
1	
	

Submission	on	the	type	and	nature	of	actions	to	address	loss	and	
damage	for	which	finance	may	be	required	
	
	
Reinhard	Mechler,	Thomas	Schinko,	JoAnne	Linnerooth-Bayer	(IIASA),	Colin	McQuistan	and	
Marc	van	den	Homberg	(Practical	Action),	Laura	Schäfer	and	Sönke	Kreft	(MCII),	Ilan	Noy	
(Victoria	University)	for	the	Loss	and	Damage	Network	

	
February,	15,	2018	
	
	
The	 Loss	 and	 Damage	 Network	 brings	 together	 researchers	 and	 practitioners	 from	 more	 than	 20	
institutions	to	inform	the	Loss	and	Damage	debate.	The	objectives	of	the	network	are	to	
	
• Support	the	science-policy	dialogue	on	the	WIM;	
• Identify	practical	and	evidence-based	policy	and	implementation	options	for	its	operationalization;	
• Articulate	principles	and	definitions	of	Loss	and	Damage;	
• Develop	and	support	understanding	for	appropriate	methods	and	tools;	
• Highlight	ethical	and	normative	issues	central	to	the	discourse;	
• Inform	the	broad	debate	by	offering	multiple	perspectives.	
	
As	 a	 first	 comprehensive	 joint	 product,	 a	 review	 book	 is	 forthcoming	 in	 spring	 2018,1	 which	 provides	
broad	 insight	 on	 the	 Loss	 and	 Damage	 discourse	 by	 highlighting	 state-of-the-art	 research	 and	 policy	
linked	 to	 this	 discourse	 and	 articulating	 its	 multiple	 concepts,	 principles	 and	 methods.	 Written	 by	
leading	researchers	and	practitioners,	it	identifies	practical	and	evidence-based	policy	options	to	inform	
the	discourse	and	climate	negotiations.	
	
	
	
	
	
	

	
	 	

																																																													
1	Mechler,R.,	Bouwer,	L.,	Schinko,	T.,Surminski,	S.	Linnerooth-Bayer,	J.	(eds.)		(2018).	Loss	and	Damage	from	
Climate	Change.	Concepts,	Methods	and	Policy	Options.	Springer.	
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Introduction	
The	call	for	submissions	asks	for	input	on	the	type	and	nature	of	actions	to	address	loss	and	damage	
for	 which	 finance	 may	 be	 required.	 Building	 on	 some	 of	 the	 evidence-based	 and	 policy-relevant	
findings	of	the	forthcoming	book,	our	input	proposes	to		
	
1. Build	on	comprehensive	risk	analysis	for	identifying	a	distinct	Loss	and	Damage	action	space.	
2. Invest	 in	understanding	 the	overlap	and	cross-over	with	adaptation	and	disaster	 risk	 reduction	

including	a	role	for	technology.	
3. Consider	how	insurance	mechanisms	will	require	public	or	other	support	if	they	are	to	meet	the	

prevention	and	cure	aspirations	of	WIM.	
4. Consider	supporting	insurance	as	a	navigational	tool	around	adaptation	frontiers.	
5. Consider	supporting	the	establishment	of	national	mechanisms	to	address	loss	and	damage.	
	
The	suggestions	are	indicative	of	possible	actions	and	mostly	address	sudden-onset	climate-risks.	
	
1.	Build	on	comprehensive	risk	analysis	for	identifying	a	distinct	Loss	and	Damage	action	space	
	
Comprehensive	 risk	 analysis	 provides	 an	 entry	 point	 for	 identifying	 efficient	 and	 acceptable	 policy	
options	and	actions	with	the	support	of	finance.	Providing	a	strong	analytical	basis,	the	IPCC	in	its	5th	
assessment	 report	 developed	 a	 climate	 risk	 management	 approach,	 which	 succinctly	 summarises	
climate	risks	and	the	potential	(as	well	as	the	 limits)	 for	adaptation	for	the	present	as	well	as	near-
term	(2030-2040)	and	long–term	(2080-2100)	future.	For	example,	Figure	1	visualizes	risks	from	sea	
level	 rise	 and	 high-water	 events	 as	well	 as	 the	 corresponding	 adaptation	 potential	 in	 Small	 Island	
States.	Building	on	identifying	the	key	hazard	drivers,	sea	level	rise	and	cyclones	interacting	with	high	
tide	 events,	 it	 finds	 the	 level	 of	 risk,	 essentially	 for	 coastal	 flooding,	 to	 currently	 be	 at	 medium	
confidence	 levels	 and	 increasing	 with	 future	 warming	 to	 very	 high	 levels,	 particularly	 for	 the	 4°C	
warming	 scenario.	While	 the	 risk	bar,	which	 is	 the	product	of	 the	 IPCC’s	meta-analysis	of	 available	
literature	on	 climate-related	 risks	 in	 SIDS,	 shows	overall	 risk	 (given	adaptation	actions	 taken),	 this	
visualization	 also	 teases	 out	 the	 potential	 for	 additional	 adaptation	 efforts	 in	 terms	 of	 further	
reducing	risk.		

	
Figure	1:	Risk	from	sea	level	rise	and	high-water	events	and	adaptation	potential	in	Small	Island	States.	
Source:	Nurse	et	al.	(2014)	
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As	 one	 element	 of	 comprehensive	 risk	 analysis,	 the	 concept	 and	 practice	 of	 risk	 layering	 has	 seen	
increasing	attention	and	 can	be	used	 to	 identify	possible	 actions	on	 climate	 risk	management.	Risk	
layering	involves	segmenting	risk	from	sudden-onset	events	(such	as	from	flooding)	into	acceptable,	
tolerable	and	intolerable	layers	and	allocating	roles	and	responsibilities	to	reduce,	finance	or	accept	
risks.	Risk	layering,	which	is	context-specific,	can	help	to	differentiate	between	distinct	levels	of	risk	
organized	around	return	periods	(the	inverse	being	probability)	and	degree	of	stress	imposed	by	risk.		
	
Risk	layering	is	a	concept	underlying	many	areas	of	risk	policy,	especially	agricultural	and	insurance	
risk	management.	This	approach	can	reveal	risk	management	options	that	are	differentially	effective	
for	low,	medium	and	high	probability	events	as	well	as	tailored	to	different	risk	bearing	capacities	of	
communities,	 governments	 and	 international	 organizations.	 Such	 nuanced	 understanding	 of	 risk	
management	can	also	be	helpful	in	identifying	risks	that	are	‘beyond	adaptation.’		
	

Figure	2	visualises	the	concept	for	risks	(such	as	from	flooding)	from	high	frequency/low	impact	to	
low	frequency/high	impact.	Risk	layers	would	be	segmented	as	follows:	
• For	frequent,	low-consequence	risk,	for	which	risk	reduction	is	typically	the	preferred	adaptation	

option,	 benefit-cost	 analyses	 have	 shown	 great	 potential	 for	 reducing	 risks	 at	 this	 lower	 level	
(examples	 are	 actions	 such	 as	 physical	 flood	 risk	 protection,	 livelihood	 diversification	
mainstreaming	 risk	 management	 into	 development,	 land	 use	 planning,	 catchment	 and	 other	
ecosystem	management);	

• For	medium-layer	 risks	 risk	 reduction	 can	 be	 combined	with	market	 insurance	 and	 other	 risk-
financing	instruments	that	transfer	residual	risk;		

• For	rare,	catastrophic	events	public	and	international	assistance	will	be	necessary	if	critical	stress	
thresholds	 are	 passed	 (sovereign	 insurance,	 	 catastrophe	 bonds,	 intergovernmental	 risk	 pools,	
and	contingent	loans);		

• Finally,	 for	 a	 very	 high-level	 risk	 layer	 even	 the	 capacity	 of	 international	 aid	 agencies	 can	 be	
exceeded,	 strongly	 underlining	 the	 need	 for	 ratcheting	 up	 mitigation	 in	 line	 with	 the	 Paris	
ambition.		

	

	
Figure	2:	Conceptualising	risk	layering.	Source:	Adapted	by	Schinko	et	al.,	2018	
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Risk	 layering	 can	help	 to	 address	 the	 challenges	 involving	efficiency	and	equity	 as	well	 as	process-
based	 concerns	 that	 arise	 from	 the	Warsaw	mechanism.	 A	 risk	 layer	 approach	may	 be	 helpful	 for	
providing	targeted	support	to	highly	exposed	and	vulnerable	communities	and	countries	in	two	ways:	
First,	 as	 support	 for	 enhancing	 the	 uptake	 of	 risk	management.	 Of	 the	 USD	 91	 billion	 allocated	 to	
disaster-related	activities	from	official	development	assistance	over	the	last	three	decades	only	about	
4%	was	 invested	 into	 pre-event	 risk	management,	 while	 the	 bulk	went	 into	 ex-post	 response	 and	
relief.	 	 Second,	 as	 finance	 for	 absorbing	 losses	 and	 damages	 that	 go	 beyond	 stress	 thresholds	 and	
beyond	 adaptation	 for	 which	 the	 international	 community	 may	 provide	 support	 to	 vulnerable	
countries	for	transferring	their	high-risk	layers	linked	to	requirements	for	risk	reduction.		
	
The	 options	 space	 for	 Loss&Damage	 may	 thus	 be	 determined	 as	 follows:	 (i)	 with	 climate	 change	
amplifying	 risks,	 transformative	 risk	 management	 actions	 need	 to	 be	 given	 attention	 to	 push	 risks	
down	 from	 intolerable	 to	 tolerable	 levels	 complementing	 disaster	 risk	 reduction	 and	 climate	
adaptation;	(ii)	when	technically	and	socioeconomically	feasible	risk	reduction	becomes	limited	over	
time	with	 risk	 increasing,	 e.g.	 due	 to	 sea	 level	 rise	 foreclosing	 development	 opportunities,	 curative	
options	need	to	see	attention	(see	also		discussion	on	insurance	further	below).		
	
Source	and	further	information	
Schinko,	T.,	Mechler,	R.,	Hochrainer-Stigler,	S.	(2018).	The	risk	and	policy	space	for	Loss	and	Damage:	
Integrating	 notions	 of	 distributive	 and	 compensatory	 justice	 with	 comprehensive	 climate	 risk	
management.	In:	Mechler,R.,	Bouwer,	L.,	Schinko,	T.,Surminski,	S.	Linnerooth-Bayer,	J.	(eds.)		Loss	and	
Damage	from	Climate	Change.	Concepts,	Methods	and	Policy	Options.	Springer.	
	
	
2.	 Invest	 in	understanding	overlap	and	 cross-over	with	adaptation	and	disaster	 risk	 reduction	
and	a	role	for	technology	
	
Better	 understanding	 the	 interlinkages	 between	 disaster	 risk	 reduction	 and	 adaptation	 as	 well	 as	
Loss&Damage	actions	and	options	enables	calculations	of	the	benefits	 in	terms	of	reducing	loss	and	
damage	as	a	result	of	greater	investment	in	technologies	reducing	risk	versus	absorbing	risks.		Figure	
3	 shows	 how	 climate	 change	 and	 climate	 variability	 result	 in	 loss	 and	 damage.	 These	 risks	 can	 be	
reduced,	 retained,	 transferred	 or	 addressed	 through	 climate	 action.	 There	 are	 three	 major	 global	
agreements	which	guide	climate	actions	and	priorities	in	addressing	climate	risks	to	different	extents:	
The	Paris	Agreement	on	Climate	Action,	the	Sendai	Framework	for	Disaster	Risk	Reduction	(Sendai)	
and	the	Sustainable	Development	Goals	(SDG),	all	agreed	in	2015.	The	Paris	Agreement	distinguishes	
three	pillars	of	climate	action:	mitigation,	adaptation	and	L&D.	Mitigation	will	reduce	loss	and	damage	
by	 slowing	 down	 climate	 change.	 Adaptation	will	 reduce	 risks	 -	 but	 without	 changing	 the	 level	 of	
climate	change-	and	will	result	in	avoided	loss	and	damage.	The	L&D	pillar	addresses	loss	and	damage	
as	 it	 occurs;	 loss	 and	 damage	 that	 mitigation	 failed	 to	 reduce	 and	 that	 was	 beyond	 the	 scope	 of	
adaptation.	 Climate	 risk	management	 (CRM),	 is	 an	 integration	 of	 traditional	 approaches	 of	 climate	
change	adaptation	(CCA)	and	disaster	risk	reduction	(DRR),	as	well	as	transformational	actions,	and	
aims	 to	 provide	 stakeholders	with	 relevant	 decision-support	 information	 and	 tools	 to	 face	 climate	
risks.	Comprehensive	risk	management	 is	used	as	a	broader	 term	that	 includes	all	actions	aimed	at	
reducing	risk	regardless	of	cause.		
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Figure	3:	Overview	of	the	relationship	of	loss	and	damage	to	the	three	pillars	of	climate	action	and	key	
global	agreements	(Sendai	and	SDG).	Source:	van	den	Homberg	and	McQuistan,	2018	
	
Technology	plays	 a	 critical	 role	 in	 our	 ability	 to	 reduce,	 retain	or	 transfer	 climate	 risk	 for	 loss	 and	
damage	or	address	impacts	once	they	have	occurred.	Climate	risk	disproportionally	impacts	the	most	
vulnerable,	whereas	they	have	contributed	historically	the	least	to	anthropogenic	climate	change	and	
have	restricted	access	to	the	technology	they	need.		
	
Given	an	absence	of	considering	technology	explicitly	in	the	debate,	the	Executive	Committee	for	the	
Warsaw	 International	 Mechanism	 on	 L&D	 may	 include	 an	 inventory	 of	 how	 technologies	 shape	
climate	risks	in	both	developing	and	developed	countries.			Figure	4	lays	out	a	framework	for	doing	so	
and	puts	center	stage	two	repositories	that	each	relate	impacts	and	risks	to	technology	and	its	three	
components,	hardware,	software	and	orgware.	One	repository	is	an	inventory	of	technologies	used	to	
address	impacts	and	risks;	the	other	repository	is	a	target	list;	those	technologies	planned	to	address	
risk.	 Several	 repositories	 of	 technology	 are	 available	 that	 aim	 at	 connecting	 and	matching	 users	 to	
technologies.2	 These	 kinds	 of	 repositories	 can	 be	 used	 by	 practitioners,	 to	 select	 socially	 and	
environmentally	sound	 technologies	 that	match	 the	needs	of	 the	poor	and	vulnerable/marginalized	
groups.		Such	a	reporting	framework	may	provide	an	evidence	base	that	can	be	used	in	the	policy	and	
funding	debate	around	climate	change,	as	well	as	for	DRR	and	development.	
	
	

																																																													
2	For	example,	the	ClimateTechWiki	offers	detailed	information	on	several	of	the	mitigation	and	adaptation	technologies.	It	is	a	platform	for	
a	wide	range	of	stakeholders	in	developed	and	developing	countries	who	are	involved	in	technology	transfer	and	the	wider	context	of	low	
emission	and	low	vulnerability	development.	The	Technology	Needs	Assessment	Database	is	complementary	with	factsheets	on	several	
technologies.	IEEE	Engineering	for	Change	created	an	online,	decision-aid	platform	where	users	can	search	and	compare	technology-based	
solutions.	The	Flood	Resilience	Portal	(www.floodresilience.net)	is	an	online	knowledge-sharing	space	that	offers	practical	solutions	to	
address	the	risks	of	flooding.	And	the	UN	is	cooperating	with	the	Global	Innovation	Exchange.	
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Figure	 4:	 Framework	 for	 Technology	 to	 address	 Loss	 and	 Damage	 and	 contribute	 to	 climate	 justice.	
Source:	van	den	Homberg	and	McQuistan,	2018	
	
	
Source	and	further	information	
van	den	Homberg,	M.	and	C.	McQuistan	(2018).	Technology	for	Climate	Justice:	A	Reporting	
Framework	for	Loss	and	Damage	as	part	of	Key	Global	Agreements.	In:	Mechler,R.,	Bouwer,	L.,	
Schinko,	T.,Surminski,	S.	Linnerooth-Bayer,	J.	(eds.)		Loss	and	Damage	from	Climate	Change.	Concepts,	
Methods	and	Policy	Options.	Springer.	

	
3.	 Insurance	 mechanisms	 will	 require	 public	 or	 other	 support	 if	 they	 are	 to	 meet	 the	
prevention	and	cure	aspirations	of	the	WIM		
	
Insurance	 instruments	have	received	a	great	deal	of	attention	 for	serving	as	a	 response	 to	 loss	and	
damage	from	weather	extremes	in	developing	countries,	and	are	viewed	as	holding	potential	to	serve	
the	 intentions	of	 the	WIM	and	Paris	Agreement;	yet,	 insurance	 instruments	based	on	the	 ‘mutuality	
principle’	 (premiums	 reflect	 risk)	 will	 fall	 short	 of	 meeting	 the	 ‘preventative’	 and	 ‘curative’	
aspirations	underlying	 the	WIM	and	Paris	Agreement.	Alternatively,	 insurance	 that	 is	 based	on	 the	
‘solidarity	principle’	and	accompanied	by	significant	outside	intervention	can	be	designed	to	support	
WIM	objectives.		
	
Financial	risk-transfer	instruments,	such	as	micro-	and	sovereign	insurance,	catastrophe	bonds,	risk	
pools	 and	 related	 mechanisms,	 are	 tools	 to	 manage	 the	 risks	 of	 extreme	 weather.	 They	 offer	 risk	
spreading	 over	 space	 and	 time;	 risk	 smoothing;	 faster	 and	more	 efficient	 reconstruction;	 certainty	
about	 post-disaster	 support;	 and	 reducing	 immediate	 welfare	 losses	 and	 consumption	 reductions.		
These	 benefits	 of	 risk-transfer,	 especially	 insurance,	 can	 come	 at	 a	 high	 cost.	 Not	 surprising,	 their	
application	is	uneven	across	the	developing	and	developed	world.	In	general	terms	the	penetration	of	
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insurance	cover,	and	risk-transfer	more	generally,	is	determined	by	income	levels	-	with	insurance	in	
most	low-income	and	middle-income	countries	still	in	its	infancy.	
	
Our	analysis	examines	insurance	instruments	for	their	role	in	meeting	the	curative	and	preventative	
aspirations	 for	 the	 WIM	 -	 equitably	 compensating	 for	 residual	 climate-attributed	 impacts	 and	
providing	 strong	 incentives	or	directives	 for	 reducing	 risks.	A	main	message	 from	 the	discussion	 is	
that	 absent	 significant	 intervention	 in	 their	 design	 and	 implementation,	 insurance	 mechanisms	 as	
currently	 implemented	 will	 likely	 fall	 short	 of	 fully	 meeting	 WIM	 aspirations	 as	 (differently)	
expressed	by	developed	and	developing	country	Parties.	This	message	 is	detailed	 in	Table	1,	which	
provides	the	mechanisms	by	which	insurance	can	in	principle	support	WIM	responses.		
	
Table	1:	An	overview	of	the	preventative	and	curative	functions	of	climate	risk	insurance		
Function	
	

	

Mechanism	 (in	
theory)	

Evidence	(in	reality)	 Main	message	for	the	L&D	
deliberations	

	
	
	
Preventative	

Insurance	 provides	
incentives	 and	
prescriptions	 to	
reduce	risks	by:	
-	 setting	 premiums	 to	
reflect	risk,		
-	 providing	
information	 on	 risks	
and	 their	 reduction,	
and	
-	 making	 use	 of	
deductibles	 and	
warranties.	

Experience	 with	 private	 	 flood	
insurance	 in	 developed	 countries	
shows	 limited	 evidence	 of	 these	
measures;		
	
Moral	 hazard	 can	 be	 a	 dominating	
factor	in	indemnity-based	insurance	
systems,	 but	 is	 avoided	 in	
parametric	systems.	

Changes	 in	 institutional	
design	 and	 regulation	 of	
insurance	may	be	necessary	
for	 insurance	 to	 contribute	
significantly	 to	 prevention.	
Public	 insurance	 programs	
appear	 to	 have	 a	 better	
record	 for	 preventing	
losses.	
	
Lessons	 can	 be	 learned	
from	 some	 exemplary	
insurance	 and	 micro-
insurance	 projects,	 namely	
the	 R4	 and	 ARC	 micro-
insurance	 and	 regional	
pools,	respectively.	

Timely	 insurance	
payments	 help	 avoid	
follow-on	 loss	 and	
damage.	

There	is	good	evidence	from	micro-
insurance	 and	 regional	 insurance	
pools.	

For	 reducing	 indirect	
(downstream)	 impacts,	
insurance	 may	 be	
advantageous	 compared	 to	
less-timely		forms	of	relief.	

Curative	
	

Insurance	 provides	
post-disaster	 payouts	
(reimbursement)		

If	 based	 on	 the	mutuality	 principle,	
insurance	 lacks	any	reimbursement	
from	 those	 outside	 the	 insurance	
pool	 and	 thus	 does	 not	 serve	 as	 a	
loss	 and	 damage	 compensation	
measure.	 Alternatively,	 insurance	
can	 fulfil	 the	 compensation	
(curative)	 WIM	 aspiration	 by	
invoking	the	solidarity	principle	(as	
with	most	 regional	 insurance	 pools	
and	 micro-insurance	 programs)	 or	
the	accountability	principle	(as	with	
the	 proposed	 extension	 of	 the	 ARC	
regional	pool).	
	

The	 L&D	 deliberations	 are	
an	 opportunity	 to	 ‘nudge’	
the	 narrative	 underlying	
international	 support	 for	
pro-poor	 insurance	
instruments	 from	
‘solidarity’	 (humanitarian	
aid)	to	accountability.		

Source:	Linnerooth-Bayer	et	al.,	2018	
	
In	 terms	 of	 preventative	 aspirations,	 recent	 evidence	 shows	 that	 with	 some	 important	 exceptions	
indemnity-	and	parametric-based	 insurance	programs	(mainly	public-private	partnerships),	beyond	
pricing	 risk	 and	 reducing	moral	 hazard,	 have	 few	 explicit	 incentives	 or	 requirements	 for	 reducing	
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risk,	even	if	their	potential	is	promising.	Reforming	insurance	programs	to	better	prevent	losses	can	
build	on	recent	successful	experiences,	particularly	evidence	of	significant	risk-reduction	activities	on	
the	 part	 of	 public	 insurers	 compared	 to	 their	 private	 insurer	 counterparts,	 and	 innovations	 and	
developments	in	risk	pricing	and	engineering,	along	with	more	targeted	use	of	limits,	deductibles	and	
warranties.	Still,	as	we	witness	in	wealthy	countries,	progress	will	be	slow	and	patchy	without	public	
and	 private	 commitment	 to	 shaping	 insurance	 systems	 such	 that	 they	 foster	 practices	 that	 lead	 to	
investment	in	disaster	risk	reduction	practices	
	
The	 curative	 aspirations	 are	 not	 standardly	 met	 by	 insurance,	 which	 is	 based	 on	 the	 principle	 of	
mutuality	 (a	 risk	 pool	 where	 premiums	 reflect	 risk).	 Insurance	 unless	 subsidized	 or	 otherwise	
supported,	does	not	share	risk	beyond	the	at-risk	 insured	community.	 	Mutuality,	however,	 is	not	a	
feature	 of	 most	 innovative	 micro-insurance	 and	 regional	 insurance	 pools	 that	 receive	 substantial	
support	 from	 the	 international	 community	 and	 support	 has	 been	 extended	 based	 on	 solidarity,	
consistent	with	the	humanitarian	principles	underlying	development	assistance.		
	
A	 challenge	 with	 the	 solidarity	 principle,	 which	 features	 subsidies	 and	 other	 support	 to	 reduce	
premiums,	 is	 its	 failure	 to	 incentivize	 policyholders	 to	 reduce	 their	 risk.	 In	meeting	 this	 challenge,	
international	financial	institutions,	development	agencies	and	other	donors	will	need	to	reconcile	the	
contending	equity	and	preventative	objectives	in	their	support	of	climate	insurance	programs.	
	
This	 is	 foremost	 a	 challenge	 in	 designing	 “smart”	 insurance	 programs	 that	 are	 equitable	 in	
transferring	 funds	from	wealthy	nations	to	compensate	 for	Loss&Damage	beyond	adaptation	(cure)	
and	at	the	same	time	reduce	risk	(prevention).	Success	stories	for	insurance	instruments	serving	the	
poor,	the	African	R4	micro-insurance	program	and	the	African	Risk	Capacity	(ARC)	regional	insurance	
pool,	go	a	long	way	in	combining	these	goals.	Neither	is	a	commercial	insurance	enterprise;	neither	is	
characterized	 by	 risk-based	 premiums	 underlying	 the	 principle	 of	 mutuality;	 and	 both	 are	 highly	
subsidized.	The	R4	program	 is	 closely	 integrated	with	public	 safety	net	programs,	and	 the	ARC	can	
attribute	 its	 success	 largely	 to	 its	 required	 disbursement	 plans.	 ARC's	 proposed	 Extreme	 Climate	
Facility	may	additionally	bring	in	accountability	through	increased	capitalisation	as	a	consequence	of	
triggers	linked	to	climate	attribution.	
	
Source	and	further	information	
Linnerooth-Bayer,	J.,	Surminski,	S.,	Bouwer,	L.M.,	Noy,	I.,	Mechler,	R.	(2018).	Insurance		as	a	Response	
to	Loss	and	Damage?	 In:	Mechler,R.,	Bouwer,	L.,	Schinko,	T.,Surminski,	S.	Linnerooth-Bayer,	 J.	 (eds.)		
Loss	and	Damage	from	Climate	Change.	Concepts,	Methods	and	Policy	Options.	Springer	
	
4.	Consider	supporting	insurance	as	a	navigational	tool	around	adaptation	frontiers	
	
In	light	of	the	above	discussion,	insurance	can	be	innovatively	be	used	as	a	tool	to	explore	and	manage	
adaptation	 frontiers.	 Specifically,	 insurance	 can	 be	 used	 as	 a	 navigational	 tool	 around	 adaptation	
frontiers	 in	 three	ways	 (figure	 5):	 Firstly,	 by	 facilitating	 the	 exploration	 of	 adaptation	 frontiers	 by	
contributing	 to	a	 framework	 for	signalling	 the	magnitude,	 location,	and	exposure	 to	climate-related	
risks	and	providing	signals	when	adaptation	limits	are	approached	(insurance	premiums	are	a	good	
example	of	a	price	signal).	Secondly,	by	supporting	actors	in	moving	away	from	adaptation	limits	by	
improving	ex-ante	decision	making,	incentivizing	risk	reduction	and	creating	a	space	of	certainty	for	
climate	 resilient	 development	 (e.g.,	 by	providing	 financial	 certainty	 that	 enables	more	 investment).	
Thirdly,	by	aiding	actors	in	remaining	in	the	tolerable	risk	space	by	facilitating	financial	buffering	as	
part	of	contingency	planning	approaches.			
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Figure	5.	The	role	of	insurance	in	managing	adaptation	frontiers.	Source:	Schaefer	et	al.,	2018	
	
However,	we	also	find	that	 insurance	in	market	terms	against	the	risks	of	climate	change	possesses	
several	limitations.	We	therefore	suggest	the	embedding	of	insurance	in	a	comprehensive	climate	risk	
management	 approach	 accompanied	 by	 other	 risk	 reduction	 and	 management	 strategies	 as	 key	
principle	for	any	international	cooperation	approach	to	respond	to	climate	change	impacts.	
	
Source	and	further	information	
Schäfer,	L.,	Warner,	K.	and	S.	Kreft	(2018).	Exploring	and	managing	adaptation	frontiers	with	climate	
risk	 insurance.	 In:	Mechler,R.,	 Bouwer,	 L.,	 Schinko,	T.,Surminski,	 S.	 Linnerooth-Bayer,	 J.	 (eds.)	 	 Loss	
and	Damage	from	Climate	Change.	Concepts,	Methods	and	Policy	Options.	Springer	
	
	
4.	Consider	supporting	the	establishment	of	national	mechanisms	to	address	loss	and	damage	
(Example	of	Bangladesh)	
	
Insurance	is	pre-arranged	reimbursement	for	losses.	Post-event	reimbursement	may	be	organised	via	
dedicated	 pools,	 which	 many	 countries	 have	 been	 using	 for	 supporting	 relief,	 recovery	 and	
reconstruction	 from	 disasters.	 	 As	 one	 example,	 Bangladesh,	 a	 highly	 vulnerable	 country	 facing	
significant	 climate-related	 losses	 and	damages,	 is	 currently	 considering	 to	 use	 such	 set-ups	 for	 the	
context	of	climate	change.	It	is	putting	its	domestic	resources	and	expertise	together	to	respond	in	a	
way	 that	 looks	 ahead	 and	 beyond	 the	 conventional	 responses	 to	 climate	 change.	 The	 effort	 being	
made	 is	 to	 establish	 a	 national	 mechanism	 to	 address	 climate	 loss	 and	 damage	 that	 builds	 upon	
existing	institutions,	mechanisms	and	frameworks.	It	is	an	example	of	collaboration	across	ministries,	
departments	 and	 a	 break	 away	 from	 working	 in	 silos	 (see	 figure	 6).	 The	 work	 involves	 taking	 a	
systematic	approach	to	understanding	the	different	perspectives	of	relevant	stakeholders,	where	the	
gaps	 lie	 in	 crafting	 a	 system	 to	 address	 the	 gaps	 for	 a	 stronger	 response	 to	 loss	 and	 damage	 from	
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Functions	

• A	 framework	 for	 enhancing	 understanding	 and	 knowledge	 related	 to	
climate	impacts,	vulnerabilities	and	loss	and	damage;				

• The	tools	and	methodologies	for	comprehensive	risk	assessment;	
Nationally	appropriate	approaches	of	comprehensive	risk	management,	
including	risk	reduction,	risk	retention	and	risk	transfer	etc.;		

• The	approaches	for	addressing	residual	loss	and	damage,	including	
permanent	and	irreversible	loss	and	damage;		

• A	framework	for	developing	early	warning	systems	and	emergency	
preparedness;	

• Financial	instruments	to	facilitate	works	related	to	loss	and	damage;		
• Nationally	appropriate	technologies	and	to	facilitate	to	access	global	

technologies;			
• Capacity	building	framework;	
• A	framework	for	enhancing	resilience	of	communities,	livelihoods	and	

ecosystems;	
• Nationally	appropriate	specific	approaches	to	address	loss	and	damage	

associated	with	slow	onset	events;	
• Nationally	appropriate	specific	approaches	to	address	non-economic	loss	

and	damage;	
• A	clearing	house	for	data	and	information;	
• A	framework	for	facilitating	research	and	study	on	loss	and	damage;	
• Policies,	plans,	legislations	and	institutions	for	migration	and	displacement	

and	to	collaborate	with	regional	and	international	efforts;	
• Sectoral	policies,	plans,	legislations	and	institutions	to	mainstream	loss	

and	damage;		
• Specific	national	policy	and	legislation	for	loss	and	damage;		
• A	collaborative	framework	between	National	Mechanism	and	the	WIM.	
	

climate	 impacts.	A	national	mechanism	to	address	 loss	and	damage	not	only	responds	 to	 the	needs	
within	the	country,	it	also	reaffirms	Bangladesh's	commitment	to	the	national	targets	and	indicators	
within	the	Sendai	Framework	for	Disaster	Risk	Reduction	2015-2030.	Furthermore,	the	functions	of	
the	national	mechanism	replicate	the	work	areas	of	the	WIM,	signalling	Bangladesh's	commitments	to	
the	 Paris	 Agreement.	 For	 a	 resource	 constrained	 LDC,	 the	 efforts	 made	 by	 researchers,	 the	
development	 community	 and	 policymakers	 display	 a	 resourcefulness	 and	 creativity	 that	 can	 be	
replicated	in	countries	facing	similar	vulnerabilities	and	resource	constraints.		
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

Figure	6:	Proposed	functions	of	the	national	mechanism	to	address	climate	induced	loss	and	damage	in	
Bangladesh.	Source:	Haque	et	al.		2018	
	

Source	and	further	information	
Haque,	M.,	Pervin,	M.,	Sultana,	S.	and	S.	Huq.	(2018).	Towards	establishing	a	national	mechanism	to	
address	 loss	 and	 damage:	 	 A	 case	 study	 from	 Bangladesh.	 In:	 Mechler,R.,	 Bouwer,	 L.,	 Schinko,	
T.,Surminski,	S.	Linnerooth-Bayer,	J.	(eds.)		Loss	and	Damage	from	Climate	Change.	Concepts,	Methods	
and	Policy	Options.	Springer.	
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