other ELLA development issues, browse other ELLA Themes.
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