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Overview  
 

• Background 

• The link between climate vulnerability 

and growth 

• Implications for development policy 

 

 

 

 

 



The macroeconomics of adaptation  
 
• From adaptation projects… 

– Small, self-contained, bespoke measures 

– Often promoted by environment ministries 

– E.g.: NAPAs 

• … to climate-resilient development 
– Climate-risk reflected in development strategies 

– Promoted by economy, finance, planning ministries 

– E.g.: Ethiopia’s Climate Resilient Green Economy Strategy? 

 

 

 



The links between climate and development 
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Socio-economic change and vulnerability 

 

Ability to adapt 
low income 

poor institutions 

lack of finance 

Sectors / production techniques 

susceptible to climate stress 
water-intensive, 

climate-dependent 

Locations where climate change is 

particularly pronounced 
low-lying coasts, flood plains 



Economic development and adaptive capacity 

 

Source: Barr et al (2010); darker areas denote lower adaptive capacity 

―Ability to cope‖ is associated with basic development indicators: literacy, income, 

income distribution, health systems, access to credit, governance, institutions 

Index of adaptive capacity 



 

 

E.g., Exposure to coastal flooding due to urbanisation 

Socio-economic development and exposure  

Source: S. Hanson et al, Climatic Change 2011 (data for main cities in 2070s) 



Economic development and sensitivity 

Economic 

diversification may 

reduce sensitivity 

Resource intensive 

specialisation may 

increase sensitivity 

E.g., Rural development may increase or decrease sensitivity 
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Features associated with fast growth 

• Sufficient capital 
— Natural capital 

— Infrastructure 

— Human capital 

• Sound business environment 
— Macroeconomic stability 

— Institutional and regulatory framework 

• Easy Access 
— Access to markets 

— Access to capital 

• High productivity 
— Competitive markets 

— Firm performance 
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• A sound infrastructure 

— key to economic growth, but designs have to become ―climate 

proof‖; there may be a need for adaptation infrastructure 

• Good institutions 

— a sound business environment underpins private sector growth, 

but the institutional demands of adaptation may be different (e.g. 

different scope in extension services) 

• High productivity 

— drives private sector-led growth, but must not come at the 

expense of higher sensitivity to shocks (e.g. from specialisation, 

development in risky areas) 

 

 

 

Development plans have to be “climate-aware” 
  More awareness of long-term vulnerabilities and risks 
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• A healthy natural environment 

— key to sustainable development and ecosystem resilience 

• Good human capital  

— enhances labour productivity and people’s ability to adapt 

• Access to credit 

— boosts investment and facilitates recovery after an extreme 

event 

• Resource efficiency (e.g. on water) 

— underpins productivity and reduces sensitivity to shocks  

 

But many growth policies are win-win  
  Mostly (but not only) by increasing adaptive capacity 



 

 

A continuum of measures is required to reduce vulnerability 

Adaptation is “development policy +” 

Source: Klein and Persson (2008), after WRI (2007) 
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