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Making sure that the process set out above is carried out in consultation with communities at risk will 
always give the most accurate – and the most accountable – systems. OA results should be shared 
with at-risk communities, verified, adjusted and, where possible, agreed or at least made available for 
communities to review and critique. Over the years, community-based Disaster Risk Reduction work 
has developed many approaches that can help ensure that processes like that outlined in this guide 
are carried out in participatory ways. This can include hazard transect walks and mapping; identifying 
the impacts of historical events; community consultation meetings; and ensuring the most vulnerable 
are heard. This is especially important when developing the PS as older people tend to have the 
longest timeline of information on past events and their impacts, information that can be critical to 
this kind of exercise.

A list of useful community-based DRR participatory guides can be found here:  
https://www.preventionweb.net/files/48286_48286resource1compendiumoftoolsguid.pdf.

Step 4:  
Verifying the results

Mount Kenya region, Kenya.  
Picture taken for the Two Degrees  
Up project, looking at the impact  
of climate change on agriculture..

© Neil Palmer (CIAT)



VULNERABILITY AND IMPACT MODELLING
The OA results for each livelihood zone or district level can be 
used as a basis for a set of contingency plans, linking to the 
model. The household income gap and likely character can 

then be covered by various intereventions plans, plus 
additional response activities. Providing an evidence base for 

the contingency plan.

MODELLED 
EVENT RETURN 

PERIOD

MODELLED OA 
HOUSEHOLD 

IMPACT

MODELLED 
CONTINGENCY 

PLANNING 
RESPONSE 

COSTS

TOTAL 
FINANCIAL 

REQUIREMENT 
FOR DIFFERENT 

SCENARIOS

1 IN 3 YEAR

1 IN 5 YEAR

PRE-POSITIONING FINANCING
The total amount of funds that would be needed to prevent a 
drop in household income and food availability can be used 

alongside the additional response  costs from the contingency 
planning to identified for each crisis event, what the total 
amount of funding needed to cover o� 100% of the risk to 
people. This allows the identification of what % of risk is 

covered o� by di�erent risk financing instruments and what 
may still be unmet, which can be advocated for.

HEA OUTCOME 
ANALYSIS

Total income gap for each 
severity event and likely 
livelihood and income 

response requirements.

1 IN 10 YEAR 200,000 HH
DEFICIT $15,000,000

10,000 HH
DEFICIT $100,000

100,000 HH
DEFICIT $500,000
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Step 4:  
Verifying the results

The Dashboard results and completed transition tables for each livelihood or administration zone can be 
combined into larger geographical areas.

As previously mentioned, the LIAS is more efficient than the Dashboard for running an Outcome 
Analysis for multiple livelihood zones and districts within zones. Different PS data can be entered for 
different zones and results generated for each specific zone. However, the LIAS is a complex tool that 
demands significant experience to be used effectively; it is therefore important that an HEA expert 
oversees or leads any OA exercise of this kind.

Once the impact data is attached to the hazard models for each area, the model can be run and tested. If 
the hazard model is run on historical years, the areas impacted, and any projected household deficits for 
that event, can be assessed for accuracy. Figure 19 below demonstrates a model run for drought in 2015.

Step 5:  
Scaling the results  
into the Disaster Risk  
Financing system

Impact modelling

You can use the HEA scenario-based results to provide an impact model driven by the hazard or risk 
model. For example, if you are using a drought model with a one in six-year drought event forecast, the 
OA will generate any likely deficit that households will face, including the number of people affected. 
The projected HEA deficits can be the system’s trigger as they provide a clear indication of risk across 
the livelihood zones: They detail the magnitude of the household income gap against the two thresholds; 
they also highlight the geographic areas likely to be most affected and the timing of the deficit.

The triggers can be set at a local livelihood zone level, or a cumulative trigger can be set at a national or 
provincial level based on the results of modelled outcomes across several livelihood zones.
The HEA OA results may be integrated into a model or kept as a separate data set related to the model, 
depending on the financial triggering requirements.

FIGURE 19 HAZARD MODEL EXAMPLE
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Costing a contingency plan for early action or response

The HEA OA for each livelihood zone or district provides an accountable way to begin to build 
contingency plans for different events.

A contingency planning process is not fully outlined in this guide, but supplementary guidance on 
contingency planning is in development.

Data from the Baseline and from the OA (specifically the seasonal or hazard calendars) provides 
information on the various livelihoods, seasonal activities and needs over the months or early response 
period. This can be used to identify appropriate months for early or timely intervention.

The HEA projected monthly deficits identify the point at which households are likely not to be able to 
meet their food or livelihoods needs, thereby indicating when action needs to be taken if losses are to 
be avoided.

It is worth noting that OA results are not the response costs but the projected impacts of the hazard on 
households. The results indicate the amount (cash or kg) that would be needed to fill the projected gap 
at household level, but not other types of interventions, operational costs, etc.

The financial sums required to avoid the projected household deficits should come from the contingency  
planning process, which assesses how best to cover the projected household needs (and enable those 
households to cope). This can include a variety of interventions (not just food or cash distributions) and 
must also consider the operational expenses of the actions identified. 

Example

In the example set out in Table 8, were we to prime the system to trigger funding once 27,000+ 
households were impacted, the system would trigger a fund payment for Area A (30,000 households 
at risk). Alternatively, we might prime the system to trigger an insurance policy payment once a 
$600,000+ deficit had been reached by poor households. In this case, Area B would trigger an 
insurance payment.

How the triggering is set from the hazard model through to the impact HEA OA model is down to 
individual systems.

TABLE 8 TRIGGERING TABLE

		  MODEL 	 OA RESULTS 		  FINANCIAL MECHANISM
		  RESULTS	 NO. HH 	 PROJECTED TOTAL 	 TRIGGERED
				    DEFICIT (CASH) 

AREA A	 1 in 8 year 	 30,000 poor	 Total household 	 Contingency fund
			   households at risk	 gap of $500,000 

			 
AREA B	 1 in 8 year 	 25,000 poor	 Total household 	 Insurance			 
			   households at risk	 gap of $700,000 
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The scenario-based OA will provide the data and evidence to predict the likely nature, severity and 
timing of the household impact. This allows action to be designed that seeks to enable households  
to cope more effectively with the shock – to protect their livelihoods and/or their food consumption. 
The total household deficit – plus additional response action and operational costs – is then used to 
build the contingency planning budget. This should be done for each of the three scenarios.

Early Warning Timeframe Calendar (months, weeks, days)  
– what is the potential length of action timeframe for the hazards?
•	 Potential duration and timing of the hazard and its early warning period.

What do people at risk do to cope or protect themselves across the timeframe?
•	 The HEA baseline provides information on the different wealth groups’ most  
	 common coping strategies. Additional information can be collected to identify  
	 WHEN those coping strategies are normally applied.

Which people are most at risk and when will they need support to avoid the 
forecasted impacts of the crisis, or to be protected from it?
•	 The HEA OA tells us the wealth groups most at risk of the forecasted crisis  
	 (those likely to face deficits), and the timing of the projected deficits.

What can we do to support people; what are the objectives of the response?
•	 The HEA OA tells us the type of deficit that households will likely face, and the  
	 amount of support that will be needed to fill the projected deficits (in cash  
	 and kg). This helps us to know if our objective should be about protecting  
	 households from extreme hunger or protecting livelihoods (or both).

•	 It also tells us what food, income and expenditure sources will be primarily  
	 impacted, which can inform response options.

What are the optimum windows of opportunity to reduce risk?
•	 The HEA OA tells us when the deficits are likely to occur. This is critical to  
	 mapping out the time available (in months) to act early to reduce households’ risk.

1

2

3

4

5

CONTINGENCY  
PLANNING  
FRAMEWORK
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Table 9 below shows a simplified version of an early-action contingency planning tool. Using a calendar 
or crisis timeline, information can be added on the actions people at risk take to cope with the shock 
(depending on the coping capacity available at the time), as can HEA data on the projected timing of 
the deficits. The actions planned by the responders can be added to demonstrate whether the early or 
timely action will be appropriate for the predicted impacts and coping activities (highlighted in pink 
below). Additional actions outside of the demonstrated household needs can also be included. Finally, 
implementation activities and costs can be included across the calendar for preparedness planning. The 
total cost of the response can then be completed.

TABLE 9 CONTINGENCY PLANNING TEMPLATE

ASSESSMENT	 DATA CATEGORY	 MONTHS OR	 BUDGET
AND PLANNING		  EARLY WARNING TIMEFRAME	  

RISKS AND NEEDS	 Seasonal/crisis calendar	 What’s happening and when  

		  Hazard calendar	 What’s happening and when 

		  Coping mechanisms over time 	 What’s happening, where and who 

		  Household impact calendar (based on PS)	 What’s happening, where and who

		  Household OA deficits per calendar month	 When, where and who
		
CONTINGENCY PLANNING FOR EARLY ACTION AND RESPONSE

EARLY OR 	 Household early response	 When, where and who	 ££ 
TIMELY ACTION	 response activities (e.g. cash transfers) 

		  Additional responses	 When, where and who	 ££  
		  outside of the households	

		  Operational implementation & indirect costs	 When, where and who	 ££  

		

				    TOTAL  
				    RESPONSE  
				    COST

 

the shock (depending on the coping capacity available at the time), as can HEA data on the projected 
timing of the deficits. The actions planned by the responders can be added to demonstrate whether 
the early or timely action will be appropriate for the predicted impacts and coping activities 
(highlighted in blue below). Additional actions outside of the demonstrated household needs can also 
be included. Finally, implementation activities and costs can be included across the calendar for 
preparedness planning. The total cost of the response can then be completed. 

Table X title 
 
Figure X shows a simplified application of this contingency planning framework to a drought hazard. 
 

 
 
Figure X title 
 

Assessment 
and 
planning 

Data category Months or early warning timeframe 

Risks and 
needs 

Seasonal/crisis calendar What’s happening and when 

Hazard calendar What’s happening and when 

Coping mechanisms over 
time 

What’s happening, where and who 

Household impact 
calendar (based on PS) 

What’s happening, where and who 

Household OA deficits 
per calendar month 

When, where and who 

Contingency planning for early action and response Budget 

Early or 
timely action 

Household early 
response activities (e.g.  
cash transfers) 

When, where and who ££ 

Additional responses 
outside of the households 

When, where and who ££ 

Operational 
implementation and 
indirect costs 

When, where and who ££ 

   Total 
response 
cost 

FIGURE 17 DROUGHT CONTINGENCY PLANNING EXAMPLE TEMPLATE



VULNERABILITY AND IMPACT MODELLING
The OA results for each livelihood zone or district level can be 
used as a basis for a set of contingency plans, linking to the 
model. The household income gap and likely character can 

then be covered by various intereventions plans, plus 
additional response activities. Providing an evidence base for 

the contingency plan.

MODELLED
 EVENT RETURN 

PERIOD

MODELLED OA 
HOUSEHOLD 

IMPACT

MODELLED 
CONTINGENCY 

PLANNING 
RESPONSE 

COSTS

TOTAL 
FINANCIAL 

REQUIREMENT 
FOR DIFFERENT 

SCENARIOS

CONTINGENCY PLANNING
The OA results for each livelihood zone or district level can 
be used as a basis for a set of contingency plans, linking to 
the model. The household income gap and likely character 
can then be covered by various intereventions plans, plus 

additional response activities. Providing an evidence
 base for the contingency plan.

PRE-POSITIONING FINANCING
The total amount of funds that would be needed to prevent a 
drop in household income and food availability can be used 

alongside the additional response  costs from the contingency 
planning to identified for each crisis event, what the total 
amount of funding needed to cover o� 100% of the risk to 
people. This allows the identification of what % of risk is 

covered o� by di�erent risk financing instruments and what 
may still be unmet, which can be advocated for.

HEA OUTCOME 
ANALYSIS

Total income gap for each 
severity event and likely 
livelihood and income 

response requirements.
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This process calculates – as a total response cost – the response financing required for different  
severity events, and the financial sums the system needs to release to cover the risks of those who 
might be impacted.

The Start Network has developed an Excel-based crisis timeline and disaster risk financing contingency 
planning tool based on the example above, which it continues to iterate. To discuss this and/or the 
integration of the OA results, you can email labs@startnetwork.org.

Financial modelling with donors and financers

Using the calculated household deficits and the corresponding contingency planning budgets for the 
total response, you can run various scenarios based on historical events to assess potential outcomes 
and the response financing required for one or more livelihood zones or districts. This exercise can 
also be carried out with donors or financers (working with actuaries to understand what the likely and 
maximum amounts the system may have to pay out in any one year).

For example, historically, the worst hazard event may have caused a one in 18-year event in ten districts 
and a one in 25-year event in five districts. According to the model, it would have cost $40 million to 
implement a response to protect the population against this risk. By running a range of contingency 
planning scenarios based on the HEA OA, actuaries can allow donors and financial services providers 
to assess different levels of financial risk and liabilities ahead of designing financial instruments or 
allocating support. This is how an insurance company would price their insurance if using risk transfer.
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Everything we just did may not be entirely accurate, but that’s OK! All models, including the HEA OA, 
will be inaccurate to some degree. Combining the OA with a hazard model – whose forecasts also 
contain uncertainty and error – will inevitably mean a result that is less than 100% accurate, but that 
doesn’t mean that the process and its impact are not useful.
 
The aim of the process is to support risk-based decisions made at speed; to facilitate the building of 
contingency plans; and to ensure the efficient release of funding. The OA results also allow a risk profile 
to be developed that enables different financing instruments to align with different severity risks, and 
for the data to be independent (i.e. not influenced by those who might seek to lose or gain). However, 
in order to ensure the correct response, systems need to be put in place to handle the inevitable 
divergence of the modelled forecast impact and the actual outcome.

Once a model has triggered, a system will need to be in place to rapidly verify its results and adjust 
them based on the more extensive live data that will become available as events unfold. A Rapid 
Verification Reassessment (RVA) allows for the hazard model to be quickly assessed against other 
models and data, and for a rapid sense check to take place on the ground to determine that OA results 
make sense. 

An example of the how the picture might change could be that another hazard has impacted people 
earlier in the year and therefore their coping is not what it was modelled to be. In this case, the 
modelled OA would need a sensible adjustment.

As standard practice, an ongoing monitoring and adjustment system should be established by the 
system to allow for: 

	 l	 the adjustment of the contingency plan to an implementation plan, with a budget adjustment
	 l	 the adjustment of the finance to meet the implementation plan.

How the financing is adjusted will be down to individual systems and financial instruments and how they 
manage basis risk operationally and financially.

Making the results live –  
rapid adjustment  
in response operations
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This guide describes the use of HEA OA in the building and development of risk 
financing and FBF systems. However, where systems are already established with their 
own vulnerability and impact methodologies, running an HEA OA as a comparator can 
be a useful exercise to support the existing modelling or to help improve and adjust it.

Using HEA to verify  
other impact modelling

FURTHER INFORMATION

For further advice on using this guide you can contact:

	 Clare Harris - Technical Lead for Disaster Risk Financing, Start Network, clare.harris@startprogrammes.org

	 Laura Swift - Livelihoods and Food Security Adviser, Save the Children L.Swift@savethechildren.org.uk

For specific requests on using or carrying out HEA assessments, please contact:

FEG Consulting – http://foodeconomy.com/contact/

The use of this guide and the methodology will be documented in risk financing and 
FBF systems over the coming two years. These case studies will sit as supplements to 
this guide. The learning from these pilots will also be fed back into the guidance note 
with an update expected in 2021.

What’s next?

http://foodeconomy.com/contact/
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The following detailed guides contain additional details on the HEA Baseline OA and response analysis:

ANNEX 1 
Additional guidance materials

TABLE 9 HEA BASELINE OA AND RESPONSE ANALYSIS

DOCUMENT	 DESCRIPTION	 LINK 

The Practitioners’  
Guide to the Household 
Economy Approach  
(available in French  
and English) 

The HEA Guide for  
Programme Planners  
and Policy-makers 

The HEA  
Dashboard Manual 

The Situation and  
Response Analysis  
Framework (SRAF)

Detailed guidance on carrying out HEA 
assessments that serves as both a refresher 
guide for experienced practitioners, and a 
reference text to accompany formal training 
for new practitioners. 

A detailed overview of HEA and how it is 
implemented in the field and applied for 
different purposes. 

Detailed guidance on how to use the 
Dashboard to carry out the simplified OA. 

An overview of using HEA to develop  
detailed and appropriate contingency 
planning for timely response.

https://www.heacod.org/en-gb/Published%20Reports/ 
The-Practitioners-Guide-to-HEA.pdf 

https://www.heacod.org/en-gb/Published%20Reports/ 
HEA-Guide-for-Policy-Makers.pdf

 https://www.heacod.org/en-gb/Published%20Reports/
HEA%20Dashboard%20Manual.pdf 

https://www.heacod.org/en-gb/Published%20Reports/
SRAF%20Guidance.pdf



The Baseline is broken into three main steps: livelihood zoning, wealth breakdown and quantifying 
livelihood strategies. A brief overview of each step is provided here; for detailed guidance please refer 
to the HEA Practitioners’ Guide.

Livelihood zoning

OVERVIEW: defining geographical areas where households share the same type of livelihood, such as 
cultivating specific kinds of crops.

HEA facilitates household economy analysis by grouping households into livelihood zones. The 
livelihood and geographical options available to households during normal years determine the types 
of shocks that may befall them and how they will cope. A livelihood zone is a geographical area within 
which people share broadly the same patterns of access to food and income, and have the same 
access to markets. The process of defining different livelihood zones relies heavily on key informants. 
Livelihood zones are important because geography (along with wealth) is one of the most important 
factors in determining how households access food and income.

As detailed in the HEA Guide for Programme Planners and Policy-makers, the steps in livelihood zoning are 
usually:

	 l	 a review of available rainfall, agroecological, soil, vegetation and agroeconomic maps
	 l	 an initial workshop (at either national or regional level) to obtain a preliminary map  
		  and zone descriptions, usually with technical staff from relevant line ministries  
		  (e.g. agriculture, livestock, meteorology, natural resources, fishing), NGOs, etc.
	 l	 consultations with key informants at a lower level (either regional or district), and  
		  possibly some village visits, to confirm the map and clarify any outstanding issues
	 l	 a return to the first level to agree any changes with partners and establish a consensus  
		  on the ‘final’ map; a livelihood zone map is always open to change as a result of more  
		  detailed fieldwork and updates, so period updates or confirmation is important, especially  
		  in complex emergencies.

Detailed livelihood zone maps are available on FEWS NET’s website.27 If livelihood zoning has taken 
place for the country for which the HEA analyses will be conducted, implementers may map out their 
own livelihood zone. However, it is strongly recommended that such an exercise is carried out with the 
support of experienced practitioners from FEWS Net28 or the FEG.

ANNEX 2 
The HEA Baseline

27	 http://fews.net/livelihoods.
28	 FEWS Net is a leading famine early warning network (http://fews.net/).
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http://fews.net/livelihoods
http://fews.net/
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Quantification of livelihood strategies

OVERVIEW: summarises and quantifies annual food, cash and expenditure by wealth group.

This information is collected through focus group discussions with each wealth group at each 
interviewed community. Around six to ten households from each wealth group participate in each  
focus group discussion. The data is also inserted into the BSS.

Wealth breakdown

OVERVIEW: the grouping of households based on wealth and assets.

The wealth breakdown exercise identifies households’ capacity to exploit the various food and 
cash income options available to them within their livelihood zone. Wealth breakdown information 
is gathered at community level through key informant interviews. Informants are asked to “break 
down” the community into different wealth groups by identifying the number of groups and their 
corresponding characteristics. The minimum information to be collected for this step is:

	 l	 the proportion of households in each group
	 l	 the typical household size and its dynamics
	 l	 the assets owned and/or accessed by different wealth groups
	 l	 other social characteristics of each group.

The information is then inserted into a Baseline Storage Spreadsheet (BSS).

	 HOUSEHOLD	 PERCENTAGE	 LAND OWNED	 LIVESTOCK
	 SIZE	 OF HOUSEHOLDS 

VERY POOR	 5 - 7 (6)	 30%	 0 - 1 (0.5) Ha	 1 - 3 chickens

POOR	 5 - 7 (6)	 40%	 0.5 - 1.5 (1) Ha	 4 - 8 chickens, 1 - 2 pigs 

MIDDLE	 5 - 7 (6)	 25%	 2 - 5 (3) Ha	 10 - 15 chickens, 3 - 5 pigs 

BETTER OFF	 5 - 7 (6)	 5%	 3 - 7 (5) Ha	 10 - 15 chickens, 5 - 10 pigs, oxen
0

% OF HOUSEHOLDS

6020 40

Save the Children, Oct 2015

TABLE 10 WEALTH BREAKDOWN RESULTS: VANILLA, CLOVE & COCONUT TREE LIVELIHOOD ZONE, SAVA, MADAGASCAR



TABLE 11: XXXXX25

Interviews with district level key informants 

Interviews with community/village  
leaders: eight to 12 villages to be assessed  
per livelihood zone 

Focus group discussions (FGD) with  
representatives from each wealth group:  
one FGD per wealth group per village
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Utilising the HEA Baseline Storage Spreadsheet

The Baseline Storage Spreadsheet (BSS) houses all the information collected through the fieldwork. It 
is an Excel spreadsheet made up of several worksheets where data from the community interviews and 
wealth group discussions is entered and assessed. It performs several functions, including:

	 l	 cross checks data to facilitate post-fieldwork analysis and ensure reliability  
		  of the data, for example:
	 	 l	 calculates total food access
	 	 l	 compares income and expenditure
	 	 l	 cross checks casual labour payments
	 l	 totals food, income and expenditure for each wealth group
	 l	 generates graphics to show visual results of household’s total income.

Data collection

HEA baseline assessments are carried out through interviews at the district and community or  
village level, and then focus group discussions at the household level in eight to 12 villages. Prior  
to the data collection, enumerators must complete either face-to-face training or the online  
baseline training.29 

29	 https://www.heacod.org/en-gb/Pages/OnlineModulesHEA.aspx.
30	 Table adapted from the HEA Guide for Programme Planners and Policy-makers.

TABLE 11 DATA COLLECTION METHODS30

Interviews with district level key informants 

Interviews with community/ village leaders: 
eight to 12 villages to be assessed per 
livelihood zone 

Focus group discussions (FGD) with 
representatives from each wealth group:  
one FGD per wealth group per village

	to develop or refine livelihood zoning
	to select villages for data collection (those deemed “typical”)
	as a courtesy: to inform them of the work to be done
	some information on market systems and prices.

	to gather background information, including on recent or comment  
	 hazards and households’ common responses
	to develop a seasonal calendar
	to carry out a wealth breakdown of the community
	to select households from each wealth group to participate in the focus  
	 group discussions. 

	to gather information on households’ access to food and income,  
	 and their expenditure.

This information is then converted to kcal and compared against each threshold. Each 
food source is calculated by converting each into calorific equivalents; these are expressed 
as a proportion of the minimum caloric needs of the household, taken to be an average 
of 2,100 kcals per person per day. The cash income obtained from different sources, and 
patterns of expenditure, is assessed and quantified, and converted into kcals.

https://www.heacod.org/en-gb/Pages/OnlineModulesHEA.aspx




Filipino rice farmers in Laguna  
province incorporate rice straw,  
a good and abundant source  
of organic material, back in the field.
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