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A Modern Solution for an Industry Facing Unpredictable Weather and Conventional Insurance Shortfalls

As extreme weather events become more frequent and severe, the cannabis industry is encountering growing
challenges in protecting physical assets, supply chains, and revenue streams. Traditional insurance models
with rising premiums, exclusions, and complex claims processes are proving insufficient in this rapidly
shifting climate landscape. Enter parametric insurance: a modern, data-driven insurance solution that’s
gaining traction across industries and now holds unique promise for cannabis businesses.

Climate Risks Are Driving Traditional Insurers to Retreat

In recent years, climate-driven disasters like wildfires, hurricanes, and floods have overwhelmed insurance
providers. In response, many have withdrawn from high-risk areas, slashed coverage limits, raised
deductibles, and increased scrutiny on claims. This has left cannabis operators — already marginalized in the
mainstream insurance market struggling to find affordable and comprehensive protection.

Even when traditional policies are in place, delays in claims processing and denied payouts can leave
cannabis businesses financially paralyzed for weeks or even months. For companies with thin liquidity
margins and tightly woven supply chains, the inability to reopen quickly after an event can mean permanent
closure.

Parametric Insurance Explained: Faster Payouts Based on Measurable Events

Unlike traditional indemnity-based insurance, parametric insurance is triggered by a predefined event, not by
damage assessment. If that trigger is met such as wind speeds surpassing 100 mph, or rainfall exceeding a
historic average the policy pays out a preset amount, regardless of whether physical damage has occurred.

This allows businesses to access quick, reliable cash flow in the aftermath of a disaster. There’s no lengthy
back-and-forth with loss adjusters, and no need to wait for inspections. Payments can arrive within days or
weeks, allowing companies to address immediate operational needs like relocating, rebuilding, or securing
temporary labor and logistics.

Cannabis Use Case: Protecting Revenue, Not Just Property

The cannabis sector is particularly vulnerable to non-damage-related losses. For example, a dispensary might
remain untouched by a nearby wildfire, but still lose revenue if customers can’t reach the storefront due to
road closures or evacuation zones. Similarly, a cultivator might experience major shipment delays due to
airport shutdowns caused by severe weather, impacting distribution timelines and sales targets.



Parametric insurance is designed for such indirect but economically devastating losses. For instance, a
cannabis manufacturer dependent on a third-party supplier in a wildfire-prone area can structure a policy to
trigger if fire activity reaches within a certain radius of the supplier. If the event occurs, the manufacturer
receives a payout regardless of whether any property was damaged providing capital to maintain operations
or find alternative sourcing.

A Market That’s Expanding Fast And Becoming More Accessible

Initially developed for large-scale catastrophes like earthquakes and cyclones, parametric insurance is now
widely applicable across a variety of climate-related and event-driven risks. Modern policies are being
written for:

Wildfires
Drought and excessive rainfall
Freezing temperatures
Tornadoes and hail
Civil unrest
Heatwaves
Utility outages or infrastructure failure

What once was a niche offering for multinationals is now scaling rapidly, with the global parametric
insurance market projected to grow from $16.2 billion in 2024 to $51.3 billion by 2034. Increased carrier
participation has expanded capacity, improved coverage options, and brought down pricing — making
parametric insurance a viable and customizable solution for cannabis operators of all sizes.

Benefits That Traditional Insurance Can’t Match

For cannabis companies looking for stability in an unpredictable environment, the advantages of parametric
insurance are compelling:

1. Speed and Simplicity

Parametric policies typically settle within 10 to 30 days. With no need for property inspections or damage
verification, businesses receive funds quickly to restart operations or cover immediate costs.

2. Transparent Pricing

Rates are determined using a clear “rate on line” method, based on peril type, location, trigger threshold, and
payout amount. For instance, a $1 million policy with a 2.5% rate would cost $25,000 annually.

3. Liquidity Protection

The emphasis is on cash flow, not damage repair. Even if buildings remain untouched, businesses can still
secure funding to address lost revenue, disrupted operations, or supply chain interruptions.

4. Custom-Built to Your Needs

Parametric coverage is highly customizable. A cannabis cultivator might want drought protection. A
dispensary might want protection based on local unrest or flooding. A distributor might seek coverage tied to
regional transportation issues. You can tailor your policy to specific trigger events that matter most to your
operation.



How to Evaluate If Parametric Insurance Is Right for Your Cannabis Business

Not every operation needs parametric coverage but for many in the cannabis space, it can offer a crucial layer
of financial protection. Consider these questions:

Do you operate in high-risk geographic regions (e.g., wildfire zones, flood plains)?
Is your revenue dependent on weather-sensitive events, suppliers, or infrastructure?
Would a delayed or denied claim disrupt your operations long-term?
Have traditional insurers limited or denied your coverage due to cannabis status or climate exposure?

If the answer to any of these is yes, parametric insurance might be worth exploring.

Getting Started: Build Your Coverage with a Cannabis Risk Specialist

Because parametric policies are not off-the-shelf products, it’s essential to work with a broker or risk
manager experienced in cannabis and alternative insurance models. Your risk advisor will:

Identify your greatest vulnerabilities (e.g., revenue loss, third-party dependencies, weather risks)
Determine viable and measurable triggers (e.g., heat index, wind speed, rainfall totals)
Build a custom payout structure that fits your business model and financial goals
Source quotes from reputable parametric carriers to find the best coverage at the right price

Future Proofing Your Business in a Climate-Volatile World

As climate risks escalate and insurance markets tighten, cannabis operators need new tools to stay resilient.
Parametric insurance isn’t just a backup, it’s a forward-looking solution that offers speed, predictability, and
peace of mind.

By shifting the focus from repairing damage to maintaining operations, cannabis businesses can stay
competitive, compliant, and ready for whatever comes next.

Need Help Building a Parametric Insurance Strategy?

At Cannabis Risk Manager, we specialize in helping businesses navigate complex insurance landscapes
including parametric solutions tailored to the cannabis industry. Whether you’re concerned about wildfires,
drought, or unpredictable supply chains, we’ll help you create a program that meets your unique needs.

Contact us at info@cannabisriskmanager.com to schedule a consultation.
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