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T he fi sheries sector in the CARICOM Region 
is an important source of livelihoods and 

contributes signifi cantly to food security, poverty 
alleviation, employment, foreign exchange 
earnings, development and stability of rural and 
coastal communities, culture, recreation and 
tourism. The sector also is an important contributor 
to Gross Domestic Product (GDP) of many countries 
as well as an important foreign exchange earner 
and accounts for up to 7 per cent of some countries’ 
GDP. Additionally, its potential in terms of value-
added processing and linkages with other sectors 
such as tourism, remains substantial. 

The sector employs over 300,000 persons both 
directly and indirectly. Indirect employs to the sector 
include persons engaged in processing, preserving, 
storing, transporting, marketing and distribution or 
selling fi sh or fi sh products, as well as other ancillary 
activities, such as net and gear making, ice production 
and supply, vessel construction and maintenance as 
well as persons involved in research, development 
and administration linked with the fi sheries sector. 
Many of the fi sherfolk in the region reside in rural 
communities where activities such as fi shing and 
farming are the mainstay of these rural economies.

The fi sheries sector also plays an important role 
in food security and disaster recovery. While the 
fi sheries sector is highly vulnerable to climate 
hazards, after an event such as a storm, as soon 
as fi sherfolk have the right weather conditions and 
functioning boats, they go out fi shing and bring back 
fi sh to communities that would otherwise be isolated 
after a disaster. Therefore, the rapid recovery of the 
fi sheries sector after a disaster is critical for the food 
security of communities in the Caribbean.



aribbean countries face many serious 
challenges in the interaction between the 

human population and the natural environment 
that sustains it, an underlying stress that is being 
exacerbated by climate change, the projected 
manifestations of which include rising sea levels 
and an increased frequency and severity of 
extreme weather events, especially hurricanes, 
tropical storms and droughts. These countries’ 
vulnerability to natural hazards often result 
in widespread destruction of the productive 
economy and also the capital stock of their 
nations. The Region’s tourism, agriculture, 
forestry and fisheries sectors; water resources; 
and human rights are considered to be most 
vulnerable to a changing climate. Climate 
change is considered to be the most pervasive 
and truly global of all issues affecting humanity, 
and poses a serious threat to the environment 
as well as to economies and societies.
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The pressures faced by the fisheries sector in the Caribbean include:
Poor fishing practices and poaching 
Degradation of supporting habitats (such as coral reefs, seagrasses, and mangroves)
Sargassum blooms, which may result from increasing sea temperatures, agricultural 
fertilizers and untreated sewage flowing into the Caribbean Sea as well as changes 
in ocean currents.   
Invasive species (e.g. lion fish)
Climate change impacts, particularly…

Extreme weather events and sea level rise
Ocean acidification, increases in sea temperature, and coral bleaching



5

he phenomena caused by climate change are projected to 
trigger a series of biophysical and socio-economic impacts 

which are likely to impact fi sheries. Essential fi sh habitats such 
as mangroves, seagrass beds and coral reefs could shrink or 
disappear. 

Studies have shown also that climate change is modifying 
the distribution and productivity of fi sh stocks, impacting the 
sustainability of fi sheries and aquaculture and the livelihoods of 
the communities that depend on these activities.

Projected increases in the variability in rainfall will result in more 
extreme droughts during the dry season and more intense rainfall 
in the wet season. Increased frequency and/or severity of storm 
surges – exacerbated by sea-level rise – are also expected. These 
factors will contribute to fl ooding, landslides and erosion in coastal 
areas that lie in the direct path of severe weather including tropical 
storms and hurricanes. In the absence of signifi cant adaptation 
efforts including protecting key fi sh habitats and rebuilding fi sh 
stocks, severe weather events will exacerbate the challenges 
already faced by the fi sheries sector, in addition to the health and 
status of coral reefs, water resources, land, agriculture and forests. 

Recent hurricanes in the Caribbean and their devastating effects 
demonstrate the need for a climate risk insurance product to 
help governments and fi shing communities take steps to reduce 
the potential damage before a storm event and recover from the 
inevitable damage of such events, returning to fi shing activities with 
minimal disturbance.

To address these issues, the Caribbean Ocean and Aquaculture 
Sustainability FaciliTy (COAST) initiative was developed. COAST is 
an innovative climate risk insurance mechanism to promote: food 
security; livelihoods of fi sherfolk; resilient fi sheries; sustainable 
management of coastal infrastructure; and disaster risk reduction 
in the Caribbean. 

T
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COAST has been developed with the fi nancial support of the US State 
Department and has been led by the World Bank and CCRIF SPC (formerly the 
Caribbean Catastrophe Risk Insurance Facility). In addition, the Caribbean 
Regional Fisheries Mechanism (CRFM) has played an essential role, as it 
is required that countries benefi ting from COAST must be implementing 
the Caribbean Community Common Fisheries Policy (CCCFP). COAST, 
which is designed to drive sustainable fi nance for Caribbean fi sheries, 
was envisioned as a parametric insurance product at a scale relevant to 
vulnerable fi shing communities. 

Taking advantage of CCRIF’s experience with parametric models and 
parametric insurance policies for tropical cyclone and excess rainfall, the 
COAST insurance product supports governments’ efforts to rapidly put 
money into the hands of those impacted 
by extreme weather, providing them with 
immediate economic relief and promoting 
a culture of building back better to enhance 
coastal community resilience after an 
extreme weather event.

For the 2019/20 policy year, CCRIF is making 
the COAST product for the fi sheries sector 
available to two pilot countries, Grenada 
and Saint Lucia. The COAST parametric 
insurance product provides coverage for 
losses caused by adverse weather on fi sherfolk and for direct damages 
caused by tropical cyclones to fi shing vessels, fi shing equipment and fi shing 
infrastructure.

The COAST insurance product is another in a list of innovative parametric 
insurance products that are provided by CCRIF to Caribbean and Central 
American governments. Since its inception in 2007, CCRIF has been providing 
insurance for tropical cyclones and earthquakes, and in 2013, based on 
demand from its members, the Facility began providing coverage against 
excess rainfall events. The addition of the fi sheries product reinforces CCRIF’s 
commitment to meeting the needs of the region. 

While it is governments that purchase COAST policies, this parametric insurance 
product is unique – it incorporates a livelihood protection component (akin 
to microinsurance) and a tropical cyclone component (sovereign insurance). 
The COAST product provides coverage for losses caused by “bad weather” 
on fi sherfolk and for direct damages caused by tropical cyclones (wind and 
storm surge) to fi shing vessels, fi shing equipment and fi shing infrastructure. 
In this case, “bad weather” is defi ned as high waves and occurrence of heavy 
rainfall throughout the policy year.

Once again, the Caribbean is leading the way in providing solutions for 
disaster risk fi nancing. It is the fi rst region globally to develop and implement 
parametric climate risk insurance for the fi sheries sector. For the fi rst time, 
vulnerable fi shing communities will have access to insurance developed 
specifi cally for their needs, protecting their livelihoods and playing a key role 
in closing the protection gap.
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arametric insurance products are 
insurance contracts that make 

payments based on the intensity of 
an event (for example, hurricane wind 
speed or volume of rainfall) and the 
amount of loss calculated in a pre-
agreed model caused by these events. 
Therefore, payouts can be made very 
quickly after a hazard event. This is 
different from traditional or indemnity 
insurance settlements that require 
an on-the-ground assessment of 
individual losses after an event before 
a payment can be made.

P
Like all CCRIF insurance policies,
the COAST policy is parametric. 
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The main advantages of parametric insurance – as provided by CCRIF – are 
described in the table below along with the difference between parametric 
and indemnity insurance
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The COAST insurance policy has two main components:

Livelihood Protection (LP) Component: includes the evaluation of losses caused 
by adverse weather to fi sherfolk and fi sheries cooperatives that prevent them from 
carrying out their usual activities, which is related to the sea condition and the 
occurrence of heavy rainfall. This is based on:

 rough seas caused by meteorological phenomena either close to the areas  
 of interest (wind storms) or at hundreds of km (swells)
 strong rainfall events

Adverse Weather Events are defi ned as days where either one of the rainfall and 
wave height estimates exceeds its respective threshold (differentiated by small and 
medium boats) and end when both estimates are below the threshold. The loss is 
estimated by multiplying the unit value of an individual fi shing day by the number 
of fi sherfolk in the corresponding port/landing site. Country losses are obtained by 
summing the assets’ individual losses and then aggregating them on a yearly basis 
since the model aims to identify years with very bad weather and long interruptions of 
fi shing activities. Therefore, events of fewer than 3 days are not considered in the total 
account of annual losses.
 
Tropical Cyclone (TC) Component: includes the assessment of direct damages by 
tropical cyclone events (winds and storm surge) to fi shing vessels, fi shing equipment 
and infrastructure, which is related to tropical cyclone-induced strong winds and 
storm surges. This is based on:

high winds - 1-minute sustained wind speed at a height of 10m
storm surge

The assets that form the basis of the policy comprise infrastructure, vessels and 
fi shing equipment as well as fi sherfolk with attributes that describe their vulnerability 
to a catastrophe event. These are shown in the table below.

1.

2.
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Triggering a COAST Policy
A country’s COAST policy can be triggered under the Livelihood Protection component 
and/or the Tropical Cyclone component:

Livelihood Protection Component: If the total modelled losses caused by adverse 
weather at the end of the policy year are greater than the LP trigger (known as the 
LP attachment point)

Tropical Cyclone Component: If the modelled losses caused by the wind and storm 
surge from a particular cyclone are greater than the TC trigger (known as the TC 
attachment point)

COAST Payouts
The COAST policy follows a three-tier payment scheme organized as follows:

Tier 1 consists of a lump sum payment provided once the annual aggregate deductible 
threshold is met using the Livelihood Protection (LP) component.

Tier 2 consists of a lump sum payment provided if a Tropical Cyclone event loss is 
within a range defined by the policy. 

Tier 3 provides a lump sum payment if a Tropical Cyclone event loss is above the Tier 
2 interval´s upper limit. 

Since Tier 1 is based on a different risk model component from Tiers 2 and 3, the payouts 
are estimated independently as shown in the figures on page 13. 

For the LP component, if the modelled loss for the year is less than the LP attachment 
point, there is no payout. If the loss is more than the LP attachment point there is a 
lumpsum payout. 
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For the TC component, if the modelled loss for a particular tropical cyclone is less 
than the TC attachment point, there is no payout. If the loss is in the defi ned range 
for Tier 2, the payout is equal to Payout2. If the modelled losses are above the Tier 
2 limit, the payout is equal to Payout3.

Figure i

Figure ii

Livelihood Protection Component Payout Scheme

Tropical Cyclone Component Payout Scheme

The return period is the expected time between hazard events of a certain magnitude. 
For example, an attachment point with a return period of 5 years represents the loss 
amount (in dollars) which is likely to be exceeded only once in 5 years.
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he COAST insurance product for the fisheries sector is an innovative climate risk 
insurance mechanism and will be an essential tool to help address the impacts 

of natural hazards on food security and livelihoods of those working in the fisheries 
sector. In the long term, this product will promote resilience in the fi sheries sector and 
contribute to the sustainable management of the ecosystems that support the sector 
by incentivizing policy reforms for the uptake of climate-smart fi sheries practices 
and increasing coastal resilience. This will help to build a stronger foundation for 
advancing the blue economy, while supporting the livelihoods of those who depend 
on the valuable marine resource.on the valuable marine resource.

First ever climate risk parametric insurance 
developed for the fisheries sector 

spearheaded by the Caribbean. Caribbean 
is the fi rst region globally to develop 
and implement a parametric climate 

risk insurance products for the fi sheries 
sector. For the fi rst time, vulnerable fi shing 
communities will have access to insurance 

developed specifi cally for their needs.

COAST – a catalyst for promoting 
resilience in the fisheries sector, 

leading to a stronger blue 
economy in the region. COAST 
will reduce the risk that climate 
change poses to food security in 

the fi sheries sector, and incentivize 
policy reforms for the uptake of 
climate smart fi sheries practices 
as well as coastal resilience. This 
will build a stronger foundation 

for the blue economy, while 
supporting the livelihoods of those 

who depend on this valuable 
marine natural capital.

COAST encourages inclusiveness 
and participation of women. 

COAST is intended to be inclusive 
and benefits all participants in 

the fisheries sector, including crew 
members, captains and/or boat 

owners, and especially fish vendors 
and processors who are mostly 

women. The list of beneficiaries was 
predefined by the governments as 

per COAST Operational Manual.

Rapid transfer of 
payouts to fisherfolk. 
CCRIF SPC payouts will 
be channeled through 
the Ministry of Finance 

of the participating 
countries within 14 
days of the covered 
event, followed by a 
rapid transfer to the 

fi sherfolk.

New partnerships 
developed to support 

COAST. CCRIF SPC 
and the Caribbean 
Regional Fisheries 
Mechanism (CRFM) 

have signed a MOU to 
support COAST and 
develop climate-

resilient fi sheries and 
aquaculture industries 

in the region.

First time insurance coverage of “bad 
weather” events, in addition to covering 

tropical cyclones. COAST innovates in 
covering losses attributed to fi sherfolk 
due to “bad weather” events, defi ned 

as high waves and occurrence of heavy 
rainfall throughout the policy year. The 

“bad weather” model will be considered 
for the fi rst tier, while the tropical cyclone 
model for the second and third tiers of 

the insurance. 

First time tracking of parametric 
insurance payouts at the scale of 
individual beneficiaries.  Through 

the predefi ned procedures for 
payout transfers, COAST allows for 
tracking the fl ow of funds down 
to the level of the benefi ciaries, 

with a fi nancial management and 
auditing system in place.
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