Comparative Emergency Management


Session No. 28

Course Title: Comparative Emergency Management

Session 28: International Financial Institutions
Time: 1 hr


Objectives:

28.1 Define the International Financial Institutions

28.2 Describe the Emergency Management Efforts of the World Bank 


Scope:

In this session, the Instructor will define the international financial institutions, and explain how they have become involved in pre- and post-disaster emergency management efforts.  The instructor will provide brief examples from around the world to illustrate these lessons. 


Readings: 

Student Reading:

Coppola, Damon. 2006. Introduction to International Disaster Management. Butterworth Heinemann. Burlington. Chapter 10.


Instructor Reading:

Coppola, Damon. 2006. Introduction to International Disaster Management. Butterworth Heinemann. Burlington. Chapter 10.

General Requirements:

Power point slides are provided for the instructor’s use, if so desired.

It is recommended that the modified experiential learning cycle be completed for objective 28.1 to 28.2 at the end of the session.


General Supplemental Considerations:

N/A

Objective 28.1: Define the International Financial Institutions
Requirements:

Provide students with a lecture that introduces the international financial institutions, including what they are, what characterizes them, and what motivates them and/or requires them to participate in emergency management efforts.  Facilitate classroom discussions to explore student experience and knowledge and to expand upon this lesson material.  

Remarks:

I. International financial institutions (IFIs) are international banks that are made up of two or more national governments (see Slide 28-3). 


A. IFIs use public money from the member states to provide technical and financial support to governments who need them. 


B. Oftentimes, it is a major conflict or a disaster (natural or otherwise) that necessitates the large amount of funding that the IFIs were created to provide.


C. However, the IFIs are instrumental in funding development and other expansive infrastructure projects, and as such have become more involved in hazard risk reduction (namely mitigation) in order to ensure the sustainability of the projects that they fund.


D. Ask the Students, “In previous sessions we discussed how governments support their recovery efforts.  Of these options, why might a government elect to or have no alternative other than requesting funding from the International Financial Institutions?”


1. Students should be able to recall the many options related to emergency funding, all of which were described in detail in Chapter 7 of Introduction to International Disaster Management (Coppola, 2006).


2. In many cases, governments will choose the IFI because the loan conditions are the most favorable.


3. In other cases, there may be no other options to choose from that can address all recovery needs

4. As the readings described, it may be necessary to use IFI funding simply because of the relationships that exist, and because existing projects for which lending has been provided are suddenly found to be irrelevant in light of the disaster that just happened (Students may recall the description of ‘reallocation of funds’ from the assigned reading).

II. Developing nations, which are more likely to have weak disaster mitigation or preparedness capacity and therefore little or no affordable access to disaster insurance, often sustain a total financial loss (see Slide 28-4). 

A. In the period of rehabilitation that follows the disaster, loans are essential to the success of programs and vital to any level of sustainability or increased disaster resistance.  

B. The IFIs are the primary source of these loans.

III. IFIs are not response or relief agencies, and therefore they do not provide funding to cover those expenses traditionally associated with the response phase and related relief efforts.  This includes, for example,

A. Food aid

B. Search and Rescue

C. Transportation and storage of relief supplies

D. Temporary shelters (tents)

E. Ask the Students, “Why would response and relief efforts be considered to be outside the scope of the IFIs?”

Supplemental Considerations

n/a


Objective 28.2: Describe the Emergency Management Efforts of the World Bank
Requirements:

Provide students with a lecture that introduces the international financial institutions, including what they are, what characterizes them, and what motivates them and/or requires them to participate in emergency management efforts.  Facilitate classroom discussions to explore student experience and knowledge and to expand upon this lesson material.  

Remarks:

IV. The World Bank (see Slide 28-5)

A. The World Bank is one of the largest sources of development assistance, providing upwards of $20 billion in loans each year. 


B. The World Bank is owned collectively by almost every country in the world, who represent its membership. 


C. The World Bank consists of five separate institutions, which include:


1. International Bank for Reconstruction and Development


2. International Development Association


3. International Finance Corporation


4. Multilateral Investment Guarantee Agency


5. International Centre for Settlement of Investment Disputes

D. The vast majority of the World Bank’s loans are provided to developing countries.


1. Ask the Students, “Why are the developing countries the primary recipients of World Bank lending?”  


2. This question can be followed by the following to prompt discussion on the value of IFIs to disaster risk reduction and disaster recovery efforts worldwide:


i. “Would this same argument hold true in the case of disaster-related lending?”


ii. Poor developing countries need World Bank funding because their economies are typically not strong enough to garner affordable private sector investment, or bilateral lending.  


iii. The risks associated with lending to poor developing countries can leave them with few alternatives. 


iv. In times of disaster, this is especially true, given that the risks associated with lending to a struggling and now disaster-affected nation are extreme.  


v. There is always a risk that the country will never be able to repay the loan.


E. The World Bank supports all components of the emergency management cycle through the loans it provides, be they disaster-related or not.


1. In the case of development funding, the World Bank has become vigilant in ensuring that borrowed funds apply stringent risk management measures, which includes the use of hazard mitigation in structural design and land use planning.


2. The World Bank even provides a team of experts, upon request, who can help the borrowing national government best incorporate risk reduction measures into their projects.


3. In this capacity, the World Bank also funds non-disaster related projects that have as their central purpose the detection and early warning of future events.


4. For instance, the following is a description of an active loan-funded project provided to the government of Colombia entitled, “Disaster Vulnerability Reduction Project.” (see Slide 28-6)


i. “The objective of the Bogota Disaster Vulnerability Reduction Second Adaptable Program Loan Project for Colombia as stated in the loan agreement is to assist the borrower in reducing its vulnerability to adverse natural events by: 


a) Strengthening its capacity to manage disaster risks; and 


b) Reducing vulnerability in key sectors. 


ii. The changes include: 


a) Revise the extent of works to reflect a reduction of the number of retrofitting or rebuilding works; 


b) Increase the construction of new buildings where this is found to be more efficient than retrofitting old buildings; and 


c) Make appropriate changes to the environment and social safeguards arrangements described in the Project Appraisal Document (PAD).” (World Bank, 2006, Project ID P085727)


5. The Instructor can distribute Supplemental Readings 28-1 through 28-4 to Students, which provide details about the hazard risk reduction loan provided to Colombia as described above, and similar projects in India, Haiti (prior to the 2010 Haiti Earthquake), and Indonesia.  


i. The Instructor may wish to divide the class into three groups, each assigned to one of the hazard risk reduction loans.


ii. The Instructor can ask each of the groups to consider the following: 


a) “How does the project assigned to your group support risk reduction in the country that is targeted with lending?”  


b) “What will the Governments in the targeted country do with the funds provided that will reduce their risk to future disasters?”


c) “Are the mitigation measures to be conducted structural, nonstructural, or both?”


d) “Is the national emergency management capacity enhanced as a result of the project?”


iii. The Instructor can follow these question with the following question: 


a) “Do you believe that the funding provided will result in a net reduction in future disaster-related costs?  Explain your answer.”  


b) The Instructor should prompt each student group to consider intangible costs in addition to the tangible ones that are easy to imagine and measure.


c) The Instructor should also discuss with Students how the reduction in hazard risk is more than a reduction in net losses associated with direct damages caused by a future disaster.  


d) Disaster prevention allows the development progress of the nation (any nation, developed or industrialized) to continue with little diversion in course.


iv. The Instructor can use or direct the students to more recent examples of hazard risk reduction projects at the World Bank website (http://web.worldbank.org/external/projects/main?pagePK=217672&piPK=95916&theSitePK=40941&menuPK=64140078&category=THEME&goalid=52)


F. The World Bank provides most of its disaster-related loans in the aftermath of disasters, when reconstruction funding is desperately needed.


G. Once a disaster occurs, the Bank may be called on for help. (see Slide 28-7) 


1. While the World Bank does not fund response and relief efforts, it may begin participating in the long-term recovery planning efforts which can commence in the earliest phases of the disaster response.


2. Planning for the restoration or replacement of infrastructure, for instance, will need to begin immediately, and much of this work will likely be within the scope of World Bank lending.  


3. As such, the World Bank typically prefers to participate in the assessment and planning processes to ensure that the funds it provides support projects that are not only inclusive of newly-acquired and vital risk information, it also seeks to ensure that the sustainability of the projects are increased through the use of mitigation and land-use planning measures.


4. World Bank technical experts may be provided to the government to assist in the development of damage and needs assessments, upon which much of this planning will be based.


5. For instance, the following is a description of some of the assistance provided to the Government of Haiti following the 2010 earthquake that devastated its capitol city, and the rationale for World Bank involvement in this event (see Slide 28-8):

i. Rationale for World Bank Involvement


a) “The World Bank has long been a key partner of the Government of Haiti.” 


b) “Since January 2005, the Bank has provided a total of US$307 million [to] Haiti.” 


c) “Since mid-2005, all such assistance has been in grant form. In addition, since 2003 trust funds administered by the World Bank have given more than US$55 million.” 


d) “Since 1984, the World Bank has assisted developing countries with technical and financial resources following at least 67 earthquakes. The Bank can bring its expertise in developing and implementing disaster recovery plans and reconstruction and risk reduction interventions to support Haitian authorities in the post-earthquake reconstruction phase.”


e) “In the initial phase following the earthquake, the World Bank will be jointly leading the Post-Disaster Needs Assessment set for February-March 2010.” 


f) “The World Bank, the United Nations and the European Union are pooling technical resources to help Haitian authorities to:”


(a) “Estimate the overall impact of the earthquake on the socio-economic development of the country, the affected areas and specific communities,” 


(b) “Develop a preliminary strategy for early, medium and long-term recovery and reconstruction, including the costing of the identified needs in all key sectors of the economy, and”


(c) “Assist the government through technical and policy assistance to strengthen their national disaster risk management system and facilitate the coherent and effective implementation of identified activities.”


g) “The Bank is also central to other international initiatives supporting Haiti in the aftermath of the January 12, 2010, earthquake.” 


h) “These include debt cancellation initiatives and the establishment of a potential new Multi-Donor Trust Fund.” 

ii. Objective (see Slide 28-9):


a) “The Project Development Objective is to support [ Haiti’s] early sustainable recovery efforts, in the aftermath of the earthquake, through selected interventions to rebuild key institutions and infrastructure.”


iii. Project components (see Slide 28-10):


a) Re-establishing key economic and financial functions of the Government ($10 Million)


(a) This component includes 


(i) The reinstatement of the basic functions of the Ministry of Economy and Finance (MEF), such as budget execution, monitoring and control; and tax collection; and 


(ii) Activities to help fully operationalize key institutions including the Central Bank, the Procurement Regulatory Agency and the National Statistical Institute (IHSI) that was partially destroyed during the earthquake. 


(b) Recovery of the key functions of the MEF and of these institutions will help restore the Government’s ability to carry out fundamental public finance functions and enable lead government officials and ministries to plan and direct the long term reconstruction program. 


(c) Preliminary activities proposed in this operation have been selected in close consultation with the Government and coordinated with other development partners, and they aim at addressing primarily urgent needs. These would include 


(i) The provision of prefab-premises and office space to the MEF and key governance entities such as the CNMP, the IHSI, and the supreme audit institution (in addition to the equipment financed under the PPA). 


(ii) The provision of equipment for these institutions to operate; and 


(iii) The provision of technical assistance addressing specific requests and needs to restore capacity to execute and control expenditures.


b) Emergency Rehabilitation of Selected Public Infrastructure ($35 Million)


(a) This component includes the emergency rehabilitation or reconstruction of key public infrastructure, including roads, bridges, government administration buildings, debris management sites, as well as related studies and supervision. 


(b) Key infrastructure investments are: 


(i) Repair of national road no. 2 (RN2) 


(ii) Repair of national road no. 4 (RN4)


(iii) Repair of bridge Fauché on RN2


(iv) Cleaning of main drainage equipment in Port-au-Prince. 


(c) These works are critical to give access to the damaged areas and to prevent further damages from flooding when the rainy season comes. 


(d) An unallocated reserve of US$20m will help finance additional infrastructure works to be prioritized by the Government of Haiti. Possible eligible investments include: 


(i) Bridge repairs; 


(ii) The repair or rebuilding of Port-au-Prince airport’s departure terminal; 


(iii) The operation of a debris management site, piloting sound social and environmental practices; and 


(iv) The reconstruction of selected public buildings. 


(e) Strategic studies related to infrastructure reconstruction would also be eligible. Infrastructure designs would include “build back better” principles, and in particular seek to increase the resilience of rebuilt infrastructure.


c) Institutional Support, Reconstruction Planning and Project Management ($5 Million)


(a) This component will support the functioning capacity of key Haitian institutions that are part of the Government of Haiti crisis governance framework. 


(b) It will also contribute to supporting planning activities for the short, medium and long-term reconstruction phases. 


(c) An important Haitian institution that should contribute to the reconstruction planning is the Inter-ministerial Commission for Territorial Development (CIAT). 


(d) The areas covered by the proposed institutional strengthening activities include, 


(i) Finance training, 


(ii) Reconstruction urban planning, 


(iii) Capacity building in project management, 


(iv) Construction supervision, 


(v) Quality assurance, 


(vi) Monitoring and reporting,


(vii) Procurement support, 


(viii) Safeguards compliance and streamlining. 


(e) This component will also finance project management activities. Support to the constitution of an engineering clearinghouse in MTPTC is also envisaged under this component in order to manage the technical knowledge generated by national and international institutions that are currently conducting technical assessments in Haiti and to disseminate good engineering practices and innovative solutions.

6. The Instructor can provide students with a full text copy of the loan information sheet (Supplemental Reading 28-5), and lead a discussion with Students by asking the following questions about this loan-funded recovery and reconstruction work:

i. “Why is the World Bank so well positioned to help the Government of Haiti in terms of funding recovery and advising them in their efforts?”


ii. “What criticisms might outsiders have about the role of the World Bank in this regard?”


iii. “How does this project improve the long-term sustainability of infrastructure in Haiti?”


iv. Why is the timing of this project so important?

7. The Instructor can expand this exercise to be a group exercise by dividing the class into four groups and distributing Supplemental Readings 28-5 to 28-8.  The following questions may be used to prompt investigation and discussion:


i. “What is the disaster that resulted in the need for this loan?”

ii. “What are the conditions in the affected country that require the assistance of an IFI?”


iii. “What recovery projects will the loan support?”  


iv. “Do these projects include any mitigation measures (hazard risk reduction), whether structural or nonstructural?”


v. “Does the loan help to build long-term emergency management capabilities of the affected government?”

H. The World Bank Hazard Management Unit (HMU) was created to address disasters and risk management specifically as they relate to the World Bank’s development lending.  


1. The HMU helps to reduce disasters in the countries where it lends by addressing the following objectives:


i. Improving the management of disaster risk in member countries as it relates to World Bank projects


ii. Promoting sustainability of projects and initiatives that incorporate disaster mitigation and preparedness


iii. Promoting risk analysis in all that the World Bank does, and in all of the assistance it provides its loan recipients


iv. Promoting training in the areas of disaster prevention, mitigation, and response


v. Identifying ways to reduce catastrophic losses from disasters through World Bank policy


V. The World Bank is only one of several International Financial Institutions that provide disaster related lending.  Others, several of which is described in the required reading, include:

A. The International Monetary Fund (IMF)


B. The Asian Development Bank (ADB)


C. The Inter-American Development Bank (IADB)

D. African Development Bank (AfDB) 


E. Bank for International Settlements (BIS)


F. Black Sea Trade and Development Bank (BSTDB)


G. Caribbean Development Bank (CDB)


H. Council of Europe Development Bank (COEB)


I. Development Bank of Southern Africa (DBSA)


J. European Bank for Reconstruction and Development (EBRD)


K. Islamic Development Bank (IDB)


L. North American Development Bank (NADB)

Supplemental Considerations

n/a
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