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Time

Activities/ Facilitator/ Presenter

Venue

Day 1: Monday, 28 November 2016

Time

Activity

Responsible organization /
Speaker

08-30-09:00
09:00-09:45

Registration
Opening session
» Welcome remarks

- Bureau of Agrarian Reform Beneficiaries Development
(BARBD), Department of Agrarian Reform (DAR)

- Department of Academy of Philippines (DAP)

- Centre on Integrated Rural Development for Asia and
the Pacific (CIRDAP)

- Asian Productivity Organization (APO)

Self-Introduction of participants and resource persons

Group photograph

Local organizer

09:45-10:15

Coffee break

10:15-10:30

Program overview:

Workshop objectives, structure, house rules, etc.

Dr. Shaikh Tanveer Hossain,
APO

Session 1: Importance of agriculture in Asia and the Pacific region and the role of

agricultural insurance

10:30-11:15 Risk management in Agriculture in Asia and the Pacific region Mr. Peter Book
Head of Agriculture Asia
Pacific, Allianz SE
Reinsurance Branch Asia
Pacific, Singapore
11:15-11:30 Discussion
11:30-12:15 Role of agricultural insurance as a risk-mitigating and Dr. Olena Sosenko,
productivity improvement measure for smallholder farmers Senior Expert, Agrolnsurance
International,
Switzerland
12:15-12:30 Discussion
12:30-13:30 Lunch break
13:30-14:15 Agricultural insurance: Perspective, challenges, and Mr. Mayank Dubey,
opportunities Specialist Underwriting
Expert,
Weather Risk Management
Services Pvt. Ltd., India
14:15-14:30 Discussion

Session 2: Agricultural insurance provision in Asia and the Pacific region
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14:30-15:15 Principles of, trends in, and emerging practices on agricultural Dr. Olena Sosenko
insurance delivery

15:15-15:30 Discussion

15:30-15:45 Coffee break
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Recap and warm up

08:45-09:30

Successful models and schemes and best practices in the

Mr. Peter Book




management of agricultural insurance schemes/programs

09:30-09:45 Outline of Group breakout session

09:45-10:30 Group breakout session 1 : RPs/Participants
Which unresolved farm risk management issues are known to
participants in their countries? Do participants see
someinsurance products, models, and schemes existing among
APO and CIRDAP member countries, which could berelevant
and replicated in their countries? How specifically their
governments should support the potential insurance schemes in
order to ensure affordable, acceptable, accessible agricultural
insurance solutions for low-income/smallholder farmers?

10:30-10:45 Coffee break

10:45-12:30 Continue : Group break session 1

12:30-13:30 Lunch break

13:30-15:00 Continue : Group break session 1

15:00-15:15 Coffee break
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Session 4: Field visits
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1. Field Visit to selected government and nongovernmental Local organizers
institutions engaging in agricultural insurance programs Detail information: to be
2. Field Visit to successful smallholder farmers and provided

organizational beneficiaries of agricultural insurance support

Day 5: Friday, 2 December 2016

Session 5: Group breakout session, summing-up presentation, program evaluation, and closing ceremony

08:30-09:00 Recap and warm up
09:00-10:30 Group breakout session 2: RPs/Participants
Which the most valuable ideas participants derived from the workshop
and could forward to their governments in order to support agricultural
insurance initiatives? Which specific steps  participants could contribute
personally into achieving/ operationalizing these mentioned ideas?
10:30-10:45 Coffee break
10:45-11:30 Continue: Group breakout session




11:30-12:15 Reporting of outputs of group breakout session 2 Participants
12:15-12:30 Discussion
12:30-13:30 Lunch break
13:30-14:00 Summing-up presentation: Synthesis of the overall RPs
14:00-14:30 Program evaluation by participants and resource persons
14:30-15:00 Formulation of action plans for follow-up by individual participants after
the project completion
15:30-16:30 Closing session Local organizers

- Vote of thanks from participants

- Messages from RPs

- Address of CIRDAP Representative
- Address from APO Representative
- Address of DAR official

- Address of DAP

- Awarding of certificates
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Abstract

In the Republic of China (R.O.C, Taiwan), crops damage are caused by typhoons and torrential
rainfall in summer and fall as well as the frost in winter. From 1991 to 2015, the total loss
amount reached to NT$ 123 billion and over 89% of the loss was caused by typhoons and
torrential rainfall. Therefore, it’s necessary to implement the agricultural insurance to eliminate
the risk of damages caused by disasters and to enhance protection for farmers. Although the
agricultural insurance law hasn’t been made yet in Taiwan, to accumulate pilot experience, crop
disaster insurance pilot program was first implemented in 2015. Fubon Insurance Company was
in charge of insurance product development and selected grafted pears as its insured subject
matter. In 2016, Fubon Insurance Company added pears to its coverage and Cathay Century
insurance company also developed a disaster insurance pilot program for mangoes. Currently in
Taiwan, farmers rely heavily on the government's natural disaster relief program, and it is hoped
that, by improving the insurance mechanism and strengthening the promotion effort, the disaster
relief would gradually be covered by insurance. In the future, we will take into account the
successful experience of other countries, including the regulatory system and the content of their
insurance plan, as well as our own result of piloting to establish and adjust the agricultural
insurance system, making it conforms to the nature of Taiwan’s agriculture, as well as its scale
of operation.
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A. Introduction

The Republic of China was founded in 1911 and this year is its 105th anniversary. The
territory is 36,194 square kilometers with only 7,966 square kilometers available for
agricultural cultivation. At Taiwan’s initial stage of economic development, it focused on
agriculture. During the past 30 years or so, Taiwan has turned from agriculture-based
economy to service-based one.

With the change of economic structure, the overall contribution of agriculture in terms of
GDP is decreasing. During the period of 2015, agricultural productions amounted to US $16
billion (NTD 502 billion) (Crops, livestock, fishery and forestry respectively accounted for
48.87%, 32.69%, 18.39%, and 0.05%); Total Gross Domestic Product (GDP) amounted to US
$523 billion (NTD 16,688 billion), and agricultural of GDP amounted to US $9 billion (NTD
296 billion), so agricultural contribution to GDP was 1.7%. However, agriculture has been the
country’s foundation for long-term development.

Chart 1: 2015 GDP by Kind of Activity

Agriculture
2%

Service
63%

Source: Gross Domestic Product by Kind of Activity, Council of Agriculture , Executive Yuan

The island of Taiwan lies between the Tropical Zone and the Subtropical Zone. Because of its
geographical location, the climate is complex and ever changing. In Taiwan, crops damage are
caused by typhoons and torrential rainfall in summer and fall as well as the frost in winter.
Climate change is increasing the frequency and intensity of extreme weather events. These
events usually have great consequences and cause serious damages to our properties and
environment. From 1991 to 2015, the total loss amount reached to NT$ 123 billion and over
89% of the loss was caused by typhoons and torrential rainfall.



Table 1: 1991-2015 Amount of Products Loss from Natural Disasters and the Percentage

Unit: NTD billion

Category of Disaster Amount of Products Loss Percentage
Typhoon 94.14 76.52%
Flood/Torrential Rainfall 15.37 12.49%
Earthquake 2.06 1.67%
Frost Damage 7.09 5.76%
Hailstone 3.58 2.91%
Drought 0.79 0.65%
Total 123.03 100%

Source: Estimated Production Loss of Major Agricultural Disasters, Council of Agriculture , Executive Yuan

Natural disasters did a lot of damage to the agriculture production and affected farmers’

income; hence, the government has compensated for agriculture production damages and
losses by redressing subsidy since 1990. From 1990 to 2015, the total subsidy is over NT$
41.5 billion. According to the official data, it shows that the total loss amount reached to NT$
123 billion, but only 34% of loss was covered by subsidy. It is actually not enough to offset

farmers’ damages. Therefore, it’s necessary to implement the agricultural insurance to

eliminate the risk of damages caused by disasters and to enhance protection for farmers.

Chart 2: 2005-2015 Total Loss from Natural Disasters and Total Subsidy

Unit: NTD 100 million
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http://lci.ly.gov.tw/LyLCEW/lcivComm.action#pageName_searchResult=1

B. The prospects and problems of agricultural insurance

Agricultural insurance plays a critical role in the process of agricultural development. The
government is planning to implement the agricultural insurance so that the risk of damages
caused by natural disasters could be managed and the life quality of the farmers and
fishermen could be improved. Hopefully, it could facilitate the economic development in the
rural and fishing neighborhood. In the process of implementing the agricultural insurance,
some problems have arisen, stated as below:

()  The crops in Taiwan are various and their production is small-scale. In addition,
because of Taiwan’s geographical location and climate, natural disasters happen
frequently and usually cause huge damage to farmland and the rural environment. With
all the factors involved, the risk of agricultural disasters is huge. The premium rate of
the insurance calculated based on historical data of the disaster frequency and loss
severity is high. The higher premium rate places heavier burden on farmers and
fishermen.

(1) The lack of sufficient statistic data makes it hard to determine the optimal premium rate
and the amount of insurance.

(1) As the subject matter insured of agriculture insurance is agricultural products, the
judgment of insurance accident is hard and controversial.

(IV) The cost of implementing agricultural insurance is high due to the lack of professionals
specialized in agricultural damage assessment.

(V) Farmers’ and fishermen’s knowledge about and understanding of agricultural insurance
are insufficient, so insurance coverage ratio remains low.

For the smooth operation of the agricultural insurance and solving the above-mentioned
problems, the government should provide historical statistic data on the cost of production,
losses from natural disasters, and so on so that it can assist insurers to design insurance
products, handle insurance underwriting, and assess damages. The government should also
collect opinions from farmers and fishermen, disseminate agricultural insurance products, and
develop human resources for damage assessment, etc. Furthermore, to diversify catastrophe
risks, the government should establish a risk assumption mechanism and cooperate with
commercial insurance companies for implementing agricultural insurance.



C. Agricultural Insurance Pilot program
The agricultural insurance law hasn’t been made yet in Taiwan. In order to accumulate pilot
experience, crop disaster insurance pilot program was first implemented in 2015. Fubon
Insurance Company was in charge of insurance product development and used grafted pears
as the subject matter insured.
Pear natural disaster insurance: In 2016, Fubon Insurance Company added pears to the
subject matter insured, stated as below:
Q) The Subject Matter Insured: pears (include grafted pears)
(1 The Insured: the farmer who plants pears
() The Insured Perils: typhoon, torrential rainfall and frost damage
(IV)  The Insurance Period: from top-working to harvest
(V) There are two types of insurance policies: first loss insurance policies and policies
linked natural disaster relief.
1. First Loss Insurance Policies:

(1) Master Policy: If typhoons or torrential rainfall occur during the policy period
and thereby pears insured are damaged, insurance company will pay insurance
benefits.

(2) Additional Pear Scions Frost Damage Insurance: If the degree of damage
caused by frost is more than or equal to 20 percent and the insured receives
government subsidies according to Implementation Rules of Agricultural
Natural Disaster Relief, insurance company will pay insurance benefits.

2. Policies Linked Natural Disaster Relief:

(1) If pears insured are damaged by typhoons or torrential rainfall, or pear scions
insured are damaged by frost during the policy period.

(2) The degree of damage is more than or equal to 20 percent.

(3) The insured receives government subsidies according to Implementation
Rules of Agricultural Natural Disaster Relief.

Insurance company will pay insurance benefits if the above conditions are all met.

(V1) Premium Rate and The Amount of Insurance:



Table 2: Premium Rate and The Amount of Insurance

Unit: NTD
) The Amount of Insurance | The Amount of
Premium Rate )
Program . (Typhoons or Torrential | Insurance (Frost
(Unit: NTD per ha) :
Rainfall) Damage)
First L Grafted 1 45,400 350,000 -
n:sirangis oo |2 57,038 350,000 30,000
.. 3 70,477 350,000 60,000
Policies
Pears 4 38,914 300,000 -
1 12,538 - 30,000
2 25,077 - 60,000
3 15,462 60,000 -
Policies Grafted | 4 23,192 90,000 -
Linked Pears 5 28,000 60,000 30,000
Natural 6 35,730 90,000 30,000
Disaster 7 40,539 60,000 60,000
Relief 8 48,269 90,000 60,000
9 15,462 60,000 -
Pears 1 23,192 90,000 -
0

Source: https://www.fubon.com/insurance/b2c/content/farm_insurance/index1.html

(VII)

Government Support: The central government shall pay one thirds of the premium.
In addition, the local government shall pay one thirds of the premium depending on
its financial condition.

Mango natural disaster insurance: Cathay century insurance company also developed the
agricultural insurance product and used mangoes as the subject matter insured in 2016, stated
as below:

(N
(1)
(1
(V)

The Subject Matter Insured: mangoes

The Insured: the farmer who plants mangoes

The Insured Perils: typhoon, torrential rainfall and frost damage
The Insurance Period: from flowering to harvest

(V) Policies Linked Natural Disaster Relief: If typhoons, torrential rainfall or frost occur
during the policy period and thereby mangoes insured are damaged, insurance
company will pay insurance benefits.

Premium Rate and The Amount of Insurance:

(V1)


https://www.fubon.com/insurance/b2c/content/farm_insurance/index1.html

Table 3: Premium Rate and The Amount of Insurance

Unit: NTD
Program Premium Rate (Unit: NTD per ha) | The Amount of Insurance
1 14,978 30,000
2 29,955 60,000
3 44,933 90,000
Source:

http://www.chunan.gov.tw/chunan/13-4-1.php?menulD=546&foreword| D=243663&forewordTypel D=0&se

cureChk=568219d89e2a4b634e0da46f9b584d92

In the future to promote crop and insurance projects: Currently, private insurance
companies provide all the pilot insurance policies for agricultural crops; in the future, we will
take into account the success experience of foreign countries, including how their laws and
regulations, insurance policies, etc. were formulated, as well as the nature of our domestic
agriculture, operation scales, and the pilot results, And the agricultural insurance will
continue to expand its coverage to more crops. Meanwhile, the government also implements
income insurance on farmers who cultivate sugar-apple. In order to stabilize summer
vegetable production from the damage by typhoons and torrential rainfall, the government
encourages farmers to set up greenhouse facilities and promote disaster insurance for these
facilities to reduce the risks for farmers.


http://www.chunan.gov.tw/chunan/13-4-1.php?menuID=546&forewordID=243663&forewordTypeID=0&secureChk=568219d89e2a4b634e0da46f9b584d92
http://www.chunan.gov.tw/chunan/13-4-1.php?menuID=546&forewordID=243663&forewordTypeID=0&secureChk=568219d89e2a4b634e0da46f9b584d92

D. Challenges of Agricultural Insurance in Taiwan

N

Insured crop types, insurance rates and the willingness to purchase insurance

The insurance industry has a complete insurance framework and the government has
provided agricultural technology and related supporting measures, so the ground for
development and implementation of agricultural insurance policies are already in place.
But due to the high frequency and concentration of agricultural disasters, the operation
of such insurance policy becomes increasingly difficult. For the sustainable
development of agricultural insurance and to encourage the insurance industry to
engage in agro-insurance business, most governments, such as the ones of United
States and Canada, do provide business tax and other tax deduction for companies
willing to provide this kind of policies. Also because agro-insurance is professional
area, the government should provide all necessary assistance to the development of
agricultural insurance products.

Since the subject matter agricultural insurances cover is relatively risky, the premium
rate is higher than the general commercial product insurance. To reduce the burden on
farmers and improve their willingness to adopt insurance, the government would, as
most governments do, subsidy farmers’ insurance payment.

Taiwan only pilot natural disaster insurance on grafted pear; however its current
adoption rate is only 1%, which posses a difficulty to insurer, since the number is not
great enough to effectively spread the risk. According to this experience, as the
agricultural insurance has the characteristics of high risk and higher premium than the
general commercial insurance, the farmers’ willingness to participate was strongly
affected, and therefore the government would have to subsidize the farmer insurance
premium. In addition, farmers have long been relying on the government's natural
disaster relief mechanism, so they have yet built a sense of risk management. Besides
the government’s own promotion effort, farmers’ associations also have roles to play.
This can accomplish by providing them with promotion bonuses or allowing them to
collect administrative fees. For those who success in promotion, more incentivizing
rewards are warranted. In sum, agricultural insurance and relief measures should be
able to work jointly, or otherwise the natural disaster relief mechanism might be
adjusted to incentivize farmers’ willingness to participate.

(1) Accumulated loss experience and an complete insurance database

The subject matter of agricultural insurance is living things or property attributable to
agricultural, forestry, fishery, and animal husbandry productions. Due to their natures,
their values are constantly changing along with the growth conditions. It is difficult
and requires great deal of agricultural knowledge to clearly identify the coverage
scope and payout amount after each loss, much more difficult than the general
property insurance. Regarding this, the government can assist by establishing an
agricultural insurance assessment system and training professionals in this field. With
the analysis on historical data, the insurance department may estimate the potential
losses with the law of large numbers to delineate the coverage scope and calculate the
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premium rates. In order to obtain the relevant statistics, the insurer shall disclose all
the relevant insurance details, claims, and disputes cases to the government to build a
database for achieving better actuarial calculation for product design and set
reasonable insurance premiums and payouts.
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E. Conclusion
Taiwan farmers' understanding of insurance is yet sufficient to widely adopt agricultural
insurance. The promotion on agricultural insurance is an area where the government should
cooperate with the insurance company.
Taiwan's agricultural insurance does yet have a dedicated governing law. In the future, the
successful experience of other countries, including the regulatory system and the content of
the insurance plan will be taken into account to adjust the agricultural insurance system
according to the nature of our agriculture, scale of operations and the findings from piloting
the insurances.
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