Water and Climate Dominate World Economic Forum Risk Report
by Brett Walton
Jan. 13, 2017 – Environmental risks, steadily rising in importance, are recognized as authentic and relentless obstacles to peace, wealth, and health.  That’s according to the World Economic Forum’s global risk report, an annual survey of business, academic, and political leaders.
The report analyzes the strength and likelihood of 30 risks and 13 trends that shape global society.  4 of the 5 environmental risks in the report, all related to climate change and extreme weather, are judged to be large impact and high likelihood threats.
Water crises, deemed a “societal risk” because of their broad reach, ranked 3rd in the high-impact category, the 3rd consecutive year in the top 3.  Harsh droughts last year in India, South Africa, and Vietnam slashed farm production and cut hydropower generation.  Meanwhile, depletion of India’s groundwater reserves could squeeze long-term economic growth and flush rural residents into already jammed cities.  These and other environmental threats to social well-being “are more prominent than ever,” the report states.
“Over the course of the past decade, a cluster of environment-related risks — notably extreme weather events and failure of climate change mitigation and adaptation, as well as water crises — has emerged as a consistently central feature of the risk landscape, strongly interconnected with many other risks, such as conflict and migration,” according to the report.
Environmental threats, the report notes, are occurring in a world being pulled in two: toward greater income inequality and political polarization.  Both trends have the potential to undermine the collective action required to address water and climate challenges.
The rise of environmental risk is a notable development in the report’s 12-year history, says Margareta Drzeniek Hanouz, head of competitiveness and risk at the World Economic Forum.  Oil shocks and volatile asset prices, both high-level concerns in the report’s early years, have been replaced at the top by water crises and extreme weather.  “Economic risks have been overtaken by the need for action on the environmental side,” Drzeniek Hanouz said.
Richard Samans, managing director of the World Economic Forum, noted several “hopeful signs” of action in the last year from politicians and business leaders.  The Paris climate accord, an international commitment to cut carbon emissions, came into effect in November.  An amendment to the Montreal protocol, another international agreement, will phase out HFCs, a powerful greenhouse gas used in refrigerants.  The aviation industry, for its part, agreed to halt carbon emissions growth after 2020.  Financial regulators, meanwhile, discussed guidelines for corporate disclosure of climate risk.
“We’re really finally beginning to move in a serious way,” Samans said.   But he noted that actions to date are still not enough to prevent the planet from potentially catastrophic warming.
Water and environmental risks can cause cascading social, economic, and political challenges, Drzeniek Hanouz explained.  “We see rising migration, due to environmental risk, weather-related events, and climate,” she said.  She cited Internal Displacement Monitoring Center data that found 2/3 of displacements in 2015 were due to natural disasters.
The risks report represents the collective opinion of 745 members of the World Economic Forum and its affiliates.  In recent years, the report has targeted a more diverse set of voices.  Roughly 1 in 5 survey respondents are under the age of 30.  Still, nearly 1/2 of those polled are from Europe and North America and only 36% of respondents who indicated their sex were women.
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