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It Pays to Prepare for Natural Disasters
Research points to the benefits of smarter decisions to reduce flood risk

Overview
Billion-dollar natural disasters are becoming more common in the United States. Since 1980, catastrophes of this
magnitude have affected all 50 states, hitting five to 10 times annually.1 Preventive actions to reduce the costly
cycle of rebuilding and repair are needed now more than ever. There are steps that individuals, communities, and
the federal government can take now to better prepare for and avoid the worst effects of extreme weather—and
reduce costs.
With Hurricane Preparedness Week kicking off on May 7, here is a snapshot of the benefits of investing in
flood preparedness.

Investing in preparedness saves taxpayers money

Every dollar invested in mitigation saves $4

Research by an independent group of experts in 2005 found that for every dollar invested in actions to reduce
disaster losses, the nation saves about $4 in future costs.2 For example, in 2011, Federal Emergency Management
Agency (FEMA) mitigation programs helped communities across the United States prepare for floods by
providing up to $252 million in grants for more than 1,300 properties. FEMA expected these measures would
stave off about $502 million in potential losses for flood programs.3

Homeowners can take action to reduce insurance costs
Figure 1

Raising a House 3 Feet Above the Expected Flood Rise Can Lower
Insurance Premiums by $1,000 a Year
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Note: Base Flood Elevation (BFE) is the height to which water is expected to rise during a catastrophic flood. The underlying rates for these
calculations come from FEMA’s flood insurance manual, Oct. 1, 2012, for a policy on a $250,000 single-family structure (not including
contents) in a high to moderate risk zone.
Source: The City of New York, A Stronger, More Resilient New York (June 11 2013), http://s-media.nyc.gov/agencies/sirr/SIRR_singles_Lo_res.pdf.
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Property owners in high-risk areas can see significant drops in their flood insurance premiums when homes or
utilities are elevated, or flood openings such as vents are installed in the lowest level of the house to reduce water
pressure on walls. Some states and localities offer additional incentives for property protection, including grants
and tax incentives.

Communities benefit from taking proactive measures
Table 1

Communities Rated Highest for Preparedness Receive 45%
Discounts on Insurance Premiums
Class

Discount

Class

Discount

1

45%

6

20%

2

40%

7

15%

3

35%

8

10%

4

30%

9

5%

5

25%

10

---

Source: FEMA, “Community Rating System,” Oct. 1, 2016, https://www.fema.gov/media-library-data/1476294162726-4795edc7fe5cde0c997
bc4389d1265bd/CRS_List_of_Communites_10_01_2016.pdf.
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Communities participating in the National Flood Insurance Program (NFIP) can sign up for a program called the
Community Rating System (CRS). Under the CRS, communities that exceed the NFIP’s minimum standards earn
reduced flood insurance premiums for all property owners in the community. FEMA scores enrolled communities
on their floodplain management, considering factors such as open space preservation, stormwater management,
and levee safety. Through CRS, communities focus on helping properties that already have more than one
insurance claim from flood damage. When a community gets a CRS rating of 1, the highest possible score,
property owners see a 45 percent discount on NFIP premiums. Unfortunately, the program’s participation rate
is low; only about 5 percent of communities enrolled in the NFIP join it.4

While the payoff is clear, the federal government has historically
underinvested in risk reduction
Figure 2

Pre-Disaster Mitigation Spending Decreased From $157 Million in
2005 to $19 Million in 2014
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Note: FEMA Pre-Disaster Mitigation grant spending (millions of dollars)
Source: Government Accountability Office, Federal Disaster Assistance: Federal Departments and Agencies Obligated at Least $277.6 Billion During
Fiscal Years 2005 Through 2014 (September 2016), http://www.gao.gov/assets/680/679977.pdf.
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Of the $277.6 billion that the federal government obligated on disaster assistance from 2005 to 2014, very
little went to reducing communities’ risks before hurricanes and floods hit. Spending on FEMA’s Pre-Disaster
Mitigation (PDM) grant program, the federal government’s main vehicle to help states and local communities
take actions to cut their risk of damage from major storms, dropped from $157 million in 2005 to $19 million
in 2014.
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