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NFIP REFORM OVERVIEW




NFIP Public Policy Reform Process
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Criteria Weights Analysis

Criterion

The Weighted Criteria

Other

Agencies

Responses were classified
info one of six different
stakeholder groups.

Private
Sector

Final criteria weights were
generated by averaging equally
across stakeholder groups.

Integrated
Weights

Cost of floodis borne by individuals

Individuals incur costs of increased risk

gradually

Assistance is provided fo those who
cannot afford the cost of the flood

Minimize exposure to flood hazards

Maximize natural and beneficial
functions of the floodplain

Efficiency — Maximize the societal
benefit/cost ratio

Administrafive feasibility

Political acceptability

PaTa el

Note: Percentagesmay not add to 100% due to round

inconsistency of the surveyis less than 20% of the
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Developing the Policy Alternatives
ALTERNATIVES ALTERNATIVES POLICY DIRECTION
Current NFIP

NFIP Modified é
Privatization e

Federal

Assistance

Community Based
Insurance
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Phase lll - Qualitative and Quantitative Analysis

+ Scope: Al criteria

Resources for the Future
ormat: Pairwise comparison survey. ° L]
sy B ek ty of Georgia RAND Corporation
R ook S o T _ : ____University of MinnesotaThe Wharton School
NFIP __ Federa
Privati |
zation | Assista

nce

Modifi

QUANTITATIVE EVALL

« Scope: Subsef of criteria amenable to quantification
+ Participants: Keybridge Research: NFIP Reform Working Group
« Format: Criteria-specific analysis to evaluate the relative impact of

each policy opfion on key metrics. Quunma_ﬁve 4

* Method: Partial equilbrium modeling using a variety of publically Evaluation COSt Of F I OOd IS
and privately avaloble datasets, Scorecard

+ Oulput: AQuantitaiive EvaluationScorecard thatincludes a Bo rne by

composite score for each polcy across criteria examined.
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and this is what came out the other side...

Reform is Needed

No One Option Emerges
as Best and "NFIP
Modified” Offers a
Strong Platform for
Reform

Analysis Points to Hybrid
Solution

The Current NFIP has several shortcomings:
= Policies that are subsidized or discounted
» Low penetration in and out of the flood zone
» Inadequate mandatory purchase compliance
= Absence of a means-based assistance

Among the "pure" policy options, no one option clearly emerges as
the best alternative to the status quo as a long term solution.
Each policy option has a unique mix of strengths and weaknesses.
NFIP Modified offers the strongest platform for Reform in the short
and medium term and are already influencing current legislative
discussions.
However, this option shares shortcomings of the current
framework:

» Low participation

» Less-than full risk rates

» Insufficient incentives to mitigate and discourage new

development in the floodplain.

Strong elements from each alternative should be incorporated by
decision-makers to form a hybrid option.

A hybrid policy serves as an effective vehicle for gradually
introducing, testing, and scaling up models that appear promising
in the long term without compromising critical program goals in
the short term.



PHASE 1V: REFORM
RECOMMENDATIONS
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I
Phase IV: Reform Recommendations

STEP 1

Learn from Phase
Il Analysis

STEP 2 STEP 3 STEP 4

Develop Targeted
Reforms in Each
Functional Area

Integrate Targeted
Reforms

Develop
Consensus
Recommendation




The Goals of Reform

Affordable

Catastrophically
Resilient

In Phase IV the NFIP
reform effort articulated
three overarching goals
to shape the reform
recommendations.

Risk
Reducing
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The Goals of Reform

Affordable

Catastrophicglly

In Phase IV the NFIP
reform effort articulated
three overarching goals
to shape the reform
recommendations.

Risk
Reducing
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The Goals of Reform
Affordable

Catastrophically
Resilient

In Phase IV the NFIP
reform effort articulated
three overarching goals
to shape the reform
recommendations.

Risk
Reducing
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The Goals of Reform

Affordable

In Phase IV the NFIP
reform effort articulated
three overarching goals
to shape the reform
recommendations.

Catastrophically =
Resilient /V\ Rlslf
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Targeted Reforms

Affordable .
Targeted reforms in each of

the NFIP’s four interrelated
functional areas will move
the Program toward the
fulfillment of the three
goals.

Means-based
Assistance

Flood
Risk
Mapping
Flood Floodplain
Insurance Management
Catastrophically Risk
Resilient Reducing

7

CPART,
SO
A
£ r (%
2\ == )
2\ S
)
44 ND SEe

14




Consensus Recommendation: Policy Principles

Affordable

& Interactions Finally, interactions &

Catastrophically
Resilient

interdependencies
between the NFIP’s
four functional areas

o %% inable &
S %r% create sustainable
S %%  mutually reinforcing
o & Means-based 5%,
¢e X
* é{ >y Assistance %%Q%, reform.

;oé" & &
Flood
Risk
Mapping °.
< (o
'5" %%
'L‘ b@ AJ'- O‘
§°j Flood Floodplain ‘?‘a&ﬁ
v Insurance Management %
X .
Y Risk
Reducing

Transition to full-risk rates improves risk communication.
Stronger standards and mitigation lowers program'’s future risk

exposure.
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R
Consensus Recommendation Report

* The Reform Worklng A_Roadmap for Reforming the
Group recommendathnS National Flood Insurance Program
will be formalized in a
report

 The solution will be used
to implement internal
policy changes in the
NFIP and help support
future legislation
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