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OVERVIEW

On February 22nd, 2007, about 70 professionals from the private sector and the
development community met at the World Bank Headquarters in Washington, D.C.
to explore the opportunities and challenges for developing Private-Public Partner-
ships (PPPs) for Disaster Risk Reduction (DRR). This dialogue was organised under
the auspices of the World Bank’s new Global Facility for Disaster Reduction and
Recovery (GFDRR) in partnership with the United Nation’s International Strategy
for Disaster Reduction (ISDR) and the World Economic Forum (WEF).

The report captures the key elements of the dialogue as well as the key results arising
from these discussions. The action plan based on the outcomes of the meeting is
provided in Annex I, agenda of the dialogue is reproduced in Annex II and a list of
participants can be found in Annex III. The associated website for this PPP dialogue
is hosted by the World Bank and can be found on the GFDRR site at http://www.
worldbank.org/hazards/gfdrr. It contains PDF copies of the background paper and all

major presentations.

BACKGROUND

The Hyogo Framework for Action 2005-2015: Building the Resilience of Nations and
Communities to Disasters (HFA) was adopted by 168 countries at the UN World Con-
ference on Disaster Reduction in January 2005 to galvanize international and national
efforts to reduce vulnerability to natural hazards. The HFA is the global commitment
to disaster risk reduction offering a strategic framework for multi-stakeholder engage-
ment. The private sector as a major driver of economic growth is a natural partner of
public institutions in this global campaign. Safety of people and property is one of the
main responsibilities of any government. At the same time, business could not strive
in the society that fails. Therefore, private and public partners have a strong mutual

interest to make communities and businesses disaster resilient.
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BACKGROUND

Under the HFA, promoting PPPs is one of the important strategies for promoting and
implementing risk mitigation and risk financing in high-risk countries. The GFDRR
— the World Bank’s new global partnership that aims to boost national, regional and
global capacities to reduce disaster risk, particularly in low and middle income coun-
tries — is supporting joint efforts of ISDR, the WEF and the World Bank to foster PPPs

at all levels.
GOAL

The goal of the one-day dialogue held at the World Bank Group headquarters in
Washington, D.C. on February 22nd, 2007 was to identify opportunities and incen-
tives for PPPs, learn from past experiences, exchange good practices and agree on

specific actions to scale-up PPPs in DRR.
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Proceedings

The meeting began with the introductory remarks from Mr. Laszlo Lovei, Direc-
tor, Finance, Economics, and Urban Department, World Bank. He noted that the
World Bank addressed the issue of corporate engagement in DRR for the first time
and especially welcomed participation of the private sector partners to the PPP Dia-

logue.

Mr. Salvano Briceno, Director, UN/ISDR Secretariat, outlined the history of the
disaster risk reduction agenda, which lead to the establishment of the HFA. To sup-
port the business case for the private sector, he noted that the average cost-benefit
ratio of preventive measures in disaster risk reduction is 1 to 4: one dollar spent before
disaster saves 4 to 5 dollars after disaster, as was recently confirmed by the multi-year
study undertaken by the Multihazard Mitigation Council of the National Institute of
Building Sciences, based in the USA (www.nibs.org/MMC/mmchome.html).

Mr. Briceno suggested the private sector could contribute to the HFA implementa-

tion in each of its five priority areas by:

e Participating in national platforms and strategy development, support develop-
ment of professional certification bodies to set standards for DRR;

e Conducting joint risk assessments with local and national authorities for infra-
structure investment and public utilities, dissemination of early warnings to the
‘last mile’, telecommunications, SMS;

e Using supply chains and advertisement campaigns to pass the DRR messages;

e Using private sector business continuity plans and risk mitigation actions through
PPPs could contribute to DRR in various sectors (health, environment, tourism,
construction, etc.)

e Participation in community contingency planning and drills to strengthen disaster

preparedness for effective response.

Mr. Briceno noted that since the launch of the ISDR in 2000, it was engaged with
the private sector companies, such as Munich Re. He welcomed the opportunity
to strengthen private sector engagement in DRR and invited strong private sector

participation at the upcoming Global Platform for ISDR meeting on June 5-7, 2007
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PROCEEDINGS

in Geneva, Switzerland as well as at the country level risk reduction dialogues that

could take into account the following points:

e Identify the rationale for public-private partnerships (PPPs) in risk reduction in
terms of business continuity in face of hazard impact as well as corporate social
responsibility (CSR);

e Identify key ingredients for successful PPPs, which is indicated by additional pri-
vate investment in making critical infrastructure, such as public utilities, disaster
resilient;

e Contribute to developing predictable policies, over a longer time frame, which
provide incentives for PPPs, in the form of taxes, fiscal incentives, political and
media coverage; and

e Identify practical measures and processed for involving national and local busi-

nesses and their associations in win-win DRR opportunities.

Ms. Katherine Sierra, Vice President for Sustainable Development, World Bank,
thanked Mr. Briceno for the ISDR support to this important initiative and presented a
joint World Bank — Columbia University hotspots study that guides the Bank on how to

identify priorities based on exposure of people and communities to natural hazards.

Ms. Sierra explained that the World Bank together with the UN system launched the
GFDRR to get knowledge and effective DRR strategies into place. She welcomed
participation of the U.S. Department of Homeland Security and the World Eco-

nomic Forum and highlighted importance of the private sector involvement from the

carly days of GFDRR.

Ms. Sierra described work underway on developing catastrophic risk transfer mecha-
nisms, building on experiences from Turkey, the Caribbean and emphasized the
importance for the World Bank to partner with the insurance industry to establish
such mechanisms and then spin them off to the private sector. The World Bank is also
working with the International Finance Corporation (IFC) on a global index facility
to put into place private capital for index-based insurance schemes. In support of this

work, the business case risk assessment is carried out.

The World Bank’s internal efforts of building DRR into its programmes are not suffi-

cient and the Bank is now taking this matter very seriously. Approximately 20-40% of
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PROCEEDINGS

World Bank loans are vulnerable to disaster risks and not enough attention has been
given to this and there is a need to build some screening tools, address land use issues,

and integrate disaster reduction into the World Bank’s appraisal methodologies.

In GFDRR, there is a plan to have a dedicated window for PPPs that could provide
seed funding to move PPPs into action. Using the hotspots approach, GFDRR is start-
ing operation in 5 countries: Mozambique, Malawi, Nepal, Nicaragua, and Vietnam
under the leadership of Mr. Saroj Kumar Jha, who was just confirmed as the new

GFDRR program manager.

Mr. Richard Samans, Managing Director, WEF, acknowledged the importance
of working with ISDR and the World Bank as partners for this joint effort that also
engage private sector members of the WEF. He explained that the WEF is a non-
for-profit forum that brings large multi-nationals together for a dialogue and more
sustained engagement with other stakeholders. Over the last 7 years the WEF has

learned some lessons about PPPs.

First, for PPPs to work, one needs to explain the economic case (not the business
case) for private sector actors. Second, for PPPs to work effectively, companies should
tap their core business competencies. What assets (tangible or intangible) companies
could bring to address the issue and how can they do so. It is important to talk to busi-

ness in their terms and not to look for a cheque or a CSR response.

Currently WEF is active in two aspects of disaster management. First, the logistics and
transport industries are coming together in a collective strategy to make assets available
for the relief operations. Second, the engineering and construction industries within
a WEF Disaster Resource Network are bringing regional or national organisations

together. The focus on DDR is now emerging as a third potential work stream.

To support DRR, WEF used some regional platforms and the meeting in the U.S. to
engage private sector partners. WEF is making these platforms available to ISDR and
the World Bank to help the international community engage with the private sector.
This activity is anchored in the insurance and reinsurance industry that clearly see a
business case and not just an economic case for DRR. WEF, however, also plans to
expand to other sectors that see an economic case and also have some clear compe-

tencies to engage. This will create a bit of a demonstration effect in this area.



jgordon
Resaltado

jgordon
Resaltado

jgordon
Resaltado

jgordon
Resaltado

jgordon
Resaltado


PROCEEDINGS

Finally, regarding the World Bank’s new disaster facility, it is important for WEF and
others to council the private sector that PPPs mean pooled resources. PPPs are more
than a contractual relationship; a real PPP blends the resources and competencies of
the private sector with those of the public sector. It does this to get the job done more
efficiently. Therefore, we need to help the World Bank think about how best to use
public funds from the new facility to mobilise PPPs.

Mr. George Foresman, Under Secretary for Preparedness, U.S. Government Depart-
ment of Homeland Security, opened his address with a statement of appreciation for

the opportunity to contribute to this collaborative dialogue.

In the U.S. Department of Homeland Security, the DRR issue is being taken seri-
ously. A first influential event was the “Y2K”issue at the end of 1990s. It helped to
understand better the global interdependencies across both the public and the private
sector and to develop strategies. A second key event was 9/11. It affected only 60 acres
and killed only 3,000 people, but it had a major ripple effect throughout U.S. society
and a major economic impact around the world. 9/11 contributed significantly to
better understanding of risk on a global level. A third major event was the Asian T'su-
nami, which underscored the impact of disasters on developing nations, and stimu-
lated a global response. A forth was Hurricane Katrina — the major natural disaster
ever in the U.S. Though much was accomplished with the safe evacuation of 1.3 mil-
lion people, the hurricane revealed serious inabilities to coordinate between levels
of government and with the private sector. Also, the impact of Hurricane Katrina on
oil production in nearby Houston, Texas was massive and the ripple effects were felt

across the country. Gas prices went up, there were logistical impacts, and so on.

These experiences have demonstrated a clear case for better protection of the nation’s
critical infrastructure. Importantly, decisions in the U.S. have global impacts and
global decisions have U.S. impacts. Whether these are public or private policies, they
must come together at the international level. Also many economic sectors in the
U.S. are international in scope, taking into account ownership, footprint and laws
that regulate their operations. Another important issue is poor communications. The
government and the private sector need to work together to develop better policies
for DRR.

Mr. Foresman concluded that while government policies will help reduce risk, a good



PROCEEDINGS

business case would ensure that we indeed influence both public and private deci-
sion-making and reduce the risk. He highlighted the importance of showing busi-
nesses how single country level events make impact on the global supply chain and
why governments and businesses need to add resilience to the global systems and to

focus on the global economy and the U.S. private sector exposure to risks overseas.

Ms. Shruti Mehrotra, Global Leadership Fellow, Centre for Public-Private Partner-
ships, World Economic Forum, explained what WEF has done in the field of DRR.
She noted that interest from the insurance and re-insurance industry as well as find-
ings from the Global Risk Report helped to focus WEE’s attention on the DRR.

WEF started last fall with the DRR event in New York City with 170 participants as
the cross-sectoral meeting with the focus on the U.S. context. The meeting in India
on the India context with over 60 participants and about 30 private sector representa-
tives followed in November 2006. These meetings fed into the recent discussions at
Davos, were climate change dimension was also brought into consideration. The
WEF thinks that it is important to address the issue of time horizons and ensure that
right policies are in place for DRR that allow long term perspective - beyond the
election cycles and quarterly financial reports. Some of the proposals that were high-
lighted at Davos: creating consistent standards for construction and land use; looking
at ways to rethink insurance and, scale-up micro insurance; innovate for resilience

and look for business opportunities in DRR outside of the financial services sector.

Mr. Jan Mumenthaler, Senior Insurance Officer, I[FC, the primary vehicle of the
World Bank Group to deal with the private sector, explained the IFC perspective
on engagement in the DRR issues as a new value added for corporation engaged
with the IFC. He noted importance to link DRR with the overall sustainability of
businesses and do more on the risk management and on risk preparedness, to ensure
that these issues are addressed when reviewing investment opportunities in markets,

where natural hazards pose significant threat to development.

Myr. Andrei latsenia, Senior Adviser on PPPs, ISDR, explained that partners of this
joint effort are at the early stages of developing the business case and the economic
case for the PPPs on DDR. ISDR and partners welcome opportunity to learn more
from the private sector and development practitioners and present the findings at the
Global Platform for Disaster Risk Reduction in June 2007 in Geneva, Switzerland.
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PROCEEDINGS

Mr. latsenia emphasised that no company is an island. PPPs for DRR should facilitate
the paradigm shift from sharing risks to sharing responsibilities to reduce the risks
to society and the company at the same time. With the growing interdependence,
reducing the risks to society as the whole could reduce the corporate risks more effec-

tively than acting alone.

At the same time, Mr. latsenia noted that PPPs for DRR are not about addressing the
responsibilities of the public sector at the expense of the private sector. There should
be a solid economic and business case to do PPPs and to identify shared risks which,

when mitigated, can deliver mutual benefits.

Mr. latsenia suggested some possible next steps: for the World Bank to engage at the
country level and build upon existing PPP processes to integrate DRR, explore oppor-
tunities for co-financing, engage the private sector in the national DRR studies and
“prime the pump” with GFDRR seed funding for PPP opportunities. For the WEF
it would be important to undertake DRR policy dialogues at regional/national plat-
forms over the next year and implement pilot PPP for DRR projects on the ground
in specific areas. ISDR could engage private sector in ISDR movement through the
Global Platform and support regional, national and local DRR dialogues that identify

shared risks and encourage alliances with the private sector.
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-Irst Pane
SCussIon

Mpy. James Lee Witt, CEO, James Lee Witt Associates, USA and the former head of

the U.S. Government Federal Emergency Management Agency chaired the panel.

Mr Witt opened the discussion by emphasising that disaster risk is greater today than
ever before and that PPPs are critical because of the risks to people’s lives and busi-

nesses. He asked the panel to comment on what can we do to see more PPPs for

DRR.

Mr. Andy Bulgin, Director of Risk Management, CCHBC, Greece, and the lead
corporate consultant to ISDR, explained that he had been asked by the UN to bring
corporate expertise in DRR and noted that major corporations are quite good on the
subject and generally look at all aspects of the DRR rather than just buying insurance.
Part of the challenge, he said, is that corporations tend to address DRR from inside
their own four walls and do not pay enough attention on the risks associated with the
support the company needs from the community around it. Corporations need to
look outside the walls. This is difficult, especially in the context of pressures for quar-
terly financial results. Thus it is probably necessary to focus on the issue of business
sustainability and recognise the commonality of reliance on public infrastructure as
a strong part of a business case. Regarding the use of PPPs, it is important to get the
right balance. Most corporations will not walk into a PPP, which they see as disadvan-
tageous to them. It is probably necessary to work at a much more micro level - locally

or regionally, and not just nationally.

Myr. Dirk Reinhard, Vice Chairman, Munich-Re Foundation, Germany, noted
that his notfor-profit foundation started about two years ago. He explained that it
is very important to understand each other’s role in the DRR community and do
not expect insurance as an industry to save the world. All economic sectors and the
government have limited capacities and could not alone address the DRR challenges.
Understanding each other is crucial to develop effective PPPs. The most important

thing is to make the business case for engaging in DRR as CSR has a limited calling
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FIRST PANEL DISCUSSION

power. Companies won't invest the millions needed if they don’t see the business
case. There is a strong need for a convincing business case and we are ready to work
with this group to make it happen. Another challenge is a PPP time line as compa-
nies see that the engagement process is often very long and, maybe, too long for a
private company. The company needs to know what is expected from it. Is it money,
research, experience? When this is made clear, companies can come up with specific

projects.

M. Fred Krimgold, Director, Disaster Risk Reduction Program, Virginia Tech Uni-
versity, USA, congratulated ISDR for putting together a pretty good synthesis paper.
He noted that the private sector couldn’t address DRR issues themselves. The private
and the public sectors are all part of the same world. Enlightened self-interest is nec-

essary, as is recognition that everyone lives in a highly interdependent world.

Mr. Krimgold touched upon critical infrastructure that in the US is 85% privately
owned and thus there must be PPPs. An obstacle, however, is the short-term account-
ability of business, which works against the long-term focus that is needed. How to
offset this is the fundamental problem. Another challenge is the basic nature of busi-
ness to provide the best service at the lowest cost, but DRR involves extra cost and this

means customers need to understand that they are buying DRR as an added value.

Mr. Krimgold noted the special emphasis that needs to be given on marketing safety.
He provided two examples of reduction of human and economic loses. First, traffic
accidents are now less dangerous and are being reduced due to the fact that safety is
recognized as a marketable quality and an essential part of the product. Second, there
is also a similar case for marketing safety in construction industry, especially in areas

that are facing earthquake risk.

Mr. Krimgold concluded with the point that the most intense interaction of the stake-
holders takes place at the local and metropolitan levels, where people interact on a
regular basis and where PPPs might be the appropriate activity. As most of construc-
tion in the cities is done with concrete, there might be a good possibility to explore a

PPP where the cement industry could be a good partner for DRR.
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oecond Panel
Discussion

M. Jesse Fahnestock, Associate Director, World Economic Forum chaired the panel.

He began the session by commenting that the clear economic case for DRR does not
seem to be producing the business case, as it is not easy to identify the policies and
incentives to catalyse corporate action. Mr. Fahnestok suggested that panellists try to
identify the major factors that contribute to success of PPPs for DRR —1i.e., which will

make the business case a sustainable one.

Ms. Koko Warner, United Nations University, proposed that the economic benefits
for PPPs for DRR were strategic: business continuity and economic and social stabil-
ity. However, as these general economic benefits have not yet motivated large-scale

PPP efforts, there is a type of market failure.

For PPPs to be successful Ms. Warner suggested to address the issues of champions,
incentives, and operational coordination. Champions must set priorities for DRR,
the actions must be visible and supported by resources and consensus on what needs
to be done. Incentives are also critically important, as the benefits of DRR are too
disbursed and not visible enough to motivate companies to act. Finally, operational
coordination is needed to address issues of time horizons and discounting risk, assess-

ing alternatives and measuring outcomes.

Ms. Warner concluded that PPPs for DRR should build upon core business compe-
tencies of companies while taking into account what is important to donors, to local

governments, and to local partners.

M. Reto Schnarwiler, Head, Public Sector Business Development, Swiss Reinsur-
ance, Switzerland, emphasised that it is important to recognise the risk management
needs of the public sector. Governments are exposed to lots of risks and these risks
are shifting and changing over time. Hence governments should consider putting in
place a Chief Risk Officer who could work jointly with the private sector to identify

emerging risks.
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SECOND PANEL DISCUSSION

With respect to the insurance industry, governments already have an important role
to play to enable market mechanisms and to expand the limits of insurability. There
are also possible roles for governments in PPPs with insurers and re-insurers. For
example, governments may provide subsidies for people who cannot afford insur-
ance. Mr. Schnarwiler concluded that more private-public risk sharing is needed, so
that policyholders themselves absorb smaller events and for the very large catastro-
phes government can step in. To support such arrangements, compulsory insurance

schemes are needed.

Ms. Ines Pearce, CEO, Pearce Global Partners and the former Director, Project
Impact, Seattle, explained that there are many positive reasons why business partici-
pates in PPPs for DRR. They tie their corporate interests with the public sector and
this gives them an opportunity to get to know the public sector. They directly protect
their employees and their homes and their communities. Also, corporate citizenship
is important as the PPPs show that companies care about the community, that they

are actually helping the community.

PPPs for DRR, of course, also reduce a company’s own risk and as well encourage
suppliers and vendors to reduce their risk. And when disasters do happen, there is
money to be made by the businesses that are well protected. They can increase their
market share. Because everyone is interrelated in any community, it is everyone’s best
interest to look at these issues ahead of time. Regarding factors for success, education
is key. Regarding costs, PPPs do not have to cost money. Individual expertise can far
outweigh the money contribution. It is not good to look at companies as a cash cow

as this is not where their real value is.

Importantly, partnerships are not just about the private and public sectors as haz-
ards research and science should be included as well as non-profit organisations and
neighbourhood groups. One of the greatest benefits coming out of PPPs is communi-
cation and we cannot put enough value in communication. It is critically important

to know who to talk to and to build credibility before the disaster occurs.

Ms. Pearce concluded that the small and medium sized businesses that make up the
backbone of the community are often not considered and should be engaged from

the beginning.
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Communities:

LESSONS FROM PROJECT IMPACT

Myr. James Lee Witt, CEO, James Lee Witt Associates, USA and former head of
the U.S. Government Federal Emergency Management Agency, gave a lunchtime
address on the role of business in reducing disaster risks. He suggested to get beyond
the damage-repair-damage-repair cycle and begins to understand disaster reduction
as a business continuity issue and as an all hazard concept. "To be effective it is impor-

tant to engage at the local level.

A potential partner for a PPP in DRR is someone that cares deeply about their small
bus, their corporation, their church, their schools, and the viability of their local com-
munity and so on. They want to make sure their community can survive the threat.
From this perspective, Project Impact in the U.S. built PPPs with 2,500 businesses
—small and big — for 250 communities. It was all about making a difference in their

community.

A major motivating factor for businesses to join Project Impact was the signing ceremo-
nies. It was important for them to be seen alongside local government officials commit-
ting to maker their communities safer places. Another motivating factor for some was
promoting DRR as a business opportunity. Home Depot, for example, set up aisles in

their stores for prevention products and they held training classes on Saturdays.

PPPs do not begin at the national or state level. It is most important to identify the
community at risk and move forward together and implement the PPP for the DRR
with the special attention to small businesses which are the heart of communities and

often don’t come back after disasters.




BUILDING DISASTER RESILIENT COMMUNITIES

Insurance need to step up and become a stronger partner for DRR. If a community
does DRR to cut the losses, the insurance industry needs to step up and give a deduct-
ible for DRR efforts.

Mr. Witt concluded that things are going to get worse if the damage-repair-damage-
repair cycle is not broken and encouraged participants to look at a country or at a

community and try to do PPPs for DRR to have a win-win for our world.

QUESTIONS AND ANSWERS

Question:
Regarding the role of the World Bank and its new disaster facility, is there a need for

seed money for these PPP initiatives. Is this possible?

Answer:

The World Bank can provide seed money, but it is not just their responsibility. It is the
responsibility of other institutions — foundations, international development banks,
and so on — to come together and put $5 million or $100 million to start the program

and develop a team. ISDR system partners could and should do some pilots.

Question:

How was this championed at the community level? How was it developed?

Answer:

We started with 7 pilot communities and each had a project coordinator who was
respected. This person helped them to build the partnerships knowing what risk they
had in the community. It was about bringing them to the table and sitting down with
them and explaining it to them and telling them how it works. It was about getting
people to work together and build long-term relationships. Some communities are
still doing Project Impact because it makes sense to them even through federal gov-

ernment cut out the funding.

(A representative of the World Bank also explained that they want to work with all the
regional banks and all the members of the UN system to help the Bank better design

a mechanism to launch PPPs for DRR in the pilot countries.)



Panel Session
on PPPS for
DRR:

STRENGTHS AND WEAKNESSES

Ms. Usha Rao Monari, Manager, Infrastructure Department, IFC, chaired the first
session in the afternoon that focused on experiences from both developed and devel-
oping countries. She started the session with a few minutes of open discussion about

the morning presentations.

A comment from the floor noted that there are several success stories about reducing
disaster risk. The U.S. state of California is one success story were many buildings
have been retrofitted. Others include New Zealand, Chile and Japan. There are
surely lessons to be learned from these successes. Another suggestion was to main-
stream PPPs for DRR into World Bank policies and procedures. A related suggestion
was to put DRR on the checklist that the International Monetary Fund is using when

their mission is to assess country risks.

There was also a word of caution about being sure of the business case for the DRR
activities. The representative from an American insurance company presented a case
when his company offered to reduce insurance costs for residents of a community in the
U.S. state of Connecticut if they put up storm shutters. However, the community com-
plained of the costs of installing storm shutters and the regulators stepped in and told

the insurance companies they could not offer premium discounts for storm shutters.

Another comment stated that we needed to start at the top down and also at the
bottom up. DRR needs to happen at all levels. We may use federal funds but to be
effective we need to allow for creativity and collaboration and for things to develop in

ways that worked for the community. This is the lesson learned from Project Impact.
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PANEL SESSION ON PPPS FOR DRR

M. Satoru Nishikawa, Director for Disaster Preparedness, Cabinet Office, Govern-
ment of Japan, mentioned significant role the private sector play in DRR and mitiga-
tion activities. He explained Japan’s particular circumstances where earthquakes are
seen as the most dreadful disasters and where many efforts were made to mitigate

their impact.

Mr. Nishikawa provided an overview how Japan’s response to disasters developed in
light of major events such as the 1959 Wan Typhoon and the 1995 Kobe Farthquake.
He explained that a key piece of this response was the Disaster Countermeasures
Basic Act of 1961 with its 3 central features:

e LEstablishment of a Central Disaster Management Council chaired by the Prime
Minister (the national DRR platform);

e Publication of an annual government official report on disaster countermeasures;
and

e Formulation of the “national basic disaster management plan for disaster preven-

tion.”

In this context, there has been on going involvement in DRR of semi-private public
sectors utilities such as electricity, gas, and telecommunication companies; railway

and bus companies; and broadcasting companies.

Mr. Nishikawa explained how various economic sectors are coordinated by the
national government and how this coordination enabled, for example, identification
of the main problem after the 1995 earthquake. Major findings indicated that build-
ing collapses killed 80% of the people and that presented a strong case for stronger
buildings. In response, buildings have been reinforced and following recent earth-

quakes no one has been killed.

There is especially a big role for the housing and real estate industries and for build-
ing awareness among consumers of the added value and added price of making build-
ings earthquake safe. The problem has been to figure out how to make the consumers
pay for the cost. Today, however, seismic security is more and more marketed as a

feature of housing.

To decrease further damage, the government of Japan has started a nationwide



PANEL SESSION ON PPPS FOR DRR

movement for DRR activities that involves many local groups including chambers
of commerce, PTAs, and local shop unions. One of the most important activities is
to educate companies on the benefits of getting involved, focusing on safety of staff
during the daytime, corporate citizenship and the issue of business continuity. In the
context of the importance of business continuity planning, Japan developed guide-

lines for corporate disaster reduction and a national platform for business continuity.

Mr. Brent Woodworth, Worldwide Segment Manager, IBM Crisis Response Team,
IBM, USA, spoke on the lessons learned from IBM’s experiences in international

disaster response team.

A key lesson is that we need better coordination, preparation and mitigation before
the disaster. When the crisis is already taking place, there is a need to manage infor-
mation effectively and for this purpose IBM developed an Emergency Management
System (EMS) with the following features:

e Incident reporting / management

e Geographical information system

e Mapping, analysis, and tracking

e Contact and personnel management

® Equipment resource management

e Tasking & assignment system

e Warchouse and facilities tracking & storage

e Routing status, weather, operating conditions
e Logistics management: medical & supplies

¢ Donation management & volunteer coordination
e Incident planning & analysis

e Financial tracking, family assistance

e Decision support, data consolidation, report generation

Today the SAHANA open source global relief management system is available to
everyone. In the future, it can include elements such as what companies are willing
to provide for free for various disasters. The Government of Pakistan effectively used
the system during its recent major earthquake, including the effective management of

a missing person registration. SHANA has the potential to be used as well for DRR.
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PANEL SESSION ON PPPS FOR DRR

Mr. Woodworth presented major findings from a U.S. Congressional Report prepared
by the National Institute of Building Sciences:

* AS$1 investment in hazard mitigation provides the nation with $4 in future benefits.

® The average return on investment for business hazard mitigation is 10 to 1.

 Building a disaster resilient business will reduce costs, limit exposures, and main-
tain operational continuity while protecting employees, property, reputation, cor-

porate value, and competitive marketplace position.

Mr. Woodworth concluded with an example of the recent invention of a new type of
nail that has some twisting on its top and is much stronger. If used, it can make homes

300% more hurricane resistant for an additional cost of only $15 per house.

M. P. G. Dhar Chakrabarti, Director, National Institute for Disaster Management,
India, reported on progress in engaging the private sector in India. He noted the
November 2006 national PPP dialogue in New Delhi that was organised in collabora-
tion with ISDR, WEF and the World Bank. It included corporate houses from vari-

ous sectors.
Importantly, in India, the private sector is seen as all non-state actors including NGOs,
non-profit enterprises, and even individuals employed by the state plus, of course, the

for-profit commercial sector.

There are three major models for PPP for DRR:

PHILOSOPHY MODEL

Philanthropy> Corporate Social Responsibility
Business Continuity> On and Off Site DRR Plans in Business
Business> Innovative DRR Projects

Regarding philanthropy or CSR, the focus is most often on relief and helping com-
munities to bounce back. In this regard there are some tax concessions to encourage
the private sector. Regarding CSR on DRR - big business houses have their own
in-house NGOs helping on a number of areas. Also associations of business houses
and small business houses are contributing their money. One example is support the
IDRN, the Indian Disaster Resource Network.
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Regarding the business continuity track, traditionally natural hazards risks have not
been factored. Though big businesses have withstood disasters, many small busi-
nesses have gone totally out of business. There is now a good deal of concern for
small businesses. What is needed is enhanced capacity building. Finally, regarding
business, DRR creates good business opportunities. Examples include GIS mapping,

early warning systems and also CDM opportunities.

For India, the next steps include implementation of the National Task Force that has
been set up to recommend policy, regulatory framework and guidelines to encourage
PPPs for DRR. Also, five corporate groups have been set up for consultations on sharing
business continuity, data and technologies in services, infrastructure (including health),

manufacturing, transport, and information and communication technologies.

Myr. Hadi Husani, CEQO, Focus USA and CEO Focus Tajikistan, explained that the
vision of Focus — an affiliate of the Aga Khan Development Network — is to be “ An
organization that enables disaster- resilient communities and that responds to disasters
rapidly and effectively.” Focus provides disaster preparedness services to the network,

including a whole host of preparedness initiatives in Central Asia.

A major example is in Eastern Tajikistan. Here there are PPPs in hydropower facili-
ties, hospitals and schools, the university, hotels, the mobile phone service and micro
finance. Focus goes in with a ready-aim-fire approach by taking a risk management
strategic approach. This is used to drive scenario planning and to generate a set of

activities that incorporate disaster risk management.

An example of the impact of our PPPs is that it used to take two weeks to find where
the impact of an earthquake was. Focus now put in place a network of radios that
allows for a response within hours. Focus has agreements with government to main-
tain the equipment, while it provides technical expertise on how to use the equip-
ment and the community is responsible for updating Focus and the government on

all disasters.

Focus also went to about 130 communities with the small-scale mitigation programs
that encourage communities to protecting themselves through projects. Focus is
providing technical expertise and the construction materials that are needed, for

example, for preparing avalanche retaining walls and mudflow channels.
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M. Zygi Lubkowski, Head of Seismic Engineering, Arup, Turkey, introduced Arup
as an international company of structural engineers consultants with about 7,000
people. Founded by a Danish engineer, its core business is building around the world.

Over the last 10 to 15 years, the company has moved into the area of DRR.

Mr. Lubkowski mainly reported on the case of the British Earthquake Consortium for
Turkey (BECT) which as a PPP between the British government and the six British

firms.

Fach company contributed £125,000 for a total of £750,000 and this was match by
£1.5 million from the British Government. One of the tasks of BECT was to map
geo-hazards so as to identify areas where buildings could be developed with the least

risk and cost.

There were several positive outcomes of the PPP, particular with respect to technical
studies and skills transfer. Though there were no negative outcomes, unfortunately
the subsequent downturn in the Turkish economy prevented projects for contractors

and infrastructure providers.

Lessons learned include understanding that there is a range of actors within the pri-
vate sector with different capabilities and different business drivers, e.g. multination-
als, local consultants, and technicians. Regarding DRR, there needs to be a systematic
change in the approach to all aspects, notably planning and education at all levels.
Finally, the greatest opportunity still exists in the immediate aftermath of a disaster. It
is at these times that experts are needed to undertake rapid assessments and provide

guidance on how to do things right.
QUESTIONS AND ANSWERS

Question:

Mr. Husani, how do your village hazard maps feed into micro-finance?

Answer:
With micro-finance, the risk indices are used to help identify specific risks to these
investments and whether or not the potential loan is viable. The micro-insurance

piece is a new piece we are now looking at in northern Pakistan.
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Question:
Mr. Lubkowski, regarding the inability of the BECT project to reach out to the
World Bank project underway at the time, it didn’t happen, but what could have

been done?

Answer:

The terms and conditions of securing the contract under the World Bank project
were not acceptable to us. There were specific issues on how money was going to be
paid, the approval process, and so on that meant that it was commercially too risky for
us to bid on the project. We actually discussed this matter with the Prime Minister’s
office in Ankara. They were very helpful but at the end of the day none of the restric-

tions were taken out and so we declined to bid.

Closing comment from the Chair:

We learned a lot in this session. What I take away from a private sector perspective is
that we have to start with an adequate risk assessment. Then we have to sit down with
the authorities and put in the place the enabling environment to bring in the various
players you wish to bring together. If a disaster does happen, then the actual systems

and management tools are needed for handling it.
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enary Session
on Private-Public
Co-financing:

CHALLENGES AND OPPORTUNITIES

M. Olivier Mahul, Senior Insurance Specialist, Financial Markets for Safety Net,

Financial and Private Sector Development, World Bank, chaired this session.

M. Franz Stoessel, Senior Advisor, SDC, Switzerland, provided a donor perspective.
He stressed that spending ODA (Overseas Development Assistance) money wisely
is critically important. Hence, there is a need to bring all the PPP actors together
and establish win-win-win situations — reduced risk, improved livelihood, and better

access for the resources.

Mr. Stoessel raised a question on who is actually bearing the risk in the partnership?
[s it the private sector or the government or the individuals? Who actually has to do

DRR? Who is responsible? The answer is complex.

Mr. Stoessel suggested discussing the limits and the factors for failures of the partner-
ships. Donor’s role is to provide a contact to our networks and local partners and

ensure that the establishment of the PPP is a fair process.

A PPP may become interesting if there is a possibility of high investment, high
employment, and high market creation. Then the donors can come into it with seed
money, but, of course, they cannot support the businesses directly or distort the mar-

ket with their interventions.

Mr. Stoessel concluded with the confirmation that Swiss Development Cooperation
is fully committed to PPPs and would like to see more collaborative development
activities at the field level.
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Myr. Xavier Lecacheur, Financial Sector Team, Policy and Research Division, United
Kingdom Department for International Development (DFID), provided another
donor perspective. He noted that they're a 2 billion people with no access to financial

services, thus limiting capacity for these people to invest in DRR activities.

He also noted that within DFID itself, there is a need to work across the various work
streams and bring them together in partnership with the commercial banks and with

the private sector to build a business case for DRR.

One area of effort is linkage, ¢.g. linking DRR with social protection and social devel-
opment experts on the ground. An example of this is the Kenya Social Protection
Challenge Fund that is starting to distribute social cash transfers. DFID is a big sup-
porter of these transfers and perhaps an element of DRR could be added to such
efforts. For example, the Kenyan scheme will be in northern part that is affected by
drought and has to adapt to the new weather situation and there is also a need to use
new financial systems to deliver to these communities, like little savings accounts and

so on. There is an opportunity to do similar project in Tajikistan and elsewhere.

Mr. Lecacheur concluded that it is important to start dialogue is in post disaster envi-

ronment to have a good chance for a successful PPP for DRR.

My. Francis Ghesquiere, Regional Coordinator for Hazard Risk Management in
Latin America and the Caribbean Region, World Bank, presented evolving Carib-
bean Catastrophe Risk Insurance Facility. He explained that this is a great example of
a PPP that will help Caribbean governments to transfer some of their risk to private

financial markets.

Mr. Ghesquiere explained that Caribbean countries like other SIDS (Small Island
Developing States) are highly exposed to natural disaster. For them cash flow to make
payments during a recovery period can often be a problem. The new facility, how-
ever, will allow governments to buy liquidity insurance to cover their financial needs
after a disaster happens. The facility creates an insurance pool for 18 countries and
then enables this risk to be transferred to the international reinsurance markets. In so
doing it can reduce insurance costs by 40-50% by allowing governments to transfer
some of the risk to the private sector. However, such scheme is only possible because

both private and public entities are involved, as no private operator would have taken
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the risk on their own. The World Bank is expecting to expand and replicate such pool

to other regions, if successful.

M. Dirk Reinhard, Munich-Re Foundation, Germany, spoke in this session on PPPs
for micro insurance. For micro-insurance the most important areas are life, health
and crop/livestock. There are about 2.5 billion potential customers for such insur-

ance and in India alone 200 million would need it.
All the parties will need to be involved to develop these schemes:

* NGOs/MFIs: Link to the local communities...

e Insurance industry: Risk coverage, insurance knowledge, and technical support...

* Donor agencies: Financial support for demand surveys and product develop-
ment...

e Government: Legal framework, incentives (e.g. South Africa, India, Philip-

pines)...

If one of the above-mentioned parties is missing, the development of appropriate

micro-insurance schemes may become extremely difficult.

M. Reto Schnarwiler, Head, Public Sector Business Development, Swiss Reinsur-
ance, Switzerland, made the last presentation in this session. He thanked the pre-
vious presenters for the presentations on the Caribbean facility and on developing
micro-insurance schemes. He emphasised that it is important to have the right people
talking and bringing their know-how to the table. It is important to understand the
roles and commitments and the limitations of the players. For example, Swiss Rein-
surance cannot support hundreds of initiatives at the same time. He again empha-
sises that Swiss Reinsurance is ready to accelerate a dialogue on the most promising

opportunities.
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he Next Steps

M. Satoru Nishikawa, Director for Disaster Preparedness, Cabinet Office, Govern-

ment of Japan, chaired the final session of the dialogue.

Ms. Shruti Mehrotra, WEF, suggested to use WEF’s regional events in Latin Amer-
ica, Africa, North America and India to included PPP dialogues within regional sum-
mits and then also develop actionable pilot PPPs in the particular regions. She said
that it would be very helpful to come up with specific issues to discuss, such as micro
insurance as it is time to move the discussion into specific ways to overcome the chal-
lenges. She suggested focusing each of the regional discussions on a particular topic.
She concluded that there is a need to continue work on a general scooping study to

identify what are the key areas at a global level.

Ms. Usha Rao Monari, Manager, Infrastructure Department, IFC, stated that there
is a huge role for [FC to play in DRR. In order to make a healthy PPP we have to
have the right incentives and drivers for both the private and the public sectors. The
IFC traditionally takes an insurance approach, which is an integral part of DRR but
only a part. Another part has to be the right design of projects, proper construction
and management to supplement insurance. What has been done in Japan is very
interesting and IFC would be interested to provide this experience to its developing

country clients.

The opportunities to the private sector for making profit in DRR are enormous. For
the public sector there are opportunities for employment creation and market cre-
ation. A second large area is engaging the community and the best way is get the

community involved so that they pay for DRR retrofitted houses and apartments.

A third area is to involve the lending and the financial institutions in this whole game
— including the IFC, banks and donors. The way forward on this is to come up with

a set of products that address DRR, such as the weather derivates and index products
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that are already tested by the IFC. This line of products could be extended to include
the micro-finance liquidity facilities that could address various issues. The last area
is climate adaptation, carbon finance and renewable energy. The IFC would like to
work with others to see how we can set up funds to address disaster risk management

in its entirety — both its assessment end and its management end.

My. Jan Mumenthaler, Senior Insurance Officer, IFC said that the dialogue was
very good and participants had taken a good walk through an upper class mall and
seen lots of beautiful product offerings. What is needed now is to get to very focused
follow-up actions. Insurance sounds great, but there is a need to think about other

instruments as well when looking into the theme of DRR.

M. Salvano Briceno, Director, ISDR Secretariat, explained that the role of the ISDR
Secretariat is very specific. It is to facilitate team efforts at the global and regional
level. We have started a close relationship with the WEF and with the World Bank
and the IFC and are also working with Munich Re and Swiss Re. ISDR is gradually
developing a team effort to develop PPP for DRR. ISDR will have a number of events
in which advocacy for PPPs can happen such as the Global Platform for DRR meet-
ing on June 5-7, 2007 in Geneva, Switzerland. ISDR is also working closely with the
UN Global Compact efforts to give greater priority to PPPs investing in DRR part-
nerships. PPPs have to become a priority for governments this should be promoted
through exchange of good practices, dialogues at the regional level, ECOSOC and
other UN meetings. The most important aspect for success is to promote PPPs for
DRR as truly the team effort.
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The participants shared their experience that provided guidance to the key partners

on how to mainstream private public partnerships in DRR. Concrete results of the

meeting can be summarized as follows:

10.

There was general agreement on the need to develop PPPs for DRR;

The draft paper on business case for PPPs in Disaster Risk Reduction needs to
be further developed and presented for consultations at the Global Platform
for Disaster Risk Reduction meeting in Geneva in June 2007;

Partners should develop a set of market- based products that address DRR,
such as the weather derivates and index products that are already tested by the
IFC. This line of products could be extended to include the micro-finance
liquidity facilities and other risk sharing intruments;

Risk Reduction Dialogues should be conducted as part of the World Eco-
nomic Forum regional summits, starting with the Latin America in April 2007
and Africa in June 2007,

Tools and models to support PPPs for DRR should be developed and PPPs for
DRR tested at selected number of highly vulnerable countries;

Lessons learned in proper design of projects, proper construction and man-
agement should be collected and promoted to developing country clients of
the World Bank Group;

Partners should explore opportunities to provide seed funds at the initial stages
of PPP for DRR development;

Advisory group with experts from private sector could be established to help
ISDR system partners to guide the follow-up process of development PPPs for
DRR;

World Economic Forum, the World Bank Group and UN ISDR should use
the upcoming meeting of the Global Platform for Disaster Risk Reduction to
review the progress and engage new partners in the PPPs for DRR efforts;

World Economic Forum, the World Bank Group and UN ISDR will develop
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a draft action plan to outline potential next steps and share this document

with participants of the meeting for comments and inputs.

Based on these outcomes, the draft Action Plan was developed and is attached in the

Annex I below.
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PUBLIC-PRIVATE PARTNERSHIPS (PPPS) FOR DISASTER RISK REDUCTION (DRR)
Agreed Upon Activities in Phase 1/November 1, 2006 - June 30, 2007

Proposed Action Plan Matrix
July 1st, 2007 - February 1st, 2007




30

ANNEX 1



ANNEX 1




ANNEX 1




ANNEX 1




*PaUILLIB)AP 3q 0} SP3AU (IS UoneIuasald Iy J0j BINPAYIS B[ o
*33e1S SIy} 18 Juawa)d 108(0id Sy} UO JamaIAB) J9ad & Se 0. 0} 9|qe 8q AJUO [|IM WNI04 Y] o
Pl
"PaWIU0d 3¢ 0} ApMS 3y} Ul uonediomed ¢
*UOJ0. 819J0U0D LONS Ul }Nsal [|iM Sangojelp [BUOISSI 8y} JO B10W 10 BUO 1ey) 10adxe seop wes) 108(0id ayy
‘JOAOMOH “yoea J0j Indino paiinbai e Jou ale Aay) 1ey) pajou aq pinoys I ‘sangojelp ajeaud-ognd [euoiBal ay Jo || Jo} J0}edlpul 9dueuI0pad A3y B Bl SJUBISAAUI ddd 8181002 8say) ygnoyy ,
"uoigal BU} Ul S1ovIeW 9URINSUI JO JUSLWAO[SASP pUNOI. 8q PINOM Sulles) SIU} 1Ry} PAPISP SeM }i ‘BILBWY Une] o4 ;

ANNEX 1

34



Annex ||

DIALOGUE ON PRIVATE-PUBLIC PARTNERSHIPS IN DISASTER
RISK REDUCTION under GLOBAL FACILITY FOR DISASTER
REDUCTION AND RECOVERY

World Bank Group Headquarters
Main Complex Board Room 13-121
1818 H Street NW Washington DC 20433

February 22, 2007

BACKGROUND

At present, human suffering and economic losses from disasters triggered by natu-
ral hazards are unacceptably high. Munich Re (2006) estimated that the year 2005
was the most expensive year on record with overall economic losses of US$ 210 bil-
lion and total disaster-related insurance claims of over US$ 94 billion. This trend is
expected to be more severe from increasing urbanization, environmental degrada-

tion, and increasing vulnerability due to climate change and variability.

The Hyogo Framework for Action (HFA) 2005-2015: Building the Resilience of Nations
and Communities to Disasters was adopted by 168 countries at the UN World Confer-
ence on Disaster Reduction in January 2005 to galvanize international and national
efforts to reduce vulnerability to natural hazards. The HFA is the global commitment
to disaster risk reduction offering a strategic framework for multi-stakeholder engage-
ment. The private sector as a significant driver of economic growth in most of the
developing and emerging economies is a natural partner of public institutions in this

global campaign for vulnerability reduction to hazards.

Under the HFA, promoting Private-Public Partnerships (PPPs) is one of the impor-
tant strategies for promoting and implementing risk mitigation and risk financing
in high risk countries. The World Bank’s new global partnership for vulnerability
reduction, the Global Facility for Disaster Reduction and Recovery (GFDRR) is sup-
porting joint efforts of the United Nations/International Strategy for Disaster Reduc-
tion (UN/ISDR), the World Economic Forum (WEF) and the World Bank to foster

PPPs at all levels, particularly in countries prone to multiple disaster risks. Identifying
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opportunities and incentives for such partnerships, learning from past experiences
and exchange of good practices in such partnerships are some of the initial steps that

can provide a basis for risk reduction dialogues among the key stakeholders.

Following the 1999 earthquake in Turkey, for example, the Governments of Tur-
key and the United Kingdom, in partnership with a number of British engineering
and construction firms operating in the country developed the British Earthquake
Consortium for Turkey (BECT). BECT pooled corporate expertise and resources to
identify areas which were relatively more earthquake-resilient and thus better suited
for industrial and residential development. In so doing, this private public partner-
ship contributed to the efforts of the World Bank-funded Marmara Emergency
Farthquake Reconstruction Project (MEER). ISDR, WEF, and the World Bank with
funding support from GFDRR, have prepared a global business case study to docu-
ment such working models of PPPs and strategies for promoting such partnerships
as an integral element of risk reduction and sustainable agenda in natural disaster

hotspot countries.

This effort, carried out through facilitated private and public sector expert sessions,
desk research, company interviews, and peer reviews, takes into account corporate
practices as well as the practical experiences of governmental authorities and com-
munity-based organizations. A key element of this effort is the one-day dialogue to be
held at the World Bank Group headquarters in Washington, D.C., U.S.A. on February
22nd, 2007.

OBJECTIVES

The objectives of the dialogue are:

1. o learn from past experiences in private-public partnerships in both devel-
oped and developing world,

2. 'To explore key policy, legal and institutional issues regarding private-public
partnerships in different country settings; and

3. 'To develop a common action plan that would facilitate such partnerships for

risk mitigation.
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EXPECTED RESULTS

In line with the above objectives, the dialogue is expected to achieve the following:

1. A business case paper for guidance on greater private sector engagement in
disaster risk reduction is developed that takes into account related policy,
financing and institutional considerations in its analysis;

2. Aprogramme for promoting multi-stakeholder risk reduction dialogues which
brings together public and private sectors to develop a common framework for
disaster risk mitigation and risk financing ;

3. Developing modalities for catalyzing private public partnership for risk miti-
gation and risk financing; and

4. Increased collaboration with sectors and companies interested in reducing

their disaster risks, particularly through private public partnerships.
DATE AND VENUE
The dialogue will take place on February 22nd, 2007 at the headquarters of the World
Bank Group, Main Complex Meeting Room No. MC 13-121, 1818 H Street NW,

Washington, D.C., U.S.A. starting at 9am.

LANGUAGE

The dialogue will be held in English only.
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DRAFT AGENDA

9:00 - 9:30 Coffee and registration
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PARTICIPANT LIST
Dialogue on public private partnerships in disaster risk reduction/February 22nd, 2007 Washington DC
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