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RFPI Asia II
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(German: Deutsche Gesellschaft für Internationale Zusammenarbeit)
International Association of Insurance Supervisors
Insurance Commission of the Philippines
Insurance Core Principle
Insurance Supervisory Authority of Vietnam
Mutual Benefit Association
Microfinance Institution
Mutual Exchange Forum on Inclusive Insurance
Microinsurance MBA Association of the Philippines
Memorandum of Understanding
Non-Governmental Organization
Financial Services Authority of Indonesia (Indonesian: Otoritas Jasa Keuangan)
Regulatory Framework Promotion of Pro-Poor Insurance Markets in Asia II
Securities and Exchange Commission of Pakistan (SECP)
United States Dollar

4

MEFIN Network Public Private Dialogue, 12 July 2016

Introduction
Twenty four senior staff of insurance regulators, two finance ministry officials and 22 representatives of
insurance associations and companies from six Asian countries met in Manila on 11-14 July 2016 to discuss
proportionality in prudential regulation, licensing, distribution and supervision and the implications on
microinsurance development. Delegates from Indonesia, Nepal, Mongolia, Pakistan, Vietnam and the
Philippines shared their respective experiences through the Public-Private Dialogue (PPD) event which
happened on 12 July. The PPD is one of the strategies that the MEFIN Network (Mutual Exchange Forum
on Inclusive Insurance) is taking in order to promote and develop inclusive insurance in the Asian region.
The MEFIN is a collegial body of policy makers and regulators established in 2013 in Cebu and expanded
to form a network in 2016 with the participation of industry representatives to strive for a genuine
regional implementation of inclusive insurance reforms. The Network comprises four Technical Working
Groups (TWGs) on the areas of Regulation and Supervision, Business Models, Capacity Building and
Knowledge Management.
Through the PPD, MEFIN contributes to the commitment of the APEC Cebu Action Plan (Pillar 3: Enhancing
Financial Resiliency) of providing a roadmap “for expanding the coverage of microinsurance and disaster
risk finance in member economies.” This report summarized all presentations and discussions of the PPD
that focused on prudential regulation, licensing, distribution and supervision.
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Keynote speech
Insurance Commissioner and MEFIN Chairman, Emmanuel F. Dooc
The Philippines is in the midst of transition from the
previous leadership to the new leadership headed by
President Rodrigo Duterte. On 30 June 2016, our
President, has given his inaugural speech reiterating
the words of Franklin Delano Roosevelt, “The test of
government is not whether we add more to the
abundance of those who have much; it is whether we
provide for those who have little.” That is the essence
of financial inclusion. And as insurance regulators
and members of the Mutual Exchange Forum on
Inclusive Insurance network, we make uplifting the
lives of the poor not only our business, but the
meaning and purpose of our existence.
The MEFIN brings together insurance regulators and the private insurance providers from six jurisdictions:
the Philippines, Indonesia, Vietnam, Mongolia, Pakistan and Nepal. As the first Chairman of the network,
it is a great challenge for me to lead distinctive paths to the goal of inclusive insurance – but I also
recognize that this is an opportunity to deepen our commitment to live our core meaning and purpose.
We believe that sharing of knowledge accumulated over the years of operationalizing Microinsurance will
serve as the first step to effective strategic implementation and development in the different jurisdictions
involved. Profound insights and lessons learnt will be shared today on specific, critical operational areas
such as Prudential Regulation, Licensing, Distribution and Supervision. To consistently and continually
inject innovation and advancement, four Technical Working Groups were formed: Regulation and
Supervision; Business Models, Capacity Building and Knowledge Management. They were organized and
they are expected to act toward set and to agree on milestones. These groups are expected to amass
knowledge, build capacities, generate ideas and pursue innovative methodologies to ensure the values of
Microinsurance are firmly planted in the grounds of the Asian region.
The achievement of these milestones won’t be possible without the cooperation of our partners from the
private sectors. Thus, we have designed the network to adopt a cooperative approach - public-private
sector collaboration, genuine industry dialogues, public consultations and of course, multi-stakeholders
approaches on microinsurance advocacy. The significant part of the Philippines’ successful journey has
shown that the government and the private sectors walking hand in hand is the way to go.
The Philippines’ Insurance Commission is continually enhancing its regulatory regimes and is providing
proportionate regulations to increase private sector participation in the inclusive insurance market.
Although considered as a frontrunner in Microinsurance, we have not ceased to pursue new and innovate
ways to trigger expansion and development. After issuing the Enhanced Framework on Microinsurance,
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the Micro Pre-need Framework, the Micro Agriculture Framework in 2015 and the Micro Health
Framework in April 2016, we are heading Technical Working Groups on Formalization, Distribution
Channels and Customer Protection, Performance Standards and Risk Based Capitalization for
Microinsurance Providers and we are trailblazing cooperation between the private providers, government
agencies and development partners for the operation of Technology Based Agriculture Insurance. We are
partnering with Local Government Units and the Academe for our Microinsurance Literacy Programs. And
we have tapped Political Parties and NGOs for possible conversion to make them Microinsurance
providers. We have also established a division dedicated to pursue Microinsurance initiatives, and per our
development partners, it is the first in the world. The setting up of a microinsurance division is the first of
its kid in this world. As the regulators and as members of the MEFIN, there is no time to neither rest on
our laurels nor resist change.
In an anecdote in the 2010 book “Switch: How to Change Things When Change is Hard”, the author used
the metaphor of the Rider and the six-ton Elephant. The Rider represents our intellect, and the Elephant
represents our emotions. The Rider although filled with knowledge, ends up with paralysis over analysis,
the six-ton elephant, on the other hand, although with extreme strength, always desire complacency.
To influence change, we’ve got to appeal to both the Rider and the Elephant, and as regulators, we should
do the following: First, provide crystal-clear guidance for the direction and that involves strong leadership.
Second, and it’s been applicable in the Philippine setting especially on areas of Prudential Regulation and
Distribution, is to ask ourselves, ‘What’s working, and how can we do more of it?’ rather than, ‘What’s
broken, and how do we fix it?’” In both ways, be assured that the MEFIN network is beside you in our
journey toward inclusive insurance. It is ready to assist you to recognize the good and how we can
capitalize on them to strengthen our meaning and purpose.
As the first Chairman of the MEFIN Network, I commence this program with the high hopes that ultimately
we uplift and empower more lives through Microinsurance. It is our common dream that when we close
this event on Wednesday, we shall open great opportunities to those who have les in life to enjoy the
blessings of financial inclusion through Microinsurance.
Thank you.

7

MEFIN Network Public Private Dialogue, 12 July 2016

Inspirational Message
Undersecretary Gil Beltran, Department of Finance, DoF
In his inspirational message, Undersecretary Gil
Beltran highlighted financial inclusion as one of
the top priorities of the national agenda.
Although there is fast economic growth, the
country and its decision makers need to make
sure that all people benefit, particularly the
informal sector. Although the Philippines ranks
high on financial inclusion, the rich are still more
ahead in accessing financial services.
The geographical structure of the Philippines
with its 200 inhabited islands and a high
frequency and intensity of natural catastrophes
represents a challenge for financial inclusion. In
order to ensure the availability of protection, microinsurance plays an important role. It provides financial
security in a country as disaster risk prone as the Philippines.
The Philippine government observes a strong collaboration among the different actors to ensure financial
inclusion to all Filipinos and recognizes the leadership of the microinsurance division which provides
insurance for 1/3 of the population. Undersecretary Gil Beltran expressed his thanks for GIZ for being a
partner in addressing the risk.

Introduction to MEFIN network
Dr. Antonis Malagardis
Dr. Antonis Malagardis, Program Director of GIZ RFPI (Regulatory Framework Promotion of Pro-Poor
Insurance Markets in Asia) introduced the MEFIN network to the audience. The MEFIN is a collegial body
of policymakers and regulators established in 2013 and expanded to form a network in 2016 with the
participation of industry representatives. Since the Network brings both parties – the insurance
companies and the regulators - together, it is worldwide unique.
The objectives of the MEFIN network are the following:
1. Platform of peer-to-peer learning among policy makers, insurance regulators and
insurance industry
2. Development and Implementation of programs and activities to advance inclusive
insurance
3. Become sustainable and independent from project funding
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Dr. Antonis Malagardis invited the participants to be innovative and to have passion for what they are
doing. He expressed his hope that the Public-Private Dialogue would contribute to a fruitful sharing of
experiences between the participants from different countries and backgrounds.

The Concept of Proportionality and Business Models
Dr. Antonis Malagardis
Dr. Antonis Malagardis set the stage for the
succeeding discussions by introducing the
concept of proportionality and business models.
He started by asking the participants about their
knowledge regarding this topic. According to the
plenary, the regulators should promote business
models through a particular regulation. The
proportionate response depends on the risk of
the Business Model.
In the following presentation, Dr. Antonis Malagardis first introduced the essence of a business model:
“A business model defines the manner by which the business enterprise delivers value to customers, entices
customers to pay for value, and converts those payments to profit. It thus reflects management’s
hypothesis about what customers want, how they want it, and how an enterprise can organize to best
meet those needs, get paid for doing so, and make a profit.” (Teece, 2010)
The three main elements of a business model are: The product or service which the insurer underwrites
and which mitigates a risk experienced by the insured; the manner in which the policy is sold to the
policyholder, including how information about the policy is communicated to the policyholder; and the
way in which the customer agrees to pay the premium and how it is collected. Different business models
such as One-to-One sales, proxy sales, compulsory insurance and group decision were outlined and
illustrated by microinsurance examples.
These business models have different kinds of risk drivers which the regulator needs to determine in order
to find the appropriate (or proportional) regulatory response.

Proportionality means to adjust certain actions based on the ICPs in accordance
with the nature, scale and complexity of risks and to ensure that costs are not
prohibitive in practice.
The risk drivers to be considered are Prudential Risk, Aggregator Risk, Sales Risk, Policy Awareness Risk,
Payment Risk and Post Sales Risk (see figure). The proportionate responses to all risks are displayed in the
annex.
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Keynote address: Application of Proportionality in Regulation
(Commissioner Emmanuel F. Dooc)
Insurance Commissioner Emmanuel F. Dooc, chairman of the MEFIN network, presented the concept of
proportionality in the Philippine jurisdiction. He highlighted that

The role of regulators has involved into a servant leadership, to ensure that
regulations are proportionate and balanced, considering both the well-being of
the customer as well as the commercial viability of the business.
The economic growth of the Philippines within the past years
has been exciting with a low fiscal deficit, a low level of public
debt and an excellent performance with respect equity
markets. However, the wealth is not translated to reducing
poverty. One of the most significant social safety nets is the
insurance industry has with microinsurance. In the
Philippines, microinsurance is clearly and well defined. Since
the target group consists of poor people, most insurance
providers are hesitant to enter into the market. They do not
initially realize that there is a massive potential in targeting
the poor.
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Therefore the success factors when targeting the poor are as follows:
Creating
Buying Power

Shaping
Aspirations

Improving
Access

Tailoring
local
solutions

Microinsurance in the Philippines has been, based on regulations, in existence for ten years, and has gone
through three regimes: The 1st regime was probed by the issuance of IMC 9-2006 – which was due to the
prevalence of informal insurance practices by Non-Government Organizations and Cooperatives that
escalated and augmented the risk to consumer protection, risk to financial stability, as well as the
reputation risk to the microfinance industry. The regulation paved way to the creation of Mutual Benefit
Associations. However, before 2010, commercial companies were still skeptical to participate and there
was no clear government policy that encouraged other players to participate in the market.
The 2nd regime of policy reform consisted of four pillars:
- Pillar 1: Regulatory Framework for Microinsurance
- Pillar 2: National Strategy for Microinsurance
- Pillar 3: Roadmap to Financial Literacy on Microinsurance
- Pillar 4: Alternative Dispute Resolution for Microinsurance
Due to the clear-cut policies, it encouraged the participation of Commercial Companies, increasing the
involvement from a very small number to 42 companies in 2014. The covered lives jumped by 1000%,
from 3.1 Million in 2010 to 31 Million in 2014. During the second regime, Typhoon Haiyan hit on land in
2013 and highlighted the importance of disaster resiliency mechanism and microinsurance which
encouraged further maturity of the industry. It was realized that more clarification on the roles and
responsibilities of intermediaries and distribution channels are necessary and that reinsurance options
have to be explored for microinsurance risks. These areas were considered in the creation of IMC 201554 Enhanced Regulation for the Provision of Microinsurance Products and Services representing the 3rd
regime. In order to ensure that all parties get involved in the regulations, the Insurance Commission
conducts Technical Working Group meetings and Industry Consultations. In almost all cases, members of
the various working groups serve as advocate for reforms in their own organization.
Top 5 market factors that influence the decision to enter inclusive insurance:
1. Availability of distribution channels
2. Availability of clients / market information (small companies have limited capacity to conduct research,
so the bigger players have clear advantage)
3. Internal technical expertise / capacity
4. Profit potential
In microinsurance the profit potential is very slim. Therefore large numbers are required. This can be
solved by dealing with cooperative or MBAs with a large number of members in order to achieve a
critical mass (according to the Philippine requirements > 5,000 members.
5. Availability of market educational programme

11

MEFIN Network Public Private Dialogue, 12 July 2016

Session 1: Prudential Regulation
Keynote Presentation
The keynote presenter for the first session on Prudential Regulation was Prof. Dr. Fatta Bahadur K.C.,
Chairman of Beema Samiti, Insurance Board of Nepal. To start with, Prof. Fatta quoted the Issues in
Regulation and Supervision of Microinsurance by the International Association of Insurance Supervisors
(IAIS, 2007): “Prudential regulation (in contradiction to product regulation) has the primary objective of
policyholder protection. It focuses on institutions, with the aim of protecting their solvency or viability by
setting capital adequacy requirements, and systems for managing various risks and setting limits on risk
accumulation for managing exposures of an insurer’s balance sheet.” He further showed examples how
the Insurance Core Principles were applied in the Philippines. The remaining challenges connected to the
issue of prudential regulation are:
• Insufficient data on the extent of informal insurance activities.
• Flexibility of the current insurance law to create proportionate regulations such as on capital
adequacy imposition of restrictions/ limitations on activities for MI providers.
• Extent of independence or power of regulator to issue proportionate prudential
regulations.
• Supervisory oversight and coordination among regulators.

Panel Discussion
The Discussion was moderated by Ms. Shayne Rose Bulos, Acting Head of the Microinsurance Division of
the Philippines. The panelists comprised Mr. Mochamad Muchlasin, Director, Non-Bank Sharia Financial
Institutions, OJK (Indonesia), the keynote presenter Prof. Dr. Fatta Bahadur K.C, Mr. Vivek Jha, CEO, Nepal
Life Insurance Company (both Nepal), Mr. Tran Duc Trung, Deputy Head of Market Development Division
of the Insurance Supervisor Authority (ISA), Ms. Trinh Bich Ngoc, Head of operation of Manulife (both
Vietnam) and Mr. Milo Casals, Microinsurance MBA Association of the Philippines (MiMAP).
To start with, Ms. Shayne Rose Bulos asked the regulators whether there are informal insurance practices
that exist in their countries and if there are, how those are tackled to be formalized.
Prof. Bahadur Fatta replied that there are many informal service providers in Nepal and that he feels that
it is time to formalize their activities. In his opinion, MFIs who provide informal insurance, could serve as
agents for formal insurers. Mr. Mochamad Muchlasin explained that self-help or informal schemes also
exist in Indonesia. The OJK is trying to work together with the industry to educate the people and to try
to understand their features and needs in order to find products and distribution channels. Right now the
OJK is in the research phase identifying the needs together with the industry.
According to Mr. Tran Duc Trung, the ISA Vietnam allows every insurance company to develop and to sell
microinsurance products. But up to now, only ManuLife has approached the business. Vietnam has
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women unions, who act as agents for Manulife. However, they are not allowed to sell microinsurance
themselves. ISA is considering to follow the Philippines in having a regulation for microinsurance.
Mr. Milo Casals provided an overview of the history of the formalization of informal schemes in the
Philippines. The case of CARD MBA, that started as an in house mutual fund with 30,000 members showed
that there was a demand. The insurance commission then paved the way for MBAs and CARD’s approach.
The commission trusted the business model and the leaders and the leaders knew that formalization was
important.

Being asked about their insurance portfolio, Mr. Yoga Prasetyo from Allianz Indonesia shared that the
company had been doing microinsurance before it became famous, since 2006 when it started with credit
life. Now Allianz Indonesia serves 4.5 million insured customers. The current challenge is how to escape
from the credit life trap, because credit lifes gives very little awareness to the customer. Ms. Trin Bich
Ngoc explained that the Canadian company ManuLife (Vietnam) is the first life insurance company in
Vietnam to provide microinsurance. Up to now the company has sold 150,000 policies, but still hasn’t
reached break even since acquisition costs are higher than the risk. ManulLife wants to review how to
move forward, especially by focusing on distribution channels and administration costs.
Mr. Vivek Jha from Nepal Life said that there is a lack of products for the low income target group. That
is why they are now developing appropriate new products and hope to receive support from their
Reinsurer Hannover Re. He further highlighted that MFIs, that are offering microinsurance, often miss the
point of reinsurance. Events such as the big earthquake in 2015 expose them heavily and they cannot pay
all pending claims. This is how MFIs can be convinced to formalize their activities and to transfer the risk
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to a channel that can carry it. Specific regulatory guidelines are necessary that motivate easy products
and that ease internet sales
Prof. Bahadur Fatta further highlighted that the main concern of regulators is to protect the policy holders
and at the same time to care about the companies. But the companies should try to convince the
regulator, the gap between the two parties needs to be bridged.
When Ms. Ngoc asked how the Philippines had conducted a market education program, Commissioner
Dooc replied that it was very critical to get the support of the people by convincing them of the benefits
of insurance. Therefore the IC had formulated two major programs: First a financial literacy program with
focus on insurance and second a program microinsurance advocacy. The programs were supported by GIZ
and by the industry. The IC identified places to conduct the awareness program and selected 18 pilot areas
that covered the entire Philippines. Every program covered 5 days and always ended with a media
conference in which the commissioner participated.

Session 2: Licensing
Keynote presentation
The Keynote presenter of the second session on Licensing was Atty. Jose Mari Tolentino, Head of the
Licensing Division of the Insurance Commission of the Philippines. His presentation mainly focuses on ICP
No.4: “An entity which intends to engage in insurance must be licensed”. He clarified that in
microinsurance there might be a need to recognize new legal forms which do not exist in traditional
insurance and illustrated this by examples from circular letters issued by the Insurance Commission.
The challenges he identified were
• Flexibility of the current insurance law to create proportionate regulations such
as on capital adequacy, imposition of restrictions/ limitations on activities for
microinsurance providers.
• Extent of independence or power of regulator to issue proportionate prudential
regulations.
• Supervisory oversight and coordination among regulators.

Panel Discussion
The following panel discussion was moderated by Mr. Jimmy Loro, Senior Advisor of GIZ RFPI Asia, with
the panelists Mr. Syed Nayyar Hussain Zaidi, Director Insurance, SECP (Pakistan), Mr. Jakub Nugraha, PT
Asuransi Central Asia (Indonesia), as well as the keynote presenter Atty. Jose Mari Tolentino, Head
Licensing Division of the IC and Mr. Geric Laude, President of CARD Pioneer (both Philippines) as well as
Ms. Nguyen Huyen Trang from the Agricultural Insurance Division of BaoViet (Vietnam).
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To start with, Mr. Loro asked the panelists whether they have proportionate regulations in their
jurisdictions and how these create impact for the industry. Mr. Syed Nayyar Hussain Zaidi remarked that
SECP, the insurance regulator of Pakistan, has recognized the concept of proportionality. It plans to allow
lower capital requirements, but major changes in the law are necessary. In addition, the SECP is
considering to allow a bundled product including life and non-life which is now in the process of approval.
The next question related to the portfolio of the companies and their perceived challenges. Ms. Nguyen
Huyen Trang from the Vietnamese non-life company BaoViet explained that the company is at the very
first step of the microinsurance development, but that there is still need for an official framework. The
company finds it difficult to decide which business model is appropriate and is worried whether to have
the financial capacity to cover the risk.
Mr. Geric Laude introduced CARD Pioneer as a joint venture of CARD and Pioneer Life that covered more
than 5 million lives in the previous year and is expecting to double this number in 2016 while they started
with only 20,000 lives in 2009. According to his opinion, three preconditions are needed for successfully
entering the microinsurance market. First, the market should be ready, second, there should be enough
private insurers willing to get involved and third, regulatory support is most important The regulator must
be willing to listen to the company. CARD Pioneer is now actually earning money with microinsurance.
The combined ratio is 89-90%, the claims ratio is 51-52%. When talking about costs, Mr. Geric Laude
shared an important lesson he learnt with CARD Pioneer:

“Microinsurance products should not be as cheap as possible because this might
lead to a product which has no value for the client. The product should be
affordable, not cheap.”
Being asked about the issue on data collection and management, Atty. Jose Mari Tolentino emphasized
the help of supporting entities. Mr. Geric Laude added that technologies do only reach certain areas while
others have for example no mobile coverage which represents a challenge. The regulator has to take this
into account.
At the end of the discussions, Mr. Jimmy Loro asked the speakers to name the three main challenges in
licensing of microinsurance and the crucial ways forward. Mr. Syed Nayyar Hussain Zaidi named first to
increase the trust of traditional enterprises to enter into the market; second to determine the appropriate
level of capital requirements and third to prescribe certain (simple) template products. Mr. Geric Laude
listed that AMLA (Anti-Money Laundering Act) has a very long list of requirements and asks whether it is
possible to revisit the requirements. Second, microinsurance in its essence has to respond to the
customer, to be customer centered. The customers do not care about the distinction of life business and
non-life business. Therefore, bundled products might make more sense. Third, it is not necessary to have
typical agents, since the pawnshops are very successful. Ms. Nguyen Huyen Trang said that the greatest
challenge in Vietnam is that there is still no regulation on microinsurance, but that all products are we
considered as traditional insurance. Clearer guidelines for microinsurance are necessary.
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Session 3: Distribution
Keynote presentation
In his keynote presentation, Mr. Jonathan Batangan, General Manager of Cebuana Lhuillier Insurance
Solutions (CLIS) introduced the example of his company which was recorded in the Guinness Book of world
records as the largest chain of Pawnshops worldwide in 2000.
Today, Cebuana Lhuillier has 1800 services nationwide and is the first ISO certified insurance intermediary
in the Philippines. In order to be covered, the customer can fill out a very simple form within two minutes
and pays only 40 Pesos (less than USD 1) for a coverage of four months. Cebuana Lhuillier’s success factors
therefore are simplicity, affordable, accessibility and a fast settling of claims within 24 hours. The
microinsurance products are sold over the counter in all 1800 pawn shops and consumers can contact the
company on phone numbers and even via Facebook.
The major challenges for distribution are:
• Flexibility of the current insurance law to create proportionate regulations such
as on capital adequacy, intermediation, and imposition of restrictions/ limitations
on activities for MI providers.
• Extent of independence or power of regulator to issue proportionate prudential
regulations.
• Supervisory oversight and coordination among regulators.

Panel Discussion
The panel discussion on licensing was moderated by Mr. Dante Portula, senior advisor of GIZ RFPI Asia
and attended by Atty. Juan Paolo Roxas, Atty II Public Assistance and Mediation Division, Insurance
Commission and Mr. Jonathan Batangan, General Manager, CLIS (both Philippines), Mr. Shreeman Karki,
Director, Beema Samiti and Mr. Dip Prakash Panday, CEO, Shikhar Insurance Company (both Nepal), Mr.
Batbold Erdenebileg, Deputy Chairman, Financial Regulatory Commission (FRC) and Mr. Bat-Ulzii Taivan,
Director, Mongol Daatgal National Insurance Co. (both Mongolia).
The first question was how the regulator encourages innovative distribution channels. Mr. Shreeman
Karki from Nepal explained that there is no specialized microinsurance distribution channel in his country
yet. However, the regulation also allows MFIs or INGOs as potential agents. Mr. Batbold Erdenebileg
shared that the FRC allows direct sales (accounting for 35% of the insurance premium), non-banking
insurance brokers (11%), banking insurance brokers (10%), insurance agents (44%) to sell insurance
products. In addition, According to the 240th Decree of FRC approved in 2014, the Saving and Credit
Cooperatives (SCCs) are allowed to sell the insurance contracts only for their members. While there are
253 regulated SCCs approved by FRC, there are no SCCs which are granted license to work as an insurance
agent yet.
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The Philippines allows various entities to engage and cooperate, such as pawn shops, MBAs or the
Cooperative Insurance System of the Philippines (CISP) that mainly serves their members. One of the
enhancements made in the circular letter 2015 under paragraph 27 is on the aspect of distribution: The

IC does not license the distribution channels. The insurer or broker has to supervise all
distribution channels under his responsibility. Atty. Juan Paolo Roxas’ advice to the peer regulators is to
explore the endless possibilities for regulating distribution: there is mobile, internet, banks, stores. The
regulator has to be aware of the market development and trends.
When asked how the Philippines manage to supervise so many distribution channels and whether there
are conflicts when it comes to claim settlement. Atty. Juan Paolo Roxas replied that the enhanced
framework is a continuing framework and subject to evolution. Supervision is directed to the general
agency and the broker. In case any problem occurs in the distribution, the license can be suspended or a

there is early
communication between various stakeholders while formulating the regulations.
The implementation is smooth.
payment of fines can be required. Mr. Dante Portula added that in the Philippines

Being asked about the potential of the existing distribution network, Mr. Dip Pandey from Shikhar
Insurance (Nepal) responded that there was not sufficient knowledge, experience and support in terms
of microfinance in the past three years since agricultural insurance became mandatory to offer. Now after
three years of experience, the companies gain confidence. Shikhar Insurance currently has about 1% of
its premium as microinsurance. However, according to the new regulations of Beema Samiti, a share of
5% is required. The existing distribution channels such as agents and branches might not be sufficient. In
addition, the company considers using informal insurance providers such as MFIs or bancassurance which
still has to be allowed by the regulator, as well as digital innovations.
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In contrast to Nepal, the Mongolian market is very small and very sensitive to economic situations. Mongol
Daatgal has no experience in inclusive insurance. The company is currently developing a product and has
started developing the business plan according to the MoU signed with GIZ RFPI. Mongol Daatgal mainly
distributes with agents, brokers and bancassurance, but for inclusive insurance, dedicated agents might
make more sense due to the specifics of the country. Therefore, Mr. Bat-Ulzii Taivan advised the regulator
to set up regulations on dedicated agents.
Mr. Jonathan Batangan shared his experience with Cebuana Lhuillier which revealed that there is no
shortcut recipe to succeed in microinsurance. According to him, microinsurance has to be

approached in a non-conventional way. Based on the distributor’s experience, a lot has to be
done on trust building activities, for example by having a quicker claims processing. A few hours after an
event, CLIS is often already there; they are settling claims proactively. When trust is built, sells

will follow.
In order to achieve a high penetration rate, CLIS tried to make the product more relevant for the
requirements of the customers. After gaining some years of experience, they leveled up the insurance by
adding additional risks which increased the sales. As such, CLIS does everything apart from underwriting:
they develop the product and distribute it. Atty. Juan Paolo Roxas added that this is possible because the
IC allows the brokers to design their own products, and have them licensed before finding a provider who
takes the risk. One of the parameters for the approval of a product is that the product has a seal. If the
respective seal does not appeal in the product, it is illegal. The premium must not exceed 7.5% of the daily
minimum salary of a non-agricultural worker in Manila.
To end the session, Mr. Dante Portula asked the participants
Challenges with respect to distribution
about their two main challenges on the aspect of
mentioned during the discussion:
distribution and what could be the way forward. Mr. Bat- reaching remote areas, especially
Ulzii Taivan named the low density and smallness of
when sparsely populated
- financial literacy and insurance
population in Mongolia as well as the very new, unknown
awareness
market. Mr. Batbold Erdenebileg shared that the biggest
- gaining the trust of the client
obstacles for the Mongolian regulator are inspection – the
- approaching an unknown market
agents are mainly in the banking sector – and the low
(from the perspective of the
financial literacy in rural areas. Mr. Dip Pandey considered
insurer)
building confidence, formalizing informal insurance and
passion from the side of the insurer as the greatest challenges. Atty. Juan Paolo Roxas considers the
provision of reasonable guidelines as well as financial literacy as crucial. Mr. Jonathan Batangan finally
added the role of the regulator and the creation of trust.
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Session 4: Supervision
Keynote Presentation
The keynote speaker for the last session on Supervision was Mr. Jakub Nugraha from the insurance
industry of Indonesia, PT Asuransi Central Asia. He explained that Indonesia consists of 17,000 different
islands and therefore has to cope with similar geographical difficulties as the Philippines. To give an
example for microinsurance activities in Indonesia, Mr. Jakub Nugraha introduced a bundled product with
a microinsurance and an investment component which is sold in 3,782 branch outlets. The product is
based on a scratch card to keep it simple.
The challenges he identified were:
• flexibility of current insurance law to create proportional regulations
• extent of independence of power of regulator to issue proportionate prudential
regulations
• supervisory oversight and coordination among regulators

Panel Discussion
The last panel of the day was moderated by Dr. Antonis Malagardis, programme manager of GIZ RFPI Asia
II and head of the MEFIN secretariat. The participants were Mr. Mochamed Muchlasin, Director of OJK as
well as the keynote presenter Mr. Jakub Nugraha (both Indonesia), Mr. Tariq Bakhtawar, Director of the
SECP (Pakistan) as well as Ms. Battsetseg Nasanbat, Sr. Policy Officer, Insurance Products Dev. Division
and Mr. Enkhbold Munkhbat, CEO of Ulaanbaatar City Insurance (both Mongolia).
To set the stage, Dr. Antonis Malagardis asked the participants about the particularities of Onsite and
Offsite Inspection for microinsurance compared to conventional insurance. Mr. Mochamed Muchlasin
replied that for regulators, microinsurance represents a challenge: More flexibility and simple regulations
are required, but at the same time, the low-income customer has to be protected. For the time being,
Indonesia does not differentiate between microinsurance and conventional insurance and the same
methodologies are used for monitoring. In the future, a different methodology should be introduced
focusing on the distribution channels. Mr. Tariq Bakhtawar confirmed that the standards of
microinsurance should be different. For onsite, the parameters should be different because the volume
of policy holders is larger. The SECP is planning to come up with specific regulations on monitoring in the
near future.
During the past months, SECP has been gathering data on microinsurance collecting only 5-6 parameters
(e.g. type, risk covered, premiums, claims) to keep it simple. However, the SECP faced the challenge that
there was no quantitative definition of the products. Therefore a threshold of an annual premium of 5,000
Rupees was set and all products falling below had to be reported to the SECP leading to figures of 8 million
policy holders. The data will contribute to further come up with proportionate regulations. Mr. Mochamed
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Muchlasin commented that there is a similar reporting in Indonesia with the data being collected very
three months. The OJK had to change the parameters several times and struggles with finding the right
tools for reporting.
Being asked about his inspiration for entering into the microinsurance market, Mr. Jakub Nugraha
explained that PT Asuransi Central Asia had already started with this line of business in 2009 emerging
from an idea of the CEO to provide simple products. At that point in time, no other insurance company
was selling something similar and only later Mr. Jakub Nugraha found out that these types of products are
known as microinsurance. In order to make money with the products, it was important to reach scale. The
company entered even without an existing regulation on microinsurance and later joined the respective
working group of the OJK. Mr. Enkhbold Munkhbat, CEO of Ulaanbaatar City Insurance, outlined that his
company has been providing inclusive insurance products for the poor and low income people since 2010
focusing specifically on children. Since there are inclusive insurance regulations, one of the products is
already approved as inclusive and others may follow.
In order to sum up the session, Dr. Antonis Malagardis requested the panelists to name the most
important challenges with regard to supervision. Mr. Enkhbold Munkhbat stated that there are many
duplicated provisions from the government side which makes it difficult to organize insurance activities.
Ms. Battsetseg said that bankassurance is growing in Mongolia while it is not sufficiently supervised. Mr.
Mochamed Muchlasin hopes for a separate unit for microinsurance while Mr. Tariq Bakhtawar’s next
steps are to review and analyze the data that was gathered. Mr. Jakub Nugraha is planning to move ahead
with a pawnshop mode similar to the Philippines.

The session ended with a wrap up of the achievements that were also taken into account for the following
decisions of the MEFIN network.
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Annex: Proportionate Responses to Risk Drivers
Risk driver
Proportionate responses
Prudential Risk
Introduce product restrictions to reduce prudential risk, for example benefit or premium
caps, term restrictions, restrictions on risks that may be covered, prescribing specific pricing
formulas, or restricting who can be insured.
Capacity of the
underwriter

Require prior approval of products by the supervisor to check the actuarial soundness of
pricing.
Lower entry and compliance requirements for underwriters (tiering or concessionary
approach), while retaining a minimum entry requirement to preclude entities that are too
small. This response is primarily intended to entice informal entities into formal supervision.

Lack of supervision
of the underwriter

Institute simplified but regular reporting to the supervisor.

The underwriter is
too small

Legislate a minimum threshold for the size of the risk pool covered by the insurer.

Inadequate
corporate
governance

Require entities underwriting risk to separate the insurance underwriting from other
business activities.

Aggregator Risk

Disproportionate
bargaining power
of the aggregator
vis-à- vis the
insurer

Institute caps on aggregate distribution costs (commission, marketing, administrative and
other costs combined). This limits the extent to which the aggregator can demand payments
from insurers to access their distribution channel.
Require disclosure of the contract between the insurer and the aggregator to the supervisor.
Impute by law a direct insurance relationship between the insurer and the insured
irrespective of any contractual relationship between the aggregator and the client.
Mandatory disclosure of commission and cost structure to the client.

The dominant
position of the
aggregator vis-à-vis
the client
Financial risks and
interests of the
aggregator are
addressed as
opposed to the

Prohibit the credit provider from requiring the borrower to enter into an insurance policy
with a specified insurer, that is, the client must be provided a choice of insurer even though
the insurance policy may be mandatory.
Mandatory reporting of claims ratios and expense ratios to the supervisor in order to monitor
the relative value that is being delivered to clients.
Require public disclosure of comparative statistics on distribution costs by the supervisor
(transparency rules), so that clients can monitor whether a given insurance policy offers
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client’s

appropriate value.
Require the prior approval of products (for example through a “file and use” system) by the
supervisor to ensure that certain client value parameters are met.

Sales Risk
Minimum qualification and training requirements (including both the length and content of
training) for sales persons, often tailored to a dedicated microinsurance agent category.
Sales persons have
insufficient
knowledge and
skills

Implement a file and use requirement for mass communication materials proposed to be
used by the insurer. This allows the supervisor to require the insurer to change or withdraw
any misleading or false communication.
Make insurers liable/ responsible for all the actions of their intermediaries as if the latter
were their employees, thereby creating an imperative for insurers to monitor their
distribution partners’ conduct.
Permit uncapped commissions so that agents have sufficient incentive to make each sale
‘properly’ (but monitoring commission levels to ensure that they do not undermine client
value).

Incentives for the
salespersons are
misaligned with the
interests of the
client

Implement a mandatory structuring of commissions to include both an upfront and an “as
and when” component so that agents are incentivised to service clients also post-sale.
Implement a prescribed code of conduct for (microinsurance) sales persons that details
explicitly how sales should and should not be conducted.
Legislate product simplification requirements, for example plain language and limited
exclusions.
Require a statutory cooling off period during which the insured can withdraw from the
insurance contract. This mitigates the risk of mis-selling.
Require explicit disclosure requirements, that is, minimum terms and conditions to be
disclosed to the client verbally and/or in writing, often linked to a requirement that it be
done in the client’s vernacular.

Inadequate
accountability of
sales persons

Require a mandatory complaints resolution procedure to be maintained by the insurer
(usually at its own cost rather than on a user charge basis) with or without minimum
performance standards for the complaints resolution process.
Implement explicit registration requirements for sales persons. Sometimes the registration
obligation is delegated to the relevant insurer, with a reporting duty to the supervisor.

Make the insurer directly accountable for all the actions of the intermediary.
Policy Awareness Risk driver
“Tick box” sales

Require post-sales communication to the insured within a specified period, for example 30
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process

days, from the date on which he or she entered into the insurance policy (especially relevant
for embedded products). This helps to ensure that the insured individual is aware of the
terms and conditions of the insurance cover.
Require mandatory choice between multiple insurers in the case of compulsory products to
make the insurance sales process more explicit to the client.
Require a statutory cooling off period during which the insured can withdraw from the
insurance contract. This mitigates the risk of mis-selling.

Low level of client
financial literacy

Implement a dedicated communication campaign targeting the insured population or build
client education elements into the sales/disclosure process..

Payment Risk driver
The presence of an
intermediary
between the
insurer and
aggregator or client
who can delay
payment of the
collected premium
to the insurer

Seasonal or
irregular income of
clients

Stipulate the maximum period within which the intermediary collecting the premiums must
pay them over to the insurer.
Require financial soundness of intermediaries and require that collected premiums are ringfenced, for example in a separate trust account.
Require that the receipt of the premium by the intermediary is imputed as the receipt of the
premium by the insurer.
Legislate a statutory grace period (during which cover remains in place) if the premium is not
paid when due. The length of the grace period can be made proportionate to how long the
policy has been maintained.
Require that insurers allow more flexible premium collection options/ payment system
options.
Regulate the structure of payments to facilitate irregular or lump sum payments.

Mandatory
payment system
requirements

Allow for premium payments in cash or through non-bank payment systems and outlets, and
design the necessary safeguards in this regard. Premium payments are often below a stated
amount to avoid AML/CFT requirements.

Post-sales Risk
Clients with limited
knowledge and
experience of
insurance
Lack of reasonable
access to the
insurer or the
intermediary after

Implement public consumer awareness and education campaigns. A greater awareness and
understanding of insurance and how it works would allow clients to better navigate the
claims process.
Require that insurers maintain client recourse systems with or without minimum
performance standards.
Require that microinsurance complaints are in the first instance directed at insurers; only if
the insurer does not satisfactorily resolve the complaint is it then referred to an independent
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the sale

recourse channel such as an ombudsman or the supervisor.
Require clear communication (verbally and/or in writing) of available recourse mechanisms
to the client, including the identity of the underwriter where policies are branded under the
name of the distribution partner.
Prescribe what documentation may be required by an insurer to settle a claim (for example,
that it shall be kept to a minimum or be limited to specified documents).

Faceless insurers
(from the client’s
perspective) who
underwrite policies
distributed by third
parties.

Register and train salespersons. Using salespersons in the sales process puts a face and
access point to the insurer for the client
Require structuring of commissions to include an as and when component to encourage the
intermediary to maintain a face vis-à-vis the client.
In the case of service-based sales, require insurers to provide the option of a monetary
benefit instead of an in-kind benefit. This prevents the insurer from supplying a sub-standard,
and cheaper, service than the promised monetary value thereof.

Unscrupulous
insurers

Prohibit or limit deductibles in microinsurance policies.
Stipulate the maximum periods for claims processing and claims payments, forcing insurers
to honor claims timeously.

Manner in which
group underwriting
is done

Prohibit selective cancellation of individual cover within a group policy except in cases of
deliberate attempts to defraud the insurer.
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