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Discussion points 

1. Expand the evidence base – what is the state-of-evidence  

2. Methods to analysis costs and benefits 

3. Relevant socio-economic evaluation methods 

• Some reflections from science-policy interaction 

Draws on ECONADAPT - EC funded FP7 project on economics of adaptation 
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1) State of the knowledge base 

• Previous reviews – including IPCC 5th AR report a low evidence base 

• But over the last few years grown very strongly 

• National studies as part of global initiatives or national interest 

• And also focus on current options for early adaptation  

• ECONADAPT undertaken comprehensive review 

• ‘Inventory of studies’  - identified around 500 relevant studies 
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Economic studies of cc/adaptation 

Watkiss et al, forthcoming 

National studies 
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Source Econadapt Inventory 
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ECONADAPT Some reflections and gaps 

• Greater coverage, but still partial (e.g. coasts vs ecosystems) 

• Still challenging to assess economic costs of climate change, L&D 

• Potential for low and no-regret adaptation (low cost) early on…. 

• Adaptation costs rise as move to ‘real’ studies (policy, opportunity) 

• Cost (and benefits)  vary strongly with objectives (efficiency vs other) 

• Options, approach and costs change as factor in uncertainty 

• Still little knowledge on transformation / limits of adaptation 

• Published 2015 in revision of OECD Economics of Adaptation book 
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2) Methods to assess costs 

Methods are changing, and aligning to real implementation 

Three shifts identified  

• From science–based impacts to adaptation-assessment /implementation 

• Iterative climate risk management 

• (Decision making under uncertainty) 
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What does this mean? 

• Focuses on adaptation  first 

• (rather than at end of chain) 

• Integrate in policy area (mainstream) – wider drivers, objectives 

• Focuses on early adaptation (what do now, rather than the 2040s) 

• Moves away from technical options, and perfect foresight (if-then) 

• Breaks down the problem and considers uncertainty 

• Autonomous adaptation (but reactive, mal-adaptation) 

• Preferences , socio-institutional issues 

b) With 
climate change
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Iterative Climate Change Risk Management 

• Climate change is now considered as a dynamic and evolving risk 

• Starts with current climate – to future uncertain impacts 

 

 

 

 

 

• Adaptation also evolved – set of different actions to cover different problems 

 

 

 

 

 

 

Watkiss et al, 2014 
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Source Watkiss  2014 
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What does this mean in practice  

• Comprise of complementary adaptation decisions (portfolios) 

• 1. Focus on decisions now for current risks (adaptation deficit), e.g. early low- 
and no-regret options, building adaptive capacity 

• 2. Focus on decisions now that exposed to climate in the  future – 
mainstreaming policy and climate risk screening of infrastructure, etc. 

• 3. Focus on future decisions for future risk under high uncertainty – iterative risk 
plans, learning and review (and transformation) 

• These differ (for economics) because of the consideration of type of action, 
timing, discounting, uncertainty, economic methods, etc.  

• And need to put together (adaptation pathways) 

 



Source: Haasnoot et al, 2013 

Source: ECA, 2012 

Policy Appraisal 
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ECONADAPT 
Reflections and gaps 

• There is no absolute ‘cost of adaptation’, i.e. it depends 

• Care in interpreting existing studies (uncertainty?) 

• Need to match analysis to the ‘problem type’ 

• Consideration of wider policy, baselines, existing activities 

• Including mitigation and adaptation, limits 

• Much more focus on mainstreaming and multi-disciplinary working 

• Noting all of this means higher time and resources ! 
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3) Appraisal methods 

New approaches to address the challenges of adaptation  

• Discounting 

• Uncertainty 
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Decision making under uncertainty 

Cost-Effectiveness 
Analysis  

Cost-Benefit 
Analysis  

Portfolio Analysis  

Robust Decision 
Making  

Real Options 
Analysis  

Iterative Risk 
Management 

Values all costs and benefits to society 
of all options, and estimates the net 
benefits/costs in monetary terms. 

Compares costs against effectiveness  
(monetary/non-monetary) to rank, 
then cost-curves for targets/resources. 

Allows economic analysis of future 
option value and economic benefit of 
waiting / information / flexibility. 

Identifies robust (rather than optimal) 
decisions under deep uncertainty, by 
testing large numbers of scenarios.  

Economic analysis of optimal portfolio 
of options by trade-off between return 
(NPV) and uncertainty (variance). 

Uses iterative framework of 
monitoring, research, evaluation and 
learning to improve future strategies. 

Traditional 
decision 
support 

Decision 
making under 

uncertainty 

Multi-Criteria 
Analysis  

Allows consideration of quantitative 
and qualitative data together for 
ranking alternative options. 
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Portfolio Theory
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Source: Watkiss, Blyth, Hunt and 
Dyszynski, 2014 
(MEDIATION) 
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Reflections and gaps 

• Uncertainty methods (ROA, RDM, PA) complex and resource intensive 

• No one method or one size fits all - toolkit 

• Key priority to develop light touch approaches 

• Key issue is practical application 
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Bridging the science policy gap 

Examples of what academics discuss? 

• What time preferences, discount rates  ?   (risk, ambiguity, equity)  

• How do I integrate adaptation into my model? 

• How do I run a real options analysis? 

• What is the economic optimal level of adaptation?  What is the optimal 
balance of mitigation and adaptation? 

• What about quasi-option value (value of information), market failures, 
merit good characteristics, Armington elasticities, etc? 
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ECONADAPT Examples of policy requests 

• What are the costs of adaptation? 

• Where should I focus my early actions ? 

• How do I prioritise options? 

• What about non-market sectors, gaps in estimates? 

• How do I consider uncertainty (in a couple of days !) 

• What is the economic evidence to justify medium and long-term 
adaptation (or do we just mal-adapt)? 

• What about the role of private sector/households (autonomous)? 

• What is the potential for the adaptation economy/co-benefits? 
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ECONADAPT 
Final reflections 

• Evidence base is growing  

- But  generates as many questions as it answers 

- High priority for continued primary research and empirical analysis 

• Moving to new methods and approaches 

• Need to expand experience – but also learn  

• Need to explore how vary with context and users 

• Policy demand and € moving quicker than research – where to act 

• For JPI, where are the priority gaps in the landscape 
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