ew Weather index-based parametric
&@ | insurance for small-scale fishers
fareé | in the Philippines

Small-scale fisheries in the Philippines: A vital sector vulnerable to shocks

Small-scale fisheries (SSF) are an important part of the Philippine economy. More than 1.4 million SSF
households (about 6.5 million Filipinos) rely on local fisheries for income and food. Fish and fish products make
up 11.5% of the average Filipino diet, making fisheries critical for food security.

However, worsening weather conditions due to climate change keep boats ashore, cutting income and making
fishing dangerous. As bad weather becomes more frequent and less predictable, fishers often overfish during fair
weather to buffer against an uncertain future. This exacerbates an overfishing problem, which has contributed to
a steady decline in fish-catch since the 1970s, which not only threatens food security, but also degrades habitats,
while perpetuating destructive practices to maintain catch levels.

Compounding the challenges facing small-scale fishers is a fragmented and largely informal sector that leaves
households vulnerable to debt-induced poverty. Government and private sector support often cannot reach
the remote and under-resourced communities. Without affordable financial tools such as savings or insurance,
periods of bad weather can drive families toward high-interest borrowing or the loss of productive assets,
pushing them deeper into poverty and driving unsustainable fishing practices.

Solution: An innovative insurance product

Rare and Willis (a WTW business)', with support from the government of
Canada via the Ocean Risk and Resilience Action Alliance (ORRAA), have
designed the world’s first parametric insurance product for small-scale fishers,
providing income protection for days lost to adverse weather.

While traditional indemnity insurance compensates for proven losses,
parametric insurance pays when pre-defined weather thresholds are reached,
delivering support within weeks of an event and helping fishers avoid high-
interest debt and long-term poverty traps.

Overview of the parametric insurance product

Grounded in the experiences of small-scale fishers, the product reflects the actual weather conditions that cause
significant income loss. It provides a maximum annual payout of US$100 per fisher, which is aligned with fishers'
average monthly income.

The index combines three weather parameters — wind speed, wave height, and rainfall — to determine payout
triggers. It draws on the ERAbL dataset from the European Centre for Medium-Range Weather Forecasts, valued

for its historical accuracy, near-real time updates, and international credibility in the reinsurance market.
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Pilot launch and government commitment

Launched in September 2025, the pilot program covers 14,200 registered fishers across 24 coastal municipalities
in the Philippines.

The Department of Agriculture’'s Bureau of Fisheries and Aquatic
Resources serves as policyholder and fully funded the pilot through the
national budget, demonstrating strong government commitment and long-
EEEEEEE——— - term accountability. The Philippine Crop Insurance Corporation, the state
. ﬂ% . insurer and policy issuer, manages the coverage and payouts to ensure
- fishers receive timely compensation.

The parametric insurance is offered as part of the standard benefits for
registered fishers, incentivizing fisher registration—a key step toward
stronger governance and sustainable fishing practices. By linking payouts
to the national fisher registration system, the product also helps fishers
build a verifiable financial identity, opening up future access to savings,
credit, and other financial services.

A scalable model for climate and disaster finance

This first-of-its-kind insurance product marks a historic shift, ensuring that vulnerable communities are financially
protected against climate-related income loss. Now market-tested with Willis as broker, it creates a replicable
model to scale across the Philippines and other climate-vulnerable fishing nations.
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The four provinces in the Philippines where the parametric insurance pilot will operate. The green area indicates fisheries under sustainable community-led management.
The gray area within the green indicates the no-take reserve where fishing is off limits.

It also shows how catalytic donor support can de-risk early design and enable government adoption, attracting
interest from other countries and insurers. As part of a rapidly growing global market for climate and disaster
finance, this pilot demonstrates how parametric insurance can channel new streams of resilience funding directly
to frontline communities.

For more information, contact:
Diane Figueroa, Rare Director of Innovative Finance, dfigueroa@rare.org
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