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Preface

As part of its efforts to promote disaster prevention and mitigation as an integral part of development
activities, the World Bank's Disaster Management Facility (DMF) is undertaking a study on the economic
and financial consegquences of natural disasters, with the support of the Unided Kingdom's Department for
International Development (DFID}. The principal researchers for the study are Charlotte Benson and
Edward Clay of the Overseas Development Institute (ODI} in London. Study team members from the Werld
Bank's Disaster Management Facility include Alcira Kreimer, Margaret Arnold, Jonathan Agwe, Hager Ben-
Mahmoud, and Maria-Eugenia Quintero.

The study entails a state-of-the art review and three country case studies. This document presents the
findings of the first case study, undertaken in Dominica. The second case study is currently underway on
disasters and public finance in Bangladesh, and the third will focus on a drought sensitive southern African
economy. A final synthesis report will draw together new evidence with that from the researchers’ previous
studies and other refevant literature.

The study team wishes to express its appreciation for the time so generously given and information provided
dunng their visit by the Government of the Commanwealth of Dominica, including the then Minister of
Finance, Hon Ambrose George, the then Minister of Tourism, Hon. Charles Savarin, the then Minister of
Agricuiture, Planning and Development, Hon. Atherton Martin; and many officials listed in Annex E. Special
thanks are also owed to Mr Cecil Shillingford, Coordinator of the Office of National Disaster Management,
for facilitating the visit to Dominica. Many others in both the public and private seciors in Dominica and
Barbados, staff members of the Caribbean Development Bank (CDB}), the Caribbean Disaster Emergency
Response Agency (CDERA), and the Eastern Caribbean Central Bank (ECCB) also listed iIn Annex E
provided advice and information. The team expresses its appreciation to all those listed for their helpful
inputs  Special thanks are owed to Mr. Jim Dempster CBE, who prepared the maps; Dr. _ennox
Honychurch, for access 1o his historical archives; Dr. William Aspinall, volcanologist; Ms. Polly Pattullo; and
Mr. Jan Vermeiren of the Organization of American States for commenting on the draft report

The study team extends its sincere thanks to Orsalia Kalatzopoulos, Constantine Symeonides-Tsatsos,
Arnaud Guinard, Bemard Becq, Rumana Huque, Claudio Visconti and John Poliner of the World Bank for
their helpful inputs into the study. The pnmary authors accept responsibility for any ermors and omissions.

Funding for the study was provided by the Conflict and Humanitarian Depariment of DFID. The study team
thanks them for their generous support to the initiative.
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Dominica: Natural Disasters and Economic Development
in a Small Island State

EXECUTIVE SUMMARY

This country study of Dominica 1s the first of three studies undertaken as part of a broader research project
aimed at increasing understanding of:

= the wider economic and financial impacts of natural disasters;
» factors determining the vulnerabilty of hazard-prone economies; and
= opportunities for mitigation.

The method of investigation is eclectic, using a mixture of quantitative and qualitative analysis fo examine
the economic impacts of natural hazards.

The Commonwealth of Dominica is a lower middie4ncome small island state in the Eastern Caribbean, of some
750 square kilometers with a population of 76,000 and per capita GDP of EC$7,900 (US$2,900) in 1998. Some
30% of the population was estimated as fiving at or below the poverty me in 1366,

Deminica 1s vulnerable to a wide range of natural hazards. The most common and histoncally most
significant are tropical storms and humcanes Reflecting a rugged physical topography, most of the population
and infrastructure are located on the coast, making Dominica particularly wulnerable to strong winds and high
seas. The island is geclogically extremely young and almost completely volcanic in origin, Following a
volcanic alert in 1998-9, its susceptibility to future volcanic activity is also currently a major cause for
concem. There is a related risk of earthquake. Landslides are a canmon feature of life and the landscape.
Other potential hazards include drought, storm surges, floods, bush fires and tsunamis.

Many of the study findings are intuitive, even obvious. However, this is the first time that the evidence has been
brought together, systematically analyzed and policy implications drawn. Dominica's economy is, with perhaps
the exception of offshore financial services, highly vulnerable to tropical storms. Hurricane David in 1979 had the

most catastrophic effects in modem times on the environment, economy and society, but there were severe
storms 100 1n 1989, 1995 and 1999

The study draws a number of key conclusions.

1. Natural hazard risks and uncertainty - there is considerable uncerainty even about natural
hazard risks, both in Dominica and more generally. For example, in 1999 the island suffered extensive
damage from Hurncane Lenny, when this storm tracked from west to east on a path some 150 miles to the
notth No hazard wamings were issued because storms normally approach the Caribbean from the east and
are, at that distance, not expected to affect Dominica.

2. Dynamic nature of vulnerability - the Dominica economy’s vulnerability 15 constanty changing,
refiecung both the longer-term direction of development and capital formation in the island, and also shorter-term
shifts in the structure and composition of economic activity For example, the fall in banana production during the
1990s has (positively) reduced the potential scale of agncuttural losses in a disaster. However, a more diversified
agricuttural sector will be less secure because crop Insurance is only available for bananas, which also had an
assured export market. As a further example, the scale of physical damage to the transport network is now

potentially far greater and the pace of recovery could be slower due to the long-term development of a largely
coastal road system without adequate sea defenses
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The study shows that a particular levei or form of hazard vulnerability is not inevtable Some sectars and
sub-seciors are more vuinerable than others, whilst measures can be taken o reduce structural
vulnerabilty. Greater integration of hazard risks into medium - and long-term economic and financial analysis
ana planning ceuld substantally rediwce the sconomy s hazarc vulneratitity, thus ceninouting to sustainabie
growth

3 Economic policy choices in disaster management - in the immediate aftermath of a disaster,
both government and the private sector face choices between the pursuit of rapid recovery and a reduction
In longer-term hazard vulnerabiity In Dominica, effectively by default, the emphasis has been on quick
recovery because the political impetus and associated financial incentives for nvesting in mifigation and
changes in land use have been insufficiently strong.

The study also highlights the tensions caused by the wide range of demands on public finance, inchuding for
furd~g to recuce pryscal vulneratility to natural hazards. Such tensions are particularly acute in this small
island economy, with relatively high per capita infrastructure needs, in tum due to diseconomies of small
scale and a relatively scattered population combined with a difficult and mountainous terrain. The study
points to the need for improved information on the budgetary impact of disasters both to faciltate cost-
effective allocation of resources and alse to emphasize the importance of integrating hazard nsk reduction
into medium - and long-term economic and financial planning.

4. Natural hazard informaion and risk management — the levels and forms of hazard risk information
avaiiable in Dominica have been unsatisfactory, hindering appropriate risk-averting decision makirg. Issues that
urgently need to be addressed include ensuring sufficent investment in monitoring, assessment, mapping and
dissemination activites  Public information needs to be provided in an easily understood and usable form.
Achieving and sustaining such investment is particularly difficutt in a smail island economy, becaiise there are
economies of scale and hazard information is a regional public good

5 Wider implications for small island states - the vulnerability of a small econcmy can alter
quickly. The sources of change are structural, cceuring within an open economy that is being crven now by
exogenous forcing mechanisms - technological development, glohalisation and climatic change.

in considenng appropriate forms of disaster mitigation, it is important to recognize the physical characteristics of
the island(s) which underiie the economy and society. This study reconfirms the substantal value added in
disaster mitigation investment in key infrastructure. The encouragement of less vulnerable areas of activity wi
facilitate long-term sustanable development by buffering medium-term growth from the effects cf gisaster shocks.

The role of catastrophe insurance and other financial risk-spreading mechanisms in spreading and reducing risk
also needs to be enhanced significantly in the Caribbean and increased use should he made of such
mechanisms as a tool for promoting hazard mitigation.

Donors need to address their own problems of coherence and overstretch in working with small ‘siand states by
adopting joint programs, agreeing lead agencies on projecls, supporting regioral solutions and reducing micro-
management of projects



