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Introduction to Damage and Reconstruction Needs Assessment 
 
Readings 
 
 
III. DAMAGE OVERVIEW1  
 

1. General comments  
 
After the assessment of social, economic, and environmental impacts of a disaster has been completed 
there must be a recapitulation of damages to provide an overview with the full results of the analysis. 
Such overview is the final result of the assessment work and will provide the basis for the subsequent 
macroeconomics analysis. It should include both the total amount of damage and losses and different 
breakdowns to identify the most affected sectors, geographic areas and population groups. In addition to 
quantifying the total amount of the impact in monetary terms, this overview must allow an identification of 
sectors and geographical areas that must receive priority attention in the reconstruction process, thus 
providing a valuable input for the definition of its strategy, plans and projects.  
 

2. The total amount of damages  
 
Based on the sectoral estimates undertaken – following the uniform assessment methodology discussed 
in previous chapters and Sections – the overall damage assessment specialist must prepare a summary 
of both direct damage and indirect losses in order to arrive at a figure for the total amount of damage 
caused by the disaster under analysis.  
 
Special care must be exercised in order to avoid double accounting of damages. The damage in one 
sector must not also be included under another sector, a common mistake in the case of indirect losses 
related to production chains (for example, production, processing and commercialization). Similar care 
should be taken to ensure that the total amount of damage thus estimated includes only losses that can 
be measured in terms of national accounts, leaving aside other cases such as the differential impact of 
the disaster on women or on the environment which follow somewhat different procedures for their 
estimation.  
 
Once total damage and losses have estimated, selected breakdowns will be required to provide a 
complete overview on the general impact of the disaster and to enable future comparisons. The following 
three types of breakdowns should be made:  
 

• Total direct damage and indirect losses;  
 

• Total damage to assets and to production, and increased costs or decreased income in the 
provision of services; and  

 
• Total damage to public and private sectors.  

 
The distinction made between total direct and indirect damages will provide a measure of the effects on 
assets and on future economic performance, respectively. The amount of direct damage is a measure of 
the efforts that will have to be made in order to replace lost assets in the affected country or region. On 
the other hand, indirect losses or effects reflect changes in economic flows that will be used by the 

                                                 
1 Excerpt from Handbook, ECLAC, 2003 
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macroeconomics specialist to project future national or local economic performance as a result of the 
disaster.    
 
The breakdown into damage to assets and to production, and the changes in costs and income in the 
provision of services, will enable a further analysis to identify losses of assets, decreases in production, 
the effects on national finances and on enterprises that provide public services, as well as possible 
increases in the population’s cost of living. Direct damages include both destroyed assets and losses of 
production that was ready for consumption. These two types of direct damages must be separately 
estimated to enable the subsequent macroeconomics analysis to be made. On the other hand, indirect 
effects include both future production losses as well as higher costs and decreased revenues in the 
provision of services such as water and sanitation, electricity, transportation, etc. Therefore, this second 
breakdown will provide a measure of total damage and losses of assets and production, as well as of the 
indirect effects on the finances of the State and of (public and private) enterprises that provide basic 
services.  
 
The breakdown into public and private sectors of the total amount of damage will enable the 
determination of some characteristics of reconstruction programmes, by defining the relative efforts 
required from the State and from private individuals or enterprises. Even though the cost of reconstruction 
of public infrastructure must be met by the government – which allows a determination of the amount of 
future public financing requirements – the latter may also have to establish financial schemes or credit 
lines for the private sector affected by the disaster, especially in the case of the lowest-income population 
or of strategic sectors of the national economy. In addition to the breakdowns described above, the 
damage overview specialist must determine the distribution of total damage among the different sectors 
in order to identify those most affected and which, therefore, should be given the highest priority in the 
reconstruction strategy and plans.  
 

3. The net amount of damages  
 
Insurance of assets and production is becoming a common feature in Latin America and the Caribbean. 
Therefore, a net amount of damage can be obtained by deducting insurance payments from the total 
amount of damage. However, insurance coverage varies from country to country, and among sub 
regions.1 The damage overview specialist should determine this net damage figure on the basis of 
information provided by the sectoral specialists.  
 
Moreover, major foreign consortia usually reinsure local insurance companies. There can be a significant 
positive effect derived from inflows of foreign exchange currency in the form of reinsurance payments. 
This effect must also be estimated so that the macroeconomics specialist can use it in the subsequent 
analysis of future (national or local) economic performance.2  
 

4. The costs of reconstruction  
 
As mentioned in the introductory chapter of this handbook, the costs of reconstruction are not the equal to 
the total amount of damages. This is because the amount of damage is estimated as the present value of 
lost or damaged assets, whereas replacement must take into account both higher present construction or 
purchase costs of goods as well as the additional cost of prevention and mitigation measures envisaged 
to reduce damage that future disasters might bring about. Therefore, the damage overview specialist 
must also determine total reconstruction costs using information provided by the sectoral specialists.  
 
Another difference between the total amount of damage and the cost of reconstruction should also be 
noted here. The cost of reconstruction includes the replacement of lost assets but excludes the value of 
production losses and the amount of increased spending and decreased revenues in the provision of 

                                                 
2 The degree of insurance coverage and a country’s level of development would seem to be inversely correlated, with the exception 
of the Caribbean where – probably due to the influence of the former colonial powers – the degree of coverage of assets tends to be 
high.   
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services, and must also include the financial cost of reactivating production when necessary. One 
example of the latter would be the amount of credit required to refinance producers in various sectors 
when they have sustained significant damage or losses in their activities, such as farmers who need to 
refinance equipment loans when flooding or drought has caused the loss of harvests. Therefore, the cost 
of reconstruction will unavoidably be different from the total amount of damage caused by a disaster. 
When direct damages constitute a high fraction of total damages, the cost of reconstruction can be 
significantly greater than the total amount of damage. On the other hand, when indirect losses are greater 
than direct damages, as it happens in the case of floods or droughts, the cost of reconstruction would be 
lower than the total amount of damages.  
 

5. The magnitude of the disaster  
 
To determine the impact that a disaster will have on the affected region or country the total amount of 
damages must be compared to some regional or national variables. This comparison will provide an 
indication of the reconstruction efforts required, and a measure of whether the affected region or country 
has sufficient capacity to face reconstruction by itself or whether foreign cooperation will be needed. The 
magnitude of the disaster may be determined by means of comparisons between the total amount of 
damage and its components and some macroeconomic variables, such as:  
 

• Total amount of damages in comparison to GDP;  
 

• Total amount of production losses in comparison to GDP or to the country’s exports;  
 

• Total amount of lost assets compared to the annual rate of gross fixed capital formation, to the 
local construction sector product or to the amount of national debt;  

 
• Total amount of damage as a function of the population of the country or region affected.  

 
The comparison between the total amount of damage and GDP provides a measure of the impact a 
disaster might have in terms of a country or region’s economy. In small Latin American countries or 
Caribbean islands the magnitude of a disaster might constitute a high proportion of GDP, or even be 
greater than its total, whereas larger  economies may easily absorb the effects of disasters of limited 
scope.3 This type of comparison also reflects the intensity of efforts that the country will have to make 
during recovery and reconstruction.  
 
A comparison between total production losses and GDP gives an idea of the general effect of a disaster 
on national or regional production and of the impact the disaster may have on future economic growth, 
whereas a comparison of production losses with exports might provide an indication of the impact on the 
foreign sector of the country or region affected.  
 
The comparison between the amount of damage to assets and the annual gross rate of fixed capital 
formation provides and indication of the additional effort the country will have to make in construction. The 
comparison with the construction sector’s domestic product gives an indication of the national capacity for 
reconstruction and of the period required to carry it out. The comparison between damage to assets and 
the amount of national foreign debt of the affected country can provide an idea of future indebtedness that 
will be required for the reconstruction efforts.  
 
The determination of the amount of total per capita damage and the ratio between damage to per capita 
GDP provides an idea of the negative effects on the living conditions of the affected population. It also 

                                                 
3 In this regard, Hurricane Mitch caused total damages in Honduras that represent 79% of GDP for the preceding year; the floods in 
Venezuela in 1999 caused total damages that exceeded 166% of the GDP in the state of Vargas; and the 1985 Mexico City 
earthquake caused total damages amounting to approximately 4% of national GDP.   
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provides means to compare the effects of different disasters occurring in the same country at different 
times or in different places.  
 

6. The geographical distribution of damages  
 
The REDATAM tools described in the Section on social sectors enable the determination of the 
geographic distribution of total damages, in turn enabling the identification of the worst affected regions or 
geopolitical entities that, therefore, must receive priority attention in reconstruction plans.  
 
The damage overview specialist, in close co-operation with the geographic information systems and 
population specialist, must determine the spatial distribution of total damage and damages per capita. 
This will provide more accurate estimates of how the population has been affected. Maps will usually be 
produced showing the geographic distribution of damage per inhabitant and of the ratio between per 
capita damage and GDP.  
 
Such maps can be combined with those that describe the distribution of poverty in a given country thus 
giving decision-makers a tool they may use to define a geographical distribution of resources for 
reconstruction.  

7. The identification of the effects on vulnerable groups  
 
On the basis of sectoral analyses the damage overview specialist must be able to identify the worst 
affected population groups. This must include the lowest-income groups – and the map that shows the 
spatial distribution of total damage compared to per capita income or GDP is a very useful tool for this 
purpose – along with women, children, and the aged, as well as the population that might be involved in 
micro and small enterprises.    
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