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Could a Climate Damages Tax 
solve the loss and damage 

finance conundrum?

Julie-Anne Richards
Climate Damages Tax Coalition
jar@jarclimate.net
@jar_climate

Loss and damage finance: needs

• Loss and damage costs are separate to, and roughly twice, 
adaptation finance
• Climate Action Network (CAN) estimates international public 

finance of $50 billion by 2022 and $300 billion by 2030 required
• Yet: we have an adaptation finance gap and a political 

environment that doesn’t lend itself to increasing ODA-style 
finance.
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Climate change: the problem

• At the heart of the problem of climate change is that the fossil fuel 
industry have caused the problem (70% of emissions) and not paid for 
the climate damage their products cause.
• Meanwhile they have make hundreds of billions of profit each year.
• In other fields we expect companies to pay for damage from their 

product – asbestos, tobacco, oil spills.
• Whilst we phase out fossil fuels (by mid century) we should tax fossil 

fuels for their damage.

Climate Damages Tax Proposal

• A tax on the extraction of fossil fuel: per barrel of oil, tonne of coal, 
cubic litre of gas, global rate based on CO2e.
• Starting at $5 per tonne of CO2e in 2021, increasing $5 each year until 

2030 to $50 a tonne, $10 annually after that to $250 a tonne by 2050. 
• Sliding scale for equity:
• Extraction from rich countries – 50% of revenue to loss and damage 

and 50% to fair transition domestically, 
• Extraction in poor countries 100% of CDT available for domestic use.
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Potential Climate Damages Tax revenue

Red = fair 
transition revenue
Blue = loss and 
damage revenue
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FIGURE 6  Potential Climate Damages Tax Revenue $m
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To further illustrate the potential of the CDT, the following table shows the potential revenues that would have 
been available to national governments in a variety of countries for Fair Transition projects, and the revenues 
paid by fossil fuel companies to the Solidarity Fund due to extraction carried out in these countries. These 
calculations are based on 2017 fossil fuel extraction volumes39 and UK Government emissions profiles40, and 
account for non energy use of fuels41. For details of the methodology, see Appendix.

FIGURE 7  Example country revenues

Country of fossil fuel extraction Fair Transition revenues 
earned by governments 
for domestic use 
($million)

Loss and Damage revenues 
contributed to Solidarity 
Fund by Fossil Fuel extracting 
companies due to extraction 
activity within country 
jurisdiction ($million)

High income US $13,000 $13,000

United Kingdom $570 $570

Upper middle 
income

Colombia $1,400 $610

China $38,000 $16,000

Lower middle 
income

Indonesia $7,800 $0

Nigeria $1,900 $0

Low income South Sudan $79 $0

Chad $80 $0 

39 BP, 2018
40 UK Government, 2018
41 Heede, 2014
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immediate funding in the case of emergencies - such as Hurricane Maria on Dominica. The Emergency 
Response facility should be managed within the GCF with a separate Secretariat-led decision making process. 
The GCF Secretariat currently manage a readiness and preparatory support programme on a similar basis, 
and lessons could be learnt from this for it to be scaled up.

National or regional loss and damage financing facilities could be established through the GCF, and should 
be supported through an increase in the number of GCF-accredited direct access entities, as well as an 
upgrade of the fiduciary and financial management capabilities of most to allow them to function as financial 
intermediaries. A national development bank or a national finance ministry could fulfill such functions.

In the situation where a group of countries decided to implement the Climate Damages Tax collaboratively, 
outside of the UNFCCC, similar governance institutions would need to be established. Options could include 
approaching, for example, the Asian Development Bank (ADB) or the Africa Development Bank (AfDB) to 
establish a trust fund to operate as the loss and damage solidarity facility, with a clear criteria for funding, 
and a committee made up of representatives from participating countries, civil society and affected 
communities - ensuring equitable and democratic representation and decision making.

 2.2.2 DISTRIBUTION, ELIGIBILITY

Low income countries would have preferential access to the loss and damage solidarity facility. Low income 
vulnerable countries should be able to access funds for capability building and readiness activities - including 
putting together loss and damage plans and recovery plans. A specific allocation of funds from the Facility 
should be made to least developed countries, African countries and small island states.

FIGURE 8 CDT distribution
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For more

Launch of new report with all the details 
on Monday 10 December 2018

https://www.stampoutpoverty.org/cdt/
climate-damages-tax/ 


