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“The art of war teaches us to rely not on the likelihood of the
enemy’s not coming, but on our own readiness to receive him;
not on the chance of his not attacking, but rather on the fact
that we have made our position unassailable.” - Sun Tzu, The
Art of War, written 2500 years ago
1. EXECUTIVE SUMMARY
After Typhoon Haiyan (named locally Yolanda) hit the
Philippines in November 2013, many stakeholders of
Disaster Risk Management (DRM), at different levels,
took a long series of measures for organization and
activity improvements. International support had a
large contribution not only financially, but also
related to the improvement of capacity building. It
seems that at macro (state or sovereign) level, the
Philippines made significant progress, which creates
the foundation of a solid protection system against
natural disasters linked to climate change. The World
Bank introduced a parametric insurance program to
cover losses from major typhoons and earthquakes to
national government assets. The IFC, World Bank’s
financial arm, issued the first internationally rated
triple-A peso-denominated green bond. The Asian Development Bank is working with the Department of
Finance (DOF) to launch the City Disaster Insurance Pool in 2020.
After Yolanda, microinsurance (MI), micro-insurers and intermediaries made the recovery effort less
painful, especially for low income people. It is difficult to estimate how the recovery process could work
better if this level of protection did not exist or was very minimal. More than 111,000 claims have been
processed and settled after the typhoon. ‘’Knowing your client’’ was the key to success when the clients
lost their documents (ID card, insurance policy, etc). The previous GIZ report [1] was focusing mainly on
microinsurance and the impact MI had on the recovery process.
After recovery efforts, local authorities started to take concreate actions regarding the prevention and
preparedness of local communities in case of natural disasters.
At the macro (sovereign) level, important improvements have been made especially regarding Disaster
Risk Financing (DRF). Similar progress can be found at the meso level regarding DRM; not only new
protocols and procedures, but also new equipment and staff have been mentioned during interviews and
discussions with local representatives in previous damaged towns. At the micro level, which relates to
the most vulnerable individuals, there is a large room for improvement and innovation regarding MI
products and their distribution. For instance, currently there is no MI index product with large
penetration, even though GIZ advocated for such a product since 2015. This product would make the
process of claims settlement much easier in case of a natural disaster.
After Yolanda, there are two main problems at the micro level: one is related to the supply side, the
other on the demand side.
On the supply side, the non-life insurers experienced an average claims ratio of 156.4% in 2014, after
Yolanda. It is likely that many of them revised their products and decided to reduce or cancel their
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exposure to disaster risks. The data provided by the Insurance Commission shows a decrease of non-life
coverage in the years 2015 and 2016.
The second problem is on the demand side: the momentum created by Yolanda evaporated in the last 5
years and the awareness of insurance as a transfer mechanism of risk is at a low level again. It seems
that the insurance industry needs a continuous effort to increase and maintain the insurance awareness
of population.
This lost momentum may be explained by what is called in behavioural economics as availability
heuristic1, defined as the process of judging frequency by “the ease with which instances come to mind”,
according to Nobel prize winner Daniel Kahneman, in his book “Thinking, Fast and Slow” (ref. [3]).
Availability heuristic is about what people do when they wish to estimate the frequency of a category,
such as a “dangerous disease”, “dangerous event” or “disaster event”. Instances of the class will be
retrieved from memory, and if retrieval is easy and fluent, the category will be judged to be large.
Availability heuristic effects help explain the pattern of insurance purchase and protective action after
disasters. Victims and near victims are very concerned after a disaster. After each significant earthquake
or typhoon, people are for a while diligent in purchasing insurance and adopting measures of protection
and mitigation. They tie down their boiler to reduce quake damage, seal their basement doors against
floods, and maintain emergency supplies in good order. However, as the memories of the disaster dim
over time, so do worry and diligence. The dynamics of memory help explain the recurrent cycles of
disaster, concern, and growing complacency that are familiar in cases of large-scale emergencies. It has
also been observed that protective actions, whether by individuals or governments, are usually designed
to be adequate to the worst disaster actually experienced. Long ago in pharaonic Egypt, societies have
tracked the high-water mark of rivers that periodically flood - and have always prepared accordingly,
apparently assuming that floods will not rise higher than the existing high-water mark. Images of a worse
disaster do not come easily to mind (ref. [3]).
The landscape of individual or group MI policies did not change too much after Yolanda. There are no big
improvements in business models: products, distribution and claims settlement. Cooperatives and MBAs,
which experienced a good cooperation with their members and insurers before and after Yolanda, still
cooperate and maintain the same good relationships. The providers maintain the same products (with
some changes) and business processes as in the previous period. Even if in the past GIZ advocated for an
index product and MicroEnsure used satellite images to settle claims after Yolanda and proposed some
MI index products, selling index-linked MI products did not take off yet. But some new business models
started to emerge: a fintech company is proposing a digital solution for MI.
There is also an important development of an MI non-life product for Micro Small and Medium Enterprises
(MSMEs) covering calamity risks. Under the GIZ Developing Public-Private Partnerships (GIZ DeveloPPP),
GIZ succeeded in launching in November 2018 the MicroBizProtek products for MSMEs, with three
important stakeholders, public and private.
The previous GIZ report [1], which focused on MI, identified some difficulties that MI providers were
exposed to during and after Yolanda, related mainly to claims payments and to other operational and
financial activities. This study proposes a method for acknowledging and monitoring them: the Checklist. Such an approach can make future recovery after a natural disaster lean and better organized.
The World Bank assessment after Yolanda resulted in findings specifically related to DRM mechanisms at
macro and meso levels: on the relief/emergency phase, rehabilitation and recovery framework,

1

Heuristic is a simple procedure that helps find adequate, though often imperfect, answers to difficult
questions. The word comes from the same root as eureka. (ref. [1])
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institutional arrangements, and other cross-cutting policies, use of and access to government funds,
monitoring and evaluation mechanisms, and output of selected programs and projects and the successful
implementation modalities (ref. [5]).
This study will consider also the provisions of the Philippines Disaster Risk Financing and Insurance (DRFI)
Strategy, launched in 2015, with references to all stakeholders’ level.
2. INTRODUCTION
By the end of the day of 8 November 2013, the typhoon Haiyan (locally known as typhoon Yolanda) has
crossed the land six times and left a path of destruction that affected over 16 million people and
displaced almost 4.1 million people. Yolanda, a category 5 typhoon, is the strongest one ever to make
landfall and had the highest wind speed ever seen on land, with winds of 313 km/h. The communication
of the typhoon warnings to the public was heard but did not result in mass evacuations.
Yolanda caused over 6,300 reported fatalities and an additional 2.3 million people were estimated
to have fallen below the poverty line. The total damage and loss were estimated at PHP 571.1Bn
(US$ 12.9Bn) hampering economic growth by about 0.9 % in 2013, and another 0.3 % in 2014
(ref. [5]). Out of the total damage and loss of PHP 571.1Bn (US$ 12.9Bn), the amount of
indemnities paid by microinsurance providers was PHP 532Mn (US$ 12Mn). There were more than
110,000 indemnities paid, out of 126,363 MI claims; the average claim paid was PHP 4,777 (US$
108); 27% of claims were paid in the first four and half weeks after the typhoon and 60% of
reported claims were paid by March 2014 – more details in ref. [1].
Tacloban, Leyte, Ormoc and Samar were the most devasted areas. This was a tragedy that did not
differentiate between young or old, rich or poor. After the storm, stories were told describing the
aftermath; the silence was deafening as people walked in a daze through the streets and all accounts
described how it looked like a bomb had gone off; trucks were overturned, debris blocked the streets
and there were dead bodies everywhere.
During the night of 20 November 2018, the Tropical Depression Samuel crossed the Tacloban region and
the whole staff of Regional Office for Civil Defense in Tacloban was very busy to perform its duties
regarding coordination of activities with other institutions involved in preparedness and recovery. Some
children in a school in Tacloban left the school themselves as a preventive measure, even though there
was no requirement for evacuation. The Philippines Atmospheric, Geographical and Astronomical
Services Administration (PAGASA) issued warnings in newspapers and media on Monday 19 November that
the Eastern section of Visayas and Mindanao will experience moderate to heavy rains beginning on 19
November. Samuel is the 19th tropical cyclone to enter Philippines in 2018 and the first weather
disturbance in November. There were no major casualties in Tacloban region. In Ormoc City, the Disaster
Operation Center was on duty for 24 hours. After monitoring the situation, there were some floods in
some regions, but no casualties.
Marikina City in Metro Manila was not affected by Yolanda but is inhabited by 500,000 people who are
exposed regularly to flooding by the Marikina River which passes nearby. It was affected by typhoon
Ondoy in 2009, when the water level reached 23m after 6 hours of continuous raining (the water poured
was equivalent to 30 days of raining). After Ondoy, The Disaster Risk Reduction Management Office
(DRRMO) took many actions to improve their protocols and activities. The test of resilience of new actions
and improved protocols was in August 2018, when during typhoon Karding the rain increased the water
level to 20.6 meters, comparable with the previous level after Ondoy. But this time there were no
casualties and DRRMO was surprised to see the cooperation on behalf of the community regarding
prevention and preparedness.
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Of course, the power of tropical storm Samuel was much lower than of Yolanda, but the people’s attitude
had changed. What happened during these 5 years that ushered in a different behavior of citizens in case
of disasters? From the different stakeholders’ perspective, what happened since 2014 regarding DRM? Of
course, disaster risk management alone is not enough, disaster risk financing is the other dimension of
protection against disasters which must be considered.
This report will try to find out some answers.

3. BACKROUND
The GIZ Regulatory Framework Promotion of Pro-poor Insurance Markets in Asia (GIZ RFPI Asia II) improves
access to insurance by building capacities for insurance regulation and supervision and promoting
development of innovative insurance solutions for the low-income people. It is a regional project
supported by the Ministry for Cooperation and Development (BMZ) of the Federal Republic of Germany.
It is working with in Indonesia, Mongolia, Nepal, Pakistan, Philippines, Sri Lanka and Vietnam. Project
duration is January 2016 to December 2018 and it is based in the Philippines. At the end of 2018, 5 years
after typhoon Haiyan, GIZ RFPI has commissioned the conduct of this study.
RFPI Asia will implement phase III in the period 2019-2021 with a focus on Climate Risk Insurance (CRI)
provided in ref. [1].
In 2015, 2 years after the devastating typhoon Yolanda, GIZ RFPI Asia II, in partnership with the
Microinsurance Network, commissioned a study to understand how the MI service providers responded
and performed in terms of claims processing and benefits payment in the aftermath of Yolanda and how
that impacted the clients of these business providers. The study primarily aimed to provide a data-based
evidence on the performance and responses of the MI service providers and information on the linkages
to the overall DRM strategy. Specifically, the study investigated (a) how they responded (claims
processing, etc), (b) if they changed or adapted some of the processes due to the emergency and (c)
looked into the role that the insurance regulator play. The study also identified recommendations
towards integrating MI into Disaster Risk Management framework in the Philippines, looking at what the
insurance industry should work on to be better prepared for future disasters. A link for copy of study
report is provided in ref. [2].
In 2017, 4 years after Yolanda, the Philippine government emphasized the need to conduct an objective
assessment of the overall post-disaster recovery and rehabilitation interventions. The Government of the
Philippines, through the National Economic and Development Authority (NEDA), requested for strategic
recommendations that are operational, practical and applicable at the national and sub-national levels
to address the recovery issues and bottlenecks and speed up implementation in future reconstruction
efforts. In response to the government’s request, the World Bank conducted an assessment of specific
aspects of the country’s short and medium-term recovery from the disaster, focusing mainly on DRM
mechanisms, their functionalities and bottlenecks. It was done through a review of official reports,
studies and analytical work done by key government agencies, development partners and other
stakeholders - see ref. [5].
In 2018, RFPI Asia embarked on a follow-up project with Climate Risk Insurance as one of the four work
streams and Philippines as one of the countries covered. To help shape the activities for the next phase
of the project, RFPI Asia is conducting a study to investigate the preparedness of different stakeholders,
including insurance service providers, to respond during extreme weather events, given the lessons learnt
after Yolanda. Specifically, the study will also investigate what has been done by key stakeholders
regarding the recommendations offered in the previous study or due to different developments at macro
(sovereign or state), meso and micro levels.
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4. OBJECTIVES
The study will consider mainly the micro level, where GIZ is focusing on the promotion of insurance for
poor people and where there is now an important development of MSMEs. To have a complete view of
the Philippines’ preparedness for future disasters, the study will mention other developments at higher
levels, without entering into many details (which can be found in respective references/web sites).
The study will also revise the output of the recommendations made in the previous study (ref. [1]) to
insurance companies and MI providers regarding, among others, recommendations, products, claims
settlement and reinsurance and will introduce the concept of a Check-list as part of disaster
preparedness.
The study will consider three different levels (macro, meso and micro), together with DRM layers and
will try to figure out the implementation of the different DRF solutions in this context.

5. METHODOLOGY
The study primarily entailed surveys, and in-depth interviews to determine what main stakeholders have
done so far in relation to the previous recommendations and to find out what else is in the pipeline to
ensure risk protection against severe weather events. The study was based on:
•
•
•

Desktop research to set up the context of the study and the previous study
Interviews/meetings with the Insurance Commission
Interviews/meetings
with
different DRM stakeholders
• Interviews/meetings
with
different
insurance
“THE PHILIPPINES HAS SIGNIFICANTLY
companies, Mutual Benefit
SHIFTED FROM DISASTER RESPONSE TO
Associations
(MBAs),
DISASTER RISK REDUCTION IN GOVERNMENT
intermediaries
POLICIES AND PROGRAMS, ESPECIALLY IN THE
• An assortment of client
AREAS OF HAZARD MAPPING, EARLY WARNING
testimonials
SYSTEMS, AND DISASTER PREPAREDNESS.”
The in-country visit took place
KIRA CHRISTIANNE D. AZUCENA, DEPUTY
between 20-22 November and 27-29
PERMANENT REPRESENTATIVE TO THE UN
November 2018. During these visits,
interviews were held with different
DRM stakeholders (meso level) and MBAs, rural banks, clients and intermediaries (cooperatives,
microfinance institutions (MFIs), rural banks) in Tacloban, Ormoc City and respectively in Cebu (micro
level).

9

The study intends to have a 3-dimensional view:
• One dimension refers to the stakeholders’ level: macro or sovereign level, meso and micro levels;
• The second dimension refers to DRM;
• The third dimension refers to DRF;

DRM

STAKEHOLDERS
DRF

Disaster Risk Financing is the ‘application of financial instruments as part of a systematic approach to
managing disasters to anticipate, plan for, reduce, transfer and respond to natural hazard events,
according to a GIZ paper [8].
The paper “Disaster Risk Management and Disaster Risk Finance in the ASEAN Region”, Bangkok, 21
November 2018 (ref. [5]) mentioned the following DRF mechanisms used in ASEAN countries: Disaster
Risk Funds, Contingent Credit, Sovereign Insurance Schemes, Domestic Risk Pools, Government Sponsored
Schemes, Sovereign Risk Pools and Microinsurance. It also contains specific examples of DRF mechanisms
used by different ASEAN countries, especially at the macro and meso levels: specific funds, their
financing mechanisms and accessibility. This study will not enter too much into the details of macro level
financing mechanisms and processes (details can be found in ref. [5] and [17]) and will mention for this
level only the last developments in Philippines. The focus will be on the micro level, microinsurance for
individuals (or groups) and MSMEs.
In a statement delivered at the thematic review on “Transformation Towards Sustainable and Resilient
Societies: Building Resilience” during the High-Level Political Forum (HLPF) in November 2018, Deputy
Permanent Representative to the UN Kira Christianne D. Azucena acknowledged the Philippines as among
the countries most vulnerable to disasters and to the adverse effects of climate change. She said,” The
Philippines has significantly shifted from disaster response to disaster risk reduction in government
policies and programs, especially in the areas of hazard mapping, early warning systems, and disaster
preparedness.” (ref. [6]).
The National Disaster Risk Reduction and Management Plan (NDRRMP) 2011 – 2018 defines Disaster Risk
Management as having four key layers, establishing the basis of the plan:
1.
2.
3.
4.

Disaster Prevention and Mitigation
Disaster Preparedness
Disaster Response
Disaster Rehabilitation and Recovery
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The aim of the four distinct and mutually reinforcing layers is to produce safer, adaptive and disaster
resilient Filipino communities towards sustainable development (ref. [7]). Related to NDRRMP is the
National Climate Changing Action Plan (NCCAP) 2011 to 2028.
In the chapter dedicated to the thematic Disaster Prevention and Mitigation, one of the objectives of
NCCAP is the communities’ access to effective and applicable disaster risk financing and insurance.

The study defined the key stakeholders as: The Insurance Commission IC as regulator, insurance
companies, intermediaries (agents, brokers, cooperatives, etc), other relevant government institutions
and Local Government Units (LGUs).
Philippines Disaster Risk Financing and Insurance (DRFI) Strategy, launched in 2015, has the following
development objectives:
•
•
•

Maintain sound fiscal health.
Develop sustainable financing mechanisms.
Reduce the impact on the poorest and most vulnerable, shield the near-poor.

The strategy has priorities at individual (micro), local (meso) and national (macro) levels – see below.
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6. MICRO LEVEL
The Philippines DRFI Strategy: Empower poor and vulnerable households and owners of small and
medium size enterprises to quickly restore their livelihoods after a disaster.
DRM 4:
DRF:

Recovery and rehabilitation
Mechanisms or Insurance Needs for population

Formal and Government workers, who are members of the Philippines Social Security System (SSS), can
receive support from SSS or the Government Service Insurance System (GSIS).
https://news.abs-cbn.com/business/10/08/18/sss-sets-aside-p161-billion-for-ompong-assistance
http://www.gsis.gov.ph/active-members/loans/emergency-assistance-loan/
For instance, in October 2018, after typhoon Ompong (Mangkhut), the Social Security System set aside
PHP 1.61Bn to assist the affected members. Qualified SSS members could each receive of up to PHP
16,000 calamity loan, a 3-month advance on their pensions and direct house repair and improvement
loan. Some 800,000 SSS members were affected by Ompong, which brought floods and landslides to parts
of Luzon in September 2018.
Self-employed and small farmers have generally less access to funds for recovery. With many of their
assets partially or total destroyed after a disaster, they lack the necessary collaterals. For this
population, microfinance institutions (MFIs), MBAs and cooperatives proved to be a very important source
of emergency loans, insurance pay-outs and other relief support. The extreme poor need access to the
local government DRM programs and to subsidized agriculture insurance products provided by the
Philippines Crop Insurance Corporation (PCIC).
Population
Extreme Poor
Poor & Low Income
Low & Upper Low Income

DRF mechanisms
Social Assistance, PCIC subsidized products
Access to LGU relief and rehabilitation programs
Microinsurance, microcredits, other financial services and
government programs
Suitable and affordable indemnity products

More information about DRF mechanisms for insurable risks for different layers of population can be
found in a GIZ paper [8].
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6.1.

Microinsurance Products and Providers

MI may be offered as a ‘stand-alone’ product, or it may be linked to a microloan, for instance, protecting
the microfinance institution against loan default. Not only is it possible to protect against death or health
problems, but also against loss of small-scale assets, livestock, and crops in case of a weather-related
disaster. The MI products were mainly provided through local organizations like MFIs, cooperatives, (MBAs
or Mutual Benefit Organizations (MBOs). After 5 years since Yolanda, mainly the same distribution model
is in force.
Regulatory Impact Assessment (RIA) (ref. [9]) on Microinsurance, issued in 2018 by the IC, offers an
overview of the microinsurance market. The following paragraphs use the information provided in the
above reference.

6.2.

MI Providers & Intermediaries

In 2017 there were 42 insurers providing MI, out of which were 11 life and 9 non-life insurance companies,
and 22 microinsurance MBAs and 12 regular MBAs. Total number of MBAs members was 5.4m in 2016,
with 12.6m dependents, see ref. [10]. There were 135 intermediaries for MI registered in 2016, 51 being
rural banks. The 22 MI-MBAs and partner-agent model of 34 rural banks is a direct market response to
formalization regulation since 2010.

6.3.

MI Products

Regarding the products, 162 MI products have been approved in the period 2012-2014 and 26 new MI
products were licensed during 2015-2016. The main MI products used before Yolanda included:
Credit life insurance, as mandatory death insurance which was included within a loan. The product can
be bundled with non-life riders like accident, health and calamity risks.
Life insurance, as part of a bundled package covering the member, family and dependents (to a specified
number) that includes life insurance, accident and a hospital/medical benefit. Some organizations also
included permanent disability and a calamity assistance benefit.
Accident insurance, for personal accident insurance or accident riders attached to life insurance policies
(from above). There were different definitions in relation to accidents occurring in natural disasters.
Some products had no exclusions relating to natural calamities or Acts of God, and considered drowning
only as an accident in a calamity event or excluded all Acts of God or Natural Calamities, other than
lightning.
Calamity coverage, where definitions of the weather events that would be considered as a calamity
varied across companies however, most policy contracts indicated typhoon or flood, or have the catchall phrase “acts of nature”. This ambiguity of definitions, such as in the following cases, created problems
and delays with claims settlement after Yolanda:
-

-

One provider did not have a specific definition for calamity.
Payment in the event of a disaster was dependent, in some cases, on the damage to the property,
whether the residence is totally/irreparably damaged, otherwise the claim would be denied.
Calamity coverages were most often part of a bundled insurance package with a flat benefit
amount of PHP 4,000 - 5,000 and could increase to PHP 10,000 if other conditions were met.
One organization included calamity insurance as part of a mandatory package.
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-

Another provider sold the product to an intermediary, so all his clients were automatically
covered.

Among the 188 MI products approved by the IC in the period 2012-2016, it is useful to mention the most
important ones, according to ref. [11]:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

Bahay Buhay at Kabuhayan (BBK)
Credit Support fund (CresF) Insurance
Disaster Cash Microinsurance
Weather Index-based Insurance
Personal Accident Microinsurance Policy
Intra Bahay, Buhay at Kakampi (Cash Assistance Insurance Policy)
Householder’s Emergency Loan Protection (HELP) Insurance Policy
General Credit Insurance
Barangay Family Protection Policy
Assistance Family Protection Policy

The main providers for coverage of disaster risks are:
Western Guarantee Corporation: Bahay Buhay at Kabuhayan (BBK), Western Guaranty’s basic MI plan,
financially assists victims of prevalent disasters or calamities to recover from its damaging effects their
most indispensable possessions such as personal dwellings, personal belongings including items used for
livelihood.
CLIMBS: Property Disaster Insurance provides coverage and assistance in case of total loss to the insured
properties such as residential buildings, including its household content against perils of fire, earthquake,
typhoon and flood. CLIMBS is providing coverage for disaster risks and is still the main insurance partner
for cooperatives: OCCI (Ormoc City), Perpetual Help Cooperative (Tacloban City), Rural Bank Dulag
(Tacloban City), Philippines Cooperative Central Fund Federation (Cebu City) and National Confederation
of Cooperatives (NATCCO) in Cebu City mentioned their good cooperation with CLIMBS. This continuous
cooperation is the result of the actions CLIMBS considered to carry on after Yolanda: in case of OCCI in
Tacloban, all insured members with CLIMBS for calamity risks received an indemnity of PHP 5,000. The
indemnities were paid using a revolving fund provided by CLIMBS to OCCI (PHP 120Mn have been paid
after one week). The claims were paid using OCCI branch in Ormoc and Tacloban, not the Claims Action
Center (CAC) established in Tacloban. Minimum or no documentation was required. In 2014, the calamity
coverage was provided by a non-life product. Now, calamity coverage is a rider to a risk life policy and
pays an indemnity of PHP 5,000 in case of fire, flood or calamity. 40,000 members of OCCI are insured
with CLIMBS.
CARD Pioneer: Property Assistance provides cash assistance in case of loss or damage to the insured
property caused by perils stated in the policy. As one of the first microinsurance providers in the
Philippines, CARD Pioneer underwrites risks for more than 14 partner organizations in the typhoon
affected regions.
Country Bankers cooperates with Rural Bank Dulag for providing mandatory life insurance for people
applying for loans. If the applicant does not have a collateral, the insurance is mandatory. After Yolanda,
Country Bankers paid PHP 5,000 as assistance (no documentation required) if the house was destroyed.
Provincial Office for Risk Management’s Operational Centre in Cebu has established an insurance
program for the most vulnerable people (farmers and fishermen). The Government pays the premium to
the Philippines Crop Insurance Corporation (PCIC) for small farmers and fishermen, using some
conditional criteria. After the declaration of a disaster, PCIC pays the claims in 2 weeks, helping the
beneficiaries to make an easy recovery after a disaster. This program is part of Agri-Fishery Insurance
Program launched in 2011 for farmers, modified in 2016 to include also fishermen. LGUs pay 10% of
premiums. There are approximately 235,000 beneficiaries and this is the first Agri-insurance program.
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OCCI in Ormoc has another experience with PCIC, in 2014, PCIC was offering free coverage (including
pests and diseases) to all registered farmers with less than seven hectares of land in the declared regions,
whether the farmer was a policyholder or not.
INSULAR LIFE in Cebu sells various life insurance products to middle and upper-class individuals and SMEs
with more than 20 employees. Even if the company does not have any exposure to microinsurance
market, it has some renewable one-year indemnity products covering death and critical illness for low
income people, with an annual premium of PHP 400 or PHP 500.
Cebuana Lhuillier Insurance Solutions, an insurance broker, with Alagang Cebuana Plus Gold (ACP
Gold), an MI product designed for individuals aged 7 to 70 years old. It has a coverage of accidental
death/dismemberment & disability (ADD&D), fire cash assistance (FCA), a rider benefit for unprovoked
murder and assault (UMA) and a micro-life insurance.
MicroEnsure, an MI broker which designs and sells MI products, proposed some products that cover
disaster risks:
• Weather based index products (using satellite data) for agriculture
• Weather based index products (using satellite data) for calamity products – fire, calamity
coverage including micro housing insurance
It is useful to mention that MicroEnsure used satellite images for claims settlement after Yolanda.
Regarding crop insurance, this was a subject mentioned by many participants during visits and interviews,
asking for a solution. Climate change makes it even more difficult to assess the risks and to find an
affordable and sustainable solution. The Philippines Cooperative Central Fund Federation, which is also
asking about such an insurance out of what PCIC is providing, mentioned that CLIMBS tried an index rain
product, which was not sustainable in the long run.

6.4.

MI Coverage

Concerning the MI coverage (lives and properties insured), September 2017 counted a figure of 32Mn,
with a 18.5% increase since 2016 (27Mn).
MBAs are the leaders of the MI market, with 63% coverage, with the life market seeing a robust growth
of 32% in the period 2015-2016. But the non-life market has experienced a decrease of 63% in the period
2015-2016 (after Yolanda).
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6.5.

MI Development
MI represents 46% of
industry coverage and
contributed with 2.3%
of
industry’s
net
written premium in
2014 (1.7% in 2013).
Microinsurance
coverage (lives and
properties
insured)
saw
a
positive
development: 19.9Mn
in 2012, 27.9Mn in
2014 and 27Mn in
2016.
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MBAs has seen an
impressive increase, from 11.8Mn in 2012 to 24.3Mn in 2016, or 90% of MI coverage in 2016. But the nonlife coverage has experienced a continuous decline since 2014, when the coverage was 9.9Mn, to 7.0Mn
in 2015 and only 2.7Mn in 2016, or 10% of coverage.
5

The trend of decreasing
MI non-life coverage
should be a main
concern
for
the
insurance
industry.
Together with IC, the MI
providers should work to
find new solutions to
reduce the insurance
gap.
The
insurance
providers should provide
new products, using
digital solutions, with IC
support.
Making
calamity
coverage
mandatory
for
microloans
for
individuals or MSMEs can
increase the non-life
coverage and awareness of
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(Insurance Commission, Key Statistical Data 2012-2016)
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6.6.

MI Claims Experience

Overall
MBAs
Life
Non-life

2014
78.0%
27.5%
50.2%
156.4%

2015
40.4%
35.3%
55.7%
30.1%

2016
52.2%
80.2%
54.4%
22.0%

It seems that Yolanda had a negative impact on non-life microinsurance providers. In 2014 one company
stopped selling non-life riders related to calamities due to very bad results. As the previous study has
identified, the non-life insurers were exposed to geographical risk concentration, non-clear definitions
of calamity risks covered, and lack of reinsurance.
Question:
Are the claim operations of an MI provider modern enough to cope with these types of events?
Typhoon Yolanda was challenging the effectiveness of every insurer’s and reinsurer’s claim operations.
Overload in volumes will stress claim operations of every provider. Yolanda also showed some regulatory
bottlenecks (for example, deadline of 10 days for claims payment was difficult to fulfill and how to
approach missing persons in case of life polices).
In recent years, some improved solutions for claims processing have been provided worldwide, using
more automation and digital capabilities to expedite claims assessment, reduce payment time to closure,
lower fraud rates, and improve the consumer experience significantly. The use of drones, granular
satellite imagery, social media, and other modern technologies are a few examples of what is now
considered standard practice for some claim departments.
These disasters will likely demonstrate significant value for those insurers that will make investments in
digital tools and products. Insurers that will have not and will be highly exposed to calamity events
(typhoon/flood/earthquake) will find their operations severely challenged, leading to higher claim
payments, longer time to closure, and significant reputation issues as their customers see competitors
do a much better job.

6.7.

MI Perspectives

The IC has a positive view and perspective regarding MI market: there is an increasing MI advocacy, public
awareness, policy dialogue, and legislative measures being initiated by various stakeholders such as
associations of insurers (PIRA, PLIA), intermediaries as Cebuana Lhuillier Insurance Solutions (CLIS) and
offices in the Philippine Congress. The IC, together with the insurance industry, produced an awareness
campaign in January 2018 for MI products. January is designated as the Microinsurance Month in the
Philippines. The IC is coordinating with the insurance industry regarding the education and
microinsurance awareness.
Even though the MI market is not mature yet, it has the advantage to define its new value proposition
and explore new ways of differentiation. For example, property and casualty (P&C) insurers could
consider adapting their strategic posture from simply being a ‘payer of claims’ to being a ‘true partner’,
working with many more clients before, during, and after a loss. This was the case of MBAs and
cooperatives before and after Yolanda and is one of their keys to success. The same partnerships between
cooperatives and MI providers are in force after 5 years since Yolanda.
For many established insurers, this transition could be a true transformational effort across education
support, prevention services, risk mitigation support, assistance, and customer care. This partner
approach can help lower losses by more systematically rewarding mitigation efforts and increasing
lifetime value of the portfolio. This tactic has also proven to significantly improve reputation and trust,
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which typically increases customer retention (the case of MBAs and cooperatives). Advances in
digitization and analytics allow for this partner approach to be deployed on a much larger scale and at a
reasonable cost not only to commercial line but to personal lines as well.
Question:
What kind of tipping point/s would encourage the players (insurers and reinsurers primarily) to
develop and distribute Disaster Risk Insurance (DRI) products and services? Any support from other
stakeholders to include this in their strategic direction?
There is no single answer to this question: All the stakeholders should have their role in this frame insurers, reinsurers, the Insurance Commission, local governments and the state.
A future DRI product particularly for the poor and near poor population, will likely face stiff competition
against the Calamity Fund, Quick Response Fund and General Appropriation Act (GAA) that can also be
used to rehabilitate households. For example, these can be used to fund disaster relief activities that
benefit the household level including Core Shelter Projects (basic housing) by the Department of Social
Welfare and Development; farm inputs (free seeds, fertilizers, etc.) by the Department of Agriculture,
or zero interest loans for SMEs by SB Corporation.

6.8.

Disaster Risk Insurance for Micro Small and Medium Enterprises

DRM 4:
DRF:

Recovery and rehabilitation
Business continuity for MSMEs after a natural disaster

During the “Actuarial Workshop on Microinsurance for Disaster Risk Insurance among MSMEs,” on 25
September 2018 (ref. [11]), GIZ presented the main findings supporting the development of a disaster
risk insurance for MSMEs.
GIZ has had many discussions with the insurance industry regarding a product to cover disaster risks for
MSMEs, but there was no product available for micro enterprises (entrepreneurs’ business) in the market
when Yolanda passed through Philippines. After long discussions with different stakeholders, public and
private, under the GIZ Developing Public-Private Partnerships (GIZ DeveloPPP), MicroBizProtek products
for MSMEs were launched in November 2018. A series of focused group discussions in Luzon, Visayas and
Mindanao were conducted in 2018, emphasizing with MSMEs the impact of natural catastrophes on their
businesses, as well as options to manage risks, including access to insurance (see below).

6.9.

MSMEs Definition and Market

Republic Act 9501, the Magna Carta for Micro, Small and Medium Enterprises defines MSMEs according to
assets:
▪
▪
▪

Micro Enterprises have up to PHP 3,000,000 total asset value
Small Enterprises have between PHP 3,000,001 – PHP 15,000,000 total asset value
Medium Enterprises have between PHP 15,000,001 – PHP 100,000,000 total asset value

Micro Enterprises compose 89.6% of all business establishments in the Philippines, where 46.1% are
engaged in wholesale and retail trade. Most MSMEs are in the National Capital Region, CALABARZON,
Central Visayas and Davao Region.
Micro Enterprises comprise 30.4% of total employment or 2.4 million jobs. Small Enterprises provide
25.6% or around 2 million jobs, and Medium Enterprises account for 7.1% or close to 600,000 jobs.
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MSMEs employ 63.3% of the entire labor force, represent 60% of all exporters and provide total value
addition of 35.7%. The 2017 – 2022 MSME Development Plan focuses on Mindset, Money, Mastery and
Mentoring, Machines and Models, and Markets.

6.10. Risks and Hazards
According to the Philippine SME Resilience Survey Results conducted in 2015, the top six hazards that
affect businesses in the Philippines are typhoons, power blackouts, fires, floods, accidents, and
earthquakes. The actual impacts included employees unable to go to work; inability to deliver products
to market/customers; and damages to facilities and equipment. Most of the damage range between PHP
10,000 – 50,000. The Department of Trade and Industry (DTI) has initiated activities on strengthening
disaster resilience, Green Economic Development, Green Growth, and the promotion of MI Disaster Risk
Insurance for MSMEs.
The highest impact disasters that have affected MSMEs in the Philippines between 1993 – 2018 were
typhoons and floods.

6.11. Product Development Study
The market and product development study commissioned by the GIZ MicroDRI Project indicated that
MSMEs in the Visayas regions reported on average 90 days of disruption among 28 MSMEs, with 12 unable
to recover, from a total survey sample of 121 SME’s from Luzon, Visayas and Mindanao. This was followed
by Mindanao with 57 average days of disruption reported by 2 MSME’s, with 2 unable to recover. Luzon
reported the lowest average period of disruption with 21 days, reported by 9 MSME’s and no data on
businesses unable to recover.
Microentrepreneur’s average losses due to natural catastrophes vary: PHP 32,500 in Luzon;
PHP 641,906 in the Visayas and PHP 269,998 in Mindanao. Financing losses also has peculiarities -- selffinancing is most preferred by small entrepreneurs in Luzon (18%); for the small entrepreneurs in Visayas
areas, formal credit (30%), self-financing (29%), and employee reduction (22%) were most preferred.
Formal credit is preferred by 22% of small entrepreneurs, followed by self-financing chosen by 15% of
micro and small entrepreneurs; and 11% of microentrepreneurs availing of informal credit, all in
Mindanao.

6.12. Insurance Awareness
Generally, 89% of MSMEs respondents may consider
insurance as an option to finance losses from natural
catastrophes. Twelve percent (12%) from the MSMEs
survey sample prefer business and medical insurance in
Luzon. Disaster insurance is the preferred product
among
Visayas
(6%)
and
Mindanao
(7%)
microentrepreneurs. The top three risks that businesses
prioritize in Luzon are fire, work-related and health
issues. Visayas MSMEs consider fire, theft and health
issues as the biggest risks that may affect their
businesses. MSMEs in Mindanao are concerned of theft,
fire and work-related accidents.
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6.13. MicroDRI Product – MicrobizProtek
RFPI Asia, the DTI, in partnership with CLIS as intermediary and AXA Charter Ping An as insurance
provider, worked together for developing risk financing options for MSMEs.
The Developing Public-Private Partnership Project (DeveloPPP) on Microinsurance Disaster Risk Insurance
for MSMEs (MicroDRI) is a project under GIZ Developing Public-Private Partnerships (GIZ DeveloPPP), a
platform where the private sector can contribute in addressing development challenges in Philippines.
The project is implemented in 2018 to 2020. The products were developed by AXA Charter Ping An and
will be distributed by CLIS.
DTI is responsible for linking GIZ, AXA Charter Ping An and CLIS with their micro and small enterprises
clients through DTI Business centres. DTI will promote the MicroDRI products to its Negosyo Centres
nationwide. GIZ will coordinate the activities related to project implementation and will design financial
literacy materials using the MSMEs Market and Product Development study results.
MicrobizProtek will cover:
•
•
•
•
•
•
•

Property insurance
Fire and lightning
Earthquake
Typhoon
Flood
Extended cover: smoke, falling aircraft, vehicle impact and explosion
Riot strike malicious damage

Extensions:
•
•
•

Liability – Comprehensive General Liability, with PHP 10,000 cover limit (ordinary premises
operation only)
Personal accident – for 2 employees
Burglary and robbery – maximum cover limit up to PHP 50,000 only (deductible: 10% o loss
amount, minimum PHP 3,500, whichever is higher)

To these coverages and extensions, AXA Ping An is adding AXA Assistance, an emergency red button,
installed on the entrepreneur’s mobile phone. By clicking the red button, AXA’s emergency contact and
alarm centre will be quickly alerted with complete information, including the location of the user, and
can provide support related to Emergency Ambulance Assistance or Emergency Police, Fire and Barangay
Assistance.
The sum insured is between PHP 100,000 and PHP 500,000 and the annual premium depends on risk
classification (low, moderate and high).
Regarding the premium rates for earthquake, typhoon and flood covers, the IC, under its IC Circular
Letter No. 2016-55, prescribed the minimum premium rates based on the studies conducted by the
Philippines Insurers and Reinsurers Association (PIRA). The rates are a percentage of the sums insured,
particularly: Earthquake (EQ) at 0.10%, and Typhoon and Flood (T/F) at 0.050%. The circular observes
the following conditions:
1. Applies to all types of policies except motor car insurance.
2. The rate of 0.050% applies to flood only, typhoon only or a combination of both.
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3. The rate applies to the Total Sum Insured, the two-tiered rating system under the PIRA Fire
Manual is not applicable.
4. Policies issued under global arrangements are required to comply.
The IC Circular Letter No. 2016-55 determines the basic price for natural catastrophic insurance products.
It is the duty of the underwriting team to assess the assigned premium rate for the insured properties,
using three risk classes: low, moderate and high.
The underwriter may increase the premium rate or add a deductible, depending on the historical
exposure of the insured property. In extreme cases, when historical losses of a specific peril are high,
the underwriter may choose to exclude the respective cover. These are all subject to assessment by the
local assessment team of Charter Ping An, which has 21 members and can operate nationwide.
In the case of Charter Ping An, the standard deductible is 2% of the actual cash value of the affected
asset at the time of the loss, which can be for buildings, stocks, machinery, contents or similar.
The rating for EQ at 0.10% and T/F at 0.050% can be loaded, for example, between 30% - 50% of the basic
premium, based on the history of the property in relation to its exposure to flood, earthquake or
typhoons.

6.14. Other (necessary) MI Products, Innovation and Digitalization
The IC, in its RIA report (ref. [9]) under the section of Institutional Development, mentioned legislative
initiatives regarding index insurance and microinsurance.
GIZ, it its paper on the role of MI in Disaster Risk Financing and Management [8], also mentioned the
index insurance as a mechanism of DRF in case of natural catastrophes. There is already an index-based
MI product licensed by IC (Weather Index-based Insurance), unfortunately there are no data regarding
the penetration of this product into the MI market.
MicroEnsure has developed some index-based products using satellite data, but there is no information
available regarding the distribution of these products.
As long as one side of the insurance market is favourable to innovation, it remains that the other side
(insurance providers) should be convinced that there is a possibility to extend their market share and
profits using new technologies and products.
RuralNet Inc., a young fintech company, is an intermediary between an insurer and a client who has a
database of clients (microcredit institutions, banks, gas stations, pharmacies etc). Through the web
portal installed by RuralNet, the client can manage the process of underwriting and selling to individuals
MI product(s) designed by the MI provider. The web portal provides also an online claims system. Being
a new platform and a new distribution channel, it can have a positive impact on MI penetration. But the
whole chain of production must be tested in case of many claims after a disaster.
INSULAR LIFE has a web portal for its products designed for low income people. PCIC underwriters started
to use smartphones to assess agriculture risks. Innovation cannot be only on product design, but also on
the distribution system
TrueMoney Philippines, one of the leading financial services networks in the Philippines, recently
formed a cooperation with Bankers Assurance Corporation (BAC), one of the leading providers and
advocates of MI programs in Philippines, to launch an MI plan. The plan, dubbed Tunay Mag-alaga
Insurance, aims to provide underserved Filipinos with a responsive insurance coverage against accidents
and their related medical expenses, for a period of 3 months (standard policy). Buyers also have the
option of getting longer coverage of 4 months, 6 months or annual coverage. The insurance is available
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in over 20,000 TrueMoney Centers nationwide. BAC is a member of the Malayan Group of Insurance
Companies, the largest non-life insurance group in the Philippines.
NATCCO is inventive in IT solutions for its members, for the time being related only to bank transactions.
Together with the Philippines Federation of Credit Coops and the Association of Asian Confederation of
Credit Unions (ACCU), it offers co-ops the Kaya Payment System, where co-op members can perform
cashless transactions using a standard and digital savings product: the KAYA saving account. The KAYA
system allows members to load their mobile phones with KAYA, paying the bills and transferring money
to family. Next development should be to integrate insurance payments into this system.
NATCCO’S Pinoy Coop ATMs are mainly located in rural areas where big banks have a low penetration.
According to NATCCO’s experience, using a local ATM for cash is better for the customer because going
to town for a similar operation opens the door for more temptations and expenditures. There are already
30,800 Pinoy Coop ATM Cards issued to co-op members.

7. MESO LEVEL
The Philippines DRFI Strategy: Provide local governments with funds for post disaster recovery and
reconstruction efforts.

7.1.

People’s Survival Fund

DRM 1: Disaster prevention and mitigation
DRF:
Projects that prevent or mitigate the effect of climate change at the level of LGUs
The People’s Survival Fund (ref. [12]) is one of the most famous governmental funds that can be ordered
by Local Government Units (LGUs) or by local or community organizations, that fulfil specific
requirements.
The said Fund is provided by the Philippines Climate
Change Commission and was established3 years ago
with an initial allocation of PHP 1.0Bn, sourced from
the 2015 national budget. The People’s Survival
Fund Board said that the fund might be used for
projects that prevent or mitigate the effects of
climate change and natural disasters. Only LGUs
and Local Government Offices (LGOs) are eligible to
receive resources from the fund.
During the first years, less than a hundred LGUs
have accessed the People’s Survival Fund. There
were more applications, but the applicants who
filed for accessing funds were not approved because
they lacked basic documents required by the fund’s
regulations. Despite these difficulties, some
successful projects financed from this fund were already implemented. For example, the LGUs of Lanuza,
Surigao Del Sur and Del Carmen, Surigao del Norte in Mindanao developed projects with key approaches
including integrating natural resource protection and climate-resilient livelihood.
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7.2.

City Disaster Insurance Pool

DRM 4: Recovery & Rehabilitation
DRF:
Immediate liquidity provided to cities after natural disasters
The DOF is working with the Asian Development Bank in structuring an insurance pool that will provide
cities immediate liquidity after a disaster, earthquake and typhoon (City Disaster Insurance Pool). The
pilot program will cover 10 selected cities located nationwide, but it is open to more than 10 cities. It
will be launched in 2020.

7.3.

Local Government Units and DRM Activities

DRM 1: Disaster prevention and mitigation
Coastal areas, identified in the National Disaster Risk Reduction and Management Plan (NDRRMP) as being
vulnerable to disasters and therefore requiring regulation, experienced the most destruction during
Yolanda. The NDRRMP has the specific goal of avoiding disaster impacts by having land use regulations
that do not permit any settlement in any high-risk zones. In the Philippines, a lot of the marginalized
population live along the coastal areas and are squatters. These areas are prone to flooding, but this is
public land and therefore an affordable option for those with little funds. It is not legal, however, there
is little enforcement to evict people from these areas. Due to the storm surge these are the areas
(especially in Tacloban, Leyte) that experienced the most damage and loss of lives.
After Yolanda, the City Disaster Risk Reduction and Management Council (CDRRMC) in Tacloban
performed a comprehensive study of land and a master plan for the city. It also identified high risk zones.
But the land use regulations, including “No Build Zones”, is difficult to enforce, because people living in
risk areas are old and used to these locations for many years. The CDRRMC identified three zoning areas:
safe, no-building and building zones. The building of a new house is done only with City Hall approval.
But the mentalities are changing and it seems that after Yolanda there is a mind shift in Tacloban,
especially among the youth.
In Ormoc City, The Disaster Operation Center has a Disaster Officer since 2016. The unit has four regular
employees and offers 24/7 emergency services. The whole area of Ormoc has a flooding exposure and
the problem is that there are no safety relocation areas. After Yolanda, there is a slowly changing
process of property rights. The idea of “No Build Zones” is difficult to apply because there are some local
interests on behalf of some barangays.
Marikina City was not affected by Yolanda but it is exposed to flooding from the Marikina River. The
City’s Disaster Risk Reduction Management Office (DRRMO) – Rescue 161 has identified the risk areas
through the planning process. The rules regarding “No Build Zones” have been improved and
implemented.
There is an alarm system at the community level. But the success key is the partnership between the
local government unit and the community. The DRRMO has a water level monitoring system. When the
water level reaches 15m, there is the first alarm; at 16m, the second alarm; and at 18m, forced
evacuation is implemented. The impact of training courses for risk prevention provided to the population
conditioned the people that after the t first alarm people already evacuated on their own.
The evacuation centers were a problem in the past because they did not offer intimate conditions to
evacuated people. Now the evacuation centers are using separation units and tents, without roofs to
allow monitoring.
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DRM 2: Disaster preparedness
The communication of the Yolanda warnings to the public was heard but did not result in mass
evacuations. The message was not clear and after that lesson, the ways of communication have been
improved.
The NDRRMC - Regional Office of Civil Defense in Tacloban is now using social media and has a rapid
communication team. The CDRRMC in Tacloban is using radio communication system with solar energy
and reserve repeaters.
DRM 3: Disaster response
After Yolanda hit Tacloban, a massive cleanup effort was required. Debris blocked roads, the streets
were lined with dead bodies, power lines were down, phones lines and cell phone towers were out, and
whole sections of the city were flattened with no drinking water and little food. The CDRRMC managed
the operations of exhumation of dead people. Due to deficiency of products for basic needs (food,
gasoline), the price of some products increased tremendously. For example, the price of gasoline reached
PHP 300 per 1 liter. For this reason, CDRRMC introduced, for a short period of time, a system of price
monitoring and control. Water and electricity supplies are still in deficiency, 5 years since Yolanda.
In Marikina City, the DRRMO now has 9 ambulances, 3 of which are on standby. The average rescue
response is 3 minutes due to prepositioning in critical points. If the response takes more than 5 minutes,
the incident is reported and analyzed.
DRM 4: Disaster rehabilitation and recovery
As of June 2014, rehabilitation efforts continued in
Tacloban and the initial estimates predicted that the
recovery from Yolanda will take many years. In
November 2018, the housing rehabilitation was done
according to the housing project: 80% are finished
houses, but the quality is poor, especially those
constructed with public funding. People are reluctant
to move in to these rehabilitated houses due to the
lack of basic needs like proper roads, schools etc.
Similar damages like those produced by Yolanda will
continue if there will be no proper houses. The land
lines and mobile communication have been restored,
but the quality of communication is poor.
There are still blackouts.
After Yolanda, there is an increased need for psychological first aid, especially for children.
The state of calamity is still in force in Tacloban, it is not yet cancelled and this status allows the city
to access funds for recovery and rehabilitation.
What is surprising is that after Yolanda, business is booming in Tacloban, a new mall opened its doors
recently and city’s daily population has increased. The same is also happening in Ormoc City, where
there are no more people living in tents and the number of permits for new businesses issued by City Hall
has increased in the last year.
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8. MACRO (SOVEREIGN) LEVEL
The Philippines DRFI Strategy: Improve the financing of post-disaster emergency response,
recovery and reconstruction needs.
Since2017, the Philippines has not only been using its own public funds for recovery and rehabilitation
but found solutions and international support for using other risk transfer mechanisms.

8.1.

Mabuhay Bond

DRM 4:
DRF:

Disaster recovery and rehabilitation
To finance the Energy Development Corporation’s capital expenditure program

The IFC has issued the first internationally rated triple-A peso-denominated green bond - the equivalent
of approximately US$ 90Mn with a 15-year maturity - to support the Philippines' local capital market and
renewable energy.
The bond, called the Mabuhay Bond, is the first green bond — denominated in Philippines pesos — to be
issued by a multilateral development institution.

“ADDRESSING CLIMATE CHANGE IS A
PRIORITY FOR IFC,” SAID IFC VICE-PRESIDENT
AND TREASURER JINGDONG HUA. “IFC’S
MABUHAY BOND SHOWCASES THE
POWERFUL ROLE THAT CAPITAL MARKETS
COULD PLAY IN MOBILIZING SAVINGS FOR
CLIMATE FINANCE. ADDING PESOS AS A
NEW GREEN BOND CURRENCY SUPPORTS
OUR GOAL TO STRENGTHEN THIS
IMPORTANT ASSET CLASS.”

“Addressing climate change is a priority for
IFC,” said IFC Vice-president and Treasurer
Jingdong Hua. “IFC’s Mabuhay bond
showcases the powerful role that capital
markets could play in mobilizing savings for
climate finance. Adding pesos as a new
green bond currency supports our goal to
strengthen this important asset class.”
“For the Philippines, the deepening of
domestic capital market is critical for the
long-term sustainability of the economy,”
said IFC Country Manager for the Philippines
Yuan Xu. “The issuance of the Mabuhay
bond evidences IFC’s commitment to
support the country’s efforts to address
climate change.”

IFC will use the proceeds of the bond to finance the Energy Development Corporation’s (EDC) capital
expenditure program, which is focused on optimizing the generation output of its geothermal power
plants and improving resiliency to climate impacts. EDC is the Philippines’ largest producer of geothermal
energy and one of the world’s largest integrated geothermal energy producers, with its power generation
in 2016 representing approximately 9% of the Philippines’ total power generation capacity. More details
about this bond can be found in ref. [13].
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8.2.

Parametric Insurance for 25 Provinces in Philippines

DRM 4:
DRF:

Disaster and recovery and rehabilitation
Coverage against losses from major typhoons and earthquakes to national
government assets

In August 2017, a parametric insurance program was launched by the Government of the Philippines,
supported by the World Bank, the International Bank for Reconstruction and Development (IBRD)), and
the U.K. Department for International Development.
The program is the first of this kind in the Philippines and builds on 6 years of intensive partnership with
the World Bank, including the preparation of the first catastrophe risk model for the country and the
adoption of a Disaster Risk Financing Strategy by the Department of Finance. This is the first time that
the World Bank has entered into a reinsurance agreement with a governmental agency, and the first time
it is executing a catastrophe risk transaction in local currency.
The program provides the Philippine peso equivalent of US$ 206Mn in coverage against losses from major
typhoons and earthquakes to national government assets, and to 25 participating provinces against losses
from major typhoons. Insurance payouts are made when pre-defined parametric triggers are met.
Under the program, GSIS, the government-owned insurance agency, provides the government and the 25
participating provinces with catastrophe risk insurance. The IBRD acts as an intermediary to transfer
GSIS’s risk to a panel of international reinsurers which were selected through a competitive bidding
process – Nephila, Swiss Re, Munich Re via the subsidiary NewRe, Axa, and Hannover Re. Air Worldwide
provides the underlying risk modeling for the transaction.
The province LGUs will be covered in the event of a major earthquake or typhoon that breaches the
parametric triggers of their insurance contract, and the Philippine government said that the coverage is
fully ceded to the international reinsurance market, reducing the economic risk to its finances.
This new insurance program will support the country in responding to impacts of severe natural disasters.
It acts as the last line of defense, complementing other funding sources such as the national and local
disaster risk reduction management funds and contingent credit that protect against less severe natural
disasters.
More details about this program can be found in ref. [5], [14] and [17].

8.3.

Public Funds for Climate Change and Disaster Risk

DRM 4:
DRF:

Disaster recovery and rehabilitation
Funding for farmers and businessmen after a natural disaster

The Philippine government provides several options for businessmen, farmers and other stakeholders to
get some funding after a natural disaster.
Some of them are covering similar issues or can be applied during the same authorities. Others are only
created for specific issues while other can more be understood as a regional or state budget which is
reserved for climate change prevention or follow-up activities.
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8.3.1. Calamity Fund
DRM 4:
DRF:

Disaster recovery and rehabilitation
To cover aid, relief, and rehabilitation services to communities/areas affected by
man-made and natural calamities

The Calamity Fund, as well as the Quick Response Fund, is provided by the Department of Budget and
Management. The Calamity Fund is a lump sum fund appropriated under the General Appropriations Act
(GAA) to cover aid, relief, and rehabilitation services to communities/areas affected by man-made and
natural calamities, repair and reconstruction of permanent structures, including capital expenditures for
pre-disaster operations, rehabilitation and other related activities (ref. [15]).
A very good example for the use of this fund can be found in Tacloban, where the City Disaster Reduction
Office and the City Government decided to use this budget for insuring replacements costs of public
buildings with GSIS in case of a disaster.
8.3.2. Quick Response Fund
DRM 4:
DRF:

Disaster recovery and rehabilitation
To cover aid, relief, and rehabilitation services to communities/areas affected by
man-made and natural calamities

Many procedures on how to get funding from the Quick Response Fund are similar with the Calamity Fund
(ref. [16]). The main difference is that the Quick Response Fund requires a different application
procedure: The Quick Response Fund does not require the recommendation of the NDRRMC or the
approval of Office of the President to trigger the use and release of funds. When the Quick Response
Fund gets depleted, the agency may request for replenishment with a request to the Department for
Budget and Management, to be approved by the Office of the President.
8.3.3. General Appropriations Act of 2018 (GAA 2018)
DRM 4:
DRF:

Disaster recovery and rehabilitation
To cover aid, relief, and rehabilitation services on national level

The General Appropriations Act (GAA) is one of the most important legislations that Congress annually
passes. It defines the annual expenditure program of the national government and all its
instrumentalities. The expenditure program includes all programs and projects that are supposed to be
funded out of government funds for the year.
Yearly this also includes funding for rehabilitation of infrastructure and other related activities, flood
control, drainage systems maintenance and rehabilitation of public buildings. In comparison to the funds
mentioned before, it is not available on a local but only on national level.
More details about the public funds, Disaster Risk Financing for climate change and disaster risks in
Philippines can be found in ref. [5] and GIZ papers [8] and [17].
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9. EXPERIENCES BEFORE AND AFTER YOLANDA
9.1. Before: Availability Heuristic at Work
When Ormoc citizens received the early warnings regarding Yolanda, they remembered the 1991
disastrous calamity (the most disastrous one suffered previously) and said that Yolanda cannot be worse.
They were prepared for a flood, but not for high winds, and witness accounts indicate that the aftermath
resembled a war zone: roofs were gone, and people were left homeless without food.
In Tacloban, the communication of the typhoon warnings to the public was heard but did not result in
mass evacuations. The residents of the Philippines are used to typhoons. Experiencing an average of 24
typhoons a year has become a way of life for them. Evacuation warnings were given and for one week
prior to the typhoon, the severity of the “storm surge” that would accompany the typhoon was explained.
This was a new phenomenon to occur and unfortunately, the term “storm surge” was new to people.
People were used to rising water, so they could not understand the severity of this situation where water
levels were expected to be higher than ever seen before. As much as it was explained, it could not be
fully understood, and the terminology did not invoke action even though the President was on TV on
every channel the night before warning of the storm surge. In addition, a storm surge was not expected
in the evacuation plans so some evacuation centers were flooded. In fact, in all the discussions that
occurred in Tacloban, only one person said that they went to an evacuation center.

9.2.

After: Remorse and Lessons

“This was a tragedy that didn’t differentiate between young or old, rich or poor. After the storm,
the silence was deafening as people walked in a daze through the streets and all accounts described
how it looked like a bomb had gone off; trucks were overturned, debris blocked the streets and
there were bodies everywhere’’ - Tacloban Survivor
“Yolanda had for us many lessons and strengthens our membership.” - OCCI representative
‘’We don’t want to experience another tragedy and mess as we had after Yolanda: there was water
everywhere and we had only wet money to pay first indemnities.” - NATCCO representative
‘’Before typhoon Ondoy, we believed that we were prepared for such events, but the reality was
different. After Ondoy, we have established an action plan which included revision of protocols
and have introduced the concept of continuous improvement, supported by the mayor.’’ - DRRMO
– Rescue 161, Marikina City
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10. CONCLUSIONS, RECOMMENDATIONS AND CHECKLISTS
The
document
“Disaster
Risk
Management and Disaster Risk Finance in
the ASEAN Region,” Bangkok, 21
November 2018 (ref. [5]), mentioned in
“EFFECTIVE DISASTER RISK
one of its conclusions that “Effective
MANAGEMENT IS HOLISTIC WITH A MIX OF
disaster risk management is holistic with
a mix of complementary tools.”
COMPLEMENTARY TOOLS.
“Holistic” here means that all the levels
DISASTER RISK MANAGEMENT AND DISASTER RISK
(macro, meso and micro) have their
FINANCE IN THE ASEAN REGION,” BANGKOK, 21
contribution
to
disaster
risk
NOVEMBER 2018 (REF. [5]
management, according to their defined
tools. But at the end of the chain is
always a household (person(s) and
assets) who suffered damages and losses. And these households rely mostly on institutions close to their
activities before disaster: social workers, micro-credit institutions, MBAs, cooperatives, MI providers,
insurers, etc. For these households, an important part of the complementary tools of disaster risk
management and financing includes MI providers and insurance companies.
For the insurance industry, a key question raised by the 2013 Typhoon Yolanda was whether the industry
will be able to absorb the shock of similar events in the short term. This question is about the readiness
of the insurance industry for the next decade of large-scale catastrophes. It is about how insurance,
including alternative risk transfer and public insurance, can significantly increase its role and
effectiveness in financial protection.
The following 10 questions and checklist can prove useful to insurance companies and MI providers as
they reflect on post-disaster situations.
Ten Strategic Questions for Executives (of insurance companies, MBAs, cooperatives, etc.):
1. How fast did we have an accurate estimate of our losses?
2. Are we satisfied with our claims process after the most recent catastrophes?
3. How satisfied are our customers about their claims experience with us? Have we measured
it? How has it affected our retention rate? How could we improve further?
4. Are we prepared for reputation risks? Who is responsible and accountable for these risks?
5. Have the catastrophes revealed surprises about our underwriting process and pricing
models? Have our underwriters taken more risk than we are compensated for?
6. What is the disaster’s expected impact on rates? How is that impact influencing our
underwriting strategy for the coming years and our financial targets?
7. How can we move our organization from “payer” to “partner” of our clients? What new
services, capabilities, and organizational changes are required to do it at scale?
8. Can the insurance industry, including InsurTech, significantly innovate to reduce the
insurance gap, whether on typhoon/flood/earthquake risk for homeowners and small
businesses or by developing new products dedicated to poor people?
9. How can the industry act together more effectively to propose a new paradigm for privatepublic risk sharing?
10. How can we engage our governing board (or equivalent) more proactively on these topics?
See ref. [18]
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DRM 2: Disaster preparedness
The previous report [1] identified some difficulties MI providers were exposed to during and after
Yolanda. It is quite normal that after a category 5 typhoon (one may experience such an event once in
100 years), many people and institutions were not able to cope with the dramatic case. But it will be
useful to draw some lessons after this experience and to make the future disaster events more
manageable.
The understanding of these difficulties, their deep analysis and their resolution, will make the recovery
activities lean and better organized. The intention of this section is to mention a part of these difficulties
and to propose a method of monitoring them in case of a natural disaster: a Checklist. The idea is like
the check-list performed by pilots before taking-off and was discussed with some stakeholders during the
interviews. For instance, Perpetual Help Cooperative in Tacloban has a disaster preparedness team and
an action plan in case of disaster, but not so sophisticated as a check-list, as they have explained.
The difficulties which appeared during and after Yolanda can be summarized in 2 main sections: Financial
and Operational.

10.1. Financial Difficulties
10.1.1. Cash Availability
MI providers did not have enough cash for immediate payments and had to rely on intermediaries’ cash
availability. The lesson is that the insurance provider must have some cash available in case of a natural
disaster, considering that banking activities may be interrupted during and after a natural disaster, for
a period of time. Transporting cash into the damaged area creates problems with looters. Cash
availability in case of a disaster must be considered in the MI provider’s investment strategy.
It is useful to mention the experience of CLIMBS and OCCI, when all insured members with CLIMBS for
calamity risks received PHP 5,000 after Yolanda. The indemnities were paid using a revolving fund
provided by CLIMBS to OCCI.
10.1.2. Reinsurance
The second problem was that many insurers who covered calamity risks did not have (adequate)
reinsurance. The difficulty of getting reinsurance and especially CatRe was mentioned during the
interviews with some insurers. Regarding reinsurance for MI products, the IC issued Circular 2015-54 with
rules regarding reinsurance (the Insurance Law requires to reinsure microinsurance products). Also, in
November 2018, IC has tightened the reporting requirements for all insurance and reinsurance companies
in the Philippines on the reinsurance treaties they enter. The scope of this action is to improve
transparency and prudential soundness of the industry. The IC issued Circular Letter 2018-57, which
requires insurance companies and professional reinsurers to report reinsurance information, according
to Section 226 of the Insurance Code. ‘’The particulars of reinsurance treaty shall specify the material
information in the treaty, such as, but not limited, to the limits, retention, cession, period, commission,
premium reserve, interest reserve and special clauses limiting the reinsurer’s liability or increasing
cedent participation in losses,’’ IC said.
But even with these recent developments, reinsurance of MI providers and MI products must be observed
on a continuous basis. What needs to be enhanced as a standard reinsurance practice in response to each
peculiarity of natural catastrophes is a subject for IC, insurance and reinsurance markets, local and
international. One of the main subjects is to find an adequate risk assessment and tariff.
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10.2. Operational Difficulties
The list of operational difficulties is longer and requires more comments. The idea is to identify and
understand these troubles. After Yolanda, the report [1] has identified some of these bottlenecks. One
improvement is to have a Check-list (a list of questions), which identifies some of these operational
difficulties.
Behind this Check-list should be internal protocols/procedures with actions to perform or to consider on
the eve of an event which can have disastrous consequences. Once a typhoon/flood/earthquake is
announced, the action plan is applied, and every person involved in different activities knows what to
do and how to do it.
For instance, for many insurers and MI providers, many operational difficulties after a disaster event can
be reduced or avoided if the risks covered (or excluded) are well defined, the sales force or
intermediaries received adequate and regular trainings and the product was well explained to
policyholders. Ambiguous definitions like ‘’Acts of God’’ or definitions of weather events that would be
considered as a calamity varied across companies, however, most policy wordings mentioned typhoon or
flood, or have the catch-all phrase “acts of nature”. In one case there was no specific definition for
calamity.
Other operational difficulties were linked to communication, data protection and mainly to claims
settlement, taking into consideration the large number of reported claims in a short period of time.
The Check-list is not exhaustive and can be updated or improved, according to each stakeholder’s
experience. But once defined, it will be useful to update it on regular basis, using a process of continuous
improvement.
Here is a proposal for a Check-list of operational difficulties and related comments (questions) designed
for an (MI) insurance provider.

Check
□

□

□

□

□

Operational Difficulties
Comments
Insurance Products with Disaster Coverage
Did you check the definitions of covered risks, for avoiding Do you perform regular
misunderstandings and unreasonable expectations? What
trainings for your agents and
about exclusions?
intermediaries about your
products? Do they send you a
useful feedback?
Do you consider a product for calamity risks based on an
It will make the claims
index, like the typhoon’s category?
settlement easier and make a
quick relief to policyholders.
Do you have a plan for geographical diversification?
Selling products mainly in one
(nationwide own network, cooperation with brokers,
region creates the possibility
banks, cooperatives which have nationwide
of risk accumulation.
representatives).
In case of a disaster, how will you cooperate with other
Mutual support, sharing data,
insurers who are active in the region?
staff etc.
Communication and Data Difficulties
Do you have solutions for communication within the
Landlines do not work, no
damaged area?
electricity, networks disabled.
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Check
□

□

□

□

Operational Difficulties
Paper documents and computer data may be lost.
How do you pay the claims in this case?

Claims settlement
For claims settlement, do you visit the damaged area
immediately or do you wait for stabilization?
Do you use your staff to visit the damaged area?
Advice: prepare a list of your staff with details regarding
residence region. Use also the staff which is close to the
damaged area.
Do you train the staff regarding the safety and health
measures they must consider when they act in the
damaged area?

□

Do you have a Disaster Response Team?

□

Do you explain to policyholders the claims procedure in
case of a disaster when the policy is concluded?

□

Do you use on-site inspections for claims settlement?
New technologies should be considered (satellite images
or using drones).

□

Did you use or expect to use Claims Action Centres?

□

Do you have an adequate number of employees (in the
head office) to process many claims in a short period of
time?
How do you pay the claims if the documents (ID cards,
insurance policies or other similar documents) have been
lost?
How do you pay life claims in case of missing persons?

□

□
□

How you will cooperate with intermediaries and business
partners (agents, brokers, cooperatives, microcredit
institutions etc) in the process of claims settlement?
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Comments
Create back-ups for your
databases or save them on
cloud. Have a reserve of
laptops (tablets) which will be
used in critical situations.
Being immediately in the
damaged area creates access
and security problems.
Even if you have staff in the
region, first they will take care
of their lives and relatives’
one.
Minimum training and support
in order to survive in the
damaged area (food, clean
water, minimum medicines
etc).
Such a trained team for
disaster cases can make the
difference.
Having a procedure for claims
in disaster cases, applying and
explaining this procedure to
clients will have a huge impact
after a disaster, reducing
settlement time, avoiding
misunderstandings and making
a relief to insured persons.
It delays payments but avoids
frauds. Time consuming and
carried out in a risky damaged
area. Health problems for your
staff.
Was this experience useful in
the past?
Prepare (train) in advance
other employees to support
the existing claims’ dpt.
Have a decision on this
subject; follow IC instructions.
Have a decision on this
subject; follow IC instructions.
What are the activities you
agree they will perform for
you? Will be on contractual
basis or mutual understanding
or an ad-hoc understanding?
What documents the

Check

Operational Difficulties

□

How do you pay the claims in case of group contracts? Do
you pay the total indemnity to the policyholder or to each
insured person?
Do you have a procedure for fraud prevention or avoiding
double payment of claims?

□

□

□

Other Initiatives
Do you work with local authorities or other institutions
which have the power to implement safety measures in
risks exposed areas like “No build area”, reconstruction of
only solid houses etc.
Do you consider, with other insurers, other risk transfer
mechanisms like co-insurance or catastrophe bonds?

Comments
intermediaries will use for
payments and what is the
procedure for clearing
between you and business
partners?
Many times, only the
policyholder knows the insured
persons’ details.
After disaster and when an
intermediary was involved,
misunderstandings and frauds
can appear.
Working with these institutions
will improve the safety
measures and will reduce the
damages in case of a disaster.
Will have a positive impact on
disaster risk financing.

A similar check-list can be produced for other stakeholders, for instance the IC, which can have, in case
of a disaster, an action plan based on the degree (category) of the disaster. During the discussions with
IC, this subject was mentioned, and the Commission is thinking to have an action plan (or check-list of
activities to perform) for similar events but does not have the necessary resources to implement it.
Check
□

Operational Difficulties
Do we need to relax the deadline for claims’ payments?
The resolution depends on the disaster’s category.

□

Do we allow non-cash payments?

□

Is it necessary to issue regulations regarding missing
persons?
Depending, again, on disaster’s category.

□

Do you have a list of activities to be carried out in case of
calamity, like establishing a crisis committee, regular
meetings, daily or regular communication with insurance
industry or mass-media?

Comments
The regulation requires for MI
products that the claims is
paid in 10 days after full
documents provided.
In some cases, payments in
goods were accepted.
In case of a missing person, the
waiting period for a life claim
payment is 7 years. After
typhoon Sendong, this period
was reduced to 2 years, but no
change after Yolanda.
It will help a lot to manage a
crisis during a natural
catastrophe event.

Like with insurance providers, this Check-list is not exhaustive and can be improved based on the IC’s
own experience. But once defined, a continuous improvement is strongly recommended.
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10.3. Hint for Executives
A final question for Executives: Based on previous Ten Strategic Questions for Executives, Check-list
approach and considered action plans, what will not work in the designed frame?
The answer is provided again by Daniel Kahneman in ref. [3]. Can overconfident optimism be overcome
by training? The main obstacle is that subjective confidence is determined by the coherence of the story
one has constructed, not by the quality and amount of information that supports it.
Organizations may be better able to tame optimism and individuals than individuals are. The best idea
for doing so is named premortem. The procedure is simple: when the organization has almost come to
an important decision but has not formally committed itself, a group of individuals who are
knowledgeable about the decision gather for a brief session. The premise of the session is a short speech
(of the Executive): “Imagine that we are a year into the future. We implemented the plan as it now
exists. The outcome was a disaster. Please take 5 to 10 minutes to write a brief history of that disaster.”
The premortem analysis has two main advantages: it overcomes the groupthink that affects many teams
once a decision appears to have been made, and it unleashes the imagination of knowledgeable
individuals in a much-needed direction.
Following the Ten Strategic Questions for Executives, the Check-list approach and the premortem
analysis, an organization is closer to an unassailable position as Sun Tzu said 2500 years ago.
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