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CLIMATE CHANGE: THE FISCAL RISKS FACING THE FEDERAL GOVERNMENT




Higher emissions pathways would also disproportionately affect the health, economic well-being, and quality of life of vulnerable populations—children, older adults, and low-income communities. For example, existing health disparities and other inequities increase vulnerability to climate health impacts like heat waves, degraded air quality, and extreme weather. Low-income families are the most
vulnerable to disruptive events that cause household breadwinners to miss work. And low-income communities are least equipped to manage impacts like flooding.

Well-designed public policies can maximize the net benefits from transitioning to a low-GHG pathway and create and preserve economic opportunities for all Americans.


Understanding the Risk Assessments in this Report

OMB selected five key areas that are clearly vulnerable to climate impacts, have a strong link to the Federal Budget, and for which the scientific and economic literature has produced quantitative modeling of impacts: crop insurance, health care, wildfire suppression, hurricane-related disaster relief, and Federal facility flood risk. In each of these areas, OMB and CEA worked with experts across the Federal Government to leverage the best available quantitative modeling to estimate key effects of climate change and the associated fiscal burden.

Each risk assessment draws either on findings from the best available scientific and economic literature or new analysis that uses existing models and datasets. While the assessments generally compare an unmitigated climate change scenario to a projected reference scenario without further climate change in mid- and late-century, specific climate scenarios, global change models (GCMs), and time periods vary across assessments due to differences in available studies, datasets, and models. As a result, findings are comparable across risk assessments only at the order-of-magnitude scale.

In addition, due to limitations in available models and the uncertainty inherent in projecting several decades into the future, the results of these assessments should be interpreted as indicative of the order of magnitude of potential impacts of climate change on Federal spending in the studied scenarios. Actual impacts will vary depending on a wide range of factors such as population and income growth, policy changes, technological development, changing behavior—including adaptive responses—and the magnitude and pace of further climate change.

Generally, the assessments do not attempt to fully represent the potential for adaptation or policy changes to attenuate fiscal impacts. For example, the Federal facilities assessment does not examine the potential for investments in protective coastal infrastructure to guard against the risk of inundation from sea level rise. The crop insurance assessment assumes farmers will shift crop rotations to maintain profitability in a changing climate, but does not examine the potential for technological advancements to bolster crop resilience to impacts like drought. Adaptation mechanisms like these, while costly, would also reduce the climate impacts that will actually be realized. As such, the results presented in this report are not predictions of the future; instead, they illustrate the magnitude of costs that would be incurred given the set of assumptions that form the scenarios modeled. Each assessment discusses the kinds of adaptation that are represented in the modeling and those that are not.[1]

The assessments are also not comprehensive. Due to modeling limitations, several are missing key risk drivers. For example, the health assessment captures only Federal spending for non-fatal health
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	↑ Similarly, the illustrative estimates of revenue impacts discussed earlier in the overview are drawn from IAMs that incorporate adaptation to varying degrees.
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