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Opinion

The Philippines is the third most disaster

prone country in the world, experiencing an

average of twenty typhoons per year. As

_ Dennis B. Funa an economy that is highly dependent on

the agribusiness sector, agricultural

e INSUHANGE FORUM insurance is |nd|spensable To illustrate the

problem, between November 28 to December 5, 2012, “Typhoon Pablo” (international

name “Typhoon Bopha”) hit the island of Mindanao. It poured over 240 mm of rains. It

was the strongest hurricane to ever hit Mindanao, to date. With a category 5

classification, Typhoon Pablo hit the country causing an almost 37 billion pesos in

damages (26.5 billion pesos of which was agricultural), 1.067 deaths, 834 missing,
and 2,666 people injured.

With this in mind, let us take a look at agricultural insurance in the Philippines. There
are only four agricultural insurance (or crop insurance) products approved so far in the
Philippines by the Insurance Commission. These products were applied for by: a) PGA
Sompo Japan Insurance; b) CARD Pioneer Microinsurance; c) Bankers Assurance;
and d) Western Guaranty. Of these four products, only two, belonging to Bankers
Assurance and to Western Guaranty, are considered parametric-based and MicroAgri.
They were, however, sold as part of a package-deal with fertilizer providers. Western
Guaranty’s product was only available in the Isabela region as well.

The offer of the two aforementioned parametric-based MicroAgri products did not last
for long. Bankers Assurance’s product lasted for only two to three months, while
Western Guaranty’s product was run for only six months in the market. The marketing
of these products was hampered by the lack of efficient channels for distribution of
their products and the high cost of evaluating and approving claims. In addition,
farmers simply lacked the understanding on the necessity and importance of
agricultural insurance. Insurance is simply availed of because it is required by lending
institutions.

Notwithstanding the weakness of agricultural insurance products in the Philippines,
particularly those with parametric and microinsurance (MicroAgri) features, the
Insurance Commission issued Circular Letter No. 2015-53 on October 15, 2015,
adopting the Agriculture Micro-insurance Framework or MicroAgri Framework. This
was done largely under the microinsurance initiative. Under this framework, the
Insurance Commission recognized parametric-based microinsurance or index-based
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microinsurance as a means to indemnify the insured when one or more pre-defined
parameters or indices have been breached within the term specified in the policy
contracts. Instead of indemnification based on actual loss measurement, the benefit
amounts are determined by one or more parametric formulas or indices which yield
proxy estimates that are correlated to the actual losses.

With the weak involvement of the private sector in agricultural insurance, it has
become imperative for the government to step in. The principal government
instrumentality in this regard is the Philippine Crop Insurance Corporation (PCIC),
established on June 11, 1978 by P.D. No. 1467 (as amended by P.D. No. 1733 and
R.A. No. 8175). PCIC is an attached agency of the Department of Agriculture. The
PCIC’s principal mandate is to provide insurance protection to farmers against losses
arising from natural calamities, plant diseases and pest infestations of crops. It also
provides protection for non-crop agricultural assets such as machineries, equipment,
transport facilities, and other assets. It offers livestock and fisheries insurance. It
operates outside the regulation of the Insurance Commission. Thus, it has the
authority to determine premium rates. Agricultural insurance for rice was first offered
in 1981. Corn insurance followed in 1982, and high value commercial crops (HVCC)
for tobacco in 1991 and other commodities in 1993. The livestock insurance program
started in 1988. The fisheries insurance program was pilot tested in 2011.

Recently, the United Nations Development Programme (UNDP) in partnership with the
Philippine government through the PCIC and the Department of Agriculture, launched
the three-year “Scaling-up Risk Transfer Mechanisms for Climate Vulnerable
Agriculture-based Communities in Mindanao” or the “Weather Index-Based Insurance
(WIBI) Mindanao Project” to be implemented in Regions X (Northern Mindanao) and
Xl (Davao Region). The program commenced in November 2014 and ended in
December 31, 2017. WIBI offered two different covers to major insurable grain crops
like rice against low rainfall and excess rainfall. For irrigated areas, WIBI offered only
excess rainfall since it is not vulnerable from low rainfall. At the end of 2015, it has
distributed weather index-based insurance to 837 farmer enrollees with estimated area
coverage of 961 hectares amounting to about Php 19.19 million.
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Dennis B. Funa (dennisfuna@yahoo.com) is the current Insurance Commissioner. He
was appointed by President Rodrigo R. Duterte as the new Insurance Commissioner
in December 2016.
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