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A structured approach to disaster 
risk financing in the European 
Union Member States
All European Union (EU) Member States practice some form of disaster risk financing (DRF) 
as all of them have been confronted with such events at various moments in time.
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Policy Theme

The economic and fiscal impacts of 
climate change

Question

What physical climate risks are there 
and what are their economic 
implications?

Share

In context of increasing incidence and cost of climate-related disasters budgetary 
processes need to be upgraded to reflect their macro-fiscal risks. At present, disaster risk 
financing (DFR) is mostly ad-hoc and fiscal impacts of climate change only considered in 
a limited manner in national budgets across EU member states. While financing strategies 
reflect national choices, these need to be evidence based; thus, structured data collection 
(e.g., as per Radu (2024)) on macro-financial risks is of the essence.

Fig. 1 - Lorem ipsum dolor sit amet consectetur.

KEY MESSAGES

� Explicitly addressing fiscal impacts of climate change in budgetary processes, 
including from climate-related disasters, would be beneficial. It avoids needing 
to find funds post-disaster without having budgeted for them and helps 
proactively manage risks to debt sustainability from extreme weather and 
climate events�

� The reformed EU economic governance framework introduces reporting 
requirements on macro-fiscal risks from climate change, contingent liabilities 
from climate and natural disasters, and associated fiscal costs. However, this 
only applies "to the extent possible" given challenges around data availability 
and methods�

� A structured stock-take of each EU member states' current approach to DRF 
(including data collection) using the framework in Radu (2024) would help 
countries determine the state of their approach to DRF and how to improve. 
Granular and accurate information is especially important for evidence-based 
strategies, regardless of the political priorities these strategies seek to advance, 
and Ministries of Finance are well-placed to support this.
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