Paper
When the bill comes due: The economics behind city climate plans


Rationale (e.g., What is the problem?) 
Amidst urgent global calls for climate action, city governments face a daunting paradox: although they increasingly recognize the necessity of climate adaptation, the financial strategies essential for implementing these plans remain largely neglected. Such oversight critically undermines climate adaptation. Due to competing resource demands and interest groups within the city, investment in climate adaptation can get sidelined, thus nullifying some of the value of performing proactive risk assessments. Neglected financial risk leaves cities more exposed when a natural hazard occurs, such as Houston experienced following Hurricane Harvey. For city climate plans to become operational, they must consider the financial requirements and risks that converge with climate-induced natural hazards. This necessitates a strategy that integrates financial risk management into climate action plans.

Approach (e.g., What are you doing to address the problem?)
To understand how cities are considering finances in the context of climate change, we tracked five key questions across 80 city climate risk plans globally. Primarily, we noted whether cities calculated a cost of their proposed plan to mitigate climate-induced risks and how they proposed paying for the plan. Additionally, to better understand whether cities recognized climate-specific financial risks to themselves and their citizens, we tracked whether the cities were considering economic changes due to climate change, whether they anticipated citizens would lose insurance due to ‘insurance retreat,’ or if they acknowledged competing financial challenges such as existing debt obligations. We selected reports from the CDP organization that were published in English in the last six years.

Results and Discussion (e.g., What did you or do you expect to learn?) 
Only 40% of city climate plans identified possible sources of funding–many of which were unguaranteed state or national grants. Furthermore, less than 30% of plans calculated the cost of the proposed plan. Though a greater number of reports acknowledged that identifying funding or costs would be a valuable next step, these results reiterate the disconnect between proactive climate risk planning and operationalizing those plans. 
In terms of financial risks, 63% of reports acknowledged that climate change would impact their local economies. However, only 38% of reports acknowledge the impact of climate change on insurance in their area. No reports acknowledged the converging crisis of increasing debt obligations with climate change financial requirements.

Why does it matter? 
Currently, financial and climate resilience are treated as parallel tracks instead of intricately linked risks. This exposes cities to cascading and compounding risks. As cities increasingly feel the burden of climate-related impacts on their economy and citizenry, the financial realities will become unavoidable. In the coming decades, the climate adaptation bill will come due one way or another. Cities that fail to integrate financial planning into their climate strategies will face severe fiscal shortfalls, risking ineffective adaptation and heightened vulnerability. Given this context, we aim to highlight a need for risk scientists to develop strategies that achieve the integration of climate and financial risks at the city level.
