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Loss & Damage Mechanism: a contested 

terrain…  
• Establishment of the Warsaw International 

Mechanism for loss and damage (WIM): to 

deal with support for residual climate-

related damages ‘beyond adaptation’ 

• Contested terrain 

– ‘Southern countries’ at risk (such as 

AOSIS) demand climate justice 

– OECD negotiators willing to support 

good risk management, but liability and 

compensation considered red lines 

• L&D endorsed by Paris agreement 

• “3rd pillar of the work under the 

UNFCCC in addition to mitigation and 

adaptation” 

 

 
 

 

 

 

 



IPCC Working Group II, 2014 



Climate change and disaster risk 

 

Hazard  

Intensities, duration and frequencies of 

some hazards changing  (IPCC 2012&14) 

Extreme event attribution in early stages 

(James et al., 2014; Trenberth et al., 2015) 

 

 

Exposure  

Dominating Factor - currently  

(IPCC, 2012&14) 

 

 

 

 

Vulnerability 

Key driver, knowledge gaps, significant 

adaptation deficit (IPCC, 2012) 



Compensatory justice perspective: 

Attribution complex for risks 

James and colleagues, 2015 



   Taking the debate forward in a principled way 

  

• Principle of strict liability cannot yet be applied to 

climate risk  

• Argue for a pragmatic policy approach to the L&D: 

balance between compensatory and distributional 

justice  

– Supporting climate risk management for 

distributional justice: global, national, local 

– Integrate evidence from attribution studies to work 

towards compensatory justice 



Positioning Loss & Damage in the 

climate justice debate 

Capacities&needs Liabilites&rights 



Needs based/distributional perspective  

Methodological elements 

• Identify country-level risk  

 

• Identify country level adaptive capacity: stress-testing 

 

• Risk layering principle:  

– risk reduction for more frequent risks 

– Risk financing and assistance for infrequent risks 

 

• Develop funding mechanism and appropriate delivery 

channels 



Time 

Climate 
change 
impact 

No 
adaptation 

Present Future 

Implemented 
Adaptation  

 

 
Adaptation 
pathways 

Traditional framing 
Adaptation 
pathways 



Climate-
related risk 

Climate risk 
management 

pathways 

Present 
Future Pre-industrial 

Time 
Acceptable 

Risk Space 

Tolerable 

Intolerable 



Climate-
related risk 

Climate risk 
management 

pathways 

Present 
Future Pre-industrial 

Domestic CRM 

Desirable CRM 

Time 

Feasible CRM 

Acceptable 

Risk Space 

Tolerable 

Intolerable 

 Implemented CRM   



Present 
Future Pre-industrial 

Domestic CRM 

Desirable CRM 

Time 

Feasible CRM 

Acceptable 

Risk Space 

Tolerable 

Intolerable 

 Implemented CRM   

Climate-
related risk 

Climate risk 
management 

pathways 



Distributional justice being acted upon, but lack 

of finance for pre-disaster risk management 

 

Prevent: 13% 

Kellet and Caravani, 2013 Disaster–related financing 1991-2010 



Distributional justice 

needs based perspective 

Global disaster risk today GAR-Global Assessment Report, 2015 



Country-level risk 

GAR-Global Assessment Report, 2015 



Portfolios: Layering risk management 

Mechler et al., Nature Climate Change 2014 

Risk prevention 

Insurance 

Government risk bearing 

and compensation 

International support incl. Loss and 

Damage 



Hazard 
Exposure 

People and Assets 
Physical Vulnerability 

1. Direct Risk 
• Produced capital 

• Human capital 

• Environmental capital 

2. Financial Resilience 
• Ex-post sources 

• Ex-ante sources 

3. Fiscal Gap 
Result of an event causing 

losses which exceed a country’s 

ability to cope 

Risk Management 

Economic Risk 

RPV’s Catastrophe Simulation Model  

CATSIM 

Loss Exceedance Distribution 

Fiscal Resilience 
 

Ex Post examples: 

• Diversion from budget 

• International borrowing 

• Aid 

Ex Ante examples: 

• Reserve funds 

• Sovereign insurance 

 

 



Distributional justice 

Capacity & Needs 

IIASA for GAR, 2015 

Hochrainer-Stigler et al., Global Environmental Change, 2014 

• Compensating all countries for 

loss and damage beyond their 

coping capacity 

•  ~ USD 10 billion annually 

 

• Increasing over time 

 

• Signal for mitigation challenge 

 

Stress testing for 1-in-100 year events 



Country perspective  

Projecting risks: Bangladesh 
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Country perspective  

Projecting risks: Bangladesh 
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Country perspective  

Projecting risks: Bangladesh 



Climate risk layering 

Example Bangladesh 

 

 

Layering risk management Risk layers with climate change  

(B1 scenario and no additional risk reduction)  

Risk prevention 

Insurance 

Government risk bearing 
and compensation 

Loss and Damage? 

Based on Mechler and Bouwer, Climatic Change, 2015 



Funding perspective: What and how to 

support coping with L&D risk? 

• Regional and national level: Risk pooling and 

financing- Sovereign insurance and regional pools:  

  Caribbean, Pacific, Africa 

 

• National to community level: Public-private  

partnerships for comprehensive risk reduction: 

National funds to bolster community-level risk 

management partnerships (Peru) 



Example Peru 

• Devolution of DRR: 

National-local 

 

• $ 100 Million Fund to 

support disaster risk 

management 

 

• Strong-community-led 

partnerships emerging 

(Flood Resilience Alliance) 

 

 



Discussion points 

• Framing: Adaptation vs. Loss & Damage - 

distinction with practical relevance? 

 

• Politics: Can approach help to overcome the red 

lines? 

 

• Financing L&D: How to arrange and what are 

sources? 
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