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About the High Level Panel for a Sustainable Ocean Economy

The High Level Panel for a Sustainable Ocean Economy (Ocean Panel) is a unique initiative by 14 world leaders
who are building momentum for a sustainable ocean economy in which effective protection, sustainable
production and equitable prosperity go hand in hand. By enhancing humanity’s relationship with the ocean,
bridging ocean health and wealth, working with diverse stakeholders and harnessing the latest knowledge,
the Ocean Panel aims to facilitate a better, more resilient future for people and the planet.

Established in September 2018, the Ocean Panel has been working with government, business, financial
institutions, the science community and civil society to catalyse and scale bold, pragmatic solutions across
policy, governance, technology and finance to ultimately develop an action agenda for transitioning to

a sustainable ocean economy. Co-chaired by Norway and Palau, the Ocean Panel is the only ocean policy

body made up of serving world leaders with the authority needed to trigger, amplify and accelerate action
worldwide for ocean priorities. The Ocean Panel comprises members from Australia, Canada, Chile, Fiji, Ghana,
Indonesia, Jamaica, Japan, Kenya, Mexico, Namibia, Norway, Palau and Portugal and is supported by the UN

Secretary-General’s Special Envoy for the Ocean.

The Ocean Panel’s approach is both ambitious and practical. Collaborative partnerships are essential to
converting knowledge into action. To develop a common understanding of what a sustainable ocean economy
looks like, the Ocean Panel gathers input from a wide array of stakeholders, including an Expert Group and

an Advisory Network. The Secretariat, based at World Resources Institute, assists with analytical work,

communications and stakeholder engagement.

In the spirit of achieving the UN Sustainable Development Goals (SDGs), providing value to the UN Decade of
Ocean Science for Sustainable Development and meeting the objectives of the Paris Agreement, the Ocean
Panel commissioned a comprehensive assessment of ocean science and knowledge that has significant
policy relevance. This includes a series of 16 Blue Papers and various Special Reports that offer a synthesis of
knowledge, new thinking and perspectives, and opportunities for action. This body of work is informing a new
ocean narrative in the forthcoming Towards a Sustainable Ocean Economy report. Together, this research and
new narrative serve as inputs to the Ocean Panel’s deliberations for its forthcoming action agenda.
Ultimately, these papers are an independent input to the Ocean Panel process and do not necessarily
represent the thinking of the Ocean Panel, Sherpas or Secretariat.

Suggested Citation: Sumaila, U.R., M. Walsh, K. Hoareau, A. Cox, et al. 2020. Ocean Finance: Financing the
Transition to a Sustainable Ocean Economy. Washington, DC: World Resources Institute. www.oceanpanel.org/blue-

papers/ocean-finance-financing-transition-sustainable-ocean-economy.
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Foreword

The High Level Panel for a Sustainable Ocean Economy (Ocean Panel) commissioned us, the co-chairs of the Ocean
Panel Expert Group, to produce a series of Blue Papers to explore pressing challenges at the nexus of the ocean

and the economy to ultimately inform a new ocean report and the Ocean Panel’s action agenda. The Ocean Panel
identified 16 specific topics for which it sought a synthesis of knowledge and opportunities for action. In response,
we convened 16 teams of global experts—over 200 authors from nearly 50 countries—who reviewed and analysed
the latest knowledge. They then provided new thinking and perspectives on how technology, policy, governance and
finance can be applied to catalyse a more sustainable and prosperous relationship with the ocean. In short, these
Special Reports and Blue Papers provide the information needed to transition to a sustainable ocean economy.

The Expert Group, a global group of over 70 experts, is tasked with helping to ensure the high quality and intellectual
integrity of the Ocean Panel’s work. All Blue Papers are subject to a rigorous and independent peer-review process.
The arguments, findings and opportunities for action represent the views of the authors. The launches of these
papers, which are taking place between November 2019 and October 2020, create opportunities for exchange

and dialogue between political leaders, policymakers, the financial community, business leaders, the scientific
community and civil society.

The ocean economy is currently at risk from multiple stressors, ranging from overextraction, direct habitat damage,
pollution, and climate change. Continuing with a ‘business-as-usual’ trajectory poses great risks to the health and
integrity of the ocean and therefore to the world’s population. New forms of finance are already playing a substantive
role in underpinning sustainable project development and are an essential part of the emerging blue finance
‘ecosystem’. In a world economically recovering from COVID-19, redirecting mainstream finance to more sustainable
development pathways will drive forward the scale of positive change that is needed.

We are delighted to share the latest in the Blue Paper series, Ocean Finance: Financing the Transition to a Sustainable
Ocean Economy, as it examines how the next generation of financing mechanisms can support the transition to

a sustainable ocean economy in an inclusive manner and how catalytic funds can be mobilised to finance that
transition. This paper demonstrates the role insurance can play in accelerating the transition and how ocean-related
subsidies contribute to or detract from the sustainable ocean economy. The paper identifies approaches to be
phased out and new solutions that incentivise sustainable ocean management.

As co-chairs of the Expert Group, we are excited to share this paper and wish to warmly thank the authors, the
reviewers and the Secretariat for supporting this research. We are also grateful for the vision of the Ocean Panel
members in commissioning this important body of work. We hope they and other parties act on the opportunities
identified in this paper.

G- Qo b (AT

Hon. Jane Lubchenco, Ph.D. Professor Peter Haugan, Ph.D. Hon. Mari Elka Pangestu, Ph.D.
Oregon State University Institute of Marine Research, Norway University of Indonesia
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Highlights

The ocean economy is currently at risk from multiple
stressors, ranging from overextraction, direct habitat
damage, pollution and climate change. Continuing
with this ‘business-as-usual’ trajectory poses great
risks to the health and integrity of the ocean and
therefore to the world’s population.

Ocean finance can play a critical role in changing this
trajectory and helping to achieve a sustainable ocean
economy (SOE).

However, current investments fall well below what

is needed to transition to a SOE. In the last 10 years,
less than 1 percent (US $13 billion) of the total value
of the ocean has been invested in sustainable projects
through philanthropy and official development
assistance.

Of the public and private sector investments
already committed, a significant proportion are
targeted at larger-scale economic activities that are
often unsustainable and counter to the delivery of
Sustainable Development Goal 14.

To achieve a SOE, this sustainable finance gap
needs to be closed. To close the gap, improved SOE
policies, incentives, tools and approaches will need
to be designed and established, knowledge and
innovations proactively shared and capacities built
to address environmental, social and economic
risks, mobilise new forms of finance and redirect
mainstream finance towards a SOE that empowers
local people and supports responsible business and
long-term societal goals.

Several barriers are preventing the growth in
financing of the SOE. Capacity constraints,

data challenges, regulatory gaps and a lack of
transparency all create a riskier enabling environment
and negatively affect large-scale private sector
finance. Most notably, complicated tenure and

ownership and a lack of monitoring and enforcement
increase the risk profile.

Projects lack the appropriate deal size and risk-return ratios
to match capital, making scaling and replication more
complex than in familiar terrestrial sectors. There is a lack

of familiarity with ocean-based project development and
financing by both the business and finance sectors. Capacity
gaps, particularly in developing countries, exist regarding
how to access sustainable ocean finance.

This paper finds that many potential actions can be taken
by the private and public sectors to remove existing barriers
and open the pipeline to investment in a SOE.

The paper proposes priority opportunities for action to
remove existing barriers and open the pipeline to investment
into a sustainable ocean economy, including:

+ Adopt clear principles to redirect mainstream finance
towards a SOE.

+ Create a supportive and inclusive enabling environment.

+ Proactively strengthen and scale up the pipeline of
investible projects.

+ Explore new financing mechanisms and tools.

= Achieving a robust ocean finance supportive of a SOE

requires that the public and private sectors create and
better mobilise a full suite of financial tools and approaches,
insurance, and fiscal and market incentives as well as
strengthen key aspects of the enabling environment. These
actions will support the transition to an ocean economy
that is sustainable and inclusive by making the benefits it
generates available to all, especially women, youth and
marginalised communities.



1. Introduction

The ocean covers more than 70 percent of Earth’s surface
and plays a crucial role in providing ecosystem goods
and services that sustain life and support the well-being
of billions of people worldwide (Teh and Sumaila 2013;
FAO 2018; Hoegh-Guldberg et al. 2019; IPBES 2019). The
ocean holds many economic opportunities, and many
experts are recognising the need for a coordinated and
sustainable approach to its use. Ocean finance can play
avital role in supporting sustainable development of the
ocean economy by directing investments to sustainable
development pathways that minimise ocean risks

and maximise social equity, human well-being and
environmental health.

The objective of this Blue Paper is to (i) inform about the
inadequacy of the current financing of the sustainable
ocean economy (SOE), (ii) synthesise the barriers

and challenges in financing the SOE and (iii) propose
concrete solutions to overcome these barriers.

Although a globally accepted definition of a SOE is still
not agreed upon—with many organisations and entities
providing varying definitions (see Appendix A)—refer to
the SOE here as: ‘development of the ocean economy
in a way that balances the needs of people, planet and
prosperity’. This is amplified by Winther et al. (2020) as
ensuring ‘long-term, sustainable use of ocean resources
in ways that preserve the health and resilience of
marine ecosystems and improve livelihoods and jobs,
balancing protection and prosperity’. The size of the
ocean economy is valued at an estimated 2.5 percent
of global gross value added and is growing rapidly. In
2010, prior to the COVID-19 pandemic, the Organisation
for Economic Co-operation and Development (OECD)
projected that the estimated US$1.5 trillion in global
gross value added of ocean industries—including
fishing, shipping, offshore wind, maritime and coastal
tourism and marine biotechnology—would increase to
$3.0 trillion by 2030 (OECD 2016). Hoegh-Guldberg et
al. (2015) concluded that if the ocean were a country,

it would rank seventh in the world in terms of gross
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domestic product (GDP). This translates into significant
contributions to national economies, generating millions
of jobs in many countries. Note, however, that many
valuations do not account for the ocean’s full range of
ecosystem goods and services, such as cultural and
social values. In order to avoid undervaluation, ocean
ecosystems must be valued as critical natural capital that
underpins the vast public goods and ecosystem services
they provide (Fenichel et al. 2020).

Itis highly likely that COVID-19 will negatively impact
this estimate (OECD n.d.), especially for the shipbuilding
and tourism sectors of the ocean economy. However, the
net effect of COVID-19 is not a given since governments
worldwide are spending billions on short-term measures
to prop up their economies in the face of the pandemic
(Vivid Economics 2020).

The ocean economy is currently at risk from multiple
stressors, ranging from overextraction, direct habitat
damage, pollution and climate change (Hernandez-
Delgado 2015; Gaines et al. 2019; IPBES 2019; IPCC 2019).
Continuing with this ‘business-as-usual’ trajectory

poses great risks to the health and integrity of the ocean
and therefore to the world’s population, especially the
future well-being of hundreds of millions of people in
coastal and island communities. These risks undermine
the 2030 Agenda for Sustainable Development and, in
particular, the Sustainable Development Goals (SDGs)
focused on ‘life below water’ (SDG 14) as well as others,
including ‘no poverty’ (SDG 1), ‘zero hunger’ (SDG

2), ‘decent work and economic growth’ (SDG 8) and
‘climate action’ (SDG 13) (Wright et al. 2017). To change
this trajectory, it is imperative to build ocean resilience
and minimise ocean risks by restoring, protecting and
effectively managing human use of and impacts to ocean
ecosystems. Nevertheless, the bulk of investments in the
ocean economy have been directed not at transitioning
to a SOE but rather at large-scale infrastructure,

energy, transport, commercial fisheries, aquaculture,
biotechnology and tourism (Vivid Economics 2020).



Figure 1. A Major Gap in Ocean Finance for
Supporting a Sustainable Ocean Economy

$0 $500B $1T usD
T

Fora $1.5 trillion economy

ony $13 billion

invested in the last 10 years
through philanthropy and ODA
® Very little private sector investments

® Misdirected public sector investments
in the form of harmful subsidies and
$4.7 trillion to oil and gas alone

Note: All figures are in USS; ODA = official development assistance.
Source: Authors. Designed by Patricia Tiffany Angkiriwang.

The costs for not conserving and sustainably using

the ocean are high. For instance, invasive species are
estimated to cause $100 billion in economic damages
to infrastructure, ecosystems and livelihoods each

year (OECD 2017a). The total estimated cost of coastal
protection, relocation of people and loss of land to sea
level rise is projected to range from about $200 billion to
$1 trillion annually by 2100, depending on the increase
in sea level (0.5-1.0 metres). Already, it appears that

a 1-metre sea level rise is more than likely by the turn

of the century (IPCC 2019). Noone et al. (2013) state

that in the absence of proactive measures to mitigate
climate change, the cost of damage to the ocean could
be an additional $322 billion a year by 2050. The 2019
IPCC Special Report on the Ocean and Cryosphere in a
Changing Climate (IPCC 2019) and Gaines et al. (2019)
both report significant impacts of climate change on the
ocean economy.

Despite the huge costs of inaction and the substantive
investments in the ocean economy, current levels
of investments in the ‘sustainable’ ocean economy
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are inadequate (Figure 1). Although an estimated $8
billion from philanthropy and $5 billion from official
development assistance (ODA) were invested during

the last 10 years (de Vos and Hart 2020), this level is
insufficient to drive the change needed to achieve a
SOE. Most significantly, there is limited finance available
to achieve the restoration, protection and sustainable
management of the ocean—to ensure the building blocks
for achieving a SOE are in place (Figure 1). Evidence from
the general conservation finance literature indicates
that the ocean finance gap is most likely very high.
Huwyler et al. (2014) estimated the gap in conservation
finance across all major biomes at $300 billion globally,
though the proportion of this relevant to the ocean has
not been identified and the financing needs of the SOE
extend significantly beyond conservation objectives.
Furthermore, it has been estimated that to achieve the
global need for conservation funding, investible cash
flows from conservation projects need to be at least
20-30 times greater than they are today. Sumaila et

al. (2017) report that currently about 0.002 percent of
global GDP is invested in conserving and sustainably
using biodiversity, and about 4 times the current level

of investment is required to meet conservation needs.
Although these estimates are for biodiversity in general,
the available data suggest inadequate investments in
ocean sustainability. We provide a detailed description of
current funding gaps for marine protected areas (MPAs)
in Appendix B.

The reasons for the low levels of sustainable financing
and investment in SDG 14 and the SOE are manifold,
and if addressed, they could result in real and sustained
change in the way our ocean ecosystems are utilised and
managed. These issues are discussed in this Blue Paper.
Section 2 summarises the study method, Section 3
provides evidence of current challenges to financing and
investing in a SOE, Section 4 discusses opportunities for
actions that can be taken to overcome these challenges
and Section 5 concludes.



2. Research Methodology

The methodology consists of reviewing the literature

to identify what information is currently available on
finance flows for the conservation and sustainable use of
the ocean; understanding existing fiscal instruments and
financing options, including insurance; and identifying
opportunities for how these instruments for a SOE can
be scaled up. Available data is compiled from various
sources, and key data gaps are highlighted. Examples
are used to illustrate good practice. We review and
analyze the literature on the use of fiscal instruments to
support ocean economic activities and governance. We
specifically query the literature to help us understand
the types of subsidies, fees and taxes currently applied
to the ocean economic sector at different scales and
ocean economic activity types, and we analyse how
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these can be re-designed and re-directed to make them
support a SOE. We also review current practices of the
insurance industry and ask pertinent questions, such

as does insurance as currently practiced support the
goal of promoting a SOE? What role could insurance
have in accelerating the transition towards a new ocean
economy? Finally, we review the literature on ocean risk
and resilience in the context of the wider discussions
about climate risks to identify how insurance products
can best help to deliver ocean and coastal finance
solutions. Since an important aim of this Blue Paper is to
provide the most current information possible, we also
rely on the expert knowledge of contributing authors
about recent and ongoing initiatives to address current
challenges and barriers to financing a SOE.



3. Current Barriers and

Challenges to

Several root causes can explain the current low levels of
sustainable financing and investment in a SOE (Figure 2).

3.1. Inadequate Frameworks and
Taxonomies

Current frameworks and taxonomies to guide which
investments support a SOE—that is, ‘blue’ investments—
do not adequately communicate with each other

and are not yet being guided by universally adopted
principles. This is necessary to establish a classification
system of activities that are considered to comply with
the principles of a SOE, thereby guiding investment
decisions and development policy towards a SOE. Efforts
towards common frameworks and taxonomies are under
way (ADB 2020), with several notable examples outlined
below.

3.1.1. The sustainable blue economy
finance principles

The European Commission, the World Wide Fund for
Nature (WWF), the European Investment Bank and
the Prince of Wales’ International Sustainability Unit
developed the Sustainable Blue Economy Finance
Principles (WWF 2018). Designed to build on and
complement existing sets of principles for sustainable
finance, such as the Equator Principles, these 14
principles aim to fill the current gaps associated with
a SOE. If widely adopted, the principles could help to
positively transform the way in which ocean ecosystems
are used and managed.

3.1.2. The United Nations Environment
Programme finance initiative

The United Nations Environment Programme (UNEP)
recently launched the Sustainable Blue Economy
Finance Initiative, a platform targeted at the finance,
investment and insurance sectors (UNEP n.d.). Adopting
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a SOE

the Sustainable Blue Economy Finance Principles as

a guiding framework provides practical information
on SOE issues and will support the development of
more granular guidance. UNEP works with financial
institutions to incorporate environmental, social and
governance (ESG) issues into their business principles
and to integrate sustainability principles into financial
market practices. This is done through frameworks such
as the Principles for Sustainable Insurance (PSI), the
Principles for Responsible Banking and the Principles
for Responsible Investment. Other complementary
sectoral principles include the Principles for Investment
in Sustainable Wild-Caught Fisheries (EDF et al. 2018)
and the Poseidon Principles (Poseidon Principles 2019)
aimed at the shipping sector.

3.1.3. The European Union taxonomy

The European Union (EU) taxonomy (European
Commission 2020)—which includes a blue component—
is the first to develop such a framework. It is likely that
this taxonomy will significantly influence the creation
of a common global taxonomy, which will be required
to standardise decision-making across global markets
and support the delivery of a SOE. Complementary
frameworks are being developed by institutions such as
multilateral development banks to guide the screening
and selection of ocean investments by defining the
sectors, segments and objectives that are allowable.
Notably, the Asian Development Bank (ADB) framework
also stipulates rules to help reduce ‘blue-washing’ (ADB
2020).

To design guidance that is both ambitious and
pragmatic, strong collaboration between a range of
actors from the science, policy, non-governmental
organisation (NGO) and finance communities will be
critical.



Figure 2. Barriers to Marshalling Adequate Funding for a SOE

NO UNIVERSAL FRAMEWORK

A classification system of SOE-compliant activities to
guide investments not (yet) consistently adopted

What GAPS IN UNDERSTANDING & SCALE

are th.e Significant ocean contributions More knowledge and understanding is
ba rriers to the economy are not reflected  needed (e.g., transboundary nature or
to SOE in market prices or GDP impacts on developing countries)
financing?

MARKET DYNAMICS ARE DISTORTED
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negative externalities contributions towards ocean distribution of
are subsidised resources that underlie costs and benefits
economic outputs

THE FINANCIAL PIPELINE IS WEAK

Projects lack the appropriate deal size and
risk-return ratios to match capital

HIGHER FINANCIAL RISKS

Higher risks in ocean investments require an
enabling regulatory framework

Note: GDP = gross domestic product; SOE = sustainable ocean economy.
Source: Authors. Designed by Patricia Tiffany Angkiriwang.

3.2. Ga ps and Mismatches in in the high seas to be 10 times the revenue generated by

Information, Awareness, Capacity
and Scale

high seas fish catch.

3.2.2. Mismatched capacity and scale

3.2.1. Inadequate information and
awareness

Ocean finance systems do not yet have adequate
capability to match the governance needs of a shared
global ocean. Therefore, another prerequisite for finance
to catalyse the transition to a SOE is the availability

of comprehensive information about the shared and
transboundary nature of the ocean. The ocean is
ecologically and physically connected across the entire
globe, and impacts to the ocean and marine ecosystem

Information about the ocean and its economic, social
and environmental value is missing or inadequate.

For appropriate and adequate finance to flow into the
ocean economy, its overall contribution needs to be
understood and measured more comprehensively than it
is currently. Notably, humans derive multiple ecosystem

services from the ocean whose values are generally

not reflected in market prices and are therefore barely
captured within the GDP. These include ecosystem
services such as those linked to cultural values and
benefits as well as natural hazard protection, carbon
sequestration and climate mitigation and pollution
buffering (OECD 2017a). The values of these services
can be extremely high. For instance, Rogers et al. (2014)
estimated the carbon sequestration value of marine life
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services in areas beyond national jurisdiction (ABNJ)—
the high seas (Sala et al. 2013), for instance—can have
large impacts on marine resources within exclusive
economic zones, and vice versa (White and Costello
2014; Sumaila et al. 2015; Popova et al. 2019). Large
pelagic stocks, for example, cross the boundaries of
several countries, and financing schemes that take this
into account are necessary for ensuring that the ocean
economy is sustainable.



Table 1. Examples of Regional Collaboration in Sustainable Ocean Governance

GEOGRAPHICAL

SUSTAINABLE OCEAN INITIATIVE/STRATEGY

REGION

Africa African Union’s Blue Economy Strategy
United Nations Economic Commission for Africa’s Blue Economy Regional Action Plan

Asia Asia Development Bank’s Action Plan for Healthy Oceans and Sustainable Blue Economies.
Indonesia’s Sustainable Oceans Programme

Baltic Sea Baltic Sea Initiative

Europe European Union’s Blue Growth Strategy

Indian Ocean Indian Ocean Rim Association’s Blue Economy Declaration

Pacific Ocean

Source: Authors.

Given the large scales and complex connectivity of ocean
systems, managing ocean resources requires regional and
global initiatives. A cooperative approach for maritime
security (including climate change and illegal activities),
trade and investment, and transboundary ocean resource
management (including consideration of ABNJ) are critical
to achieving sustainable ocean/blue economy outcomes.
While regional sustainable ocean strategies are being
developed (Table 1), these initiatives need to cover ocean
basins currently overlooked by working better together.
Ocean financing is needed that matches the scales of
these large and complex ocean governance initiatives.
The ongoing negotiations at the United Nations (UN) on
the governance of ABNJ may result in new regimes for
governing these areas and impact the kind of financing
instruments that would be needed.

3.3. The Market Dynamics Are
Distorted

3.3.1. Fiscal policies undermine a SOE

Ocean economic activities that generate negative
externalities, such as fossil energy extraction,
unsustainable fishing and aquaculture and non-green
shipping (i.e., vessels that are not eco-friendly [Lee

and Nam 2017]), receive subsidies. Fossil fuel support
measures in the ocean economy are common and are in
place in most countries (OECD 2019b). The International
Monetary Fund estimates that 6.3 percent of global GDP
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Pacific Regional Oceanscape Program

($4.7 trillion) was provided as fossil fuel subsidies in 2015
(Figure 1), including uninternalized externalities (Coady
et al. 2019). About $35 billion in subsidies is allocated

to global marine fisheries alone each year, of which $22
billion is allotted to harmful subsidies (Sumaila et al.
2019). According to OECD estimates, governments spend
on average an amount equal to 20 percent of the value
of fisheries landings in support of the sector, amounting
to $7 billion per year in the OECD region and reaching an
estimated $35 billion worldwide. These harmful fisheries
subsidies prop up fishing operations which would
otherwise be unprofitable, thereby facilitating excessive
fishing capacity which perpetuates the overexploitation
of fisheries resources (Sumaila et al. 2019).

A large percentage of fisheries subsidies are currently
allocated to large-scale industrial fishing fleets
(Schuhbauer et al. 2017), which can make small-scale
fishing fleets less economically viable (Schuhbauer

and Sumaila 2016). Given the important food security,
livelihoods and cultural roles that small-scale fisheries
play worldwide (Osterblom et al. 2020), public policies
should not proactively disadvantage them if the aim is to
meet the SDGs, especially SDGs 1-5 and 10 (‘no poverty’,
‘zero hunger’, ‘good health and well-being’, ‘quality
education’, ‘gender equality’, and ‘reduced inequality’).
In particular, because relatively more women are
small-scale than large-scale fishers (Harper et al. 2020),
everything being equal, eliminating and/or redirecting
harmful subsidies could improve gender equality



by empowering female fishers. This is because most
harmful fisheries subsidies go to large-scale fisheries,
but women work proportionately more in small-scale
fisheries (Harper et al. 2020). Certain subsidy policies,
particularly those related to fuel use, also have the
potential to disproportionately encourage large fishing
operations to increase effort, thereby reducing the
catches, food and livelihood opportunities available to
small-scale fishers (Martini and Innes 2018).

3.3.2. Beneficiaries do not adequately
pay for access or management of
ocean resources

Maritime countries are generating large economic
outputs from the ocean economy, but the cost of ocean
management is currently not being borne by those
exploiting it, including direct harvesters and consumers.
Consequently, there is underfunding of effective ocean
governance and reviving and maintaining the health
and integrity of ocean ecosystems required to sustain
the ocean’s economic outputs. Although comprehensive
economic outputs are not always fully measured and
accounted for, or may not be considered at all (e.g.,
support for emerging sectors), current figures available
indicate that in Australia, the ocean economy is valued
at 4.3 percent of the GDP (AIMS 2018). In Mauritius, the
ocean economy accounts for over 10 percent of GDP.

In China, the ocean economy accounts for nearly 10
percent of GDP and is rising steadily (EDB 2020). The
fishing sector alone is worth 10 percent of the GDP in
the Pacific Islands region, and this does not include

all of the other ocean sectors. In East Asian countries,
the ocean economy accounts for 15-20 percent of

GDP (PEMSEA 2009). In the United States, the ocean
economy is growing twice as fast as the U.S. economy
as a whole (NOAA 2019). Despite the significance of the
ocean economy to maritime countries and to the global
economy, public investments to ensure that the ocean
economy is sustainable are inadequate. For instance,
Binet et al. (2015) estimated that Mediterranean
countries were facing an annual financing gap of $776.4
million for effective management of marine protected
areas in the Mediterranean (Appendix B).

The private sector also benefits from, as well as
impacts, the ocean, but it generally does not contribute
sufficiently to investments or initiatives that could
improve the sustainability of the ocean economy.
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Recognising the need to diversify funding sources and
increase blending, the 2015 Financing for Development
conference in Addis Ababa encouraged the use of
different streams of funding to meet global challenges
and the SDGs. ‘Turning billions into trillions’ requires
mobilizing private finance alongside public capital

to achieve sustainable outcomes. However, the

scale of current financial flows is insufficient mainly
because private finance is constrained by risk-return
requirements (Appendix C), and the volume of public
sector and philanthropic finance is inherently limited.

3.3.3. An unequal distribution of costs
and benefits

Access to ocean finance is limited and not well
understood by potential recipients, especially in
developing countries. Osterblom et al. (2020) found
that ocean resources and sectors are ‘rarely equitably
distributed’, and many of their benefits are captured by
a few. At the same time, most of the costs from ocean-
based economic activities, such as the environmental
impacts from pollution, are borne by women, youth
and marginalised communities. Women are particularly
disadvantaged because they face inequity worldwide
(Osterblom et al. 2020). Further, the lack of enabling
conditions in many developing countries means that
access to finance is more limited to begin with, and it is
not always fully understood by potential recipients.

The inequity identified by Osterblom et al. (2020) results
from the provision of subsidies to the fossil fuel sector
to the tune of $4.7 trillion globally, or 6.3 percent of
global GDP, in 2015 (Coady et al. 2019). Such subsidies
to big business only serve to increase inequality, which
ultimately leads to the unfair distribution of ocean
economic values and benefits to small-scale actors,
women and minority groups (Osterblom et al. 2020).
Clearly, existing inequalities need to be solved so that
the ocean economy can help reduce these inequities
around the world. Osterblom et al. (2020) make the
important argument that promoting equity, both within
and between countries, is integral to a SOE. Equitably
allocating ocean finance to all groups in society
(including women and minority groups) is a necessary,
if not sufficient, condition for tackling inequality in

the ocean economy. New innovative and inclusive
investments that are fair and accessible to all members
of society are needed.



The potential impacts of expanding the SOE in
developing countries are not well captured. Economic
inequality between nations has resulted in divergent
progress in ocean activities, and this has affected
millions of people worldwide who depend on the
ocean for their livelihoods and culture. For example,
seabed mining and fishing activities financed with
capital from a range of countries affect the well-being
of people in the developing world when they target, for
instance, migratory fish stocks as well as stocks shared
with developing countries (Jouffray et al. 2020). It is
important that the impacts of these activities at all scales
are studied and understood in order to provide the
information base to ensure that finance, subsidies and
insurance are designed to avoid supporting activities
with negative impacts on people and nature.

The available data are too aggregated in existing national
accounts and need to be disaggregated more, but this

is not an easy task (Fenichel et al. 2020). The current
effort by the UN System for Environmental Economic
Accounting, which provides a standardised framework to
account for environmental protection and management
expenditure (and taxes or subsidies) in a manner

that is interoperable, is a good effort that needs to be
expanded to include ocean finance information more
comprehensively (Fenichel et al. 2020). Similarly, the
recently established Global Ocean Accounts Partnership
has yet to include ocean financial flows in its framework
for ocean accounting and capacity-building activities (UN
ESCAP n.d.).

3.4. The Investment Pipeline Is
Weak

3.4.1. Limited availability of high-
quality, investible projects

Although there is no shortage of investment capital
available globally, the immediate lack of high-quality,
investible projects that would contribute to a SOE is a
substantial challenge (Koh et al. 2012; UN-OHRLLS 2013;
PEMSEA 2015; Fritsch 2020). The majority of sustainable
ocean interventions currently require grant capital

and do not generate sufficient, if any, financial returns.
For the minority of projects that do benefit the ocean
and generate a financial return, many are (i) too small
to be financially viable once the costs of due diligence
are considered and/or (ii) too high in the risk-return
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profile (see more on ocean risk in Section 3.5). This is
exacerbated by the fact that many sustainable ocean
interventions have low potential economic returns (see
Appendix C). The good news, however, is that there is

a growing number of ocean-focused start-up companies.!

3.5. High Risks without an
Enabling Regulatory Environment

3.5.1. Environmental complexities,
untested interventions, and
patchy regulatory and governance
frameworks

Historically, ocean economic sectors have operated
under relatively more unpredictable conditions than
those based on land due to the ocean’s vast size, physical
environment, and comparative lack of ownership and
responsibility in the ocean. For instance, the fluid and
interconnected nature of the sea means that pollutants
and alien species can be carried across much greater
distances than on land, thus creating unanticipated
impacts in far-off places. Likewise, because water is

less transparent than air, remote sensing technology

is unable to penetrate deep down to the sea’s surface,
thereby making it a lot more difficult and expensive to
understand what is occurring in the seabed and water
column. To overcome the higher risk profile associated
with the ocean environment and attract investments and
new forms of finance, a number of challenging enabling
conditions will need to be addressed. These include
capacity constraints, data challenges and higher-risk
operating and governance environments. In addition,
structural challenges related to investment in the ocean
make scale and replication more complex than in more
familiar terrestrial sectors (notably, related to tenure
and ownership, monitoring and enforcement). To attract
large-scale investments, it is critical to find ways to de-
risk the enabling environment associated with ocean-
based sustainable development projects and activities.
De-risking would help catalyse and catapult hundreds of
promising sustainable ocean ventures that are already in
development globally. The majority of these projects are
still in their very early days, are small and are hampered
by high risk levels that conventional venture capital
investors are unwilling to take.



4. Opportunities for Action

Here, we suggest a number of ways and means by which
the challenges and barriers identified can be removed
through actions by governments, private entities and
individuals.

4.1. Set Up and Implement New
(Shared) Rules, Guardrails and
Guidelines

To guide investment decisions and develop SOE policies,
itis critical that effective guardrails and guidelines are

in place and are widely adopted. An essential element

of this emerging SOE finance ecosystem will also be the
creation of ocean-based finance taxonomies, which, in
effect, will create classification systems of those activities
considered to comply with strong principles for a SOE.
The definition of a SOE as the ‘development of the ocean
economy in a way that balances the needs of people,
planet and prosperity’ is a good working definition

that could be adopted more widely in developing such
guidelines. Ultimately, the goal should be to ensure that
existing frameworks and guidelines bridge and speak to
each other and identify commonalities and differences
that exist between them. Finally, it is very important to
make sure that the frameworks developed are actually
implemented.

New standards and metrics need to be developed to
encourage and support stronger transparency and
consistent reporting across the SOE finance community.
Adequate governance, tracking and monitoring of flows,
as well as principles and policy frameworks, are needed
to ensure that innovative financial mechanisms support
the scaling up of blended finance and private funds that
are effectively aligned with inclusive and sustainable
development.

The Sustainable Blue Economy Finance Principles are
a strong set of scientifically and economically sound
principles, and wider adoption by private and public
entities should be encouraged. The principles are very
high level and, therefore, are relevant across many
contexts. However, due to the high-level nature of the
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principles, more detailed guidance and common blue
taxonomies are still needed. The EU taxonomy can
provide an important first step in creating a common
global taxonomy.

The Task Force on Climate-related Financial Disclosures
(TCFD) is a private sector-led task force that provides

a standardised disclosure framework so that carbon-
related assets and climate risks can be better assessed
and decisions better informed. Within an ocean

context, the disclosure framework can help minimise
unanticipated impacts arising from climate change,
such as financial losses to coastal real estate and
infrastructure resulting from sea level rise. With strong
endorsement and leadership, in particular from

central banks, uptake has already been high, with

1,068 supporters as of February 2020 and a market
capitalization of over $12 trillion (TCFD 2020). Building
on the success of the TCFD, dialogue is now ongoing
around the potential to extend this approach to the risks
associated with the loss of nature through a new Task
Force for Nature-related Disclosures. These tools will
need to align with science and the post-2020 framework
on biodiversity.

4.2. Strengthen Knowledge, Data
and Capacity in Ocean Health
and Finance

This will allow decision-making processes and activities
to adapt to new knowledge of the potential risks,
cumulative impacts and opportunities associated with
business activities. Moreover, information on the status
of the natural asset being invested in is required for
meeting rigorous criteria during a project’s due diligence
phase and throughout its life cycle. Consequently,
strengthening knowledge is especially pertinent in
developing countries, where data and information gaps
are key challenges to attracting finance for investments,
such as for fisheries reform (Holmes et al. 2014).

At the national level, investing in a coordinated research
and development framework is a way to leverage funds



and expertise to grow knowledge and human capital and
to advance ‘blue’ technology for ocean sustainability. For
instance, Australia’s Blue Economy Cooperative Research
Centre brings together government, public and private
enterprises in the aquaculture and renewable energy
sectors to develop sustainable offshore technologies

to increase Australia’s food and renewable energy
production. A central focus is investment in higher
education and research to increase knowledge and
human capital to enable further engagement in a SOE.

SDG 17 on ‘means of implementation’ identifies targets
and indicators that can be used to track financial flows
for sustainable development. These are broad but
nonetheless applicable to a SOE: (i) increasing domestic
resource mobilisation, including through international
support to developing countries to increase capacity
for tax and revenue raising (17.1); (ii) mobilising
additional financial resources for developing countries
from multiple sources (17.3); (iii) assisting developing
countries to attain long-term debt sustainability (17.

4); and (iv) achieving the target of 0.7 percent of gross
national income to developing countries as ODA.

Arecent tracking tool launched in 2019 by the Our
Ocean conference, which also records monetary
commitments to ocean conservation and sustainability,
is beginning to fill this need (Our Ocean 2019). The OECD
is developing estimates of financial support provided

to the SOE, especially with respect to the role of ODA
and blended finance in supporting sustainable ocean
activities, and the finance flowing from the use of
economic instruments (such as fees, taxes and charges).
Finally, the philanthropic- and grant-funding tracker
FundingtheOcean.org is seeking to shed greater light on
the size of this source of finance.

Efforts should be made to more consistently and
comprehensively monitor and report on finance for the
conservation and sustainable use of the ocean, across
both the public and private sectors. These efforts should
involve better tracking and monitoring of financial flows
for biodiversity, which cover finance for both terrestrial
and ocean ecosystems (OECD 2019a). Countries
should—individually and regionally—invest in data and
analysis more generally. Government budgets need to
be able to track spending on ocean-based sustainable
development. Developing ocean data architecture at
sufficient granularity will support adaptive management
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to assist with ocean health and social equity and will
help private investors have sufficient information to
make key investment decisions. It will also help local
entrepreneurs and support good business plans and
practices.

National ocean accounts are a major sub-component
of the data infrastructure required. The integration of
environmental and economic information through a
sequence of ocean accounts is one means of improving
the data situation highlighted here. For example, the
time series of financial flows can be correlated with
ecosystem changes within an integrated national
accounting framework (Fenichel et al. 2020).

4.3. Strengthen the Enabling
Environment, Increase Inclusivity
and Correct Market Distortions

4.3.1. Strengthen the enabling
environment

Effective and stable regulatory and policy environments
will do a better job of attracting investment. To

maintain and potentially increase the flow of economic
benefits from the ocean economy, governments

need to continuously provide a supportive enabling
environment. Governments and multilateral agencies
have critical roles to play, therefore, in creating
attractive financing conditions by reforming policies
and creating regulations that strengthen the sustainable
management and governance of natural capital and
facilitate and incentivise social enterprise and new forms
of capital (UNDP and GEF 2012; J.P. Morgan and GIIN
2014; Whisnant and Reyes 2015). This might include
national policies that secure tenure and establish robust
enforcement mechanisms in the fishing sector (FAO
2013) or that support technology transfer and incentivise
renewable energy (Thiele and Gerber 2017; IRENA 2018).
Ocean policymakers and managers should provide
greater clarity regarding their policy objectives and
approaches and maintain a high level of transparency
and consultation with stakeholders at all levels.

Investing in improving and streamlining policies—
such as those related to (i) transitioning shipping
to become more green; (ii) building renewal energy
infrastructure; (iii) nature-based solutions, such as
the effective protection of habitats and ecosystems



(e.g., coral reefs and mangroves) that provide essential
ecosystem services (including coastal protection and
carbon sequestration); (iv) supporting multi-sectoral
collaboration; and (v) the implementation of marine
spatial planning to reduce user conflicts and ensure
that cumulative impacts of activities do not exceed

the carrying capacity of the ecosystem—would be an
excellent way to improve the enabling environment.

4.3.2. Increase inclusivity

Given the importance of small and medium enterprises
(SMEs) to portfolio development, governments should
also create conditions that provide access to financing,
savings, micro-insurance and other services (Grace and
van Anrroy 2019). Sovereign insurance products can

also substantially improve the risk profile of projects.
Improved disaster and shock-related insurance, such as
the Caribbean Catastrophe Risk Insurance Facility, is also
critical to strengthen private investor confidence.

Other factors limiting ocean finance include the lack

of intermediation capacity and transition capital.
Capacity building, training and tertiary education needs
to support leaders, managers and local entrepreneurs
who can speak both the language of finance and the
language of ocean science. National and international
organisations can build the capacities in support

of sustainable ocean finance through information
provision, training and networking.

Building the kind of information needed to attract
investments into the ocean economy requires a
significant increase in human capacity for acquiring,
investing and aligning ocean finance in many developing
maritime countries. Effective capacity building in the
areas of ocean finance, insurance and the application

of fiscal instruments—especially from the international
community, such as multilateral organisations or
bilateral aid—is urgently needed to support investment
for a SOE.

4.3.3. Correct market distortions

Aresilient ocean economy requires rigorous and
comprehensive ocean governance, which is not cheap
and therefore needs continuous funding. A greater
proportion of ocean economic output needs to be
allocated to multi-sector and multinational ocean
governance strategies. In addition, market distortions
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need to be corrected through taxation, the pricing of
services and the re-purposing of harmful subsidies to
more sustainable and equitable uses.

The mechanisms by which countries could capture

such revenue will vary according to the country context
and include a combination of domestic taxes, levies,
fines, fees and other mechanisms that monetize ocean
benefits and ocean impacts. Once collected, these funds
could be allocated, in a transparent way to multi-sector
ocean governance strategies and marine spatial plans,
including management of all significant threats and
impacts to ocean health (Appendix D) as determined by
the country.

Fiscal (e.g., subsidies, fees and taxes) and non-fiscal
(e.g., tradable permits and social norms) incentives
should also be deployed to ensure that the effects of
negative externalities are eliminated while those of
positive externalities are promoted. Environmentally or
socially harmful subsidies could be diverted to support
the move to renewable energy or related sectors such as
sustainable aquaculture (Figure 3).

Market-based incentives, such as certification,

can increase the investment potential for projects

by providing some assurances on sustainability
throughout the supply chain and implementing more
transparent monitoring approaches (Lubchenco et

al. 2016). Governments again have a role to play in
creating stronger incentives for certification, whilst

the conservation and development sector will need to
provide technical assistance. A key challenge for these
products is their accessibility to developing countries.
The costs of certification schemes, for instance, are
usually high enough to make them out of reach for many
developing countries. Also, the reporting requirements
for these products may be too demanding for many
countries, thereby limiting the ability to scale them up
globally.

Environmental fiscal reform (i.e., taxation and pricing
measures that can raise revenues while furthering
environmental goals [OECD 2006]) provides an
opportunity to align public and private incentives in
the ocean economy. It is also a mechanism to share the
wealth of ocean resources more broadly in society. The
imposition of taxes, levies and fees on ocean economic
activities, in combination with proper management



measures— which may include assigning rights to or
limiting access appropriately to these resources—can
generate revenues to help bring about a SOE.

Auctions for access to ocean resources can help measure
their value and generate funds to use for sustainable
management and for the benefits of communities at
large. The vessel day scheme of the Parties to the Nauru
Agreement provides an example whereby vessel days
are pooled and then auctioned to distant fishing nations.
This ensures that the owners receive the full value of
these ocean resources from users. Auctions need to
consider community, customary and indigenous rights—
for example, by reserving quotas for indigenous or local
fishing communities or by establishing license banks and
funding mechanisms for community fishing associations
(Sumaila 2010).

Existing funds can also be used more wisely. Redirecting
harmful subsidies to beneficial uses is an opportunity to
catalyse a SOE and improve gender and other equalities
(Osterblom et al. 2020). For example, international
negotiations and mandates, such as the Asia-Pacific
Economic Cooperation, the Group of Twenty, SDG

14.6, the World Trade Organization negotiations and

the Group of Seven, have called repeatedly to phase
out inefficient fuel subsidies and distortive support
measures (OECD 2018). This momentum for reform can
be channeled into better policies for a SOE.

4.4. Stimulate the Pipeline of
Investible Sustainable Projects
Some recent studies estimate the potential economic

benefits of transition investments (e.g., WWF 2019) and
find that the return on investments can be high (Sumaila

Figure 3. Examples of Opportunities for Action by the Private and Public Sectors in Support of a SOE
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et al. 2012; Costello et al. 2016; World Bank 2017;
Waldron et al. 2020). This opens the opportunity for
finance to capture future economic gains in exchange for
helping to pay for and smooth the transition. It is unlikely
that a single financial transaction or institution will be
responsible for bringing a green shipping business or
fishery all the way through the policy reform process to
environmental and economic sustainability. Yet a variety
of mechanisms can blend early stage grant funding and
concessional finance from philanthropic organisations
and development finance institutions with later-stage
capital from the private sector (EDF and Nicholas
Institute for Environmental Policy Solutions 2018).

Investments into these kinds of SOE tools and
approaches should be considered to be an essential

part of any business or nation’s risk-reduction and
resilience-building plan. In particular, large-scale
sustainable—and, more importantly, natural—ocean and
coastal infrastructure spending must become a priority
to address climate adaptation and build the resilience

of the ocean to cumulative impacts. The Energy Sector
Management Assistance Program, funded by the

World Bank and the governments of World Bank Group
members, helps low- and middle-income countries
develop environmentally sustainable energy solutions,
including offshore wind energy. Importantly, it does

this by focusing on addressing poverty and knowledge-
creation needs. The private sector can also play a key
role in delivering sustainable coastal infrastructure at

a local scale. For example, Swimsol, a company based

in Europe, set up the first floating solar panels in the
Maldives. It achieves a 3-8 percent rate of return from its
investment by engaging in a long-term power purchasing
agreement with its clients (either hotels or utilities). Both
parties benefit from this agreement because Swimsol’s
solar power is 10-50 percent cheaper than its clients’
current power generation costs, which are based on
diesel generators.?

Efforts to deliver debt, equity and grants to key
initiatives—including finance for the implementation

of the high seas or ABNJ agreements currently being
developed by the UN, the next phase of delivery on SDG
14 and the Decade of Ocean Science for Sustainable
Development—would be achieved through the broad
adoption of a common implementation framework and
guidance that aligns with the Sustainable Blue Economy

Finance Principles. In this regard, the Ocean Financing
Initiative spearheaded by the ADB supports Asia-Pacific
countries in developing bankable investments needed to
meet SDG 14.

International institutions, such as the Intergovernmental
Oceanographic Commission of the United Nations
Educational, Scientific and Cultural Organization; the
Food and Agriculture Organization of the United Nations;
the United Nations Development Programme; UNEP; the
OECD; and the United Nations Economic Commission
for Africa, as well as international NGOs and others, also
have arole in clearly communicating ocean challenges
to their respective sectors (IOC-UNESCO et al. 2011).

By doing so, the impacts of a changing ocean on food,
human health, development and the environment are
highlighted and can be used to deliver funding strategies.
Such dialogues will also present a good opportunity to
develop an understanding with the finance community
on the scale and urgency of the issues that need to be
tackled, of the importance of building in flexibility in
investment time horizons, and of including a diverse
stakeholder group (from decision-makers to the wider
community) in governance and equity ownership.

In addition to addressing specific inequalities related
to ocean governance and developed versus developing
countries (e.g., capping carbon limits for developed
countries; improving fisheries access regimes),
developed countries should financially support
developing maritime countries with sustainable ocean
management. Individual projects and regulations that
address specific components of ocean governance are
important and necessary, but there is a larger picture
of whole-domain ocean governance that requires
significant financial capital. In addition, for SMEs beset
with problems associated with economies of scale

and high transaction costs, business technology and
innovation incubators are needed.

4.5. Explore New Financing
Mechanisms and Tools

New innovative financing vehicles can be created and
launched by the private sector alone or in partnership
with public entities in developed and developing
countries alike. In fact, the latter can leapfrog to
innovative financial instruments in support of a SOE,
climate change mitigation and adaptation, and the
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Box 1. Innovative Financial Instruments

Example 1: Ghana launches funds to attain Sustainable Development Goals (SDGs). On 1 August 2019,
Ghana introduced two funds with the objective of attracting finance to the country’s effort to achieve the
SDGs of the United Nations. The funds known as the SDG Green Fund and the SDG Delivery Fund will be
mobilised and managed by the private sector, with government support—a kind of public-private partnership

arrangement. The SDG Green Fund is geared towards the provision of clean and renewable energy (‘Think

Ocean’) for use by industry, whereas the SDG Delivery Fund will draw finance to fund climate-smart activities.
The funds are expected to raise billions of Ghanaian cedis (US$1 = 5.40 cedis) from voluntary contributions
and corporate social responsibility initiatives from the private sector to support the country’s efforts towards

achieving the SDGs.

Example 2: The Development Bank of Southern Africa establishes a 2-billion-rand (US$142.86 million)
Climate Finance Facility (CFF). The CFF will be available to infrastructure projects and businesses that
mitigate or adapt to climate change. The finance facility raises capital from both private sector commercial

banks and other development finance institutions. It co-funds projects by offering credit-enhancing products

in the form of subordinated funding and/or tenor extension. The CFF provides risk mitigation where new
technology is involved or the project and businesses are still in a developmental phase. This initiative applies
the green bank concept. Green banks have been established in the developed world, but South Africa is
probably the first to establish it in the developing world. The goal of these banks is to support the Paris
Agreement and the SDGs. A similar example is the Seychelles blue bond. This blended finance combines a
World Bank-guaranteed Global Environmental Facility concessionary loan and private investment to support

a transition to sustainable fisheries and is implemented through the independent Seychelles Conservation

and Climate Adaptation Trust and the national Development Bank of Seychelles.

environment in general. Two recent examples are
described in Box 1.

New financing tools and access to capital markets are
needed to act as a positive incentive for sustainable,
inclusive and climate-resilient ocean activities.
Innovative mechanisms that bring new forms of finance
into the system and are more accessible to communities
in developing countries, particularly women, youth

and marginalised communities, will need to be created
while reducing the overexploitation of ocean resources.
These tools can also facilitate effective management
and governance while promoting the security of the
ocean space in a context of increased access to new
ocean resources. In the Caribbean, programs are
currently being developed to provide small-scale fishers
with micro-insurance policies to protect them from
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extreme weather risks and to provide governments with
parametric policies that would help with the recovery
of fisheries after an event with a severity that surpassed
an agreed-upon threshold point (McConney et al. 2015).
In Madagascar, a partnership between a commercial
seafood exporter and a local research institute produces
juvenile sea cucumbers for locally managed sea
cucumber aquaculture farms, thereby enabling locals to
earn income while reducing exploitation of wild stocks.
It is expected that these schemes will also indirectly
strengthen conservation and fisheries management.

A noteworthy financial mechanism developed and

implemented by Impact Investment Exchange (I1X) and
the [IX Foundation USA, known as the IIX Sustainability
Bonds (ISBs), explicitly targets the inclusion of women
in economic activities. These bonds are debt securities



that effectively mobilise large-scale private sector capital
by pooling together a basket of high-impact entities
(underlying borrowers) into a single structure. These
instruments are then sold to impact investors and are
paid back over time by the underlying borrowers, with
areasonable rate of interest. These ISBs can be listed

on a social stock exchange to add an additional layer of
transparency for both financial and impact performance.

Green/blue/climate bonds have to meet investment
criteria and accountability requirements (e.g., Green
Bond Principles; ESG criteria; and investment principles
for sustainable fisheries) and certification to qualify for
such labels and ensure the integrity of markets in the
investment community. The Climate Bonds Initiative
has putin place a number of sector criteria, including
for marine energy and water utilities.> Other relevant
initiatives include the Blue Natural Capital Positive
Impacts Framework and the technical guideline for
blue bonds (Roth et al. 2019).* Innovative financial
instruments (e.g., green/blue bonds) are increasingly
attractive and can generate new capital for sustainable
ocean economic activities built on a healthy and well-
managed ocean resource base (Hudson and Glemarec
2012; Miller et al. 2016; Thiele and Gerber 2017; lyer et al.
2018; Walsh 2018; Jouffray et al. 2019).

Under a debt conversion program, also known as debt
restructuring and formerly known as debt-for-nature
swaps, negotiations take place whereby a portion of the
debt owed to creditors is restructured and converted
into agreed-upon initiatives that address, for instance,
marine conservation and climate change. The debtors
are then obligated to execute the initiatives. As an
example, the government of Seychelles entered into a
debt conversion program with the Paris Club, with the
assistance of The Nature Conservancy (TNC). One of
the conditions linked to the debt conversion was the
development of the Seychelles Marine Spatial Plan.

A new act was also passed to create the Seychelles
Conservation and Climate Adaptation Trust, which
provides a well-governed funding mechanism for

the long-term financing of activities related to the
stewardship of Seychelles’ ocean resources and blue
economy. We suggest that additional debt conversions
be designed and implemented to support developing
countries to implement ocean governance priorities. This
will only be possible with full government commitment
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due to the comprehensive negotiations and related
obligations.

Having the right kind of investment structure is critical
to the success of innovative finance mechanisms. Trust
funds and endowments, in particular, have a strong
track record in assuring long-term funding sources for
conservation and development projects (de Vos and
Hart 2020). Ultimately, the most appropriate financing
mechanism depends on many factors, including scale
and debt/equity mix. It will be important to showcase
the ability of these mechanisms in achieving beneficial
financial, social and environmental returns (Bladon et al.
2014; Baumann et al. 2017; Fitzgerald et al. 2020).

Along with having the right model, a trusted project
entity is needed to manage and distribute the funds
across aggregated projects, reducing the overall project
risk and transaction costs, especially when projects

are small scale (Bladon et al. 2014). Local business
communities can achieve this by acting collectively in
networks and forming cooperatives (Lubchenco et al.
2016) that can substantially lower transaction costs,
identified as a key priority for investments into fisheries
(WWF 2019). However, unless cooperatives have strong
governance in place, they may not be suitable for large
investment structures.

Although micro-finance continues to be important

to many communities in the global south and east,
innovative sustainable finance mechanisms should also
play an important role in attracting and sustaining new
forms of finance. These may include tried-and-tested
models, such as payments for ecosystem services, debt-
for-nature or adaptation swaps, new SOE investment
funds or emerging MPA-financing models. Seychelles’
innovative and blended financing mechanism has
provided an important model at a national scale and
has shown that developed countries have a strong role
to play in supporting debt conversions that enable
maritime developing countries to effectively invest in

a SOE. The green finance space, which considers wider
terrestrial sustainable finance challenges, has had a
head start on sustainable ocean finance and may offer
a wealth of experience, examples and best practices to
adapt and apply to finance for the SOE.

For instance, blended finance can offer substantial
opportunities to improve investor confidence by



providing up-front low-interest or grant-based
investments to strengthen the enabling environment—
such as strengthening the governance and regulatory
environment and restoring the resource base—towards
reducing the risk profile and improving investor
confidence. This might include investing in (i) improved
fisheries policies as well as monitoring control and
surveillance at sea, including ABNJ, to reduce illegal,
unreported and unregulated (IUUV) fishing and strengthen
sustainable management of fisheries; (ii) the effective
protection of habitats and ecosystems, such as coral
reefs, sea grass and mangroves that provide essential
ecosystem services, including coastal protection and
carbon sequestration; (iii) technology and capacity for
implementation of marine spatial planning to reduce
user conflicts and ensure that the cumulative impacts
of activities do not exceed the carrying capacity of the
ecosystem; and (iv) setting up investible entities that
can substantially lower transaction costs and aggregate
sustainable projects in a way that they become more
investible. Larger projects can be structured as blue
bonds and blended finance, whereas smaller projects
may be more suitable for other forms of impact
investing or other incremental investment approaches.
The OECD’s Principles on Blended Finance provides an
important reference in this context (OECD 2017b).°

4.6. Stop Insuring Non-
compliance and Develop
Best Practices to Incentivise
Sustainable Behaviour

The understanding and design of policies to deal with
the negative effects of externalities is fundamental to
achieving a SOE. This is because externalities underlie
many aspects of our unsustainable behaviour. Whilst
the SOE finance ecosystem develops, immediate action
should be taken to avoid financing practices that support
illegal and significantly harmful activities in the SOE,
such as illegal fishing (Sumaila et al. 2020; Widjaja et
al. 2020) and pollution (Jambeck et al. 2020), and work
towards incentivising positive behaviour at both macro
and micro levels.

Such activities pose risks to the ocean and have
significant costs to people, the private sector (e.g.,
insurance companies) and governments. In 2017,
an industry-wide statement against IUU fishing was
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launched, confirming the commitment of insurers,
brokers and agents to not knowingly insure or facilitate
the insuring of IUU fishing vessels (Miller et al. 2018).
Economic instruments such as subsidies and taxes are
cost-effective mechanisms that can help eliminate the
effects of negative externalities while promoting positive
externalities (Milazzo 1998; Akerlof and Kranton 2000;
Ellickson 2001; Kiibler 2001; Clark et al. 2005; Sumaila
and Pauly 2007; Sumaila et al. 2010).

Institutional investors can use their influence to promote
transparency and best practices in seafood and other
ocean sectors, such as those implemented by the
Fisheries Transparency Initiative (FiTi). Supply chain
traceability is fundamental to the ability of any investor
to exercise due diligence. The arguably low traceability
in many marine seafood supply chains currently
impedes this capacity of corporate investors to steer
investments towards more sustainable practices. Yet
catch documentation and certification schemes offer
mechanisms to enhance traceability. To ensure scrutiny
of corporate behaviour, investors should demand that
companies show demonstrable efforts at achieving
full-chain traceability, and that they fully declare their
product mix and sourcing (including area and supplier).
Furthermore, investors should insist on the systematic
disclosure of metrics such as biomass produced, amount
of antibiotics used and percentage of eco-certified
products.

Corporate debt also provides a powerful source of
influence for banks to promote sustainability in all
ocean sectors. Although the literature on bank lending
and environmental sustainability remains limited
(Coulson and Monks 1999; Thompson and Cowton
2004; Jouffray et al. 2019), a recent review of the
plausible power of banks in setting a sustainability
agenda suggests that covenants are a key mechanism
to examine further (Jouffray et al. 2019). By regulating
the actions of the borrower, covenants can be important
mechanisms through which banks can incentivise and
steer companies towards implementing improved
sustainability measures. Unlike blue or green loans,
which are earmarked to finance a specific project,
sustainability-linked covenants can be used for general
corporate purposes. Providers of corporate debt should
develop loan covenants based on the best available
practices. Whereas such covenants will require tailoring



to fit specific sectors, initiatives such as the Principles for
Investment in Sustainable Wild-Caught Fisheries (EDF et
al. 2018) and the Ocean Disclosure Project can serve as
valuable baselines to be further developed.®

A good example of how to overcome these challenges

is the introduction of special green investment funds

in the Netherlands that are exempt from income tax,
thus allowing investors in green projects to contract
loans at reduced interest rates (usually around 2 percent
less than commercial rates). Some of the approved
funds include investments that aim to improve ocean
sustainability by encouraging green shipping or
incentivising cruise ships to use electric energy. These
Dutch green funds have attracted more investment than
can be utilised in the available schemes (Mountford and
Keppler 1999), which is a very good sign for the future
prospects of such initiatives.

4.7. Boost New Approaches to
Insurance

The insurance industry has the potential to play three
important roles: as risk managers, risk carriers, and
investors. As risk managers and carriers who rely on
research, modelling and data analysis, insurers can
recommend more sustainable practices to their clients
and the communities they service. Insurers are also
major institutional investors, and in this role, they

can elect to support only those clients or projects

that contribute to a SOE and to divest from those that
do not. There is also an opportunity for all levels of
government—local, national and international—to work
with the insurance industry to promote the development
of a SOE. At the local level, this could involve making
improvements in risk modelling; at the national and
international levels, policy and regulatory frameworks
could be reshaped to incentivise responsible and
sustainable maritime industry practices (Carr 2018;
Laffoley and Baxter 2018; Niehdrster and Murnane 2018).

Insurance can also be a source of finance that can

be used both to leverage private investments such

as blended finance and/or directly invest in the
conservation and sustainable use of the ocean.
Mechanisms to address local externalities can be
designed and implemented by a single country, but it is
much more challenging to address global externalities.

In June 2019, the first-ever insurance policy on natural
infrastructure was put in place on a portion of the
Mesoamerican Reef in the Mexican Caribbean. Created
through an initiative led by TNC, this policy secures
funding to repair damages to the reef following a
hurricane, preventing long-term damage and enhancing
protection of the onshore community. Studies have been
completed that estimate the monetary values of the
protection offered by coastal habitats, and these findings
justify the development of the Mesoamerican Reef policy
and the future creation of insurance policies elsewhere,
which TNC hopes to pursue.

Insurance companies could design novel products that
proactively seek commercial opportunities. For example,
TNC, Swiss Re and several partners have developed a
coral reef insurance mechanism in Quintana Roo, Mexico,
to provide finance to build the resilience of coral reefs to
storm damage and to fund restoration activities in the
event of a large storm event (lyer et al. 2018) (Figure 4).

There appears to be great potential for the creation

of additional insurance products and services that

can contribute to the creation of a SOE. The insurance
industry could become a leader in tackling the issue of
marine plastic pollution (Lau et al. 2020), for example.
Insurers could provide insurance statistics to show the
extent to which plastic debris enters the ocean from
at-sea sources and its economic impact. Similar to what
has been done on the topic of IUU fishing, insurance
industry guidelines and other strategies for influencing
reduced plastic marine pollution from at-sea sources,
seabed mining and biotechnology investment could be
developed.

The Pacific Ocean Finance Program is funding the
analysis and development of novel ocean insurance
products for the Pacific Islands region in partnership with
Willis Towers Watson (Wharton and Young, forthcoming).
Three draft concepts for the potential application of
parametric insurance to support ocean health are in
development, including (i) parametric cyclone insurance
for a segment of the Great Sea Reef in Fiji to incentivise
preparedness and finance rapid response and early
recovery after major cyclone shock events, (ii) parametric
insurance for marine thermal shock events using a sea
surface temperature index to help mitigate the economic
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Figure 4. Simplified Conceptual Diagram of Coral Reef Insurance for the Mesoamerican Reef
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from Swiss Re
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MESOAMERICAN REEF

Payment of $25-$70 million in case
of extreme weather events. Payouts
guaranteed within 10 days of
compensation requests

Note: All figures are in USS.
Source: lyer et al. 2018.

consequences of tourism revenue decline due to sudden
natural asset degradation in Palau and (iii) livelihood
protection as a social benefit through parametric
insurance to support fishers’ resilience and incentivise
improved fisheries management in Vanuatu.

In addition, the ADB, the Global Environment Facility,
and TNC are collaborating on developing natural capital
insurance products for coral reefs in Asia and the Pacific
Islands. Another relevant initiative is the Ocean Risk and
Resilience Action Alliance, launched at the UN Secretary-
General’s Climate Action Summitin 2019, which is
designed to help drive the development of innovative
finance products to regenerate coastal natural capital
and build resilience in the world’s most exposed and
vulnerable regions and communities.

The marine insurance sector has already begun
implementing strategies to manage and reduce ocean-
related risks. The development of this statement was
facilitated by the environmental non-profit organisation
Oceana and UNEP’s PSl initiative. To date, more

than 30 insurers, insurance market bodies and key
stakeholders, spread across five continents, have signed
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and supported this statement, including some of the
world’s largest companies. Working again with the

PSI Secretariat and with contributions from industry
stakeholders, Oceana developed risk management
guidelines that were launched in February 2019 (Miller et
al. 2018). These guidelines help insurers avoid contracts
associated with IUU fishing and improve transparency
and accountability within the global fishing sector. The
FiTi and other transparency programs can help guide and
support appropriate investment in the ocean economy.

Looking to the future, insurers can also follow guidance
issued by the PSI to determine how they can best
contribute to a SOE and manage ESG risks. Together with
the support of industry contributors, the PSI Secretariat
recently developed a draft guide for managing ESG risks
in the non-life insurance business (UNEP Fl and PSI
2019). The guide contains heatmaps indicating areas of
potential elevated risk within various economic sectors
and lines of insurance, and it also provides a list of
standards and technical guidelines that are available to
help insurers identify, assess and mitigate risks.



5. Conclusions

A healthy ocean that supports a SOE requires a range

of interventions to improve governance, science and
management; finance is an important enabler of a

SOE and the major driver behind all ocean-based
commercial activities. The best ocean policies and
practices can be undone by inadequate financing and by
economic externalities that undermine conservation and
sustainable use.

This Blue Paper provides an evaluation of how economic
instruments and finance mechanisms can be applied to
realise a SOE. To turn ocean sustainability challenges
into opportunities, the public and private sectors need
to create and better mobilise a full suite of financial
tools and approaches, insurance, and fiscal and market
incentives. Additionally, they need to strengthen key
aspects of the enabling environment to support the
transition to an ocean economy that is sustainable

and inclusive; this can be accomplished by making the
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benefits the SOE generates available to all, especially
women, youth and marginalised communities.

The most significant action will be to influence future
mainstream finance. By providing clear principles,
guiding frameworks and metrics, and by proactively
avoiding the financing of known illegal and harmful
activities, trillions of dollars of ocean finance could be
redirected towards sustainable development pathways,
creating long-term and positive systemic change.

If our suggestion to allocate a higher proportion of
ocean GDP to attaining a SOE is followed by half of the
world’s maritime countries, that alone could generate
the seed money needed to incentivise the kind of public
and private investments needed to ensure a SOE. The
big message from this contribution is that a significant
increase in sustainable ocean finance will be required to
ensure a SOE that benefits all, including a broad section
of society and businesses.



Appendix A: Definitions of
Sustainable Ocean Economy
and Blue Economy

Asian Development Bank  The environmental, social and economic sustainability of sectors that impact and/or derive
economic activity from the ocean.

Center for the Blue It uses three related but distinct meanings: (i) the overall contribution of the ocean to

Economy economies, (ii) the need to address the environmental and ecological sustainability of the
oceans, and (iii) the ocean economy as a growth opportunity for both developed and developing
countries.

Economist Intelligence A sustainable ocean economy emerges when economic activity is in balance with the long-term

Unit (2015 adapted capacity of ocean ecosystems to support this activity and remain resilient and healthy.

working definition)

Organisation for The ocean economy can be defined as the sum of the economic activities of ocean-based

Economic Co-operation industries as well as the assets, goods and services of marine ecosystems.

and Development

United Nations Protecting and restoring ocean resources while increasing the economic activity derived from

Development Program the ocean.

World Bank The sustainable use of ocean resources for economic growth, improved livelihoods and jobs

while preserving the health of the ocean ecosystem.

World Wide Fund for A sustainable blue economy is one which provides social and economic benefits for current
Nature and future generations; restores, protects and maintains diverse, productive and resilient
ecosystems; and is based on clean technologies, renewable energy and circular material flows.
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Appendix B: The MPA

Financing Gap

Binet et al. (2015) assessed financing needs and gaps
for MPAs in the Mediterranean and found that the 14
countries studied funded their MPA systems to the tune
of nearly $60.5 million per year. The authors also found
that the financing needs for effective management of
these MPAs was much higher, resulting in a financing gap
(available funds minus financial needs) of $776.4 million
per year. Data reported in Sumaila et al. (2019) reveals
that the total cost of establishing and maintaining MPAs
in 2018 worldwide was $2.3 billion. It is known that not
all of the currently declared MPA area of 7.3 percent of
the ocean surface is adequately protected. In fact, only
2.3 percent is currently ‘highly’ or ‘fully protected’, and
most of the remaining 5 percent is not protected at all
(Sala et al. 2018). Hence, to get to 10 percent of highly
or fully protected areas from the current 2.3 percent,
$7.7 billion is needed globally. Clearly, and as suggested
by Laffoley et al. (2020), adequate, comprehensive and
effective funding mechanisms will need to be putin
place to deliver the actions required for integrated ocean
management in support of a SOE.

Although the costs of establishing and running

MPAs (which should be more appropriately seen as
investments) are high, there are numerous benefits for
implementing MPAs. Effectively managed and located
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MPAs reduce fishing pressure and increase habitat
protection and ecosystem resilience (Costello 2014).
This can lead to ecological benefits such as an increase
in the abundance, diversity, size and biomass of fish
and invertebrate species (McClanahan et al. 2007; Russ
et al. 2008; Lester et al. 2009). MPAs may also help
marine organisms, ecosystems and societies adapt to
climate change by protecting habitats from harm and
degradation, thereby reducing the effects of climate
change. For example, intact coastal ecosystems can
reduce the risks arising from more frequent and severe
storms and flooding (Roberts et al. 2017). The ecological
benefits from MPAs can translate into economic
benefits. For instance, fisheries benefits can arise from
the spillover of fish biomass from inside the MPA to
fished areas outside the MPA (Russ et al. 2004; Goili et
al. 2008). Well-implemented MPAs can also benefit the
tourism and recreation sectors (Ballantine 2014) and
provide ecosystem goods and services (e.g., coastal
protection from coral reefs, mangroves and sea grass)
(Davis et al. 2019). These studies show the insurance,
market and non-market values of protecting a significant
portion of the ocean portfolio and highlight the fact that
establishing MPAs not only support social equity and
ocean health but also make economic sense.



Appendix C: The Types and
Sources of Capital for
Financing a SOE

Several capital types are currently available that can
be used to either finance a SOE or serve as the basis for

developing new innovative ones that can better serve the

ocean economy. A broad categorisation of capital types
is provided by de Vos and Hart (2020). The deployment of
these different types of capital by investors depends on
the expected returns from the investment, which, in turn,

depend on the risk-return equation faced by investors

(Table C1).

Some of the needed investments in a SOE are likely

to generate competitive expected market returns

and should be better promoted/simplified for private
investors. Other investments should expect positive but
below-market returns. In this case, the blending of
private and public capital can still deliver adequate returns
to investors, such as impact funds. Other investments are
‘pure costs’ and need socially beneficial subsidies (i.e.,
those that help society eliminate negative externalities
or reinforce positive ones), public investments and
philanthropy (grants) to work (Table C1).

Table C1. Capital Types and Their Use Depending on Expected Returns

CAPITAL TYPE

DESCRIPTION

EXPECTED RETURN
(MARKET OR BELOW

MARKET, INCLUDING
<0 RETURN)

Impact only
« Corporate social responsibility investment
« Public grants
« Philanthropic grants
« Publicfinancing
« Official development assistance

Debt
« Loans
« Bonds

Equity
+ Public equity
+ Equity investment

Blended finance

This is usually long term but small-scale in

Below-market return

comparison to larger types of commercial

finance.

This is a low-risk, low-reward type of cap-

Market return

ital. Debt providers do not have the same

level of influence over an investment as

equity investors.

Equity is based on taking an ownership

Greater-than-market return

stake in an investment; some types of
equity (e.g., venture capital) are high risk,

high reward.

This combines official development assis-

Below-market return

tance with other private or public resources
in order to ‘leverage’ additional funds from

other actors.

Note: See de Vos and Hart (2020) for more details and examples.

24 | High Level Panel for a Sustainable Ocean Economy



Appendix D: Threats to the
Ocean Economy

The following environmental and social impacts have the
potential to undermine the sustainability of the ocean
economy.

Environmental Impacts

FISHING AND CAPTURE OF MARINE LIFE
Overfishing, whaling and shark finning; habitat
destruction from fishing gear and practices; ghost
fishing; discards, bycatch and entanglement

MARINE POLLUTION

Plastics, mercury and other heavy metals; garbage;
and land-based pollution, including nutrients and
agri-chemicals, directly harm marine organisms and
ecosystems (e.g., ingestion of plastics, algal blooms,
eutrophication)

CLIMATE CHANGE

Ocean warming; ocean acidification, sea level rise, more
frequent events, hypoxia and dead zones; melting ice
caps

MARINE MINING, OFFSHORE OIL AND GAS
Biodiversity and habitat loss; oil spills

FISH FARMING
Escapees; overuse of antibiotics; excessive use of
fishmeal and oil

COASTAL AND MARINE TOURISM

Habitat destruction and damage from the construction
and operation of tourism infrastructure; impact of tours
and activities on habitat and biodiversity; wastewater
and garbage pollution from tourists
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COASTAL DEVELOPMENT

Habitat destruction and damage from the construction
and operation of coastal infrastructure; impact of coastal
cities on habitat and biodiversity; wastewater and
garbage pollution from coastal populations

PORTS AND SHIPPING

Habitat damage; ship groundings; anchor damage; the
dumping of rubbish; invasive species from ballast water;
oily waste

Social Impacts

OCEAN GRABBING/BLUE-WASHING

Delineation of ocean space that marginalises certain
groups, resulting in loss of livelihoods, and compromises
food security; hasty planning and limited resources can
impact integrated ocean management

PERVERSE ECONOMIC INCENTIVES

Fisheries and other sectoral subsidies that harm marine
ecosystems while favouring industrial scale operators,
compromise food security and put small-scale operators
and women at a disadvantage

GLOBAL MARKETS

The pursuit to service global markets can jeopardise
locals’ access to ocean resources, compromising food
security and livelihoods; gains generated in distant
markets also rarely trickle down to local producers



Endnotes

For example, see Katapult Ocean (https://katapultocean.com/).

Based on personal communication from D. Schmitz of Swimsol.

For more information about the Climate Bonds Initiative, see https://www.climatebonds.net.

To learn more about the Blue Natural Capital Positive Impacts Framework, see https://bluenaturalcapital.org.

For an overview of some other instruments and how they enable investment, please consult The Ocean Finance Handbook (de Vos and Hart 2020).
For more information about the Ocean Disclosure Project, see www.oceandisclosureproject.org.

o AW N
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