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About the Study 
Initial evidence from the B-READY (Building Resilient, Adaptive and

Disaster Ready Communities) Project indicates that strategic

investments in preparedness activities could result in lesser spending

on recovery efforts, as well as improve the disaster-vulnerable

population’s capacity to manage impacts, resume their income-

generating activities faster, and increase their resiliency. The Project

was piloted in Salcedo, Eastern Samar province in 2019 by Oxfam in

partnership with the local government of Salcedo, Plan International,

Global Parametrics, People’s Disaster Risk Reduction Network, PayMaya,

and Smart Padala.

Believing in the importance of financial institutions during humanitarian

crises, Oxfam commissioned MicroFinanza Rating, a global rating agency

specializing in inclusive finance, to conduct a scoping study referred to

as “Building Elements of Sustainable Disaster Risk Financing Strategy” to

gather evidence and identify opportunities and conditions for

practicable preemptive financial services based on parametric

forecasting and risk modeling technology. 

The study involved extensive desk reviews, policy and regulatory

reviews, and interviews with project partners and a diverse group of

financial institutions, including microfinance non-government

organizations (NGOs), rural banks, and digital lenders that work with

communities living in poverty who are particularly vulnerable to external

shocks and stresses of disasters and emergencies.

The financial institutions involved in the study showed a general interest

in the concept of preemptive financial services and the adoption of

disaster preparedness and mitigation approaches, especially in terms of

microfinance. On the other hand, the elements and considerations that

need to be in place for the financial sector to build a sustainable

disaster risk financing strategy are: accuracy of the weather index, its

availability in different geographical locations, price affordability, user

demand, client financial literacy level, and funding. 

To conclude, Oxfam, in consultation with financial institutions, listed the

conditions that are required for the financial sector’s uptake of the

disaster risk financing strategy of B-READY. These are: the availability of

grants, subsidized funding, credit risk-sharing mechanisms, technical

support for product design and staff training, financial literacy, and

disaster preparedness training for clients. 
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contexT
Cash transfer is Oxfam’s preferred strategy for delivering assistance during humanitarian

emergencies because it is efficient; it provides communities with more control over their

choices; it also simultaneously supports local economies. During the recovery phase of the

Typhoon Haiyan response in 2013, Oxfam partnered with Visa Worldwide Company, a global

payment and fintech company. The strategic partnership implemented a digital e-payment

infrastructure using electronic prepaid cards for secure and transparent cash

disbursements. 

Cognizant of the importance of financial institutions during humanitarian crises and their

potential to be a driver of change in  how humanitarian activity is currently organized – i.e.,

focusing on post-disaster response and recovery rather than disaster preparedness and

mitigation to increase the resilience of vulnerable communities – Oxfam, together with the

local government of Salcedo , Plan International, People’s Disaster Risk Reduction Network,

PayMaya,  and Smart Padala, launched the B-READY Project in January 2019. 

The objective of B-READY is to provide proof of concept, and to test innovative modelling

technologies and parametric indicators and their relevance. It will also  test the impacts of

cash transfers to the vulnerable communities before a typhoon strikes, using the Oxfam-

iAFFORD (Inclusive and Affordable Financial Facilities for Developed and Resilient Filipinos)

prepaid cards. Initially used as an improved delivery mechanism for grant-based

humanitarian cash transfer programming, these cards will be used as an access point for

further disaster-related financial services like preparedness loans, emergency savings

accounts, and even disaster microinsurance - in line with the B-READY Project’s long-term

strategic goal of building disaster resilience of vulnerable communities by providing access

to a wide range of disaster-rated financial products. 
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Desk review. The desk review's objective was to revisit national policies and funding

mechanisms for disaster preparedness and response, and collect information about pilot

projects implementing parametric technologies in the Philippines to understand

opportunities and challenges. 

Interviews with relevant stakeholders including project partners, financial service

providers targeting the low-end market segment, insurance companies, government

agencies, and humanitarian and development organizations. The objective of the

interviews was to a) understand the stakeholders’ involvement in disaster risk reduction,

preparedness, and response work and their current mode of intervention and b) collect

their feedback on the feasibility and viability of implementing weather-based index

preemptive financial services (challenges, opportunities, conditions, and support

needed). All interviews were carried out via conference calls due to the Coronavirus

(COVID-19) pandemic.

Study Objectives and Design
Oxfam commissioned MicroFinanza Rating, a global rating agency specialized in inclusive

finance, to conduct a scoping study referred to as “Building Elements of Sustainable Disaster

Risk Financing Strategy” to gather evidence and identify opportunities for viable preemptive

financial products and services and to explore windows for cooperation with potential

financial institutions along with the conditions that need to be in place for them to

participate in the B-READY Project’s second pilot phase.

The study was carried out in two different stages:
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Portfolio diversification by geographical areas

Portfolio limits on high-risk sectors (e.g., agriculture, livestock, fishery)

Careful area selection to limit operations in areas more prone to natural disasters

Adjusted loan disbursements depending on the season

Establishment of a formalized business continuity plan

Dedicated budget/reserve set

Portfolio insurance, for example through the Agricultural Guarantee Fund Pool (AGFP)

Loan rescheduling or moratorium

Top up loans

In terms of insurance, most surveyed financial institutions offer some kind of

insurance product, mostly credit life insurance bundled with the loan calamity

insurance and crop insurance

Non-financial services, including awareness-raising for disaster risk and

preparedness, sometimes enter into partnership with community-based

organizations

Summary of Key Findings
1. Adverse weather events and disasters are commonly perceived as major risks by financial

institutions, whether or not they are engaged in agricultural financing. These weather events

usually affect a limited share of their operating areas, and the impact on portfolio quality and

growth is usually managed in the medium term. Current mitigation measures include:

2. No surveyed financial institution currently offers preemptive credits as the focus has been

on post-disaster intervention. Common steps taken in the aftermath of a disaster include:

Assessment of the extent of damage and distribution of relief goods
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3. Financial institutions showed a general interest in the concept of preemptive financial

services and in the adoption of disaster preparedness and mitigation approaches, especially

in terms of microfinance and micro-insurance. As vulnerable as their clients, financial sector

would benefit in the long run if their clients are economically stable and capable of

financially managing the stresses and shocks brought about by disasters. The financial

sector has a lot to gain in ensuring that people have access to financial support and other

resources to enhance their social protection and overall wellbeing. On the other hand, they

also recommended considerations in developing the framework and elements of a

sustainable strategy for disaster risk financing, such as: accuracy of the weather index, its

availability in different geographical locations, price affordability, user demand, client’s

financial literacy level, funding, and credit risk-sharing mechanisms. Technical support for

product design and staff training, as well as for the provision of financial literacy and

disaster preparedness training for clients are also recommended.

4. The country’s financial sector remains dynamic. Apart from bank access points, diverse

multiple access points show the importance of informal financial service providers like

pawnshops, credit cooperatives, and microfinance non-government organizations (NGOs).

Citing Findex 2017 data, the study shared that only 11.9 percent saved money at a formal

financial institution over the past year versus 58.7 percent of adults declaring having saved

money. Separate Bangko Sentral ng Pilipinas (BSP) data also indicate that insurance

penetration remains at a low 1.65 percent during the first quarter of 2019. Savings and

insurance proved to be areas that can be further explored for growth.

5.  The need for financial inclusion and increased social protection is imperative during this

time that the Philippines is experiencing an economic downturn brought by the COVID-19

pandemic along with the series of disasters that hit the country in 2020.  As millions of

Filipinos remain jobless and burdened by rising costs of goods and services, people cannot

afford to remain unprepared as disasters become more frequent and devastating. Having

access to sustainable disaster risk finance for low-income families living in disaster-prone

communities can help reduce people’s vulnerabilities to external impacts while increasing

their capacity to prepare, mitigate, and withstand disaster risks.
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Conclusions and
Recommendations
The study recognizes the potential of weather-index preemptive

financial services like loans, savings, insurance, and cash transfers

as resources that can help provide disaster vulnerable population

with much-needed support to protect their assets and help secure

their overall wellbeing even before a disaster strikes. 

Scaling up these preemptive financial services would also benefit

financial institutions. More clients have better adaptive and

repayment capacity concerning the lower impact of adverse weather

events on clients’ livelihoods and property. Eventually, financial

institutions are expected to become more willing to operate in

climate-vulnerable areas and high-risk sectors (e.g., agriculture,

livestock, fisheries), thus expanding their client base and portfolio

and enhancing financial inclusion.

Linking financial inclusion, social protection, and innovative

technology can help bring about sustainable disaster risk financing

systems that can protect the most vulnerable before disasters –

improving accessibility, cost-effectiveness, predictability,

scalability, and timeliness of assistance in case of future shocks. 

In the long run, providing pre-disaster financial services can also

strengthen the holistic approach of cash-based intervention and

close the loop within the Disaster Risk Reduction and Management

(DRRM) cycle -- covering mitigation, preparedness, emergency, and

recovery phases. This will help protect people at risk, avert disaster

losses, and safeguard economic and development gains.
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instagram.com/oxfampilipinas

Oxfam is an international confederation of 20 organizations working together with partners and local

communities in more than 90 countries. Oxfam has been working in the Philippines for 30 years to

address poverty's underlying causes through its various programs on economic justice, conflict

transformation, gender justice, and humanitarian response.


