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How  Climate change impacts on the economy

• Loss of land area, including beaches and wetlands, because of sea-level rise 

• Loss of species and forest area 

• Disruption of water supplies to cities and agriculture 

• Increased air conditioning costs 

• Health damage and deaths from heat waves and spread of tropical diseases 

• Loss of agricultural output due to drought

• Economies and industries that depend on natural resources and favorable climate 
conditions, such as agriculture, tourism, and fisheries, are vulnerable to the growing 
impacts of climate change. 

• Rising temperatures are projected to reduce the efficiency of power generation while 
increasing energy demands, resulting in higher electricity costs



Climate change impacts for agricultural 
economy
• The sector most vulnerable to climate risk is agriculture.

• Without substantial and sustained mitigation and adaptation efforts, 
climate change is expected to cause losses to infrastructure and 
property and impede the rate of economic growth

• Poorer countries are more exposed to the weather because of the 
important role of agriculture and water resources in the economy



Cost of climate action

• Cost of inaction greater than the cost of action

• The Stern Review, an influential inquiry into the issue, said in 2008 that fighting global 
warming would cost 2% of global GDP

• Nonaction could lead to damages equivalent in the longterm to a 20% reduction in global 
per capita consumption

• McKinsey & Company’s Pathways to a Low-Carbon Economy in 2009 reported a lower 
finding that avoiding dangerous climate change can cost as little as 0.5% of global GDP

• Climate change is now considered one of the greatest threats 
to economic stability

• Some costs are relatively easily quantifiable in monetary terms but not all.



Our economy and climate risk

• Increase in temperature and extreme events cause human 
health problems, reduces productivity, negatively affects 
agriculture, forestry, fisheries and tourism and increased 
energy demand water supply stress. 

• We are a net importer of goods especially food, and any 
extreme impacts in our trading partners around the globe 
affects business through disruption in trade and supply 
chains.



Cereal import dependency ratio (percent) (3-year average) (Source: FAOSTAT, 2020, Own 
computations) with extrapolation for no adaptation!
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Climate risks
• Climate change presents added risks to interconnected systems that are already exposed to 

a range of stressors such as 

• aging and deteriorating infrastructure, 

• land-use changes, and

• population growth. 

• Extreme weather and climate-related impacts on one system can result in increased risks or 
failures in other critical systems, including water resources, food production and 
distribution, energy and transportation, public health, international trade, and national 
security. 

• The full extent of climate change risks to interconnected systems, many of which span 
regional and national boundaries, is often greater than the sum of risks to individual 
sectors.



Interconnected systems and impact on food





Impacts to the economy by 2050 on different warming 
thresholds

• Expected global GDP impact by 2050 under different scenarios 
compared to a world without climate change:
-18% if no mitigating actions are taken (3.2°C increase);
-14% if some mitigating actions are taken (2.6°C increase);
-11% if further mitigating actions are taken (2°C increase);
-4% if Paris Agreement targets are met (below 2°C increase)

• Intergovernmental Panel on Climate Change, Fifth Assessment (2014) 
Approximately 2.0°C A loss of 0.2%-2.0% of GDP per annum



GDP growth scenarios with minimal impact of 
climate change
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Scenario Analysis of reduced productivity in the economy
Agriculture decreases by 15% by 2050, Crops decrease by 10%, Livestock decrease by 20% 
by 2050
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Scenario Analysis of reduced productivity in the 
economy
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Some measures to start adapting



Some questions to think about!

• How much will climate change cost local, national, and regional economies? 

• What are the sizes of the economic impacts in different sectors and economy-wide? 

• How do the costs of action compare to the benefits of alternative responses—is it worth it to take 
action? 

• To what extent and when should these actions start? 

• What actions are most cost-effective and have to be taken first?

• What are the levels of investment and financing needed? 

• What policies will incentivize the adoption of clean and resilient options and raise their potential for 
coping with climate change?

• What policies will help ensure synergy in adaptation and mitigation?
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