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Definition of terms
E-commerce – Electronic commerce or e-commerce (sometimes written as eCommerce)
is a business model that lets firms and individuals buy and sell things over the internet1.
E-retailers – sellers of goods and services through the internet.
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Context and Background
Climate risk-related disasters have been challenging for the MSME sector as they have lower
capitalization and cash reserves, fewer assets (majority of them are moveable, and rely on
in-person transactions. MSMEs, which accounts for an average of 90% of the total businesses
in the Philippines, Vietnam, and Indonesia, have been exceptionally hit by the lockdowns
during the COVID19 outbreak and it is foreseen to continue due to the post-lockdown fear
that will still extend limited mobility.
The pandemic, amidst its damaging effects economically and health-wise, has provided some
opportunities, especially on e-commerce and digital payments, because people are choosing
to stay home and transact electronically.
Even before the pandemic, Statista reported that online spend across all of its consumer
goods categories increased by 27 percent in Southeast Asia in 2018, with the sector as a
whole growing by almost US$5 billion year on year to reach US$23.7 billion2.
Due to the pandemic, the increase in online shopping for consumer goods is expected to be
staggering.
E-commerce in South East Asia during and post Pandemic
A report by Facebook and Bain and Company entitled, Riding the Digital Wave, published in
2015 noted that as economies and internet penetration across Southeast Asia grow, the
number of those shopping online have grown from just 22% of the population (90 million)
in 2015 to 58% (250 million) in 2018, and are further expected to grow to 310 million by
20253. It was also noted in the report that businesses have a significant opportunity to
fill the retail gap on areas such as clothing, accessories, personal care, and groceries.
Groceries alone have a market a US$350 billion in Southeast Asia.
Due to the pandemic, the forecast has accelerated that the move to online transactions for
many essential goods. People, being limited in mobility due to safety precautions, have
resulted to at least 44% of digital consumers across Southeast Asia have spent more on
packaged and fresh groceries online. This trend is expected to continue as 80% conveyed that
80% will continue buying online even after the pandemic.
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The study also noted that for most users that shop on-line are value seekers and are
“intentional” when it comes to shopping. Due to the pandemic, buyers tend to lean on
shopping for what they really need. This trend shows a “less materialistic” Southeast Asians
who will be keener on purchasing more insurance products and save in the new normal.

Above statistics show that essential goods would be directed towards buying online,
however, buying non-essential goods may decrease because Southeast Asian are believed
to be more inclined to buying insurance in the future.
The pandemic’s long-term impact can be beneficial to the insurance industry. Although it
initially results to lowering of demand and increasing claims, people are more aware of the
health risks and mortality risks that reception towards insurance will increase. According to
Olyver Wyman’s article entitled, “Covid-19 Considerations for Insurers In Asia”, during the six
months after the SARS outbreak in China, total health insurance premiums more than
doubled. The pandemic can have a similar effect4.
The following shows the most popular apps that are used in Southeast Asia5:

4

https://www.oliverwyman.com/our-expertise/insights/2020/apr/covid-19-considerations-for-insurers-inasia.html
5

https://iprice.my/trends/insights/the-biggest-e-commerce-website-and-apps-in-southeast-asia/
https://thepaypers.com/expert-opinion/a-glimpse-into-the-flourishing-online-marketplaceecosystem-of-southeast-asia--1241181

Lazada and Shopee dominate the markets in Southeast Asia based on the illustration above.
Indonesia
Indonesia has around 260 million people and 17,000 islands and has the most thriving ecommerce industry in Southeast Asia. On January 2020, the internet users is at 175.4 million
internet users, it was an increase by by 25 million (+17%) between 2019 and 20206, this
accounts to 64% of the whole population. Social media users in Indonesia is 160.0 million in
January 2020, around 90% of internet users are also using social media. Thus number is an
increase of 12 million (+8.1%) between April 2019 and January 2020. In terms of mobile
penetration, it’s at 124% which means 338.2 million mobile connections in Indonesia in
January 2020.
Due to its large population and the high mobile and internet penetration of Indonesia, it also
results to an e-commerce industry that amounts to US$ 26 billion in 2020, forecasting to
reach US$ 50 billion in 20247
In January 2020, the following are financial inclusion details of Indonesia:
• 48% has an account with a formal financial institution;
• 2.4% has a credit card;
• 3.1% has a mobile money account; and
• 11% pay bills online.
Below statistics show the top 10 e-commerce sites in Indonesia as of 1st quarter 2020, by
monthly traffic (in million clicks)8:
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Shopee and Tokopedia dominate the Indonesian market generating 69-72 million clicks a
month.
Before the pandemic, the e-commerce spend by category shows the following9:
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The acquisition of consumer goods online in Indonesia has also been quite noteworthy.
Around 168.3 million people have purchased consumer goods online in 2019 with an average
spend of US$111, with a total of US$18.76 Billion. The trend shows that there is an increase of
38% of the total annual growth of ecommerce spend.
A partial two-week lockdown was imposed in Jakarta, Indonesia from April 10 as an effort to
contain the spread of the coronavirus, this resulted to increased online purchases. Online
mall Blibli reported that sales of groceries, cleaning and sanitising products, surgical masks
and vitamins have all experienced increases over recent weeks. Moreover, it also recorded
heightened demand for cooking appliances, video games and exercise equipment as
Indonesians adjust to spending more time at home10.
Majority of online transactions are still purchased through credit card (35%) and bank
transfer (24%), while 13% still uses cash as shown below illustration:

In Indonesia, 147.1 million people are using digitally enabled payment system with an average
of US$220 spend.
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Philippines
With a population of around 108 million people, 173.2 million mobile connections (159%) in
the Philippines in January 2020, an increase of 28% or 38 million between January 2019 and
January 202011.
In the Philippines, 71% of the total population of the Philippines are online and various ecommerce platforms are able to reach the last mile. The exposure to online selling and
buying are also enabled by the fact that 73.00 million social media users in January 2020, an
increase by 5.8 million (+8.6%) between April 2019 and January 2020.
In January 2020, the following are financial inclusion details of Indonesia:
• 32% has an account with a formal financial institution;
• 1.9% has a credit card;
• 4.5% has a mobile money account; and
• 9.9% pay bills online.
Below statistics show the top 10 e-commerce sites in the Philippines as of 2nd quarter 2019,
by monthly traffic (in million clicks)12:

Based on above statistics, Lazada ranked first with approximately 25.1 million monthly web
visitors, followed by Shopee with about 15.4 million monthly visitors.
Before the pandemic, the e-commerce spend by category shows the following:
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Around 48.7 million people have purchased consumer goods online in 2019 with an average
spend of US$20, with a total of US$952 million. The trend shows that there is an increase of
.6% of the total annual growth of e-commerce spend.
The per capita spend for online transactions is considered low at US$20. However, the
pandemic has impacted the buying behaviours of Filipinos due to the lockdown transforming
the retail landscape. Both brands and sellers are venturing online in search of growth, while
consumers turn to e-commerce to meet their shopping needs13. For example, businesses
offering pet essentials and home appliances and accessories saw 40 times and 15 times
more orders respectively than the same period last year. Shopee has also noted increase in
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search and shopping activity in the past three (3) months, especially for health and fashion
products.
Majority of online transactions are still purchased through cash (47%) and bank transfer
(42%) in the Philippines, while 10% uses credit card and only 1% is able to pay through ewallet as shown below:

This results to a pain point for some sellers because not all Cash-on-delivery (COD)
transactions are able to get paid upon delivery.
In the Philippines, 48.9 million people are using digitally enabled payment system with an
average of US$150 spend.
Vietnam
With a population of around 95 million and 68.17 million internet users in Vietnam in January
202014 (an increased by 6.2 million or +10.0% between 2019 and 2020., Vietnam currently
experiences significant growth of their e-commerce sector. There were 65.00 million social
media users in Vietnam in January 2020, a 5.7 million (+9.6%) between April 2019 and January
2020. Vietnam also shows 150% mobile penetration.
According to the Vietnam E-commerce Association (VECOM), the e-commerce growth rate
of Vietnam is 30% year-on-year, and that customers spend on average US$210 per year on
shopping online15.
In January 2020, the following are financial inclusion details of Vietnam:
• 30% has an account with a formal financial institution;
• 4.1% has a credit card;
• 3.5% has a mobile money account; and
• 21% pay bills online.
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Below statistics show the top 10 e-commerce sites in Vietnam as of 2nd quarter 2019, by
monthly traffic (in million clicks)16:
(Bar graph)
Based on above statistics, Shopee ranked first with approximately 75% of the users having
visited the site, followed closely by Lazada with 62%.
Before the pandemic, the e-commerce spend by category shows the following:

Around 54.70 million people have purchased consumer goods online in 2019 with an average
spend of US$54, with a total of US$2.96 billion. The trend shows that there is an increase of
2.1% of the total annual growth of e-commerce spend.
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Interestingly, monthly visits to e-commerce sites, except Shopee, have decreased during the
first quarter of 2020. This is because shoppers are focused mainly on online groceries and
pharmacy goods and only three (3) out of 50 e-commerce sites focus on these17.
Majority of online transactions in Vietnam are still purchased through credit card (37%) and
bank transfer (30%), while 17% uses cash and 11% is able to pay through e-wallet as shown
below:

51.1 million people are using digitally enabled payment system with an average of US$167
spend.
Value Chain and Insurable Interests
Exporter to Importer (E-retailer)
When E-retailers import the products from another country, the
seller would normally pay for marine cargo insurance and be
responsible for the cargo. Sec. 99 of Presidential Decree No. 612, also
known as Insurance Code of the Philippines, a marine insurance
should cover you against damages or loss on:
• Vessels, craft, aircraft, vehicles, goods, freights, cargoes,
merchandise, effects, disbursements, profits, moneys, securities,
chooses in action, evidences of debts, valuable papers, bottomry, and
respondentia interests and all other kinds of property and interests
therein, in respect to, appertaining to or in connection with any and all risks or perils of
navigation, transit or transportation, or while being assembled, packed, crated, baled,
compressed or similarly prepared for shipment or while awaiting shipment, or during any
delays, storage, transhipment, or reshipment incident thereto, including war risks, marine
builder’s risks, and all personal property floater risks;
• Person or property in connection with or appertaining to a marine, inland marine, transit or
transportation insurance, including liability for loss of or damage arising out of or in
connection with the construction, repair, operation, maintenance or use of the subject matter
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of such insurance (but not including life insurance or surety bonds nor insurance against
loss by reason of bodily injury to any person arising out of ownership, maintenance, or use
of automobiles);
• Precious stones, jewels, jewellery, precious metals, whether in course of transportation or
otherwise.
• Bridges, tunnels and other instrumentalities of transportation and communication
(excluding buildings, their furniture and furnishings, fixed contents and supplies held in
storage); piers, wharves, docks and slips, and other aids to navigation and transportation,
including dry docks and marine railways, dams and appurtenant facilities for the control of
waterways.
• “Marine protection and indemnity insurance,” meaning insurance against, or against legal
liability of the insured for loss, damage, or expense incident to ownership, operation,
chartering, maintenance, use, repair, or construction of any vessel, craft or instrumentality
in use of ocean or inland waterways, including liability of the insured for personal injury,
illness or death or for loss of or damage to the property of another person.
Marine carg o insurance covers that financial loss an damage, however, losses from acts of
God are not covered or would result to limited coverage18.
The destination of the cargo is the Bureau of Customs (BOC).
E-retailer
The E-retailer (MSMEs), once obtained the products from the BOC, will
proceed to warehousing. MSMEs would normally have a warehouse
or their own homes to safekeep the stocks.
This is the first risk that could occur that the MSMEs should be aware
of – the probability of loss and damage during the warehousing
process.
Business establishment insurances and property all risk insurances
are currently available in the market covering properties and inventories against loss or
damage caused by fire and lightning, and allied perils such as earthquake, typhoon, flood,
falling aircraft, impact damage, volcanic eruption, riot, strike and malicious damage19.
These insurances are not normally affordable for MSMEs, therefore, GIZ-RFPI Asia III is
aiming to develop MSME insurance that are appropriate to the needs and purchasing power
of MSMEs. A consideration is also the fact that MSMEs will normally have their equipment
and inventories mixed with personal properties since majority of small enterprises are
home-based.
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E-commerce Platforms and Social Media Marketplaces
The E-retailer can use various platforms to sell their products and that
includes: own website, Facebook marketplace, Instagram. Ecommerce websites such as: Shopee and Lazada.
If the e-retailer sells through their own website, Facebook
Marketplace, or Instagram, they usually are the ones in-charge of
directly delivering to clients. The logistics company will have the following liability for loss,
damage, or delay shall be as follows20:
A. For lost or damaged shipments with NO DECLARED VALUE, liability shall only be
limited to refund of freight fee, regardless of the actual content of the parcel.
B. For lost or damaged shipments with DECLARED VALUE, liability shall only be
limited to the value declared in the Official Receipt, regardless of the actual/declared
content of the package, and refund of freight fee.
C. For delay in the delivery, liability shall only be limited to refund of freight fee.
This means that, only those with declared value will be indemnified, for the rest only the
freight fee can be reimbursed. Delay of delivery or cancelled delivery can cause loss of
income, and currently, the MSME has to bear the loss.
Same day deliveries also offer some insurance, for example, Grab’s parcel has the following
policies21:
GrabExpress parcels are insured up to a maximum of ₱10,000 while any
pharmaceutical products, fashion jewelry, bottled beverages, perishable goods, cash
and cash-equivalent items for Cash-On-Delivery transactions are insured up to a
maximum of ₱5,000.
All material damage and/or loss claims to the item/s provided that the
following required claim documents are submitted:
1.
2.
3.
4.
5.
6.

Photo of the item
Official Receipt of the item
Name of the Payee
Copies of two (2) valid IDs and 3 specimen signatures
Police Report
Screenshot/s of conversation between the rider and the customer

However, it’s important to note that it’s a different case when non-performance of
obligation is due to due to one of the following: fire, flood, elements of nature, acts
of God, health epidemics declared by the World Health Organisation, acts of war,
terrorism or civil unrest, industrial action or any other similar events beyond its
reasonable control which affects the general public (each a “Force Majeure Event”)
provided that the Party affected by the Force Majeure Event is without fault and the
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failure or delay could not have been prevented by reasonable precautions. Both the
contractor nor Grab will be liable22.
Dealing through e-commerce platforms such as Lazada and Shopee requires an
additional step. Lazada, for example has the following options in terms of order
fulfilment23:
a. Drop-Shipping: the Seller is responsible for sourcing, storing, selling and
packaging all Goods. The Goods will be either picked up from the Seller or
dropped-off by the Seller at a location designated by Lazada, and delivered to
the recipient and the shipping address specified in the Order.
Lazada will support with the delivery coordination and will also provide after
sales services including answering customer enquiries and processing
returns.
b. Cross-docking: the Seller is responsible for sourcing, storing, selling and
packaging all Goods. The Goods will be delivered by the Seller to Lazada’s
appointed location unless a pick-up coordinated by Lazada was previously
agreed upon. Lazada reserves the right to coordinate further packaging
activities and will support with the delivery coordination of the Goods to the
recipient at the address specified in the Order; Lazada will also provide after
sales services, including answering customer enquiries and processing
returns.
c. Fulfilment by Lazada: the Seller is responsible for the sourcing and delivery
of the Goods to Lazada’s appointed location. Lazada will support with the
coordination of the storing, selling, packaging, and invoicing in respect of the
Goods (provided that the title to the Goods shall remain with the Seller until
the complete execution of the Customer Agreement) as well as the delivery
of the Goods to the recipient at the address specified in the Order. Lazada will
also support with the coordination of after sales services, including answering
customer enquiries and processing the returns.
It’s also indicated that if there is loss or damage caused by Lazada to any
goods while they are being stored at any of Lazada’s fulfilment centres,
Lazada will pay Seller the Replacement Value of the Fulfilled by Lazada (FBL)
Goods and Seller will, at Lazada’s request, provide Lazada with a valid tax or
sales invoice for the Replacement Value paid to Seller. For the purpose of
these FBL Terms, Replacement Value of an FBL Good is determined by Lazada
based on the lower of either: (i) the invoiced value of the FBL Good to Seller
by Seller's supplier, (ii) the average selling price of the FBL Goods on the
Platform over the specified Reference Period, or the average Listing Price
over the specified Reference Period, in each case net of any Commission, the
Payment Fee and any Seller Taxes that would have applied if the FBL Goods
had been sold to a Customer. Details of the calculation of the Replacement
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Value and Reference Period will be published by Lazada on the BMS Portal,
Seller Centre or Lazada University from time to time.
This means that the MSMEs can rely on the e-commerce platform to ensure that the goods
are “insured” if its within the handling of its logistics company.
However, per interview with e-retailers, the following are their pain points:
1.

Cash on Delivery (COD) –Based on a report by the Asian Development Bank (ADB)
and United Nations Economic and Social Commission for Asia and the Pacific
(Unescap)24, 80 percent of e-commerce transactions in the Philippines are still cashon-delivery transactions. And around 5% of these transactions can result to nonpayment during deliveries.
This results to a loss of income and unrecovered freight expenses by the e-retailers.
The insurance company, however, will need to assess if the loss of income is
insurable for this case because the product will be deemed returned.

2. Unlocated items – There are also instances when delivered or client returns cannot
be located even after a few months. This also is a business interruption issue that
results to loss of income.
Above interviews and research shows that e-commerce platforms and logistics company
have good controls in place to ensure that indemnification takes place upon damage or
losses, however, loss of income resulting from delivery delays, unpaid COD deliveries, and
unlocated items are still considered as pain points by the e-retailers.
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End-Customers
Based on the survey conducted, the following are customer pain
points and problems when purchasing on-line:
1. Product malfunctions – There are several cases wherein
delivered items are not working as it should be.
2. The authenticity of items – There are items that claim to be
authentic but once delivered, it is discovered to be fake and faulty.
3. Lacking of items or wrong items delivered – The seller has shipped a smaller number
of items or shipped the wrong colour/size.
4. Shipping can take very long – There are instances that items go beyond the agreed
delivery date.
5. Deceptive product images- the delivered items can vary from those that were
advertised by the seller.
E-commerce sites usually have established return polices allowing returns 7-14 days
after receipt of products. However, some returns are not completed because of the
following reasons:
1.

Although shipping to Lazada warehouse is free, their logistics partners usually
have long queues that can pose health risks during the occurrence of the COVID19
outbreak; and
2. Shopee normally requires the buyer to pay for the shipping fee to their
warehouse.
Based on the survey conducted, above pain points are negated by ensuring that they are able
to transact with reliable or “preferred”/well-reviewed providers. Moreover, Lazada and
Zalora, for example, provides a no-frill return policy.
Insurance Product Design for MSMEs or E-retailers
The main pain points that were determined during the interview and surveys include:
1) Possibility of loss and damages of properties, equipment, and Inventory Insurance upon
e-retailers’ warehousing; and
2) “Loss of Income” and “Shipping fee” expenditures for Cash-on-Delivery items, unlocated
items, damages due to Act of God or Climate Risks.
BUSINESS PROPERTY AND INVENTORY INSURANCE
Property insurance can provide MSMEs against theft, loss, partial or complete damage or
destruction of your business inventory and business property. For example, your warehouse
or your house burns down, the loss will be extremely significant that starting all over again
will be such a challenge.
An insurance coverage for business-related equipment and inventories should be available
for MSMEs. Insurance Companies can assess the premiums based on the replacement costs
of the items and not the retail value25.
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LOSS OF INCOME OR BUSINESS CONTINUITY INCOME
1. Loss of income due to theft, loss, partial or complete damage or destruction of your
business inventory and business property can be easier if you are engaged in an ecommerce business because one has accurate records of the average daily/monthly/yearly
income, therefore claims can easily be accounted for.
2. Loss of income due Cash-on Delivery non-payment, unlocated items, and damages due to
Act of God or Climate Risks will need further underwriting research. Insurers should be able
to look into: a) the number of transactions of e-commerce sites daily; b) the ranges of
transactions; c) accurate incidences of unpaid COD transactions, unlocated items, damages;
d) the desire of e-retailers to purchase insurance and e) price points that they can afford.
Opportunities for Insurers
The exploration of creating insurance products for e-commerce transactions can open up
many possibilities for insurers to provide inclusive insurance and contribute to the
sustainable development goals related to climate resilience.
1. Income can be estimated accurately based on e-commerce sales;
2. Exclusive partnership with e-commerce platforms will ensure economies of scale;
3. Familiarity of the e-commerce market will enable birth to more innovative products – with
consideration that demands for purchase of essential goods online are snowballing;
4. Sandboxing regulations can support experimentation on this;
5. Increase in awareness to health risks can enable cross-selling of products.

