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1. Background
Erratic and extreme weather caused by climate change due to global warming, as well
as exposure to environmental hazards, result
in Natural Catastrophes (NatCat). Activities
aimed to develop resilience against various
risks focus on policy enhancements towards
disaster preparedness and mitigation. The
development of risk transfer instruments
such as Disaster Risk Finance is part of
adaptation measures which have yet to be
fully understood, designed and implemented
in Asia.
The Centre for Research on the Epidemiology
of Disasters (CRED) estimated that from 1900
to 2013, Asia has lost around USD 359 billion
to floods, USD 314 billion to earthquakes,
USD 223 billion to Tsunami, USD 167 billion
to typhoons and USD 34 billion to droughts.
In this context, the public and private sector
across the region is continuously exploring
ways to build resilient communities learning
from good and adaptable global practices.
Asian countries have progressed significantly in risk management and risk mitigation
activities with the implementation of disaster
preparedness trainings and adaptation initiatives. However, the design and full utilization
of risk financing instruments such as Disaster
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Risk Finance by Governments and the private
sector has not been fully explored and mainstreamed in the Asian market.
Microinsurance with small coverage levels
provided protection to a large number of
people during Haiyan in in 2013 in the Philippines. The pay-outs filled the gaps that were
left by international aid organizations and
government aid programmes. After the
typhoon, the market showed significant
clamour for microinsurance products with
higher benefits for property, crop insurance,
protection for business and livelihood interruption. Its simplicity and ease of access made
microinsurance attractive to clients affected
by this Natural Catastrophe.

2.

Objectives

The conference seeks to present options to
balance developments in mitigation with
equal progress in adaptation, through access
to Microinsurance as a Disaster Risk Finance
instrument to supplement social protection
at the household level. It also aims to initiate
a Call for Action for implementing among
others Microinsurance as a risk protection
mechanism against Natural Catastrophes.
Specifically, it will:
February 2015
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At Pre NatCat Scenario:
1. Present public policies and private
sector initiatives in preparing for
Natural Catastrophes.
At Post NatCat Scenario:
2. Present the impacts of NatCats at
financial, economic and environmental levels.
3. Present the “Study of effectiveness
of microinsurance service providers’
response to Typhoon Haiyan in the
Philippines”
4. Assess the current systems of
response
5. Present Global Best Practices on
Disaster Risk Reduction
6. Emphasize the important role of
Disaster Risk Finance (Microinsurance) for the recovery of houeseholds

3.

Participants

Overall, 119 participants attended the conference, 28 of them from Philippine government institutions (Department of Finance,
Insurance Commission, Philippine Crop
Insurance Commission, Philippine Rice Research Institute, Philippine Climate Change
Commission, Security and Exchange Commission and Bangko Sentral ng Pilipinas), and
49 from the private sector, mainly insurance
companies (see List of Participants, Annex 1).
In addition, eight representatives of countries
cooperating with the Project “Regulatory
Framework Promotion of Pro-poor Insurance Markets in Asia “ (RFPI Asia) attended the
conference: three participants from Mongolia,
two from Nepal, two from Vietnam and one
from Thailand.
Development partners other than the GIZ
present at the conference were the Asian Development Bank, Opportunity International
Australia and the International Labour
Organization (ILO).
February 2015

4.

Programme

The conference combined input presentations
with panel discussions and working groups
(see Agenda in Annex 2). On Day 1, two studies
were presented (“Microinsurance and Disaster
Risk Management and Disaster Risk Financing”, and “Effectiveness of microinsurance
service providers’ response to typhoon Haiyan
in the Philippines”). These studies triggered
questions for the subsequent panel discussions between representatives of the public
and the private sectors. The last session of
Day 1 focused on Index insurance and natural
catastrophes. Three presentations discussed
the rationale, lessons learnt, challenges and
actions required related to the Livestock
Insurance in Mongolia, Weather Index Based
Insurance in Mindanao, and Area-based Yield
Index insurance for rice in three pilot areas in
the Philippines.
Day 2 started with three presentations on the
topic “Developing Microinsurance for Natural
Catastrophes in Asia: Lessons and Options” by
representatives of the private sector and an
international NGO. The presentations were
followed by panel discussion with the presenters.
The second session of Day 2 was used for working groups. Four mixed groups composed of
practitioners from public and private sector
organisations from the Philippines and other
countries formulated recommendations for
the Philippine Call for Action which was launched by a multi-stakeholders group led by
the Department of Finance-National Credit
Council on January 30, 2015. The group results
were presented and discussed in the plenary
followed by the closing remarks.
The conference was followed by a book
launch and cocktails. All participants received
a free copy of the “Study of effectiveness of
microinsurance service providers’ response
to Typhoon Haiyan in the Philippines” commissioned by GIZ RFPI Asia and the Microinsurance Network (MiN). The Chairman of the
Microinsurance Network, Mr. Michael McCord presented the book and encouraged all
participants to read it.
GIZ RFPI Asia
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5.

Proceedings

5.1

Welcome Remarks and Opening

Mr. Joselito Almario, Deputy Executive Director, Philippines Department of Finance
National Credit Council
The role of microinsurance products in
response to recurring natural catastrophes
caused by global climate change has to be
highlighted, within a public-private partnership cooperation. Development of microinsurance products and their distribution
until the countryside is important. This
conference is hoped to advance ideas in
meeting challenges most effectively.
Inspirational Message: German Ambassador
Thomas Ossowski, Embassy of Germany to
the Philippines

“Germany recognizes the great
risks connected to climate change,
which particularly threatens the
poorer parts of the population.
Germany has since supported the
Philippine government to improve
its resilience and has become an
advocate for combating climate
change.” - Ambassador Ossowski
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The Philippines and Germany have established a strong partnership and sustained
diplomatic relations. The GIZ works closely
with the Philippine government, one of the
issues being microinsurance. We believe that
suitable, simple and affordable microinsurance products can support households against
catastrophes. Germany recognizes the great
risks connected to climate change, which
particularly threatens the poorer parts of the
population. Germany has since supported
the Philippine government to improve its
resilience and has become an advocate for
combating climate change in its own country.
By 2020, 30% of German energies will come
out of green sources, and by 2050 the country
aims to reach 50%.
The RFPI Program implemented by the German Agency for International Cooperation
(GIZ) in cooperation with the Department of
Finance and the Insurance Commission of the
Philippines assists mutual exchange between
six countries on inclusive microinsurance.
It supports the development of innovative
approaches, in particular for micro, small
and medium enterprises. The conference can
initiate the necessary dialogues to fast track
actions that will benefit Asia.
February 2015
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Opening Remarks: Mr. Gil Beltran, Undersecretary of the Philippines Department of
Finance and concurrent Executive Director
of DOF-NCC
Countries near the Pacific and its ring of fire
are most vulnerable to natural disasters and
climate change. The microinsurance products
that will be developed shall make sure that
the country can recover quickly and impacts
are reduced. The Philippines is happy to share
the experience with its neighbours in Asia. We
have created successful products, and minor
adjustments will ensure fitness in different
contexts. Peer to peer learning can enable
countries to develop instruments that can
help during natural disasters.
Inspirational Message: Commissioner Emmanual Dooc, Philippines Insurance Commission

“The Philippines is hit by 20 typhoons per year, has 23 active
volcanos and is affected by El Niño.
However, the country can confront
these risks with resilience. The
exposure to risk from natural disasters highlights the necessity for
comprehensive risk protection for
every Filipino citizen, particularly
the poor.” - Commissioner Dooc
February 2015

The Philippines is hit by 20 typhoons per year,
has 23 active volcanos and is affected by the El
Niño phenomena. However, the country can
confront these risks with resilience. The exposure to risk from natural disasters highlights
the necessity for comprehensive risk protection for every Filipino citizen, particularly
the poor. The response of microinsurance to
120,000 Filipino families affected by Typhoon Yolanda is proof that it can address the
challenges due to climate change. In 2009, the
number of insured was 6.7 million Filipinos,
which increased to 29 million in 2014. Providing a form of insurance cover to 20% of the
population in 2020 was a vision in past years,
but this target has already been exceeded.
These numbers will increase further so long
as partners continue to support the Philippines. There is still more to be done in order to
better serve the marginalized clientele. This
is where the public and private cooperation
is most needed. The conference shall deepen
public-private partnerships with GIZ as the
primary stakeholder. The Insurance Commission, expressed gratitude for the technical
and financial assistance received. Sharing the
conference experiences can open opportunities for more partnerships.
GIZ RFPI Asia
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5.2
Gaby Ramm, Member of the
Munich Climate Insurance Initiative
(MCII): Complementarity of Microinsurance and Disaster Risk Management
and Disaster Risk Financing
The study on “Complementarity of Microinsurance and Disaster Risk Management and
Disaster Risk Financing” showed the importance of microinsurance as one of the components along the chain of prevention, mitigation and coping, particularly for filling-up the
gaps in the relief responses of the Philippine
government and international donors.
The study discussed Government response to
Natural catastrophes, the presence of funds
that finance disaster preparedness and response and the funding gaps leading to a need
Potential
client group

(Micro)insurance

Government • Index insurance for very extreme events
- nat. level
(considerable)

• No insurance for less severe events (NatCat Bonds?
Increased frequency?)
Government • Index insurance for LGUs (class 1-3) recommended
- local level
• Index insurance (and indemnity) for LGUs (class 4-6)

10

Private
sector

• MSMEs: Index (micro)insurance
• (S)MEs: indemnity insurance, bundled products
• Financial institutions: index portfolio cover,
indemnity asset/property insurance considerable

HH level

• Extreme poor: social assistance, PCIC subsidized
products
• Poor & low-income: index (micro)insurance
complementing other financial services &
government programs and bridging the gap of
untimely government fund disbursement
• Low & upper-low income: suitable indemnity
products

GIZ RFPI Asia

The study showed the importance
of microinsurance as one of the
components along the chain of
prevention, mitigation and coping, particularly for filling-up
the gaps in the relief responses of
the Philippine government and
international donors.
of insurance on different levels (see table).
It assessed the calamity fund allocation of 30%
quick response and 70% prevention expenses
from the 5% of Local Government Units’
Internal Revenue Allotment (IRA), for responding to natural catastrophes. The Philippine
approach was compared with the African Risk
Capacity Model where countries are required
to develop a contingency plan linked to climate
change adaptation before being approved as
members. The Africa Risk Capacity specifies
the measures and administration structures
on the use of the fund which enables reach to
government institutions and the affected communities. Investment in prevention is also an
important aspect as it sets the basis for a quick
response; however, the 30% allocation in the
Philippines is not sufficient to achieve significant impact.
Presentation slides: http://
www.inclusiveinsuranceasia.
com/natcat/mi-drf-gramm.pdf
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5.3
Panel Discussion: Microinsurance in disaster response – Key roles of
microinsurance stakeholders
Mr. Joselito “Itoy” Almario, Deputy Executive Director of the DOF-NCC moderated the
panel discussion on the key roles of microinsurance stakeholders in disaster response. The
participants were Atty. Lucille Sering, Secretary, Philippine Climate Change Commission
Mr. Michael Rellosa, Chairman, Philippine
Insurers and Reinsurers Association; and Mr.
Victor Tanjuakio, Vice President, National
Reinsurance Corporation of the Philippines.
Government zoning in hazardous areas where
buildings should not be allowed; whether
insurance could be made mandatory for the
poor; and tax incentives for the industry to
further engage in microinsurance were the
main discussion points. Index insurance for
NatCat was considered a promising approach
that needs to be explored further, through the
generation of reliable catastrophic data.
Mr. Almario started the discussion, on the
level (micro, meso or macro) of public private
cooperation the private sector could engage.
With a reinsurer’s perspective, Mr. Tanjuakio
presented one possible explanation on the
lack of significant catastrophe risk cover in
the Philippines. In life insurance, for example,
there is no distinction between the different
kinds of risks such as natural death or catastrophe – if someone dies, he/she is covered.

The discussion points were:
• Government zoning in hazardous areas where buildings should not be allowed
• whether insurance could
be made mandatory for the
poor
• and tax incentives for the
industry to further engage in
microinsurance
Index insurance for NatCat was
considered a promising approach that needs to be explored
further, through the generation
of reliable catastrophic data.
For a long time, reinsurers did not want to
cover the catastrophic risk due to an insufficient understanding. What could have been
practiced is the limitation in coverage, for
example only for fire or flood. However, this
flood coverage was not very meaningful during natural catastrophes.
Mr. Rellosa stated that insurance in a nutshell
is the protection of assets. For a significant
number of the low income population in the
Philippines, these assets have been built up
with blood, sweat and tears. The protection
of these assets literally means life or death for

“For a significant number of the
low income population in the
Philippines, these assets have
been built up with blood, sweat
and tears. The protection of these
assets literally means life or death
for the low income sector.
Ordinary insurance is beyond the
reach of this population segment.” - Mr. Rellosa
February 2015
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the low income sector. Ordinary insurance is
beyond the reach of this population segment.
Mr. Rellosa believed that microinsurance plays
an important role in increasing the protected
population, and can include NatCat coverage.
Microinsurance works, but it is necessary to
refine the products to make buying easy, for
example, by reducing or eliminating its tax.
High taxes on insurance products as they exist
in the Philippines often mean that farmers or
fishermen might not be able to buy insurance.
More people accessing microinsurance means
less people the government needs to help in
cases of unforeseen events. Microinsurance
products are available, but more can be created to serve a bigger portion of the people.
Mr. Almario asked how the private sector
could be encouraged to come up with disaster
insurance products and go to rural areas. He
added the question of whether the industry
really understands NatCat. Mr. Tanjuakio shared the work done on mapping the risks, and
the challenge after government identified certain areas as hazardous. What needs

“What needs to be done is to enforce the law, for example in not
allowing houses in hazardous
areas. When affected properties are
not covered, the government has to
assist.” - Mr. Tanjuakio
12
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to be done is to enforce the law, for example,
in not allowing houses in hazardous areas.
When affected properties are not covered by
insurance, the government has to assist. Mr.
Rellosa added that insurers have used models
to assess the risks. Government could intervene, for example, in enforcing no construction
of buildings within 500 meters around a fault
line. In addition, an enabling law for mandatory insurance is needed to spread the risk
among a large population.
Mr. Almario raised the concern that microinsurance was made for low-income people and
wondered whether such a law could be imposed. He asked whether the participants think
that index insurance will be acceptable to the
industry from an insurance point of view.
On mandatory microinsurance, Mr. Tanjuakio advocated government mandate, but not
a law. As an example, if a farmer purchases a
tractor and its supplier requires one year of
insurance coverage, this can be mandatory insurance. Secondly, insurance products
should be bundled. Features which are not
understood should not be included in the
final product.
Mr. Rellosa first agreed with Mr. Almario that
mandatory insurance would not fit well for
low income people, but it could work for the
meso-level (small and medium enterprises).
He shared that index insurance is very important to simplify pay-outs during natural
catastrophes and limit paperwork. This is
February 2015
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especially desirable for people in the provinces he added.
In reaching the low-income population, Commissioner Sering disclosed that in the past,
NatCat was considered uninsurable because it
was relatively infrequent. However, in the Philippines, the intensity and frequency of events
will increase due to climate change. Areas
which used to be free of typhoons are now
hit by these catastrophes. There is a degree of
predictability in the Philippines so that risk
transfer can be done to support recovering.
Here, the biggest challenge is information
(on weather data, historical events, projected
future) because the risk is higher if the information is not available.

zones is debatable, due to private ownership of affected areas. However, mandatory
insurance could be used to make it more expensive for properties to be built in hazardous
areas. Sering emphasized significant potential
for insurance in responding to natural catastrophes.
Mr. Almario summed up the session by focusing on the ample opportunity for publicprivate cooperation in NatCat insurance, and
the challenges that need attention: e.g. information, creating the right environment for
the private sector to come up with the right
products, and making insurance more accessible for the informal sector.

Secretary Sering remarked that in Tacloban
City, most of the government buildings were
not insured. She highlighted the difficulty in
convincing the population when government
is reticent. Government is increasing the budget for early warning systems and land use
planning, improving project know-how and
partnerships with scientific organizations, to
make up for the lack of information in insurance. However, this becomes too expensive
without the contribution of the private sector.
The private sector should lead the discussions
on insurance against natural catastrophes,
while the government should enable it.
Mr. Almario focused the discussions on the
ways forward in the next two to five years,
from the point of view of the private sector.
Mr. Rellosa highlighted the example of typhoon Haiyan which shows that microinsurance
actually works. It needs to be expanded with
innovative and simpler products. The government should give incentives such as lowering
taxes for microinsurance, improving laws on
land zoning to stop the building of properties in inhabitable areas, and addressing the
problem of communication and the lack of
understanding of insurance products through
field visits and fora.
Secretary Sering agreed on the problem of insufficient understanding of insurance and the
need for education. Implementing no-buildFebruary 2015

“The government is addressing the
lack of information on Insurance by increasing the budget for
early warning systems and land
use planning, improving project
knowhow and involving scientific
organizations.
However, this becomes too expensive without the contribution
of the private sector that should
lead the discussions on Insurance
against natural catastrophes, while
the government should enable it.”
- Secretary Sering
GIZ RFPI Asia
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5.4
Antonis Malagardis: Study of
effectiveness of microinsurance service
providers’ response to Typhoon Haiyan
in the Philippines
GIZ RFPI Asia Program Director Dr. Antonis
Malagardis presented the findings of a study
conducted in cooperation with the Microinsurance Network. The study pointed out that
microinsurance had contributed to disaster
relief by an overall payout of more than half
a billion pesos. Most claims submitted came
from calamity products (124,396 submitted,
109,640 paid), but there were also a number
of Crop Insurance (909 submitted, 872 paid),
Life Insurance (554 submitted, 480 paid) and
Funeral Insurance claims (144 submitted, 142
paid).
However, the study also revealed challenges:
Access and Logistics Issues
• Telecommunication - Transportation
• Damage to branch offices leading to a loss
of paper and computer records
Insurance related Issues
• Damaged and destroyed documents
• Locating displaced persons slowed identification of missing Assessing large number
of claims on field stretched resources
• Timeliness of approval of claims by insurance companies, reinsurers’ reimbursement of intermediaries
The event showed the areas in which improvement is necessary in the future:
Figure 1: The consequences of Typhoon Haiyan
4.1 Mio
people
displaced

16 Mio
people
affected

Calamity
claims:
98%;
85% of
total payouts
111,000
claims or
PHP532 Mio
(USD12
Mio) paid
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6,300 recorded
casualties

Average
claims
pay-out:
PHP4,777

Claims
rejection
rate:
4.4%

13.7% of
casualties had
Microinsurance

Products
• Small amounts of insurance covering
large number of people fills the gaps of
international aid
• Higher benefits are desired as the hardest
hit areas want help to rebuild their homes.
• Those without loans, less likely to be
insured
• Loan providers are a good distribution
channel, however, an insurance gap exists
with those not incurring debt.
• There is a need for more non-life insurance (property, crop insurance) as those
hardest hit were farmers and agricultural
businesses.
• There is a need for insurance to protect for
business and livelihood interruption
• An inconsistency of definition in accident
products across the companies caused
confusion with clients.
• Clients and intermediaries require better
understanding of the calamity coverage.
• Insurance companies need to be strong
enough to honour valid policy commitments.
Claims Processing
• A higher satellite resolution needed for
effective crisis mapping
• More capacity building required for intermediaries to verify claims and quickly
reject invalids
• Agreements needed with providers and
reinsurers on the amount of funds to be
advanced in case of large scale events like
Haiyan.
February 2015
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•
•
•
•
•
•

All providers and intermediaries need to
have liquidity policy that enables quick
payment of claims in large scale disasters.
Review of the appropriation of funds for
calamities needed.
Catastrophe reinsurance needed for all
All stakeholders need to be flexible and
responsive
Microinsurance can be used as a disaster
management tool to supplement the international and relief efforts.
Claims processing and management in
disaster zones would be less prone to errors
once the environment has stabilized.

Industry Partnership
• Detailed planning for the occurrence of
a disastrous event between provider and
intermediary is key in quick response and
settlement of claims for some organizations
• Strong, efficient intermediaries with financial resources are essential as they are on
the front lines facing the clients, locating
clients and processing claims.
• An extensive branch/company network
providing resources and support can facilitate quicker access to the clients.
• Personal assistance to clients is an essential
aspect for expedient claims settlement.
• Efficient claims validation and processing
on the part of the intermediary and the
provider will add to client value.
• A strong and committed relationship with
good communication between insurer and
intermediary will ease the work.
• An insurer and intermediary with a common vision and values contribute to trust
and positive, efficient operations.
• Strong relationships with the reinsurers
will also help hasten response efforts.
The reinsurers that were involved were mainly
accommodating, only in one case the cash from
the reinsurer arrived delayed. It also turned out
that two providers did not have a reinsurer.
Presentation slides: http://www.
inclusiveinsuranceasia.com/
natcat/mi-response-typhoon-haiyan-amalagardis.pdf

February 2015

5.5

Panel discussion

The second panel was moderated by Mr. Arup
Chatterjee from the Asian Development Bank
(ADB). The participants were Atty. Emmanuel
Dooc, Commissioner, Insurance Commission; Mr. William Martinez, Country Manager,
MicroEnsure Philippines; Mr. Jonathan Batangan, Manager, Cebuana Lhuillier Insurance
Solutions; Mr. Oliver Cam, Respresentative,
Leyte Chamber of Commerce and Industry
and Mr. Michael Rellosa, PIRA.
The discussion showed how insurance providers, backed by the Insurance Commission, applied extraordinary measures to overcome the
constraints of disrupted communication and
transportation after the catastrophic situation:
mobile counters were set up to facilitate claim
payments on the spot; payouts were made on
the basis of satellite images; the verification
of names was based on certification by local
governments; payments were made not only
in cash, but also in kind to cover immediate
needs of the affected population, potential
claimants were proactively identified using government lists of recovered bodies and missing
people.
The panellists also debated the necessity of
product diversification and product bundling,
such as NatCat insurance and loans to help
in particular small and micro enterprises to
recover faster. The option of a risk layering
through a subsidized mandatory insurance
for people in hazardous areas was discussed
as well as potential incentives for small and
micro entrepreneurs. The speakers agreed that
all stakeholders should share their knowledge
and unify their strengths in order to develop
adequate products and a good system for an
optimal response to frequent natural calamities.
Mr. Chatterjee started with a query on further
relief to customers in the event of a NatCat.
Commissioner Dooc shared the importance of
transforming informal insurance and insurance like activities to the mainstream as well as
earning the trust of the public by equating
insurance with having protection. Disputes on
claims should be settled by mediators and not
GIZ RFPI Asia
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“There is a need for introducing
mandatory insurance, but with
affordable premiums.”
- Commissioner Dooc
in regular courts which are expensive. More
advocacy has to be conducted, and business
lines yet to be covered by microinsurance
should be developed such as on micro health,
or microinsurance for small and medium
enterprises.
Mr. Chatterjee inquired on the challenges,
solutions and roles of participants during Typhoon Haiyan. According to Rellosa, finding
the insurance documents which had been
washed away by the flood and the disruption
of communication were significant issues.
As a solution, the insurers set up a container
van as field office and used satellite phones.
The insurers agreed that a certification from
the local government unit would suffice, for
example as proof of ownership or identity,
to facilitate the payout of claims. There was a
risk that reinsurers would not accept limited
documentation. Therefore, insurers and reinsurers should agree on minimal requirements,
particularly for microinsurance products
during natcat events. Commissioner Dooc
agreed that it is important to fast track settlement of claims by liberating documentation
requirements and by ordering insurance companies to facilitate policy loans, or advanced
small payments.

16
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Mr. Chatterjee’s asked Mr. William Martinez
on his new experiences with handling claims.
Mr. Martinez replied that the Insurance Commission allowed the use of satellite images to
determine the extent of damage in communities, and payouts were made on this basis.
However, there were limitations in assessing
individual houses. Satellite technology is only
used for a classified world catastrophe event,
not for localized disasters. Discussions with
the Commission on its use for small events
have been initiated.
The extent of life insurance during NatCat
was discussed when a lot of missing people are declared. Before Typhoon Haiyan,
MicroEnsure had already agreed with the
underwriters to require six months instead
of seven years before the family receives the
life insurance benefit, if a person is declared
missing after a typhoon. The family has to
sign a waiver declaring the return of insurance proceeds in case the missing person turns
out to be alive.

“I propose to develop a contingency fund in order to provide a
bridge loan especially where insurance is done on a portfolio basis.
This would also help in bringing
down the distribution cost of insurance.” - Mr. Martinez
February 2015
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MicroEnsure is advocating with the Insurance Commission to allow brokers to design
and seek the license for an insurance product
which can then be offered to underwriters.
The value of this approach can be explained in
agriculture where insurance is negotiated for
localized areas and sometimes the reinsurance
is on a facultative basis. This places risk that
the insurance product will not exist in the following season and farmers might be surprised
of not receiving a renewed policy. Allowing a
broker to retain the license of a product, but
not to underwrite, enables the same product
to be offered to other underwriters.
It is important to have a technology infrastructure especially to respond to calamities. Martinez further proposed to develop a
contingency fund in order to provide a bridge
loan especially where insurance is done on a
portfolio basis. This would also help in bringing down the distribution cost of insurance.
Mr. Batangan named transportation and communication as the main challenges during
Typhoon Haiyan. Cebuana Lhuiller Insurance
Solutions’ remittance company has around
1,700 branches nationwide and it was a challenge to communicate in the aftermath of the
typhoon, but each branch had been trained
to process the claims independently from the
head office. Normally, CLIS would not have

“Whether to require a NatCat cover
as part of the business registration
has to be studied, it seems more
favorable to provide incentives for
those who avail of an insurance
cover, at the moment.” - Mr. Cam
accepted claims with an invalid or missing
document.
After NatCat events, an emergency claims
kiosk has to be set up to service clients immediately. Despite the fact that there were about
300,000 insured in the Visayas area, there were
only about 5 claims after Typhoon Haiyan. A
claim of five deaths out of 7,000 documented
casualties begs the availability of relevant and
responsive microinsurance products. Batangan added that CLIS validated the casualties
from the government list of missing persons;
and proactively went to the claimants.
Mr. Martinez added another innovation: instead of paying out money, which would not
have been useful in this situation, MicroEnsure was allowed to pay with rice or building
materials which doubled as an emergency
relief. This approach benefited many people in
a short period of time.

The discussion showed how insurance providers, backed by the Insurance
Commission, applied extraordinary measures to overcome the constraints
of disrupted communication and transportation after the catastrophic
situation:
• Mobile counters were set up to facilitate claim payments on the spot
• Payouts were made on the basis of satellite pictures
• The verification of names was based on local government certification
• Payments were made not only in cash, but also in kind to cover immediate needs of the affected population
• Potential claimants were proactively identified using government lists
of recovered bodies and missing people.
The speakers agreed that all stakeholders should share their knowledge
and unify their strengths in order to develop adequate products and a
good system for an optimal response to frequent natural calamities.
February 2015
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“The Philippines can work as a
model for financial inclusion as the
country will achieve its expansion
targets.“ - Commissioner Dooc
Mr. Cam recalled that almost all of the members of the Leyte Chamber of Commerce and
Industry did not have insurance coverage
against NatCat. Whether to require a NatCat
cover as part of the business registration has
to be studied, but it seems more favourable to
provide incentives for those who avail of an
insurance cover, at the moment. The first six
months after the disaster was the most critical
time for MSMEs. Only 20% of the businesses
in Tacloban could operate between November
2013 and April 2014. Soft loans would have
been crucial at this stage of the response. Instead, outside businesses came into the region
and filled the gap of capital supply.
Mr. Chatterjee emphasized the importance
of bundling. He asked how the industry is
developing more innovative products. Mr.
Rellosa stated that there are only two crop insurance products at the moment. Developing
new products to address the demand is an
option of local insurers. Mr. Batangan added
that products need to be diversified to cover
more risks in various sectors.
As the discussion was opened for the audience, the issue of mandatory insurance was raised again. It was recommended to distinguish
mandatory insurance for government assets,
from individual households. Mandatory insurance may rest on securing government assets, while imposing mandatory insurance on
the poor is not aligned with Government policy. Referring to the comment, Commissioner
Dooc said that there is a need for introducing
mandatory insurance, but with affordable
premiums. If the insurance is not mandatory,
only the people living in the risk-prone areas
would purchase it and the result would be a
very expensive cover. Mr. Martinez proposed a
subsidy of 20% of the premium by the government and to introduce mandatory coverage
only for base risks, such as earthquakes. Other
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covers such as for typhoons could stay optinal. The industry will be open to these kinds
of innovations and even international donors
could provide support.
Mr. Chatterjee expounded that Mr. Martinez
was proposing a concept of risk layering,
which in his opinion was a good option. However, this has two requirements: the actual
pricing of the product and the availability
of risk accumulation statistics. Both factors
affect the solvency of the company.
On pricing, Mr. Batangan shared that the
industry in the Philippines is already using an
actuarial price for catastrophe perils at 0.15%,
which includes earthquake, flooding, typhoon,
etc. With regard to data and statistics, there is
a need to be specific for the different kinds of
risks. Incentives can be provided to those who
purchase more insurance cover on top of the
base, added Mr. Cam.
The final round of comments focused on the
cooperation between the different stakeholders. The panellists agreed that instead of
focusing on their own business, stakeholders
should share their knowledge and unify their
strengths. Mr. Rellosa referred to a study by
the industry showing that even if taxes were
lowered, the actual tax receipts of the government could increase because of the increased
number of policy holders.
Finally, Commissioner Dooc emphasized
that the Philippines can work as a model for
financial inclusion as the country will achieve
its expansion targets.

5.6

Film on the response to Haiyan

A film on the response to typhoon Haiyan
co-produced by GIZ RFPI Asia and Cebuana
Lhuiller Insurance Solutions was shown to
round off the discussion. The video is available on the RFPI website
(http://inclusiveinsuranceasia.com/news-mi-in-the-philippines.html) or can be
directly accessed via the QRcode.

February 2015
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5.7
Ulzilbold “Bold” Yadamsuren:
Livestock Insurance in Mongolia
According to Mongolia’s constitution, livestock must be protected by the state; therefore
the government designed an insurance
scheme for herders. The presentation focused on the public-private cooperation in
index-based insurance „Government support
- Herders‘ trust - Insurers‘ effort“ that protects
herders from high losses in harsh winters.
Mr. Bold explained that the index-based insurance scheme distinguishes three layers:
1. Lower layer: below 5% of mortality (average at county-level), the consumers have
to take care on their own
2. Middle layer: 6%-30% of mortality, the
product is commercially priced
3. More than 30%: catastrophic event, the
public side supports the pastoralists.
If the system is not performing well, the
thresholds can be changed, which influences
the pricing of the products. If the threshold is
increased, the premium is decreased. As long
as data is available this layering can be done in
other areas as well.
The challenges that were observed are
connected to take-up and retention, distribution, a lack of technical skills (actuary and

underwriting), pooling and reserving on the
regulatory side and overgrazing.
Mr. Bold summarized the lessons learnt from
this cooperation:
• Public awareness activities cannot be done
by the private sector alone. Instead, public
intervention is required.
• Pooling the exposure attracts and keeps
the private sector even in bad years.
• Pricing on layers and public support in the
loss assessment cost makes premium rates
more attractive to insurers.
• The public sector‘s involvement in the loss
assessment helps in gaining public trust,
avoiding reputational risk and potential
disputes.
Presentation slides:
http://www.inclusiveinsuranceasia.com/natcat/
livestock-insurance-mongolia-uyadamsuren.pdf

Figure 2: The index-based insurance scheme of Mongolia

February 2015
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5.8
Concepcion Sardana and Brenda
Corbera: Weather Index-Based
Insurance in Mindanao
Ms. Sardana of the International Labour
Organisation and Ms. Brenda Corbera of the
Philippine Department of Trade and Industry
presented the weather index-based insurance
scheme for farming households that has been
created through multi-stakeholder collaboration in CARAGA, Mindanao. The scheme
makes use of four automatic weather stations,
16 manual rain gauges and 11 flood water
level gauges to collect the necessary data. Five
products for rice and corn being affected by
excess or low rainfall are offered.
The lessons learnt in the implementation
process were the following:
1. Understanding target groups‘ characteristics and needs for financial and nonfinancial services through relevant analysis including Vulnerability & Adaptation Assessments, Farming Value Chain
Analysis & Market Research are critical in
the design of diversified, affordable and
sustainable packages.
2. The research and the modelling take time
and money.
3. The weather index-based insurance
literacy needs to be conducted in several
brief modules, through adult learning
techniques and in the local language. This
process should be continuing. The literacy
module also has to include advocacy for
adoption of good farm management.
4. Bundling financial services with nonfinancial services makes the package more
attractive to the poor while increasing
their opportunities to maximize outputs
and diversify their productive activities.
5. The system for monitoring the breach of
index should be developed early and all
parties, including the farmers, should be
able to monitor it.
6. There is a high importance of maintaining
the accuracy of instruments and securing
measurements.
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7. The indices are deemed most effective in
areas not more than 20 kilometres from
the weather measurement instrument.
8. Certain farmers especially those with prior
experience with traditional crop insurance
still prefer the multi-peril crop insurance
over the weather index-based insurance
scheme because pests, diseases and floods
are excluded and the certification process
takes a long time.
Participants raised the issue of basis risk,
when the pre-agreed index is reached but there is no actual damage. The presenters emphasized the payout upon the breach of the index
despite as the core feature of the product,
even in the absence of actual damage. Indices
may need to be adjusted in the case of high
discrepancies between indices.
Presentation slides: http://
www.inclusiveinsuranceasia.
com/natcat/ccap-wibi-csardana-bcorbera.pdf
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5.9
Jimmy Loro: Satellite-powered
Agricultural Insurance - Opportunities
and Regulatory Requirements
Jimmy Loro, GIZ Advisor for the RIICE project, presented the opportunities (see figure)
and regulatory requirements of satellitepowered agricultural Insurance as well as the
lessons learnt from the first dry test.
He presented the main regulation and supervision requirements:
•

•
•

•

An overarching Government Policy
Framework on Agriculture Insurance is
needed
• Opening market to private sector
• Government intervention (smart
subsidies)
Possible review of existing legislations e.g.
Insurance Code
Creating a Regulatory environment that
supports the expansion of index insurance
through the private insurance sector
• Definition of Index-based insurance
products (on-going)
• Data and product development
• Technical capacity
• Financial and Technical Literacy
• Market awareness
Roles of public-private insurance entities
have to be clarified
• Product development

•
•

Supporting Non Cat and Cat Risks,
and Reinsurance
Co-insurance pools?

When asked whether local insurers are aware
of the Remote Sensing ARBY, he shared that
representatives of Philippine Insurers Reinsurers Association are members of the task
force which is co-chaired by the Department
of Finance and the Insurance Commission.
PIRA is fully informed about the status of the
products and are interested in this innovative
type of crop insurance.
Presentation slides: http://
www.inclusiveinsuranceasia.
com/natcat/satellite-powered-agroinsurance-jloro.pdf

Figure 3: SWOT-Analysis of index-based insurance
Strengths
• Multiple satellites
• No need for weather stations
• Recalibration- and tamper-free
• High Outreach, expansion and scale
• Multi-use, Multi-sector
• Low moral hazard

Weaknesses
• High start-up cost
• Significant initial field work
• Local technical expertise
• Insurance literacy
• Technical and product literacy
• Basis Risk

Opportunities
• Longer experience, increasing accuracy
of crop model
• Disaster risk financing
• Disaster analysis, planning
• Developing simple products

Threats
• Government Policy and Sanction
• Regulation
• Availability of Historical data
• Product acceptability to consumers
• Developing simple products
• Climate change

February 2015
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5.10 Wrap-up Discussion on Index-based Insurance
Asked about the preconditions for effective
index insurance, Mr. Bold highlighted four
elements: a shared vision of all stakeholders
which should be written down, the availability of funding, data monitoring and a good
understanding of the data and the risks.
Senior Vice President of the Philippine Crop
Insurance Corporation Mr. Norman Cajucom
who spoke on behalf of the presenters of
weather-based index insurance in Mindanao saw great opportunities for the use of
index-based insurance, especially for earthquakes. The weather index based insurance
is currently limited to rainfall indices, but in
other countries there are experiments for a
typhoon and a flood index – possibilities that
should be explored as well.
During the open discussion, the link between
NatCat and index insurance was emphasized
as the latter has the potential to cover large
areas. In the Philippines microinsurance was
successful because the public and the private sector came together to level-off their
expectations and discuss their target groups.
Normally, supervisors do not promote any
business, but they did it for microinsurance
to improve the environment and increase
coverage. One question from the audience
pertained to potential conflicts related to product features between insured and insurers.
Mr. Loro answered that financial literacy is
important when introducing index insurance.
The consumers need to know the limitations
of the product. If the insurer is prudent in
providing this information and if there are
standards and regulations, there should be no
conflict.

“There are four preconditions for
effective index insurance: a shared
vision of all stakeholders which
should be written down, the availability of funding, data monitoring
and a good understanding of the
data and the risks.” (Mr. Bold)
22
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Mr. Loro highlighted the main
concerns for area yield indices:
• Data availability with a sufficient accuracy level, considering the limitations of remote
sensing
• Support from the private
sector with respect to product
development
• Fair competition
• Minimization of costs
• The future role of the Philippine Crop Insurance Corporation
• The possibility of complaints
from the farmers since dealing
with images implies a huge
unknown about basis risk
In the final round of comments, the presenters summarized the success factors of
index-based insurance in the framework of
public-private cooperation.
Mr. Bold pointed to the following factors:
1. Legal and regulatory recognition of
insurance
2. Spreading information on index
insurance, for example through trainings
to explain the difference between indemnity and index based insurance
3. Assign a third party to do the loss assessment to avoid mistrust
4. Increase the accuracy and precision of
data, for loss assessment and product
design.
He summarized the success factors under the
acronym “POST”: :
• Public support, policy, consumer trust
• Operation, team work, efficiency, public
awareness, insurance education
• System, improvement on the design, monitoring and evaluation, IT
• Technical expertise, pricing, risk financing,
expertise in lost assessment, data analysis.
February 2015
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A participant inquired about partnerships
with academic institutions for field validation
and qualification of data. Mr. Loro answered
that third party collaborations are important,
but the data protocol and standards used in
data collection has to be strictly followed.
The partnership has to be managed carefully
because one is dealing with financial products.
Mr. Martinez raised the concern about the
role of the private sector vis a vis the role of
the PCIC. Mr. Cajucom stated that the PCIC
has been providing crop insurance for more
than 30 years, and is willing to share their
knowledge with the private sector and to provide training on product development.

5.11 Presentations and Panel Discussion: Developing Microinsurance for
Natural Catastrophes in Asia - Lessons
and Options
Lessons learnt and options for developing
microinsurance for natural catastrophes were
offered from different perspectives: Mr. James
Nash of Guy Carpenter presented the view of
an international insurance broker and explained the „Microinsurance Venture Incubator“ (MVI) Approach (see figure). This is an
Figure 4: Microinsurance Venture Incubator
Approach
Consortium Investors

Donors
&
External
partners

MI Incubator

Risk Bearing
Scheme

Portfolio of Ventures
Strategic
Investors

Venture 1
Venture 2
Venture N

Emerging Consumers
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Being asked about the success
factors for index-based insurance,
Mr. Bold pointed to the following
factors:
1. Legal and regulatory recognition of insurance
2. Spreading information on
index insurance, for example
through trainings to explain
the difference between indemnity and index-based insurance
3. Assign a third party to do the
loss assessment to avoid mistrust
4. Increase the accuracy and
precision of data, for loss
assessmment and product
design
entity formed to create markets that deliver
risk protection to development countries by:
• Providing turn-key, cost-effective service
ventures through collaborative innovation
• Creating active and profitable markets for
multiple microinsurance products & services, in multiple geographic locations
• Benefiting the global “emerging consumer” (first generation insurance customers)
• Contributing toward solving societal problems (e.g. economic continuity, health,
longevity, food security)
To do so, MVI will support the launch and
operations of a portfolio of microinsurance
ventures worldwide. These ventures will
provide the business services necessary to
achieve scale and profitability in the market
including: unique distribution methods, local
partnerships, product development and impact services such as measuring/monitoring
social impact. Five companies (Guy Carpenter, Zurich, XL Group, Catlin and AIG) expressed solid commitment to design and finance
the approach.
GIZ RFPI Asia
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Figure 5: The Opportunity Disaster Microfinance Facility
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Mr. Victor Tanjuakio of the National Reinsurance Corporation of the Philippines
brought in the view of a Philippine-based
reinsurer. He gave numbers about the payouts
of PhilNaRe after typhoon Haiyan and highlighted that they had experienced a Loss Ratio
of more than 700% with a payout of 6,220,000
Pesos and collected premiums of 880,000 Pesos.
The joint discussion was moderated by GIZ
RFPI Asia Advisor Mr. Dante Portula. Asked
about their position as the only reinsurance
company in the Philippines, Mr. Tanjuakio
responded that there are advantages and
disadvantages. More foreign reinsurers are
coming in, especially in the health sector; but
this might be a temporary phenomenon. Mr.
Tanjuakio opted for making insurance mandatory, but allowing people to choose their
provider. Mr. Nash on another hand preferred a
mix through a small start and scaling up later.
Ms. Walker agreed that a mandatory insurance
in the beginning would help to educate people
and to increase acceptance, but then, premiums should be affordable.
Ms. Walker shared that Opportunity InternaGIZ RFPI Asia

Global Re-insurer





Ms. Philippa “Pip” Walker spoke for the international NGO Opportunity International Australia. She presented the Opportunity Disaster Management Facility (see figure). The facility offers bridge loans to the MFIs, provides
insurance for their loan portfolio and offers
disaster triggered insurance products such as
(Disaster) Life, Health and Housing Insurance.
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tional Australia’s program in the Philippines
was still in its development stage. However,
she sees that there is a huge market for expansion and that clients are interested in non-life
products such as housing or boats for fishermen.
A commenter from the floor pointed to the
fact that donor funding is unpredictable as
there is a large variety and increased frequency of natural disasters. Catastrophes that are
not in the media will not receive significant
donor money. The commenter also noted

“Insurance should be mandatory,
but one should allow people to
choose their provider.”
- Mr. Tanjuakio
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that subsidized products can produce disincentives. She acknowledged the importance
of brokers and asked Mr. Nash about Guy
Carpenter’s business model and whether they
had already thought about marginal premiums. Mr. Nash answered that there is a collective learning experience after a disaster.
The role of a broker is to bring a collective of
people together and to create a new way of
looking at resolving the issue of insurance for
the poor. In order to be sustainable there has
to be a profit.

“A mandatory insurance in the
beginning would help to educate
people and to increase acceptance, but then, premiums should be
affordable.” - Ms. Walker
Presentation slides Mr. Nash:
http://www.inclusiveinsuranceasia.com/natcat/developingmicroinsurance-for-natcat-inasia-jnash.pdf
Presentation slides Ms. Walker:
http://www.inclusiveinsuranceasia.com/natcat/opportunity-disaster-facility-pwalker.pdf
Presentation slides Mr. Tanjuakio: http://www.inclusiveinsuranceasia.com/natcat/philnare-vtanjuakio.pdf

5.12

“The role of a broker is to bring a
collective of people together and
to create a new way of looking at
resolving the issue of insurance for
the poor. In order to be sustainable
there has to be a profit.” - Mr. Nash
February 2015

The Philippine Call for Action

Director Almario of the Department of Finance presented the Philippine Call for Action
that was launched on 30 January 2015. The call
enjoins the public and the private sector to
collaborate for the development of microinsurance, as an important instrument to cope
with the devastating impact of natural catastrophes (see Annex 3).
GIZ RFPI Asia
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5.13 Recommendations for action to
reinforce public-private links
Four mixed working groups consisting of
representatives of the public sector, private
sector, development partners and regulators
from the MEFIN countries were formed to

Public
Sector

formulate recommendations for actions to be
taken by the public sector, the private sector
and jointly. The catalogue of action distinguishes short-term activities (2015) and midterm activities (2016-2018). The working
groups’ proposals are:

2015

2016-2018

•

•
•

•
•
•
•
•

•
•

•

Support Capacity Development of all
stakeholders
Initiate Product Development
Develop policies to guide implementation of weather indes-based
insurance
Parametric guidelines to help players
create innovative products
Pilot program, concentrate on rice
and herders, based on sponsorship of
government
Simple and cheap licensing accreditation requirements for distribution
channels to cover more marginal
people
Require insurance coverage for people/borrowers in risk-prone areas
SEC to encourage financial lending
entities to require FCs/ICs to ensure
their portfolio of loans in risk-prone
areas
Allow flexible payment terms

•
•
•
•
•
•

•
•
•
•

Starting in 2015, but should continue
afterwards:
•
• Develop Policies and Regulations
• Regulations, Service Providers, Distri- •
butors, „Risk Takers“, PCIC
• Flexible Payment System
•
•
Private
sector
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Simplification
• Product design: simple and understandable
• Simplify policies, easy to understand
• Policy statements in local language/
dialect
• Make products more affordable and
easily accessible
• Claims and administration: fast, easy
and efficient

GIZ RFPI Asia

Political will of government
Amend the law to provide tax incentives
for microinsurance products
Lower insurance reserve
Budget setting for premium subsidy
More specific regulations governing
microinsurance
Establish guarantee fund at national
level to encourage more microinsurance
levels
Assistance system for claim processing
and disputes
Mandatory portion of investments
allocated towards agriculture, give
incentives for contributing to equity for
microinsurance (eg tax)
Incentives (tax discounts, preferential
access to soft loans) if covered by microinsurance
Development of data infrastructure to
assist in product development
Data bank on NatCat events (PSA)
Direct link between public and private
sector for gathering and analyzing data
System to regulate buying and selling
insurance, make insurance affordable
Explore possible delivery channels for
microinsurance
E-commerce in Insurance
Propaganda (Vietnam)

Donors:
• Development of NatCat insurance
• Transparent about their program
• Support the joint undertaking of
public-private endeavors
•
•

Simpler reinsurance: terms and conditions
Self-regulatory organizations

February 2015
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Private
Sector

2015

2016-2018

•

Alternative distribution channels (eg
mobile phones)
Insurance product bundle with financial services (e.g. loans), imbedded
products
Develop new products (FRC)
Microinsurance schemes for natural
catastrophe cover
Partnership with development partners (GIZ and others) and Insurance
companies for Agri Insurance (Distribution)
WIBI products readily available for
urban areas (transparent and easily
understandable)
Establish partnerships with reinsurers and come up with terms and
support for NatCat risks
Establishment of Business Recovery
Centers (BRC) per region/per province of all MSME’s and even micro- and
subsistence farmers, among others
maintaining a data base (backup in
the cloud)

•

Create awareness of insurance and
available microinsurance products
(e.g. through roadshows/forums)
Financial Education, financial literacy
(FRC)
Capability building
Develop simplified procedures (documents) in the filing of claims
Formalize data sharing between
agencies, public and private stakeholders (available data, initiatives)
For agro/fisheries: establish partnerships with state colleges and universities/academic institutions for municipal data gathering

•
•
•

•
•
•
•

•
•
•

Jointly

•
•
•
•
•
•

•
•
•
•
•
•

•
•
•
•
•
•
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Increase financial literacy and insurance
awareness
Sharing of data for product development, administration (all stakeholders)
Electronic storage of insurance documents (phone, cloud), client database
Reassessing result and amendment of
product (Vietnam)
Use of digital marketing in selling insurance products
Encourage MFI’s and credit cards to
require Natcat insurance cover for all
customers
Require all chamber members to have
NatCat insurance

Product design
Self-regulatory organizations
Readiness for ASEAN Economic
Community
Pooled reinsurance between public and
private sector
Identification System to facilitate
insurance coverage
Mandatory MI on government loans
Loans and claims pay-out through other
distribution channels that are accessible
to every client
Central business registry for each region
with integrated hazard mapping and
NatCat coverage per business
Address the risk of cyber attacks

GIZ RFPI Asia
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5.14 “Microinsurance works”: Introduction by Michael McCord to the book
launch of the Study of effectiveness of
microinsurance and service providers’
response to Typhoon Haiyan in the
Philippines

“In the case of typhoon Haiyan the
insurers stood up and did their job
thereby demonstrating to the world that microinsurance works.”
(Mr. McCord)

Michael McCord introduced the study with
his high regard for the Philippines microinsurance market. The Philippines is full of
good examples of how to make microinsurance work. McCord complimented the
insurers for standing up and helping their
clients, making significant impact for over
100,000 people, by paying over half a billion
pesos to consumers who had not thought
about having insurance a few years back. According to McCord, the insurers stood up and
did their job thereby demonstrating to the
world that microinsurance works.
The study takes a very close look on the response of insurance after typhoon Haiyan. The
intervention was not perfect, but nevertheless
showed that paying the premiums make sense
as claims were processed and most people
received their benefits quickly.
McCord thanked GIZ, the Philippine Insurance Commission and the Microinsurance
Network (MiN) for their support to the
study. The MiN is a multi-stakeholder network of organizations and individuals around
the world with a focus on increasing membership to advocate the benefits of microinsurance.
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5.15 Closing Remarks, PIRA Chairman Michael Rellosa
Dr. Antonis Malagardis and Team, Securities &
Exchange Commission Chairperson Teresita
Herbosa, Director Itoy Almario & team, The
Honorable Regulators from Nepal, Vietnam,
Thailand and the Philippines, Mr. Mike McCord, Mr. William Martinez.
I would like first to express my sincerest gratitude to the German Cooperation and to GIZ
for organizing this conference. It has been two
days of learning and new discoveries for us,
myself included. On behalf of PIRA and the
Philippine non-life insurance industry, thank
you very much.
Since last Friday, when we launched the Call
to Action for Microinsurance at the Philippine International Convention Center, we have
been talking seriously about microinsurance
and its role in climate change adaptation. We
have learned about how microinsurance helped people affected by super typhoon Haiyan
hopefully learning from its successes and
pitfalls. We have learned how crop insurance
works, how satellites can be used in assessing
insured losses, how index-based insurance is
being carried out, how livestock insurance is
done in Mongolia, and many more.
The rebirth of microinsurance from its previous reincarnation as industrial life insurance
coverages in the 50s and 60s is probably the
biggest thing that happened in the insurance
industry the past decade or so. Without doubt,
I see it as a positive step towards our goal of
financial inclusion.
If the industry is to remain true to its mission
of helping the most vulnerable sector of the
populace -- it must change the way it does
things. Microinsurance forces us to change in
three aspects:
1. It is forcing us to take a different approach
in designing our products.
Simple, accessible, affordable. These are the
key words that microinsurance is drilling into
our consciousness. We have to think small, we
have think cheap, and we have to go back to
the basics.

February 2015

“I can now expect things to be different for the industry as we make
insurance simpler, more accessible,
and more affordable for our countrymen.” (Mr. Rellosa)
2. Microinsurance is forcing us to change the
way we look at our distribution channels
and our processes.
Because we have to limit the price of insurance, therefore we have to limit our costs. We
have to find new and effective distribution
channels. That‘s how pawnshops and cooperatives came in. Who knows, maybe one of
these days we could have microinsurance in
sari-sari stores, too. Or we can sell insurance
through cell phone apps or even as bundled
service packets sold together with bags of
fertilizer or other agricultural products.
3. Microinsurance is forcing us to change the
way we look at the principles of insurance
itself.
One basic principle of insurance that microinsurance is sidestepping is the principle of
indemnity. Microinsurance deals with fixed
amounts and not the previous state in which
the client was before the loss happened. Therefore, the settlement of claims is faster. Therefore, questions are less because the amount
of claims to be settled is already known. It is

GIZ RFPI Asia
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more like a life jacket to keep the client afloat.
More of a stop-gap measure. I believe that this
way, insurance could be more relevant because what we now promise is help in times of
dire need. And this way, we could deliver that
promise faster.
These three areas in which microinsurance is
forcing us in the industry to change are very
crucial to our respective companies and to
PIRA. As you probably know, we are presently
on survival mode. From a high of 130, PIRA‘s
members are now down to 65. This is mainly
due to the high capitalization required of us
by the new Insurance Code. We expect the
number of our members to go down further
in the coming years. That is, if we don‘t grow
the market, or if we don‘t enlarge the pie.
You all know that the penetration rate of
traditional insurance in the Philippines is very
low. With the high capitalization required of
us, every company is basically enlarging its
individual plate and getting a bigger set of
spoon and fork, yet it will still be fighting for a
tiny slice of a very small pie.
With microinsurance, the pie now has a good
chance of expanding. Because those formerly
deemed to be too risky to insure can now be
covered. Even those formerly considered too

poor to afford insurance will now be able to
buy insurance products at a price they can afford, through a distribution channel that they
know and trust.
Albert Einstein once said that insanity is
doing the same thing over and over again and
expecting the same results.
It is a fact that before microinsurance, the
local insurance industry has been insanely
doing the same things that have been done by
those who have come before, yet we wonder if
we would get a different outcome.
Now with microinsurance, we can change the
way we do things. After attending this conference, I could say that I can now expect things
to be different for the industry as we make
insurance simpler, more accessible, and more
affordable for our countrymen. Yes, for our
countrymen who need insurance all the more.
Hopefully these 2 days have given us the
chance to gather insights that could spur us
and equip us to better manage risks brought
about by Natural Catastrophes and Climate
Change.
Again, to the German Cooperation and to GIZ
and to all the participants, maraming maraming salamat po sa inyong lahat.

For accessing an overview of all the presentations and
watching a video about the conference please use the QR
code or the following link:
http://www.inclusiveinsuranceasia.com/mi-and-natural-catastrophes.html
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