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Per onal wealth a denot d by accumulat d net a set i a ke ingredi nt of a pc pi · 

tandards of living. Thi i b au we lth facilitate n, pe ially in Jd age. 

u hion p ople again t ad ersities su h as illnc and unemplo m nt w II as, nabl 

furth r wealth creation through acce to bank ere it. Th as ts that mpri e wealth in lud 

cash and bank balances pr p rties, har in coop rati es and li ted companic . lifi 

assurance policies, a ru d p nsion benefits corp rate bonds, and trea ury bill and b nd . 

Whereas modern p rtfolio th ory (MPT) uggests that in e t r hould aim to maximit th ir 

w alth and hold di r ifi d portfolio life-c I hypoth si (L II maintain that pe pie 

houJd target a sm oth consumption path in their life pan. re p ctivel Yet. mpiri al 

id n fr m d eloped countries hows that personal wealth portfoli on i t of few 

as t are inadequate to supp rt retirement con umption and are ry di imilar with r p ct 

to holder · p ronal attribute . The Jack of know! dge on tb di r ificati n. adequ c and 

determinant of p rsonal wealth portfolios in d eloping countrie mak it difli ult t 

appr iate, and formulat appropriat poli ie for enhancing th w alth h lding f th 

citizen for impro d tandard f living. This tud is d igned to addre s thi r ear h gap. 

The tud amm th s1z and comp ition f th wealth portfolios of mplo e in ord r 

to: a) establi h whether th y ar di r ified; b as ertain the w alth ad quae : find out 

which personal attributes are key determinant of the portfolios· and d) d lop e ripti 

' ealth holding mod I . A composit c nceptuaJ framework integrating the theoretical model 

of LCH, MPT and ociologicaJ Appr ach wa d eloped and u d in thi tudy. Th abo e 

informed the use f a deducti e research d • ign that guided the d lopm nt f uitable 

re arch h pothe e hi h w rc te ted u ing mpirical data to r aliz the tud · obj tiv . 

Th targ t populati n for th tud mpn d all th alari d middle and upp r incom 

employ in Kenya. In thi ere admini tered on a random amp! of 

I ,067 alari d mid I and u p r income emplo ee dra\¥n from a tr tified random ample f' 

large in titutions. A re pon rat of 7 % v; achiev d. Data ollect d n p onal wealth 

le el and p r onal attribut was anal sed an te ted Ji r indep ndcnce and rr lati n u ing 

tati tical te ts su h as Anal is of arian , Pear n produ t-mom nt co ffi i nt, and 

Multiple rcgressi n analysis. among thers. 
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h tudy e tabtishe that th sampled employe hold un r i cr i 1 d , ahh p rtf lio . 

Fir tly th do not hold equal proportion of all the a t types in the mark t tipulat d 

und r naj' e diver ification ( arnn r. Mankiw & W il. 1997· DeMiguel. arlappi ppa, 

2009). Th wealth p rtfolio re dominat d b cash and prop rt} " ith m an pr rtion of 

57% and 36%, re p ti ely. he ar al o implc: them an numb ·r of a ct h ld i thre 

with th top thr e a ets a counting ~ r 87 % of th wealth valu ndl . th m an 

shareholding of equity investors i thr e li ted ompanie again t a r ommend d minimum 

of II listed firms. h e finding contradi t th ry but are in lin with empirical e .. iden 

from documented p r onal w alth studie in dev loped countrie . 

In ommon with other studies this re earch find that the sampl d mploy may not ha e 

ad quate \! · alth to me t their consumption n d v.hile in r tir m nt. Thi i based n th 

findings that the mean prop rtion of the employ e · stimated r tircm nt in me t current 

employment incom • also re~ rred t a the repla em nt rate. is 43 %. hi rate is 

significantly lower than the r ommended minimum of 70%. 

The study establish s that the quantitati e p r nal attributes that are th main d terminant 

of wealth ize ar emplo ees incom . age. prop rtion of risky as t held, inherit d w alth 

and a ings rat . I so, the main c t gorical d t rminant are income Ia i fie ti n. job 

eniority, cultural ba kground and ducation. Oth r finding are that the quantitati e 

attribute that are the main determinants of wealth compo ition as m asur d b. th 

proportion of risk as ets h ld are: wealth size and employees inc m . The main cat gorical 

det rrnjnant of w alth compo ition are similar to tho e for v eaJth ize. Wh reas th 

commonality of th determinants not d above implie that the oncept f' ealth ize and 

ompo ition ar clo ly related th re ults further how that ' e lth det rminan have a 

clos r relati nship with wealth size than its compo ition. 0 rail, the e finding large! 

onform t theor and corroborate e iden e from prior tudie . 

Multipl regre ion anal i and multiple discriminant anal is are u d to de elop 

de cripti models to depict the relati n hips b twe n arious p r nal attribute n th on 

hand. and the mon tar size, well a the level of employees' w alth holdings on th oth r. 

urther anal i h w that life cy le fa tors ha e a cl r r lation hip .. ,ith ""ealth rtfoli 

when compared to MPT and ociologi al fact r . 

vi 



It i recommended that employ es should target high w alth and di ersifi d p nfolio . In thi 

pursuit employees an r I on the de cripti e pr dicti e models to plan their inv tm n . 

Prof~ ssional ad isor , who are consulted by most emplo ·es, an pia a ke · role in lhi . 

I o, the go emment can help b formulating and impl menting p licie t \\-id n the cop 

of a ailable inv stment choice a ail m re data on as ct return , implify and impro the 

m tment process as well as culti at a culture f objectiv in e tment am ng mpl ye . 

With respe t to the v alth portfolios of emplo es in a d veloping count . th tud) ha 

contributed to net knowledge b demonstrating the chall nge f di ersifi ation howing 

quantitati el the inadequac of wealth and isolating th ke p r anal attri ute that p licy 

makers should target to impro emplo ees' welfare. The findings aJ o su g st that p rsonal 

wealth portfolios in de eloping countrie can be studi d cientifi all and bjecti el . thu 

calling for wealth ur sand r ear h . Majorit of the r earch g ps ar thus addr ed. 

Conflicting idence to the prescription of MP that w aJth maximizing in e t r haul 

hold di ersifi d portfolios suggest th need for furth r work to e tabli h what infl rms the 

composition of wealth portfolios especiall noting that impl p rtfolio are a so iated \ ith 

littl wealth and that o er 87% of the mplo e s indicated that the aim to maximiz r turn 

wh n in e ting. On a count f simple and undi ersified ponfolio , mplo rna be unabl 

to accumulate adequat ' ealth to support them in r tirem nt. thu wor ening the d p nd nc 

burd n. urther studic could al o amine the role of in stm nt ad i rs in influencing 

employees' risk-taking beha iour their in e tment plan and hence th ir wealth holding . 

lso a similar study can be designed to amine th wealth portfolio of informal ect r 

employees, who comprise ab ut 68 per cent of total ernplo ees inK nya (GoK. 2009b). 
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II PTER 

I R D 

1.1 Backgrowtd of the tud) 

Th a quisition f more ,. ealth i a common goal of mo t nati n , mmuniti 

and indi iduals. hi is largcl becau e wealth i a ke enabler f on umpti n ·ngcn. ale 

& c llo, 2004 a explain d b Kei ter (2007) \.\ ho opine that · ... W alth i among the 

most fundamental indicator f well- ing b cau it i relative! enduring and r lat d in 

som ay tom t ther mea urement of achi vern nt' (p.l). r nal wealth 

has re entl been the ubje t of consid rable inter t among acad mician . p li ymak rs and 

practitioners. Mo t of th documented studi s on p r onaJ " ealth ha t nd d to u e rna r -

le el approachc (Banca d'Italia 2007) to examine it di tribution in t rm of th tructure 

and inequaJiti s in the a t h ld by di\'er group within and a ro countri . The tudie 

ho that personal wealth i un enl di tribut d and tend t be mor con ntrated than 

income among the rich and b region orche & pi I rman, 2007). 

mong de el ped countri , a new fro ntier on \i alth ho lding emerged r ntl due 1 

widespread financial r forms, in e tment product inn at ion , a ailability f wealth data and 

ad ance tn anal ical t hnique (Gui o Halias o & Jappelli, 200_ . his h led 

r s ar her n personal wealth to adopt micr -le I approa hes that mplo m d rn 

principle of pers nal finance to e amine pr crib and de cri m e tment pro e and 

their a set holding outcomes. The focu of u h tudie ha b n hov. famili and 

indi iduals obtain, budget a e and sp nd mon tary resourc o er tim taking int unt 

arious fman ial ri ks and future life compon nt . tudi Browning and 

(2000) Munnn II Webb and D lorm 2006 among other , report that the e prhate 

r ources. al o r ferred to as per onal wealth p rtfolios. ar u ually inadequat and a tl 

di imilar among omparable household and indi idual . 

he th oretical con tru t and empiri al e idence from the mi ro-le el tudie r fi rr d t 

provid useful base or carrying ut similar re ear h n p rsonal w alth port lio in 

d relat d re earch has fo u d on p rt rath r than wealth. I . 

the de ign of su h re ar h an b n fi t imm n 

in de loped c untri . n und rstanding of th in di ur 

on per onal ealth, a highlighted b low, can al o inform th m tigati n · 
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Th publi ation b dam mith titled The Wealth o alion . marking the ·t rt 

economic ( mith. 1776). i oft n cit d the earli t ub tanti di n ,.,.calth. 

Inform d by thi publication nomi was r -oriental d " ) an 1 Ling ruler · 

p rsonal possession in feudal st m and direct d t 

H nee[! rth. th w alth of a nation wa r pre nted b. earl nati nal in mpri ing rent 

to landlords. inter t to capital. and wag lab ur. In th gr undbr aking ''ork , . dam 

mith further opined that religion is a k d terminant of wealth and econ mic d Jopmcnt. 

The ne t wave of interest in wealth occurred much later during the great d pre ion f th 

1930s, when high unemplo m nt and I w produ tion sign I d the failure of cia ical 

economi ' pr mi g n rail t nd t ' ards quilibrium and full empl }m nt 

(Keyn ". 1936). Ac ording to Gal otti and Karak ta 20 I 0) thi ush red in n cia i al 

e on mic that wa based on the a umption of rational preference . ma:timi=ing in ·ome

con ·trained wiliiy. and effic:iem market hyporhe i . Aft r holding ground or half a ntury 

th e foundation w r haken b new know! dg from anal se of urv data and 

e. periments showing that p ople · b ha iour systemati all de iate from the predicti n of 

traditionaJ finan e and ne classical onomic th r (Kahn man & Tvcr k), 1979). fhe 

findings inspir d researchers to incorp rate p ych 

birth to beha ioural financ and b havioural economic . 

In i \\ f the I ns from histori al id n e. th re ie of I it ·rature in hapter t o f this 

the i b gin in carne t from the s cond half the 20th cntury. orne f the d fining 

fi atur of thi p riod ith re peel to p r onal w alth are that: i) it mark d th tart of 

su tained search for obj ti e wa of studying per onal wealth: ii) urve data on 

household and indi iduals' jncome , w alth and xpenditure wa made publici and ''ide! 

available: and finally. (iii) the u e of new analytical tool nab! d inn ati and tended 

tud de ign . hi was at o a tran ition period from indu trial to kno I dg' onom 

1.2 Co11ceptual Ba ·is of Perso11al Wealtlt Portfolio 

This ection di cus es bri fl th con ptual ba · s of p r naJ wealth generation and th 

holder . Per onal ' eaJth i th object while' ealth holder ar the ubje t . 

1.2. 1 Underlying on epl of Per onal Wealth 

one ptually, w alth i I sel ti d to th u fulnes f the as et h ld and th pre ur or 

ariables of incom con umption. a ing and in e tm nt. hi Oow fr m the entral them 
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of mo t n umpti n function which ugg t that p pie di 'de their con umption bet\\ ·en 

th present and the future bas d on e tim te of th ir needs in the long run. ro · 1 and 

Pendakur 2002) pro\ ide u eful customi arion of this analog b empl ing nadi n 

expenditur data t how that ages u ually d termin earning which arc the b 

mcom that in tum I ad ing. from thi 

mod I th mo t riti al elem nt in th r onal we lth p rtli lio em rgc to b 

income avings, in stment and w aJth it elf. Th e concept ar amplified below. 

The outputs of th Crossley-Pendakur m del find v.ide upp rt m liter tur ""h rc for 

instance. the K n a ational Bur au of tatisti KNB ) oncur that · on umpti n i a 

more satisfactory measure of well-bein for both th oretical nd pra tical reas n ·. ( oK. 

2007a) p.23. dditionally, the now pro that 

in e tment acti it i neces ar for wealth creation. Thi aspe t i upport d recent tudi 

that ugg t that the frnan ial b ha iour of hou h ld and indi\ idual ar hierar hi al. n 

such study was b I lilg rt and Hogarth 2003 wh e amin d ur ey of nsum r · inan es 

( CF) ata in to e plore th onn tion b tween financial know) dge and h u hold 

behaviour. The re earcher reported a continuum f appli ation of fman iaJ manag m nt 

whereby o er T% of the household practiced ca h-flo managem nt: 5 % carried out 

credit management· SO% w re additi nail able to a >.: hi I onl 46% w re able t mak 

in e tments for wealth creati n. 

Per onal ealth i often d n t d a th market alue o a p r n· net t (Badu, Dani I 

& alandro. I 999; Bodie & Crane, 1997: Da i and torm, horrock & W If, 2007; 

John on & Tanner. 1999; King & Di k -Mireau , 198_; Wei ·h r 1997 . The e tudie do 

not h we er att mpt to a certain wh th r the a s t prices ar supported by th n cia ical 

theori s of the efficient mark t byp the i • a ph nom non that ha b en the subj t of' 'de 

debate b the proponent of ehavioural finance ThaJer 19 ). Wher as it i agreed that n t 

as ts i the r idual amount after d ducting p r onal d bts u h a loan , mort age . cr dit 

ard liabiliti s and ad an from the gro alu of p r·onal a l , ther i I k of 

oncurrence on the definition of th a t t pe that d pi t th nature of\ ealth. 

m hapter Two, the di crsity of as t held and the r I ti e prop rtion are riti ally 

imp rtant b cau asset ar not homog nous in unit ize and incom aming tr am . 

holars ha e ad an ed other d finition f wealth that are di cu ed h r in [i r 

mpl tene . sing a n oclas ical approach. Robin on 19 6 define v•caJth a the 
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command o er go d and crvice ; a d finition th t i not preferred due t th in bilit 1 

quantify command. noth r d finition i o red b 

that we lth is a ociated with w alth a cumulation 
and hneid r 20 I) "' ho opine 

\1 hen th r i a I ng-1 ting 

increa e in assets uch that a ings e. cc d di a in . Other holar rg 1974; 

Gib on & cobi , 2003) adopt an opportunit co t and di ounted c h flo\>\ D ) appr a h 

and dctin w alth as the pr nt urn that an indi idu I would , change for all h n v. 

that will b a ailable for futur consumption vithout a n e of lo or gain. Thu , th 0 r 

approach quat alth to th pre nt vatu of futur earning . B au f the diffi ulti m 

stimating the amounts and timing of futur cash n w a w II a Ia k of agreement on 

uitable di count factor. the D approa h i eldom u d in wealth aluation ·. 

Tr~ and chneider (2001 d fin incom as th t1 w ofre ourc s to a con umpli n unit in a 

gi en p riod. Thu , employ e earnings ar measured in term of di po bl incom that 

Hyman ( 1 992) defin s as inc me obtained by indi idual after d ducting per nal ta. c nd 

other non-ta pa ments to gov rnment. Papatheod rou (I 998 orr borat thi and argu 

that h u hold pr -tax incom compri in orne fr m labour, ntr pr neur hip, prop rty 

agriculture, social ecurity and other such a alirnonie , gift r mittance and imput d rent. 

Thi upp rted b go ernrnent r cords whereb th K n a Integrated Hou hold 

Budg t urv y (KJHB identifie the three main ource of h u hold income in Ken a 

salary and wage business income and agri ultural income (GoK 2007a). 

According to Ju ter. mith and taffi rd (I 999), a' in..,s rna be d fined a th algebrai urn 

f n w mane put into a ets plus net r paym nt of d bt obligation. Ho c r. at a per nal 

le\ I this d linition i rare! th r r r h r ( lau & cobic. 2002: Tracy & 

chn ider 200 I) appl th to k on pt and d fin a\ ings \Cf 

a gi n p ri d after adju tment for capita) gain . losse and n t tran fer . he me 

r archer follow th rea ning b) Ke nes (I 36) that inc m not on umed i av d and 

ad pt the more common! u d flow concept t d fin a' ing a the dir ct r 

re pond nts f eith r the ing it If or the difference b tween current dispo abl inc me 

and consumption xp nditure. In this ca e. a ing ar expr d a a p r entage of incom . 

L ayza hmidt-H bb I and rven (2000a) empha ize th c ntralit of aving in lh 

wealth a cumulati n proc ss and stat that th ri e in e tmcnt . Thi i under red in 

lea ing te tb ok ri man Hahn, I 996: R ille & Brown. 2000) and r inti r ed b 

Ameriks, aplin and Leahy (2003 who find from their r i w of T a her In unm e and 

nnuit As o iation- allege R tirement quiti un I A-CREF) data that hou chold 

4 



with a propen ity to plan tend to a hi e high r and ha more w alth. 

Th fl urth con pt that re uire larifi ation within th w alth p radigm i ime tm nt . In 

this regard an important in i ht i pro ided b_ Car b rg 1974) wh bserv that th mo t 

essential feature of in estment i that it in ol es the commitment of re ource that uld b 

used for current consumption re ults in benefit at a future date and b th outla and 

expe ted benefits do not always coincide. This iew is supp rt d b Reill and BrO\\n 

(2000) who d fine in estm nt a 'th curr nt commitment of m ne · for a p ri of tim t 

deriv future payments that will comp n ate the in e tor f r the time th fund are 

t d inflation and un ertainty of futur pa_ m nt · (p. 99 . he imp rt f the 

t to thi tud i that the in estment a ti it of employe i a ke pr e 

in informing th ir wealth portfolios. 

1.2.2 /lou ehold 'ersu Individuals a Unit of Wea/lh Analy i . 

At the mi ro le el. wealth i h ld b indi iduals or hou hold which GoK (2 3a) defin sa 

a group of p rson re iding in th same mpound, an .. ., rabl t the arne h ad and p ling 

and sharing resources for common pro i ion . A r lat d one pt i famil " hich re[i r to all 

p r on residing in the sam dwelling and are relat d by blo d. marriage r adoption, ( h n 

and Dunn 19 6: Modigliani & Japp IIi 2003 ). In thi tud , hou holds and famil are u ed 

interchangeabl as is theca e with most p r onal wealth studi . 

In ammon with rno t ocial. mi ro anomie and public tor mod I , p rsonal \\C lth 

tudi are ofi n design d using th hold a th unit f analysi . H \\C er. r c nt 

ob rvations indicate that thi approach uffer fr m a numb r of hall nge that are 

di , Further tail of th diOer n bctwe n h u ehold and individual a 

unit of anal is ar outlin d in App ndi I of thi tud . 

Fir tly hou ehold ha a definitional problem and are not alwa s stab! : th t nd to b 

am rphous and an d note one indi idual or famil rnemb r or an unrclat d group of 

p opt . In thi regard, h n and Dunn 1996) point out that the c m o ition. iz and 

structure of hou ehold ar widely b twe nand ithin so i t and o r tim . condl , and 

f mor concern. is ho to re ol e the conceptual i ue of the de ision-making pro e and 

pr [! rences f h useh Id . Wherea th neocla ical model trea a h u hold a a ingl 

d ision-making agent with unitar pr fi r nc , the more r ent coli clive mod I r ogm 

th rol of n gotiation . bargaining and conflict in th allocation of hou ehold r our c , and 
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call for the p cific inve ti ation and understanding f Lhe pr of intr -hou ehold 

distribution of re ources and t ks. The third i su r lat to out om ""h r in rc ar h rs 

argue that hou cholds arc intermediaries b tw en poli ie /pr gramme and targeted 

indi\liduaJs. or thi reason. anal e b don household are not preferred. 

The foregoing e tabJishes a ca e for a tud of wealth portfolios bn d on indi idual rather 

than households. This is bas d on the principal re on that individual ar th primar 

economic units; possess an unambiguous onceptual d linition· hav clearer d i ion-making 

m chanisms and ar usually the targets of policy. Mor over r ent upsurges in urbanizati n, 

commercialization and rapid industriaJi ati n have gi' en ri e to a I rge numb r f employe . 

who compri e a p ial group f indi idu Is a e plain d elo . 

1.2.3 Employee in lhe onle ·t of Wealth Holding. 

Employees ar widespread global phenomenon mainly due to p ialization nd di i ion of 

lab ur the cr ation of larg - cale enterprises folio' ing the s cond indu trial rc olution 

b tween 1 870 and 1930, and the ub quent ri of th nt 

advances in technolog and gains of economic de lopment ha e led to rna si e automati n 

of primary production which has r placed most unskilled worker . An imp rtant outcom of 

th abo e i Lh r ation of a large and critical mas of a human re our dre ompn mg 

office and fa tory worker , administrators and xe uti es who are paid alari for their 

rvice . Thi group of service pro id r i knov n a alaried em pi ee . 

For the purp es of the curr nt study, . alar is imp rtant becau it comprises the large t part 

fan emplo ee' income ( oK, 2002) for con umption e. p nditur and a ings. Whit t 

a ings form part of an emplo ee· ' ealth portfolio nd rna} b u d to fund inv stm nt, th 

p t ntial str am of earning from future alar unique! important, pecially in 

en irorunents of Jo, a ing and borrowing constraint in that uch sa ing can be u ed to 

I erage on redit financ for wealth reation. 

1.2.4 Key Ob ervation Ba ed on the 'onceptual Reliew 

The foregoing conceptual re te bring to for a number of ju tification for tud ing the 

wealth portfl lio of emplo . Fir tl , lit rature indicate that personal wealth h Ips to ev n 

out con umption b in ulating hold r against adv r e v nt u has illne , un mplo}ment 

and age (Da ies et at.. 2007 . Thu . ngen, Gal and cello (2004) argu that '' alth i a ke) 

nabler of n umption e p ciall in retirement in that before retirement. con umption may 
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b financed b} mployment amings, ac umulated as et . or inh ritan e r ei\' d. v.herea 

wh n in retir ment. personal n umption is u uall finan ed by et ac umulatcd earli r 

and annuity in orne from ocial urity and p nsion . 

h cond justification for tud ing per · nal wealth i offer d b} utt r. o and Montalt 

(1999) who opine that\ ealth increase the ability of h u ehold to deal with financial hock 

of disability or death of a k income am r. This 'ie\'- i upport d b J filgert and II rgarth 

(2003) in their ob er ation that wealth b to\ s to a h u ehold a lc el of finan ial urit} 

that nable it to contribute to thri ing cornmunitie and thereby fi ter communit conomi 

de elopm nt. P rsonal wealth therefore, yields positi beha ioural outcom that irnpro\e 

th well-being ofthe holder and wid r 

n the suppl ide it i important to note that r c nt dcr gulation and finan ial 

lib ralizati n ha e pro n umer and in stor v.ith a wide n umption and 

c mplex inv tment choice . When th e choices are combin d with the em rgence of the 

equit) culture, the result is that planning for con umption and in stment ha b orne a 

r lati ely complex acti ity Poterba, 200Ia). Thi i h ighten d b th _007/2008 glob I 

financial cri i that has led t mas iv ero ion of a et pric s and substantial decline in 

in e tors' wealth. II the e und rscore the need to und rstand pe nal wealth rtf~ lio . 

R ting on th famil life c cle, th current trend of an ageing p pulation along id r du ed 

go ernment support for pri ate con umption ha a1 o put into focus the n d to examine 

p rsonal a ing b ha iour and under tand people's -.v alth portfi lio (DeVaney & hir mba. 

2005: Leigh. 2006). I o, this issue ha a umed m re ignifican c n th realisation of th 

failed traditi nal view that r tir rn nt in orne an b full cone ptuali d as a three-legged 

fool comprising slate ·o ial ecurity y tem, employer pen ions, and pri,·ate aving ·. 

n equ ntly. the re ear her all for the fourth and fifth leg t supp rt r tirem nt inc m (I r 

u t nan e f c n umption and tandard of living t th pre-r tirement le ct. 

Regarding adequac of retirement income, an i u that has re eivcd wide att ntion re ntl 

is whether the large number of p ople on the ,, rg of r tiring will ha e nough re our to 

li eon comfortabl in their r tirement. In th , for in tanc , the old r bab) boom \\ho 

'ere born b tw n 1946 and 1954 ha 

b tween 1955 and 1964 ar ne. t in line m 

o er the financial ne d of longer li ing citiz n g1 es n t th fourth leg that r f r 
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earning generated from p r onaJ in e tm nt . Thi th r [! r implic · n d to under and 

P r onal wealth portfolios whi h general the e in tm nt arning . 

inally studie in traditional i ties in frica and ia ugge t the c i t nc of a fifth leg 

t support retir m nt income in the form of bride wealth and domy. Hooge en 2000) and 

Maitra (2007) in th ir examination of th role of bride wealth as a ource of retirement 

income fmd e id n e to ugge t that it (brid w alth) may pia an important role in prO\ iding 

uch income to rural folk. on the! s, this form of wealth lie out ide the · op of the 

current study that focus s on alaried mplo ee · a group that i unlike! t dcri e izablc 

income from rural crop farming and animal hu bandl). and would m t probabl) b " orking 

in the urban formal sector. 

With resp ct to per onaJ wealth portfolio . a recapitulation of the four con p of \V alth. 

income sa ing and im stment as well a emplo ee help to provid a po ibl dir tion 

for the current tud . Fir tl , an anal based on the int r-t mporal con umpti n-saving 

choice deci i n of the inve tor emerg key for th tu( . Thi reasoning ugge t a k y 

role for the lifi -cycle h pothe i (L II ) as propos d b Modigliani and Blumberg 19-4 , 

where age i deem d as th mo t important fact r in informing personal in orne sa ing , 

consumption. and h nee w alth. S ondly. a further analy i i r quired that i pr mi on 

a ssing in c tors allocation of re our es among alternati a et in th inve tment 

process in order to rna imize wealth. hi reasoning sugg t th n d to appl modern 

p rtfolio th ory (MPT) as propo d by arkowitz 1952). noth r a p ct th t m rge i th 

n ed to re gnize the uniqueness f in e tor and h w thi impa t income generation, and 

aving and in e ling proc s e in arying en ironm ntaJ condition . Thi dim nsi n allude 

to p ycho- ocial issu s and ugge ts th need to con id r orne of the und rlying behaviour I 

aspects that c uld inform the holder wealth portfi li 

1.3 Per. pective of Per Ollal Wea/1/t Portfolio 

The key mile tones in the historical d elopm nt f thought and knO\\ I dg on per n I 

v ealth p rtfolio are di cu ed b low. hi i d n through a rief re ie' f th under!. ing 

th oretical framework and the emironment in \i hi h w alth i built and held. 

1.3.1 A ontextual View of rudie of Per onal Wealth Portfolio 

A common feature of de eloped ountries is th good tandard of li\ ing enjo ed b} it 

citizens on ac ount of high Ie Is of income , on umption and wealth holding. Thi 
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upported a stem that deliver IO\\ unemplo} ment rate . high u at ion 1 , 1 , 

functioning in titutions and table politi . u h untri mbr hi h te hn 1 g) 
10 

infonnation, communication and produ ti n to r due tran acti n co t and enabl 

production pro es t flouri h. Am ng th rs, th feature creat en ir nment that re 

supporti t in e tment and creation of ub tantial per n I w alth. Thi antra t harp!_ 

with the ituation in low income de eloping ountri hown in pp ndi. 2. 

larg proportion of the inno ati e approa he to th tud o p r nat wealth p rtf~ lio 

was identl. original d in the . thcreaft r pr ading to oth r d \elop d untrie . 

According to Torch and pilerman 2007 . recent lit ratur on per onal ,, alth portfi lio in 

thes ountri entered on three a p ts. The fir t ar d ripti c tudi s f ''ealth 

holding; the s ond are in estigation into th detenninant · of hou hold "' ealth 

accumulation and parentaJ moti e in ma.ldng wealth trans[! rs while the third is th fleet of 

household wealth on arious outcom mea ures. om k y element in th e studic are th 

circum tance and the underlying th ories that are appli d in the tudy of p r onal w alth. 

Litcratur re iewed how that th earlie t mi ro-le el studi on p r onal ~N alth wer 

inform d b theorie on aggr gat on umption, a ing and in c tmcnt that ar tra ed to 

mid 201h entury. Thu . Keyn s ( 1936) propo ed th Keyne ian th ory to xplain the 

b havi ur and determinants of con umption and su ge ted that con umption e p nditure i a 

stable function of curr nt dispo abl income and that a ing dep nd ' holly n incom . 

Building on thi th ory. the relative income hypothe i · of Due nbcrr ( 1949 sugg t d that 

p ople are cone rned about r lati e and not ab olut con umpti n. signifi ant r -

ori ntati n was lat r pro ided b the LCH of M digliani and Blumberg 1954 . ' hich 

ernpha iz d the rot pia ed b ag in d t rmining on umption and wealth holding. Thi new 

thinking was arnplifi d b the p rmanent income h pothe i f Fri dman (1957 " bich 

suggest d that the r al determinant of con umption and aving i lifetime rather than 

tran itory income. mong the e thr c the L H ha gained wider acceptan e and ha be n 

u d ex ten i el to tudy the ize and campo it ion f p r anal wealth with re pe t t age. 

ontemporaneou I researcher ere focu ing their att ntion n a t-pri ing in th 

had et ut to pr rib ho in estors hould structure th ir in e tm nt on th ba i or 

exi ting n o Ia i at fram works to a hie e optimal w alth p rtfoli . Re arch in this ar a 

lima d in th fl rmulation of th modern port olio rheOIJ' MPT) b) fark \\itz (19 2 

whi h has ther aft r b en u ed id Jy b economi t and finan tudy per onal 
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wealth portfolios \vith emphasis on ho' in e tors optimi th r tum nd ri k relation hip of 

their as et portfolio b diversifying their in tment . Th pr ription fr m a theor ti al nd 

tn e tm nt ad i ors persp cti is that the portfoli of" lth maximi ·ing in e tor hould 

b full. di r ified. hi aid, di u ion in hapt r · wo urpri ingl ho\\. that mpirical 

e idence i not con i tent' ith theory. 

According to Guiso et al. 2002) p r nal wealth tudie in d el pcd ountri hav 

recei ed a big boo t from the institutional bange that oc urred in th later part of the 201h 

Century. irstl the pri atization of stat corporation and ac ompan rin in tituuonal 

reform re ulted in a larg increa e in th upply of in e tment opti n . condl) publi data 

on per nal wealth from national balance sheets. me ta; return . and 

national ' ahh urv pr ided u eful inputs for ,. id r and mor comprehen i e em irical 

tests. hirdl . tb lib ralization of finan ial and capital mark ts the rcmo al of barri r to 

trade a w II as th increa e in product offering su h as hedg fund and dcri ati e . 

resulted in widened in e tor choices and made in esting a demanding and important ti it 

that r quires an objecti e professional approach. orne key outcome of all the e change are 

that p rs nal wealth portfolios ha e r c ntly becom larger in monetar alue wider in th 

range of a s t held and more compte in design and managem nt (P I rba 200 I a). 

From a family lin - ycl p rspe ti e. the ageing population in de el p d countri ha 

significant implication on the adequacy of personal wealth as a our f incom to upport 

consumption in retir ment. The commonly used me ur for the ad qua y of per nal wealth 

is the r placement rate. which Munnell t al. (_006) d fine a the p rc ntage of a per n' 

inc me in r tirement to the pre-retir m nt income. wing to its in r asing imp rtan e and 

r 1 an • most re nt tudies on p r anal wealth ha c extended their ope to , amine this 

em rging con pt of r placem nt rate. 

T chn I gical ad ancements in c mputing ha e had th ir imp ct n per onal wealth tudie 

as " ell. Thu . dating ba k to th 1970 , re arch u ing empirical data n personal w alth ha 

employed ne,. I -de el p d and m re advanced anal ical method . In this regard. logit. tobit 

and pr bit regr ssi n and multi ariat analy e ha be n appli d ''idel to r formulat 

e i ting wealth p rtfolio mod I and pand lh und rl ing theori s with a te 

impr ing their ffi a . 

La tl , some key c n ems ari ing from per nal w alth stud ie r quire pe ial m ntion. 
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The e include findings that: i durin_ their working li e. p opl d n t a"e n ugh fi r their 

con umption needs in retirem nt Mitch II Moore 19 7 , (ii) imilar household app ar to 

rea h r tirement with ery different w alth I el ; (iii) in 

contrast with xpe tations of rational im trn nt th f). Bank and mith _ 0). King and 

Leap ( 1987), e rgarako 2 02) and oth r find that personal weaJth portfolio· tend to be 

simple and undi er ified. Th import of the de iation f the c findings from c n ention, 

coupled with portfolio di er it . imok th n ed for converg nc f di ipline in th 

examination of wealth portfl lios. Con equ ntly a number of re arch r in th 21 1 ntury 

ha e argued for the adoption fa multidi ciplinar approa h to und rstand per nal wealth. 

De eloping countri s including formerly ommunist untries in tran ilion, p rtra) a di tinct 

scarcit of information on per onal wealth. orne fi ature that rna ha e profound impact on 

p r nat wealth are di cu d her under u ing th EPI TEL fram work of n ironrnental. 

political informatic so i logicaJ t chnologi al c n mic and legal tern . 

he d rnand id of wealth creation i haracteri.G d b low in m . high p \erty le cl , 

little education, and limited finan ial kn wl dge among majorit of the p ople ' ho ither 

li in rural area or are mainly engag d in the informal ector. Thi ha a negati impa t on 

a ing in stm nts and weaJth holding. The uppl ide of ' aJth cr ation compri e 

un table p litic , weak finan iaJ 

with a si, ar annual a erag to 2 9 of 10 % per CBK (2010. 

un ertainti s, the e fa tor t nd to damp n " ealth holdings. ible imp diment t 

w alth holding that ari from underde lop d tr ding yst m i a ar it} (Tor he 

pilerman. 2007). Thi situation i ompounded b the fact that trading in hares i n 

ommon, ' hile real state may at not be widely held due t Ia k of uitable indices and 

in estm nt trust . It can ther for b inferr d that in tment and larg wealth portfi li 

would b on trained b the unsupporti e d mand and supply condition . 

The other k y issue i th ab en e of tudies on p r onal \ ealth in de loping countrie . fhi 

i partl e plained by the unfavorabl in estm nt n ironment noted abo e, and th Ia k f 

r liable per onal wealth data Da ie & horro k . 2000 Guri e & Rachinsk . 2006 . 

According to Tor he and pilerman (2007) th fe, tudie on w aJth portfolio in 

de eloping ountri personal wealth with producti e r u h a 

apital: ad finition v.hi h n ptuaJly c ntras harply 

with that fi r de elop countri v h r as et r fi r onl t material item . on quentl .• 
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P r ona1 w alth tudi in de eloping ountri are ant and ar u uall g ared toward the 

mea urement of w alth and it ffe . r th r than un r tanding the natur and d tcrminant 

of th wealth port oli . Thi is a significant re ar h gap. 

In Kenya, the in e tm nt climat i ad r ly affl t d b un ·table politi s n c ount of a 

na ent multi-part d mocrac and a non-coh iv multi-ethnic nd multi-r ligiou 

mmunity. Oth r hallenges to in tment in lud a et car ity. Ia of financi 1 

ophistication, lo lit racy und rd elop d in titution an inad quate r gulat ry 

fram work, double-digit interest pr ads a well as a weak on mi ba e f ime t r du to 

low incom 1 Is. he drag caus d b low earning i aggra at d b an age d pend n rate 

of 77% GoK. 2008a). Gi en thi ituation which is t pica! of a low in me d eloping 

ountry. a study of per onal ealth p rtfolios in Ken a is xp ted to i ld n t knov .. J dge. 

1.3.2 Wealth Portfolio of Employee in Kenya 

Th e olution of p r onal ealth p rtfolios in Ken a i lo ly ti d to th countl) · 

de elopment xp rience. om k y elements that ha infi rm d gov rnm nt poli ) and 

haped the countr s institutional arrangements omm rce and the ndu t of per on 

include the colonization of K n a in 1895· the attainment of independen in 1963: and 

Kenya's 

Planning. 

Paper no. 

e ional Paper no. I 0 of 1965 on Afri an ocialism and it Application to 

ther are the tructural djustment Programme ( Ps) in earl 1980 : ton 

f 1986 on Ec n mic Manag ment for Renewed Or wth; the conomi 

Recovery trat g ( R ) for mplo m nt and Wealth Creation of 2003: and the K n a 

Vision _030, th countl)r's current long term devel pm nt plan. 

/ .3.2.1 Evolution o per ona/ wealth portfolios in nya 

sing K n a political and n mic p rforman a a ba is of peri i ati n. r s ar ·her 

M'Amanja & Morri e , 2 5: Mwega & dung'u, 2002; du lu & 'conn II, 200 ) 

i ntify four major periods: (i) pr -independen p ri d to 1963. (ii) p t ind p nd n 

period f improving economi performan e fr m 1964 to 1974, iii) relativ poor 

performanc period from 1975 to 2002, and i") a reco ery pen d from _003. Thi 

periodicit is anchored on io- anomie de elopm nt that inform the personal w alth 

portfolio and the wealth accumulati n proce in Ken a. In this stud . fi ur major pha m 

thee olution of per onal " ealth p rtfoJjo in Ken a ' r identifi d. Th in Jude: (i ra -

ba d land, li e t ck and crop "' alth holding b tw, n 1895 and 1967: (ii mon ti ati n f 

ealth h !ding from 1968 to 1 6; (iii) di ers and broad form of alth holding fr m 
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1987 to 1997· and {i ) apital and mark table form o \\ealth holding fr m 1 98 to pre ent. 

During the colonial P riod, the K n} an c nomy v.a tru tur d to produ gricultural rav. 

materials for the British indu tries through few larg - calc v.hit -own d farm and man 

mall-holder crop fi nning b Afri ans b rves the white farm rs 

were wealthy and op rated within the mall and limit d form onom . the fri an "ere 

poor and concentrat d in the non- a h onomy. finan ial st m Ja k d mon tary 

independence there was little mod m mmerce and indu try, and h n n Jigible ormal 

mployment. For thi reason personal w alth for th Jar cl rural Afri an population wa 

held in the form of ommunal land. farm animal and agricultural produ e. Thu . in the 

p riod to 1966, " h n the Central Bank of Ken a B ) was t up. th typi a1 .. alth 

p rttolios may b de crib d as race-ba ·ed land and live lock and crop l-vealth holding. 

In line with es ional Paper no. 10 f 1965 the n '"ly-ind p ndent nati n adopt d a 

go ernment-led d lopment paradigm with thre major poli thru Kim n i, _ 07). Th 

fir t was to encourage th r distribution of large agricultural e tat to small holder and '' ith 

upporting farmers' cooperati e o ietie to purchase land from White cttlers market th 

produce and pro ide farm input and credits (Mwega & dung'u, 2002). he second thru t 

invol ed .. ide government control who e epitom w a high level of indu trial protection 

to encourage local production for e. port. The third wa the ncourag m nt f aving and 

capital accumulation. This re ulted in heavy in e trn nt by the go emm nt in the frnan ial 

ector such as the tting up of the entral Bank of Ken a in 1966 and the establi hrnent o 

veral comm r ial bank and de elopment finance in titution . 

The policie ad pt d in the tat 1960 were large! u ce ful and enabled the onomy to 

undergo a stru tural transformati n re ulting in r markable gr \\1h in indu try and 

agricultur , r port IFC and ntral Bank of Kenya 1984). xpansi n f h crop farming 

and primary pro e ing of agri ultural produce al en bl d more Afri an to participat in 

the cash conom leading to in r a ed mplo m nt of alaried emplo and a ri in urban 

populati n. The financial ct r respond d with th growth of a wide banking n tv-. rk. 

farmer-ba ed agricultural marketing oop rati • v rk r ' a ing and redit o-op rati 

ocietie ( A and in uran e companies. he 

p rsonal as t in the form o bank account ; 

polici s. ln th twenty ears to 1984. ACCO 

bank deposits and wage employees doubled in th 
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betw en 1967 and 1986 ' a hara t riz db. monelization of~realrh holding . 

The third pha e in th volution of p r nal w alth p rtflli was b t~cen 19 7 and 1 7 

"' hen li rali ation led to pri atization of e era! tat ompanie , har no tation a v.ell a 

introducti n of nabling institutional refi rm in th banking 

in urance and pen ion . Between 1975 nd 1979 the untry e, p ri need a Iarg balan c f 

pa ment problem. while e port and pri at in tment fill due to a c mbination f high 

oil pri , world infl tionary pr ur and a failur of th ountry' import ub titution 

strateg . Development ag n ies r ponded by sugge ·ting p Ii ' reform etwe n 1 and 

1 90 that were tied to aid conditi nalitie under the tru tural dju tm nt Progr mmc 

( AP ). These r fom1 ' ere aimed at influ ncing rc our e allocation thr ugh market for 

and downsizing go rnment thus le ding to liberalizati n of the finan ial markc 

deregulation of tcrnal trad freeing up of control on for ign e chang and apital a · unt, 

fre mo ment of go d in the dom ti market a w II as decontr I of dom sti 

dung'u. 2000 . Regr nab! . Kim n i _007 p int ut that the e p li . 

bring about the anticipated growth and in tead I d t in pov rt ' r t . 

and unequal di tribution of income . 

orne of the maj r in titutional r form during thi period w r the ena tmcnt of the 

lnsur n e Act, 1987. the stabli hm nt of the apital uth rity ( M in 19 9. 

relaxation of perm itt d ownership f I al compani , and th con er i n of the th n airobi 

to k · hange into a company in 1991. hese refi rm mov d in tandem with g ernment 

priv.ti ation programme of stat ent rpri e starting with the al fit 20% take in Ken a 

ommercial Bank in 1988. Con u ntl , trading in hares and b nds in th sto k change 

incrca ed. Thus, li t d hare . bond and life a uranc policies emerg d a ignifi nt new 

form f per nal in tment . dditi nail . th na tment of the Retir ment B n fit ct 

( 19 7 brought order in th pen ion tor. I ading to an in r in member , p n ion 

contribution and r tir m nt a et . fh period 19 7 to 1997 wa · thu hara t ri7 d b 

diver e and broadform ofwea/th holdings. 

Th institutional r form of th 1990s in rea d th aYai1abilit and tradabilit f ·har s. 

tr a ury bond and prop rty, thus leading to th r urth pha e in the vo1ution of p r nal 

wealth. Furth rm r . th R K. 2003b) pelt out pecilic m dernizati n l1i rt . 

in Juding )0\i r int re t rates. prud nt ontrol v r go mm nt nditur , publi en I 

r r rm. pe iall through p rformance ontra ling and trat gi planning \\hi h pr \ided 
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further imp tus. It mor ambitious uc sor th i ion 2030, has a I nger tim pan and 

build on these solid foundations. Vi ion 20 0 i e. p ted to lift Ken an citiz n t higher 

tandard of li ing. through impr \'ed pr p rit , b ed on high in orne nd w alth. 

A k y b neficiar of re ent polic thn1 ts was the r O\ ery of the prop rt)' ect r I ading t a 

boom in urban residential houses duet \! ider availabilit of term loan at lo er co t a \.\ell 

as go emm nt polic in upport of housing. Th result i \o\ider own r hip urban hou b 

employee through bank and 0 loan uch that the contribution f hou ing own r hip 

and dwellings to GOP rose from 7% in 1984 to 23% in 2007. I o, the introdu tion f 

ele tronic trading in shares in 2006 and u cesse f initial public offers further p pulariz d 

in e tment in li ted shares b indi' idual . Consequ ntl , the wealth rtfl lio of lari d 

emplo ees are likel t in Jude urb n h u ing list d hare , and r tirem nt t • which arc 

hereby called capital and marketable }. ealth portfolio::;. eful data on the we lth 

portfolios are pro ided b reports in GoK (2003b) and household urveys ( oK, 2007a· 

G K, 2007b) a v ell a ctor portfolio positions a shown below. 

Table 1.1: Compo ilion of the A t Portfolios of th P n ion ector in K n a 

Decemb r 2010 June 2011 M n 

p r nt of total alu P r c nt ft tal , ·alue % 

Gov mment Sccuritie 32 33 -:-r 
Quoted Equi ti s 29 26 27 

lmmo able Prop rti s 18 18 18 

Guaranteed funds 7 9 8 

Corporate Bond 5 4 4 

Fixed Deposit 4 4 4 

Cash 2 I I 

Off: hore 3 4 4 

Unqu t d Equitic I I I 

T1 tal 100 100 100 

Source: Retirement Benefit Authority (2012) 

Table 1.1 hows that the pen ion ector asset p rtfolio are dominat d b ' gov rnment 

curitie and quot d equiti ; ac ounting for 60% of the in tment . Additi nail · th 

Retirem nt 8 n fit uthorit (20 12) how that th ational o ial urity Fund 
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accounts for two-third of lh as et \\'hi I th 17 r gi t red l".unds ak h , •' m up t r mamtng 

one-third. These assets amounted to h 471 billion inJun 2011 and w re 1 %of the OP. 

Table 1.2: Composition fth sset Portfolio of nit Trusts in Ken ·a 

September 2009 Sept mber 20 I 0 \If can 

Per cnt of total alue Per cent of total alu % 

Ca h and Demand Dep sit I I 7 9 

Fixed Deposits 18 26 22 

Trea ury bills and bond 17 IS 17 

Corporate bonds 10 2 6 

Commercial paper 0 7 4 

Quot d Equities 38 39 38 

Other Unit trusts 3 0 2 

Off hore in e tment 3 I 2 

ToLal 100 100 100 

Source: apital Marker Authority, Quarlerfy Statistical Bulle/in 

Totaling hs 25 billion in ptember 2010 the as et portfolio of nit Tru t in K n a were 

dominated by quoted quities and ca h/bank deposit ~ all of which a count d for tv o third 

of the asset . As e p ted the p nsion ector and olle tive in e tment cheme haY nil 

holdings in SACC , ' hich ar p ifically for indi iduals. To om :<tent, th a et 

p rtfl li s of in titutional in e tor pro id u eful t lized fact n the omp nent f 

per onal wealth portfi lio in Ken ' . How er th portfolio mi rna ' not be typi aJ fi ran 

indi idual in estor who i not a profc ional wealth manager. 

1.3.2.2 Employee in Kenya 

In Ken a emplo 

hows that emplo. 

form an e nomi all significant group. r in tance, G K 1998 

supported ab ut n thjrd of all the countr h u eholds. ompri ing 

a ut 5% of th K n a' population in 2008, their employment income accounted fi r about 

on -third of the country· Gro Dome ti Produ t (GOP). l o, oth r publi ation ( BK 

2009) show that alari and v ag paid b the hequer compri d about one-third f 

r current e penditure in 2008/09. A us ful insi ht i gi n b th Report of 1 9 
1
99 

Jnt grated Labour or e urve ILF where G K 2003a cia ilied empl . ed per n in 

K n a into two. The fir t catego ar those in p id mplo rrnent. \\-hile the econd gr up ar 
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tho e in elf-emplo m nt (i) who ar ith rat v ork for profit or family gain in a h r 1n 

kind and (ii those with an enterpri but not at work. 

Kenya's tatistical Abstract of 2009, (GoK, 2009a how that emplo c ' alarie in Ken. a 

are low. he hjghest earner at mor than h 30,000 p r month were 3.6% of the total while 

18% earn d between hs 25 000 and 29 999 and 21 % e med b tw n h 20.00 and 

24.999. The majority 58%, earned b lo'W h 20.000 monthly, and rna b unable to ·a c for 

inve tment from their alaries. u ntly. a ·tud of th \\ealth portfolio II 

employe rna be conceptually flawed. hi called fl r le ting employe for thi tud on 

the basi fan objecti e criterion. Th an wer to thi que ti n i pro idcd b lit ratur on 

ocial tratification that uggests that the most common Ia sification i a hi rarchical lru -

based partitioning. In thi case. the anal si by Warner M ek r and ell ( 1949) of m ri an 

so iety into upper. middl and IO\ r class using so ial anthrop I g otTer the be t 

taxonom . Literatur shows that thi cia ification i comm nl d med to b pr perl 

r fleeted b) people' in m . wealth and ccupation. 

In order to maintain con istenc "'ith go rnment reports. th urrent stud u ed th 

clas ification de el ped b KNB bas d on the 1993/94 Urban Hou hold Budget urvey 

(UHB ) that was u d to compute the onsum r Pri c In ex ( Pf) in 19 7 GoK. 2002). The 

CPI computation whi h simultaneou ly employed hou hold exp nditur and in orne data 

appli d the commonly-u ed basis of lower middl and upper income clas ificati n f 

households. The r p rt conclud d that ·the anal i howed that thcr were er few 

hou hold in the upp r income gr up and so th middle and upp r in mew r ombin •d' 

(Ibid p. 41 . Con qu ntly the sun. y grouped urban hou eholds into two: lower inc m and 

middle/upper income. he middl /upp r in om had a I w r cutotT p int of a gro month! 

incom of hs 10.000 and account d for 20% of urban hou ehold , hile the lover in om 

group made up th balance of 80% f the hou eh ld . 

ubsequent and r lated tud by KNB using th KIHB 2005/06 data (GOK. 20 7b 

pro id new in ights. U ing this data, an accompan ing rep rt one I udes that " ... in th 

2005/06 surve . th income group in airobi c mpri ed hou hold "vith th fl llo'Aing 

month! income: low r income gr up. b low h 23,670; middl in me group. betwe n 

h 23,671 and h 120,000; and the upp r income gr up abo h 120,000' GoK, 200 b. 

p . This grouping ielded the foil ing proportions: I wer income h u hold were 72.1 %: 

middl income household compri ed 24.1 %. hjJe upper in om h u hold ,.,ere . %. 
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hu , the combin d total for middl and upper in om hou chold wa _7_90/0. rhi · in orne 

cia ifi ation ha b n adopted a th nati naJ basi for b th h u hold and indi idual m 

Kenya. and at the tim of arr ing out thi tud , thi 

r portedinBu ·ine Dail (4th Mar h.201 .p.l,4 per pp ndi 3. 

While the abov at gorization was for airobi h u hold nl , it pro id the lo st 

income-based clas ification of mplo i particularly u eful be aus 

the KNBS annual salary data doe not ontain sum i nt detail: aJI mplo ee rning 

hs30 000 and abo e ar lump d tog th r. Furth rmorc, it i in tru ti that Ken a· 

Mini tr of Labour, th F derati n of K n. a :mployer ( K 4) and th ntral rgani ation 

of Trade Union COTU) ha e adopted the K B hou hold in me-ba ifi ation for 

employees a well. or th rea on . thi tud ad pt d the K d income 

classification which i regarded as the official position of lh ov mment f K n a. 

The analogy d s ribed abo e enabled the research r to Ject middl and upp r incom 

employees a the target for thi tud ; a siz able group v.-ith r a onabl in me t ave and 

in est. Furthermore, the 1993/94 nation-wide survey indicated that middl /upp r in orne 

household compri ed about 20% f the urban population, whilst the 2005/06 tud 

that they compri e 27.9% of the airobi urban hous hold . On these pr mi cs. th subje t 

of this tudy w re about one-quart r of the population of alaried emplo e and ther for . 

were expect d to yield important I on to inform r ar h, practice and p li 

Other reports pro id further upp rt for using alari a the basis of Ia ifi ation in thi 

tud . Th urve · of 4 800 famili in all urban ar a in 1993/94 (0 K. 2 2) how d that 

employment in orne is the larg t sourc ash alary a c unted for 73.4%. 

employm nt income in kind 3.8 %. bu in s in om 18.8% v.hile pr pert)' and tran 1i r 

income a c unt d for 4%. imilarl , GoK ( 1998 r port th t for th ur an non-poor. \\ho 

are surrogat for middl and upp r income empl 

79% of hou hold incom , h r bu ine income w 

mplo ment arning ac aunt d f r 

14%. Thi tr nd i r fleet d in 

Republi of Kenya 2006) whi h on ludes that · n averag , combin d all wan e in the 

public rvice ac unt for ab ut 2 .6% of a erag m netar compen ation. and alari fl r 

71.4%' p. I 4). uch e iden upported locatin thi tudy on salari d middle and upp r 

income emplo es in Ken a. 
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1.3.2.3 tylizedfacts about employee ' wealih porrfolio in Kenya 

The foregoing yields some key fa ts on the wealth portfolio of emplo in Ken a that an 

be broad! generalized as di uss d below. How r. in the ab enc f mpirical p r onal 

w alth studies in Ken a thes st lized facts are drawn largely from rna ro-level id n e. 

Folio ing financial s tor reforms and lib ralization in the 1990 . finan ial w alth hi h 

comprises bank accounts, life assurance policies p nsion ch m ass t , equitie b nd . and 

cooperativ shares are nontri ial v eaJth components. Howe er, capital mark t wealth that 

includes quoted equities and corporate bond is held b ft emplo e s and compri s a small 

proportion of their wealth portfolio becau e significant public issue of hares and bonds. a 

well a el ctronic trading are a ery rec nt phenom non in K n a. ooperati e shar are 

widely held by emplo e primaril as sa ing and collateral instruments. 

Salaried middle and upper income emplo ees who have the benefit of ub tantial 

employment income and considerable literacy are inclined to ha e comple. wealth portfolio 

whose obj cti ity and sophi tication are constrained b ass t carcit and lack of market 

return data on all ass ts. The earnings data on cooperative hare and prop rty are, for 

instance, not publicly available. These stylized facts beg the question of portfolio 

di er ification. 

A point of concern though is the reported low replacement and pension participation rate m 

Kenya wherein The Ea 1 African January 8 2007 quotes an unpublish d World Bank stud 

indicating that retired Kenyan workers are likely to face abject po rty becau e the pension 

paid are too low compared with their consumption needs. lt add that the monthly pen ion 

benefit for thr -quarters and one- half of retired ci il than 16% and 8% of 

their pr -retirem nt alari s. resp cti el . I o Retir ment Ben fit Authorit (2006) report 

that pension rec ipts in the pri ate ctor are about _0% ofm mbers· pre-r tir ment incom 

and that only 15% of employees are m mber of pen ion ch me . Thi i corroborat d b 

GoK (2007a) whi h reports that onl 11.6% of urban hou ehold recei e pen ion in orne . 

The combination of se era! em rgent a set typ and young in titutional tructures in a 

liberalized market eng nder con id rable portfolio heterogen ity among mplo e . The 

extent of this ariability the earnings potential of th se wealth portfolio . and th underl ing 

fun tiona! relationship with the\ ealth det rminants. ar not known. 
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l.4 Tlte Re earcll Problem 

The arch for ufficient p r anal wealth t nable and u tain con umpti n at I v 1 th t n 

sustain acceptabl standard of li ing i a goal that i pur ued b mo t indi idual , 

hou holds and go ernments. hi all for high growth in net a •t b through trat gi nd 

obj cti e goal-<>ri nt d p r nal inve tment to le erage finit r urce . F r thi to happen, 

in e tor n l onl require an enabling en ironment but al o ne d to appr iat the i;c. 

optimality and the arning p tential of their wealth portfolio . In addition. the abilit of 

in e tors to enhance their wealth i help d if the under to d h v. their p rsonal attribute 

influence their ealth. In K nya though, ther littl appre iati n of the n tur., 

campo ition, size and di er it of the ealth held by al ri d mpl ee . Be id , th 

determinants of p r anal wealth ha not been empiricall tudi d. hi inopportune ituation 

may partl be plain d b past d elopment orientation tov. rd po crt r du tion whi h 

re uhed in num rous po rt ·urv and tudies and negligibl id n - bas d information 

on wealth for u e by in stors. ad i r and polic mak r . 

Based on the foregoing, three main resear h issues m rge that thi tud ddr . The fir t 

relate to the structure of emplo e · p r onal w alth p rtfolios, the econd one rn th 

wealth adequa , whil the third addr s the fun tion I r lati n hips b tween empl ee • 

w alth portfolios and th ir per nal attribute . 

In ord r to grow personal ' eaJth, PT recommends that \\ealth maximizing in e tor h uld 

hold fully diversified portfoli s v.ho mix should appro imat the market portfoli . 0 pile 

the attractiveness of this strat g tudi from de elop d c untrie indi ate that p r nal 

w alth portfolios tend to b imple and undi ersili d. nfortunat ly, u h p rtf lio 

nstrain wealth growth: a situation that could be w r in a lov -inc m de loping ountr • 

lik K nya due to an unfa ourabl em ironment and ant a t data. Th for going implic 

a n . d to amin th mp ition of th ' ealth p rtfl li r alaried middle and upper 

in om emplo e in Kema and a ertain \-\h th r th ) r di cr ified. 

The lack f studi s on p r onal ' ealth make it ditlicult to ertain the ad quae of th 

wealth h Jd b mpl yees to support their consumption need whil f 

major cone m becau in d elop d countri indicate that mplo ee wh ar' a ut 

t retire do not ha e ad uate wealth. In Ken a high d pend n rat . lo\ repla m nt 

rate for hou ehold and p r p n ion participation rat ompound thi i u further. 
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The pur uit f enhanced wealth p rtfolios is harnp r d b ' little do urn ntation n th 

functional r lation hip between p r onal ealth and it k y d t rmin nts. Th abs n c f 

such know! dg put in e tor at a di ad antage in th ir ITort t tru tur uperi r ,.., alth 

portfolios that ar anchor d on b t pra ti e. Lik wi , p li maker and pra titioncr are 

unable to as i t inv stor in thi ur . 1 he n d to under tand the d t rminant of , ealth 

portfolio i fu.rth r cc ntuat d b un upp rti e per onal and en ir run ntal fe tur· th tar 

peculiar to de loping ountri . orne of the e in lud : inadequate official dat n 

narrow cop fin tm nt option , minimal per onal " calth a umulation culture, ext nded 

family dependen terns and low incom s. 

1.5 Re earclt Questions 

Anal se of the i ues p rtaining to th r search problem ntailed inquiring int th [I llo ing 

fi e k y que tions: (i Ar th wealth portfolios of alaried middle and upp r income 

emplo ecs in K nya di ersified? (ii) How adequat arc the wealth portfoli alari d 

middl and upper income mpl in K nya? (iii What p r nal i -e on mic ttribute 

and characteristic potentiall plain the monetar izc of th w alth p rtfolio f al ried 

middle and upp r income employe · in Ken a? (i ) What per onal ocio- con mi attribut 

and charact ri tics potentially explain th compo ition of th wealth portfolio f salaried 

middle and upp r income emplo e in K n ·a? ( ) What model can b de eloped to e plain 

the net w alth p rtfolio of salari d middle and upp r in me mplo ee in K n a? 

An er to the question ere nrich d with in~ rrnation that a gath r d on the r le of 

borro ing and xternal factor in influ ncing th alth p rtfolio of alaried mploy 

Fi re ear h bj ti es wer ti nnulated as shown b low to an w r the e re ar h que tions. 

1.6 Research Objectives 

Regarding alaried middle and upp r income emplo e in K nya. th li c tud) bj ctive 

were to: 

t. tabli h th compo iti n in a et type and pcrcentag alth p rtfolio of 

mpl e . and ther for . wh ther the \\ealth p rtfoli are div r ilicd: 

II. ertain ' heth r th wealth portfolio of mpl can gener te ad quate income 

f r the emplo ees to rei n during r tir m nt; 

iii . stabli h which p r nal attribute e plain the absolute ize in monetary alue f 

mplo ee ' wealth portfolios: 
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stabli h whi h per onal anribute plain th ompo ition of mplo e · \\ealth 

portfolio ; and 

De elop model toe ·plain th net wealth p rtf! lio of emplo 

hi tud e amined primary data that wa gath red from re p n c b} a ample of 

employees in Ken a. The ample elem nt ompri ed rand ml le t d public and pri ate 

tor salaried middle and upper in orne earner . h fi ld \! ork for this tud \! a carried 

out between March and ptemb r 2010. 

1. 7 Importance of the Study 

Thi ection discu e the percei ed importance of the tud b highlighting the u efulne 

of the result f1 r p lie formulation. re ear h. per onal finan ial planning and bu ine . 

The study was e p ted to yield ne kno ledge on the wealth portfolio of emplo e in 

Jo, -income de I ping ountr . B fo u ing on wea lth at the micro le el, thi po iti e

ori nted di cour e i a paradigm hift from previou wellne survey and tudie in Ken a 

that ha e concentrated on the po erty and its determin nt . 

The tud ~ as carri d out in a 10\ income developing country. where p r onal a ing and 

in e tment are significant) hall nged b lo r urc endo\! mcnt. un-supporting 

inv tment hannel and unfa ourable in e tment ndition su h a high inflation. opaque 

y terns and fc\ in estment choi c . B using employ e as the unit of nal i the current 

tud fo use n the basi econ mic unit hich i normall the targ t of polic . In thi 

re pe t, the tud \ as d igned to help in e tending th frontier of kno\\1 dge e p iall.> 

noting that pre ious wellne s surve) and studies in Ken a target d hou ehold onl . 

he study wa d igned to provide u efu l ne knowledge on the nature, c mpo ition and ize 

of the wealth portfolios of emplo e a well a ne in ights into the ' ahh determinant 

thereof. B h dding nev light on th • le Is and pan m of, ealth holding among t middle 

and upp r in me cmplo e in n}a. the tud v ill ield in aluable information that an 

be u ed a input in polic de ign to impro e th tandard of li ing of thi group and th 

who depend on it. Be ide . viden eon the ad qua of wealth ' ill pre ent a n ct of data 

for poli ymaker , academician and practitioner to engag .. , ith thi matter on the gr unding 

of an empirical! -proven framev ork. 
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Finall emplo ees an also u the r ults of thi tudy to re- yaJuat their finan ial 

PO itions and re i w th ir financial plan with a i v. to impr 'ing th funding of their 

con umption n ed whil in r tir m nt. Employers an u " the mod I dc,cl ped in thi 

study to design r muneration pa kage and training programmes that enabl their employee 

to improve their le el of a ings qual it of in estment plans and their w lth h !dings. 

1.8 Organi ation of the Tile is 

hapter On di cu es briefl the on pt and cant xt of p rsonal ' calth to id ntifY th 

res arch problem and delineat the rc earch question and objecti e . Th principal theorie 

that inform the main cone pts as well as th hi tori al de lopment of th ught on per onal 

wealth. ar exarnin d in Chapter hapt r int grat a r 'iev. f mpiri al rudic 

on per anal wealth holdings to identif r ' arch gap and de elop a conceptual model forth 

study. To achie the study objecti and respond to the research gap identified. (he 

r arch bypoth ar fonnulated and later tested. he mod I de elop d in thi Chapter i 

lat r used to de ign and de elop the re arch m th dolog) in hapter hr . 

Chapter Four pro id s results of th an 1. sis of the sample chara t ri tic , whil haptcr 

Fi e gives re ult of h pothes te ting and use ari us mathematical t hnjque to m del 

and profil wealth p rtfolio . inall , hapt r i, pro\ id a summary of th major findings 

f the tud in relati n to each of the re arch obj ti\ h implication f the e finding 

to theor practice and polic , a well as att ndant r mm ndations ar di u ed further. 

The Chapter Jo e by hjghlighting the study's limitati n and delimitati n, while prop ing 

areas for further stud . 
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P R 0 

LIT RA R RE 

2.1 Introduction 

Thi Chapt r r vi w th or tjcal and mpiri al lit r tur n per naJ w alth. 

of r le ant hi tory is con idered in e tion -.2. while tion -·3 i de' otcd to a re' i '" of 

rete ant theor tical literatur . ection 2.4 e amines r lated mpiri al literature. Jt tart with 

a surve of e iden e on the natur and compo ition of p rsonal nd tat r 

examines e id nee from wealth tudie premi ed on L II. MPT and ociologi aJ pproa h 

( ). Ba ed on literature revi wed and '' ith a ie\ to an wering th tud) ' r arch 

question ection 2.5 and 2.6 di cu the identified re ar h gaps and c 

frame ork for application in thi tud , re pecti I . The 'hapter clo e ith tion 2.7 

that outline th re ear h hypothe cs forte ting to ali fy the tud obje ti m ction 1.6. 

2.2 Survey of Relevant Hi tory 

Bodie and ran ( 1997) ob erv that prior to I 960, in ting, a oppo ed to m rei putting 

money in a a ing account wa go emed by the ca ino view whereb in ting and as et 

pri ing were regarded as specuJati e affair ; the pre erv of the rich. Howe r thi i w had 

come under att ck earlier on from illiams , 1938 v ho how d that the pri s of financial 

a ets reflect an intrin ic value that can b mea ured b th dis ounted tream of future 

income. hi led to the growth of a n w lin of r earch n how investors h uld ptimall 

allocate their a ing betw n ompeting in e tm nt and ho a ets hould priced. 

related thru t that was going on in paraJiel in the and K th 

relation hip that e ist d b tw n aggregate c n umption. in om and v.ealth. he 

postulate that emerg d from the in estigations and inquiries wer later ubj ct d to te t 

using empi ric I data on wealth h !ding from urv of per onal con umption and wealth. 

For thj r ason. ub tantial inquiry into personal wealth is oft n trac d t mid _0 11
' entury. 

Tracking th ory. the 1962 urve of Finan ial h ra t ri tic of Con urn r in the 

cited a th fir t large-seal urve of p r onal w alth holdings. Tbi v impro\ed lat r b) 

the 1983 CF· a mod I which is wid I us d curr ntly in de el ped c untri . 

Important insight into th a ailabilit of' ealth data i pro ided b r nand Prinsloo _006) 

who. in their attempt to pr du ompr h nsive timate of hou ehold balan e h et in 

outh fri a b rv that. ' h r a surve data and v.eaJth tudi tylcd in the manner f 
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ar now a ailable in many de\ elop d ountries, thi i not th pin 

countrie which uffer notable pau it} of data. imilarl), T r h and pilcnnan (2 07) 

identify two imp rtant and relevant hara t ristics o per nal w aJth tud . l·ir tly. that 

mpirical idenc on wealth portfolio i a r ent phenomen n, mainl from the turn th 

20th Century. econdly, such e iden i only a ailable in d v lop d countrie u ·ing urve. 

data that is obtained from national pan I and cro - tion 1 urv y . and t a m 11 xt nt. 

from employee retir ment account and per onal incom tax r cord . 

2.3 Review of Tlteoretiea/ Literature 

Thi ection consid r the th oreti at lit rature that informs th tudy of per nat w alth 

portfolios at th gen rat and sp ific le el. pecifi lit ratur that i r , i wed i on H. 

MPT and . The ecti n close with a recap of the mo t r nt situation. 

2.3.1 Approache to Per onal Wealth. tudie 

In a comprehensi e re iew of literature, Robin on (2000) r p rts that four m in n cl ical 

frame orks ar applied in per nat finance tudi s. The e are wility maximi~·ation. goal

directedfinancial planning, life-cy le hypothesi and modern portfolio theOIJ'. 

Th utility maximi ation framework h its root in phil oph and i th Ide t and m t 

ommon. It holds that peopl s k to maximi e atisfacti n ubje t to onstraint . De pit it 

appeal, the frame ork uffer th drawback of a marked difficulty in mea uring utili{), 

inability to a ur rationaJity in investing and th hallenge of ineffi ient nd incomplet 

markets. h goal-directed finan ·ial planning as ume that p ople ct g al of w alth 

attainment o r a gi en time fram v here the major input ar human apit I, a ho en I el 

of consumpti n, and in estment h ld. Research r (Barret & Reardon. -0 0; Kennick II. 

tarr-Mc luerr & unden, 1996; Lu ardi, 200 I find fault with thi appr a h n ground that 

people. e p ci II the uneducat d. rarel articulat their goals. Ho r, thi framework i 

ldom u cd be au e it i unr pr s ntati e of the r I li~ ituation b ignoring probability 

stimat f ariou outcom . The third n ocla ical fram work th LCH whi h 

emphasiz that w alth i a fun tion of ag . La tly, lh PT ek to pr rib the as t 

wealth maximising inv star hould hold subject t the onstraint of th ri kin s of th 

as t . he CII and MPT ar i cu ed in further d tail in ub ection 2.3.- and 2.3.3. 

A ammon featur of the e four neo lassical framework i that the ar n rmati e in de ign 

and t nd t pr crib how hou eholds and indi iduals should mak their in tment 
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de i ion · Robin on and McGoun 1998 and Robin n (2 0 opin that n land-alone 
ba i . the e fram \ ork ar 11 r. 1 b on ptua ) J8U t) au they do n t n id r h , th 

en ironment impa t P r onal wealth. This i \\ i uph ld by ampell (_006) who not th 1 

e id nee sugge t that hous hold and indi idual make inve tm nt d ci ion that r h rd 1 

r concile with ad i e from financial planner and standard ne lassical in c tm nt m d 1 

uch as MPT. Th facts motivat the re earcher to t the adoption of a dual 

cone ptual approach that ombin nonnati pres riptiv fram ' ork \\ith po iti\e model 

that de ribe th a t choices h ld b h u ehold and indi iduals. Thi lead ampell to 

prop e the use ofb havioural finan e theor in the tudy of per onal wealth portfolios. 

partial cure of th problem posed by the inadequa of the neocla ical frameworks i 

ffered by the mergent ociological approach that po it that cultural value . b lief:. 

traditions and r guJations dictat in e tmcnt acti it . or in tanc . \ h rea th 

land or cattle rna ha e high premium in om societic . the recei ing of interc t income rna 

b r garded as a tab o b oth r . imilarl . Badu t al. ( 1999) argu that ultural fi ar of 

being in debt rna) inhibit certain roup from se kin mortgag or taking tudent loan 

while hous hold from subgroup th tar risk a er e in th ira set and liability choice are 

unlik I to in est in high-r turn et , leading them to a cumulat a lower amount of w alth. 

it rature r i wed hows that th A has rec i ed littl att ntion among cholar in th 

tud of per onal ' ealth. This leads Kei ler and M ller 2 00) to ritici.t fi 11 \\ ociologi ts 

for not stud ing wealth and it i logical det rminant . The re ear h r complain that 

so iologi ts ha e been too pre- cupied in tudying in qualitie b equating p r onal incom 

to well-being. Furthermore, Robin on (2000) argue that th A rna not find '~de 

application due to pr blem in quantifying the ariabl and th impracticability of a igning 

functional relation hips to repr sent different en ir nments. It is ho e r ncouraging to 

not that proponent of behavioural finan e are now ad ocating forth inclu ion of o i I g 

and ps chology in th tud of inv tm nt beha' i ur nd wealth portfi lio in \ie'> f the 

challenge po ed b ' the widcl -ob rv d pbenom na f irrationalit 

and investment . R cent tudi b ociologist wh e amin th rclati n hip b tw n 

per onal weallh a cumulation and \\ealth holding with culture and religi n pro ide a 

' lcome front t locate further inquiri in thi field f tudy. 

o sunn unt th inadequacie of traditional fram work . Robin on an fcGoun ( 199 ) 

propo e a broad r perspecti e that nables personal financial managem nt to be sen iti\c to 
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th dictate of religion. take ognizanc of p r onal an i tie . and r c a a form o 

ent rtainment. ChietTe and Rakes ( 1999 tak th chall ng furth rand pr p the u of an 

integral d model fi r financial planning. In th am ein, R bin n (20 ptmg 

an in lusi e con eptu I fram work that mbra all th parate framew rk . 'ombining th 

argum nts rai ed ab with the call [I ran interdisciplinary pproach t p r nal fin nc by 

chu hardt et al. (2007) p rsuad d thi re ar h r to an hor the urrent tud n th field of 

conomic , finan e and ociology. Thi required a on ptual d ign that ombinc the 11 e-

ycle hypothe i th modern portfolio theOI)' and th oc:iological approach. B irtu of it 

d ·ign, th composite approach of[! r a rich and robu t con ptual [I oting (I r improved 

re ult . The thr lected framew rk ar di us d in th ub tion that li II "" · 

2.3.2 The Life- yc/e lfypothe i (L 'H) 

he concepts of per nal aving onsumption and wealth accumulation over th life cycle of 

hou eholds and indi iduals are oft n tudied in the light fthe li e-c •cle h pothe ·i (Bodie & 

rane. 1997: Gib on & cobie. 2003: Hcade . Mark Wo d n. 20 4~ igliani et al.. 

2003: ab lhau & P nee. 1999; h rr ks. 1975). kinn r 

and Zeldes (20 2) who model . . a ing under unc rtaint and pr !aim that ·a the 

w rkhorse of n umption and a mg re ar h forth p t four d cad , the life-c cle model 

ha pro ed fl . ibl and u eful for x mining a ariety of qu stion • (p. 274 ). 

With its strong ba in neoclassical conomic the ry, the LCH is hailed a th earlie t and 

most comprehen ive lh oretical and empirical model that how ho earning , consumption 

a ing and wealth change during a p r on' lili . It entral building blo k is the int r

t mporaJ trad -off b tween on umption and a ing that i pr mi d n int re t rate and 

rational b ha iour. A ke contenti n of the L H i th t onsumption n . earning and ri k 

tolerance ar fundarnentall afTect d by p oples' finite li s. hi framework m 

consumers' b haviour as that f maximi ing their di ounted lifetime p cted utilit u h 

that th c nsumption flow and wealth stoc at ach point depend n th ir perm n nt 

incom (sa anti ipated lifetim r ource and pr fi renee param ters . Th fram w rk i 

attractive and r concil s ell v 'th sociologi t ' I pattern by portra ing ''her 

a erage p r on are likely to find tb m el es at an time in their lifl cycl . 

R ting on th a umption o p rt; t market and rtaint ' of life span . in orne and 

con umpti n. th tati or ba i model of Modigliani and Blumberg 1954 pro\'ide the 

comerston for th L H. The model as ume that p pie care about their wn li e onJ: a 
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opposed to their d 11a ti . hus th ir c nca utility fun ti n I ad th m t d ·ir a I v I 

path of consumption in whi h their forward-! oking a 

umulat \V alth to upport 

li ing in retir m nt. fhi rea oning ugg t that p pi rrow before their \\ rking li~ , 

a while working. an di a e wh n in r tir ment. h rrangcmcnt na · n indi idual 

to plan to consume the arne amount in r at di untcd t rm ·a h ear. R 

deemed to be a proportion of p cted real w alth, whil " ealth i th urn f initial n t 

a t at plannjng stage, urrent incom and xp ted di 

R ar hing in the K. Lydall 1955 o r support fl r th L H and pme that in om 

h uld ri from ·outh to middle ag nd p ak ju t h uld 

foil wan irr gular path and r a h the ummit lat r in lifl . Lat r. th L H o a1·ing Ando · 

M digliani, 1963 reinfi rces this basi model b wing fr m mpiric I d t that a\ ing 

follow a hump hap to age w II. ccordingl w alth should be an integration of a 

per on' rat of a ing and level of inheritance . M digliani 1986 fi II ' this through 

and oncludes that wealth hould b hump haped with r p ct to g . and that p pi 

alt mpt to smooth the marginal utilit of onsumption o r th ir lifetime h wn in Figure 

2.1 below. 

Figure 2.1: In orne and on umpti ninth Ba i 

Co ••••• ~.~~-~~~~~ ••• /.. •••••.• ~~~~~! ....... . 

0 

Profil A Pr file B 

I 

I 

In qm dun r tir ment 

~= 

Profil 

ource: dapted from itch II nd oor ( 1997 , · igure I. B.l 

far-s ing r tire . under c rt inty and p rti t m rk t onditi n . \ uld t the lifetime 

onsumption at and ac umulate alth in lifi pan profile B wh n mplo m nt in m 
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e ce ds con umption. In Profil . th p r on draw down n \\ alth ' h n n umption 

xc ed employment arning . Thi impli a hump hape of a ing and v alth with re 

to age and a flat con umption path. ing thi fram work, upp rters of the 

that the most important d terminant of a p r on's wealth i ag . A ordingl., th c rl y ar , 

in proftle . ar as iat d with negati e a ing through finan ial upport rom parent and 

r lativ s· the middl age. profile B. i hara teri d b} hi h in om from mpl ) ment. high 

savings and sub tantial w alth accumulati n, whit n g ti'v a ings durin r tir m nt lead to 

w alth decummulation. This said, the effi a y ofthi mod I in plaining v alth p nfl Ji 

weakened h n the a umptions of c nainty and p rfi t mark t are r Ia d. 

A partial solution to th simplifi at ion of th basic m d I i pro id d b Barro (I 74) and 

Becker (1974) ho propose th altrui tic L H. Th r earchers rc ogni th wid I 

ob erv d ca of int r- ivo gifts (witJ1in the same g nerati n}, inheritances, and bequest . 

This remod I d r ion i bas d on the premi that h u hold car about th ir d endants 

and therefor build and e hau t e tate and inheritan to mo th their d na ty · 

on umption path o er man gen r lions. ater studi in upport of the aJtrui ti beh 'viour 

among bou ehold are reported b ox and Jimenez I 9 0) and Park (200 I ). 

urther impro ement to the I I mod I are mad b ' D at n 1992 and Browning and 

Lusardi ( 1996) who relax some of it assumption and llow r unc rtaint of earning . 

mortality, ta te health. as t r turn and alues), du to liquidit 

constraints , I i ure hoice and b qu t moti e. Thi yi Jd a hump- hap d con umption path 

following line 1 rn igure 2.1. that p ak ju t be[i re r tir m nt and tap r in later year . An 

important upp rt for this inclusi approach i pro id d b Pembert n ( 1997) v ho u a 

mathematical cal ulation to h w that the LCI-1 mod I v auld empirical! fail by i) ignoring 

mortalit ri k whi h increa e with age and th rcfl r depres es lat r n umption). ii) 

overlooking famil size and child ar costs (henc under tating e. penditur during orking 

life). and iii failing tore ogniz the role of income unc rtainty and b rr wing on traints. 

Da nan et aJ. (2002 shov that th contra er y to wh ther bequests matt r or not in a 

accumulati n i r ol ed when un rtainti in lifi pan, labour in me and h alth ar 

allo ed. Thu anal sis of pers nal wealth holdings in de eloping countri i bett r rved 

by th altrui ·tic L l for the r a on that con id rabl h ter geneit in inc m encourag 

ub tantial w alth transft r r m w aJthi r p opl and high r in m cam r t the le 

fortunat . h altrui tic L II i al anra ti c in th ·e ountri on a aunt f poor h alth 
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faciliti , inadequate cia! urity fram ' ork , 

con i erabl un naint that i operati nali d b · 
ub tantial market imp rfecti n and 

h and Downing (_0 2) b) the rat o 

unemploym nt and inflation. h a p t are funh r r infor d b gcn ral 1 J... of 

knowledge about the future, and limitation in p ople ' ogniti e and anal ti at kill . 

Ac ording to ba ic L H. age i th principal det nnin nt of p r on I \A.calth. h n th 

a umptions ar r lax d, inh ritan c m rge as imp n nt d t rminant . R cent tudie aJ 

how that ps ch I gi al and so ial fa tor r onaJ , . Jth 

P rtfolios. In the ab n of a coh rent th ory on the influences, thi re 

the important role of the e attributes b e ploring th chall ng to th 

adopting a positi e research framev.ork in thi study th t incorporat s sociol gi at attribut . 

The intuiti e appeal of the LCH framew rk notwith tanding and in pit of a number f 

modification , it ha fac d a number of riti ism . hang ( 1993), Br wning and Lu ardi 

1996) and Ch n, Hanna and ontaJt 1998 point out that the fr me\ ork i fatall · 

w akened b th fa t that peopl ar unabl to borrov fr I . Be id , the p rtti li on hold 

tend to affi t sa ing significant! in e a househ ld that hoo a p rtfoli ~ ith higher 

earnings wi 11 ha c m re resour e ailable o er its lift time for a ing and will al o enjo 

more utility. Unfortunat I , high r return portfolio xp the holders to mor uncertain! in 

their consumption. an a pe t whi h the L H is n abl to deal within in it original 

n truction in it treat un ert int and port~ li ri k a e. ogenous. K nnickell, tarr-

Mc luer & und n ( 1996) and Lu ardi (200 I) downpla th ffi t of ag and di agr that 

p ople plan con umption and a ing consid ring their lifetime re urc , that th are 

forward looking. anticipate th in 'itable d clin in in orne at r tir ment. and ha\ an 

ultimate aim f maximising li time utility. The re ar h r con Jude th t p pie are unable 

to define ptimal savings d t rmine consumption plan and s t d ir d personal " alth 

I el becau e fun rtainty in in om and wealth and th Ia k of probl m- I ing kill . 

he app al of the H mod I ha al o been weak n d b a numb r of ontradi tion in the 

form of puzzles that ha al o be n noted. he maj r on includ continued aving in 

r tirement Bor ch- upan, 2001 · Harvorsen 2003; Pot rba 1994); harp falls in con umption 

in rerir m nt (B mh im kinner W inberg, 2001~ Miniaci, Monfardini & W b r, 2 03): 

the inabi1it} of th LCH to explain portfolio hoi e ( ochran , 1997· Hugg t I 6· 

Kocherlak ta, 1996 · or in qualil in \ alth Jlugg t, 199 . mpiri aJ \Iiden e 

ontradi ting th L H on account of b que t a ing (Barro, 1974: Be ker, 1974: Kotlik 
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& ummers, 1981· Laitner, 2 01; Park, 2001) an th n ·d to r 1 

(Browning & Lu ardi. 1996: Deat n. 1 2: ynan et al.. _ 02) ha Jed r 

the mod I and ar h for other det nninant of p nal wealth. T 

the a 

p it. Lu ardi and 

Mitch II (2006) find a critical ault in th conceptual de ign th L II \\h rc in th ir 

rebuttal argum nt, the cit inabilit of p opt to under ·t nd pr nt di ount alu • 

differentiate betw en n minal and r at amount . proj ct uturc arning , r tir m m in m 

(from pension and o ial curity), and th ir " tir m nt age and un i at probabilitie . Th 

researchers conclud that the strict rcquir ment for the of the L 1 1 ar inherent! 

c mple very demanding and ind ed unachi able. 

In d fen e of th L H. a number of r ar her cont nd that r nt a plication and 

ten ions of the fram work ha e re ulted in rapid development of ial uril and 

po itive effects on private saving . he r earchers at o cr dit the LCH fl r th r nt \\it h 

from capital and incom taxe to th more equitabl on umption tax on ac ount of 

ariations in date of retirem nt. P rhap . th savin gra i ofTered b> otkJiff and 

ummers ( 1981) \>\>ho argue that although the L 11 m not apply t pulation in th 

margin such as the bigge t sa rs and th lowest earn r . it ertainJ i appr priate to the v t 

majority of peopl . Indeed, in ordinar life it i recogni cd that a p rson' inc me ha a direct 

and profound imp ct on th comp ition and ize of ealth h ld. Peopl with higher income 

are able to accumulate wealth in e th > ha e a gr at r capa i to sa e. in e t and tak ri k. 

Juster et aJ. (1999) pro ide a middle ground by declaring that differ nc in "'caJth holdings 

are due to arying a ing rates and different ex-post rate of return on tho e a ing . 

In conclusion. it i fair to tate that the L H ha th t n of a ound frame\\ rk t . am in 

personal wealth portfl lio . H we r. it i aJso clear that n a tand-al ne b i . th LCI I i 

unlikely to provid a suffici nt cone ptual ba e for amining the natur and d tenninant of 

p r onal wealth portfolios. hi calls for an examination or other complementary 

framework . 

2.3.3 The Modern Portfolio Theor (MPT) 

AI o kn wn a· th ri k manag m nt frame' ork, th MPT i traced back to ork n 

deci ion-making under un rt int where Dani I BernauJii. in hi minal pap r f IT 

introduced th on epts of marginal utility and maximization of 

wealth and minimi e ri k), Fred rickson ( 1971 ). ore se d w r w d to MPT b 

Bacheli r l 00) in hi proposition that stock prices behave random! and that it is difficult to 
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foretell and beat the market. Marko" itz ( 19 2), r gard d a th father o the MP I. pr id d 

the breakthrough, in th minaJ paper on portfolio e/ 

theory by combining utility with ri k to fl rmulat th Pl. h re ear her u · d , .. ealth to 

pr utility and mea ur d it b the as t r tum \.\hi! the mea ur for ri ·k \.\a the ol tilit} 

of returns. B pro idin the fir t link b twe n in e tors· pr fcren e for high r wealth and the 

ri k a sociated v ith u h gain thi mile tone e ent revolutioniz d th tud} f er nal 

wealth. 

A major contribution b Markowitz as the mean- ari n e ingle-p ri d m d 1 which 

theoris d and how d that using a bundle of weaJth, an inve or ought t con truct a fuJI 

di ersified portfolio. Premi ed on n ocla sicaJ economic • MPT i ba cd n the th i that 

people are wealth maximi rs: gi en an amount of \. calth they prefer th highe t r tum for 

any given le el fit variability rancis & Archer, 1979; Markowitz 1952). HO\i e er, th 

constraint of limited resources irnpli that in e tor face choice dil mmas b au e a s t ar 

dis imilar in liquidity. lumpine sand iz . Other differ nee relate to timing and ri kin o 

earnings as w II a the relation hip b t\ n a t pri and ke conomi ari ble 

inter t rates and inflation. In the final anal si the MPT mod I, in it n rmati' ori ntation 

ugg ts that ration I inve tor ought t hold an optimal portfolio r un rr Ia ted a· 1 

cia s to earn th maximum r turn with the lea t am unt of olatilit . Thu . the w allh 

portfolios of h u h Ids and indi\ idual hould b full di er ified in rd r t ati f} th 

holders as umed d sire to rna, imiz earnings from their in e tment . 

According to the proponents of MPT its conceptual appeal is that it u e a imple mo I to 

identify. e aJuat . c ntrol. finan and monitor p r onal wealth a umulation. Beside , ri k 

managem nt i ev n more import nt in the ar na f p r onal w alth becau unlike 

busin sses, pe pic have a fi ni t lifl and cannot di r if their human and ph i al capit I in 

can. Ya uan 20 7 singles out th a kground ri k that 

p ople fac b caus of the non-trad ble idiosyncrati Ia ur income. illiquid hou ing w alth, 

and un-tradabl entr preneurship. omehow. the t nd to blend ~ell with LCH in that 

the protection of human and ph ical apital are th on ems at arly tage in life. ~hilc 

th protecti nand preser ation f fin ncial wealth b me more imp rtant with ag . 

a tool or the tud of p rsonal ~ aJth, the w akne of P arc link d to it tr ngth . 

· ir tly, Harr Mark witz' MP pr crib d how indi\ iduaJ should tructure th ir finan ial 

asset portfolio a uming that th make deci ion ·m opicall in a ·tatic one-tim horit n. 
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B ides, capital mark t are as urn d to b p rfe t and ompletc. with mplete c rtaint and 

no transaction co t . nfortunatel the onditions ar rar in r alii e. 

Tobin 1958) provid a partial oluti n b · hov ing h wan indi idual inve t r h uld di\id · 

hi fund between a fe liquid and ri klc a t (c h r trca ur bill }, nd a ri k a t 

(b nd or share ) n the basi of hi d gree of risk a ersion. nd r th mutua/fund theorem, 

bin argues th t all in tor hould hold an id nti al portfolio of ri k a et u h that th 

allocation of wealth a ros differ nt ri ~) as ets do not depend on th invc tor· ri k 

prefer nee. Drawing on insight b Markowitz ( 1959 th t har price are like!) to o-mo 

with the market. harp ( 1963 implifi th difficulty omputing co rian e fa larg 

number of share . In the implifled model for portfolio analy i ·• harp umc a lin ar 

r lation hip b tween s curit return and a mark t inde. . and d ri e a m a ur of a 

curit ' risk(~) as the co ariance b tw en its return and that of the mark t. 

Further impro em nt to MP are made by Mo in 1969 and amu I n 1969) wh 

integrate MPT with lifecycle models u ing a multi-p riod m del to addr s the hon oming 

of th in estrnent horizon. This mod I h ndles long r p ri ds that mimi li fctime planning o 

nsumption and in estment to d mon Irate that an in cstor an optimi e the n umption 

tr am o r man p riods and that th optimal a et allocation doc n t d pend on th 

1n tment h rizon. h n e hort-t nn and Jon -t rm in e tor hould hold id nti at 

portfolios. But thi · a urn that in e tor ha e con tant relati e risk a\ 

tradable at no o t and investor fac the same investm nt opportunitie 

t are 

er time. ln r alit 

though in estment horizons matter a great deal ' hile market ar n ith •r perfi ct nor 

complete. or in tanc . human apit I as tis not tradabl , v hile share and hou ing ar onl 

tradable at igni ficant cost . B ide r turns are ne r table and ary widely o er tim . 

mith (I 97 I) nd hen. Jen and Zi nts 197 I) tr t I e the problem f imperfect mark t 

b r ogni ing the e. i t nc of ignificant tran o t and mplo ing d nami 

programming t generat multi-p ri d m del . Furthermore. rton ( 196 . I 971 ov rc me 

the investm nt horizon probl m b de loping th of ptimal 

consumption and portfolio ch 1c of financial as et . hi improv d m d I is made more 

r alistic by Bodi • Merton and amu I on (1992) who add a third ch ice ariable. the am unt 

of work pe pi choose to do. In thi bl nding of th LCH and the MP . the r ar h r 

employ th life- y le mod I ith ntinuou con umption deci i n and trading in ri ky 

financial a ets to th ori e ho labour tle ibilit whi h denot the period that people h 
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to be employed afTe ts con umption, ing and ponfolio im estment in then lili· y 1 . 

Re ults from th ontinuous-t1'me model ugge t that th fi · · d' ractJon 0 an m 1\ idu r . finan ial 

wealth that i optimally invested in shar hould declin "'-ith age under thr e a c . 

Th first cas i the human apital ar ument which tat th t be au e earning 

ar less risk than share , then th proportion of human a pit I in an indi\ idual' total \\ alth 

should declin with ag . Ther for , y unger peopl · t tal \\Calth hould b d minatcd b) 

safer human capital hich impli that u h people sh uld h ld a large hare of ri ky a et 

( hares) in th ir financial wealth in ord r to get ufficient risk in the wealth. 

Conventionally, it is rational for the young to prefer har cau Lhe ha greater labour 

jlexibilily in th ir lab ur/leisure deci ion . hus ac rding to th lav of large number , 

younger emplo ee who ha e a long r time horizon should in est a larg p rtion of their 

wealth in share b cau e th long-run a rage of their portfolio returns will ha e a lower 

arian e than the average return for the older emplo · v. ith horter horizon . Young r 

people are th rcfore likely tore oup any Jo s from tock market downturns n are lik I. to 

have a continuing fl w of labour in om until retir ment. Thu , human apit I i ru ial in 

explaining in e tments labour and the con umption behaviour of rational in e ·tor . 

The third asc i the inveslment horizon argumenr in whi h Jagannath and K ch rlochota 

( 1996), Balduzi and Lyn h 1999) and L ·nch and Balduzzi (2000) argue that th hare of 

wealth in ·ted in hares hould ha c a hump hapc to age. The claim that }Ounger p opl 

have long r time horizon and h uld allo ate a larg fraction of th ir wealth in hares than a 

hort-tenn in c tor. becau e a et all cations are function of the non-tradable human 

wealth. Young p ople have a I ng stream of futur income hich shorten Y..ith ag , leading 

to a fall in the a1ue of th ir human capital. Under thi premi m st r ought to shift the 

risk compo ition of their financial wealth in order t offset the declin in th ir human apital. 

More re entl . c llo (2000 argue that ther hould be a trong c e for a po iti e 

correlation b tw en aJary and th ' ealth all cation to har s. The gic i that high r 

alarie tran late into mor human apital. whi h i either ri kl or dominat d b 

idio n ratic risk that is onl w akl correlated with tock r turns . c pt for fund manag r 

and t ck ption beneficiaries. Ther fore, th relati el afl in tm nt in human capital i 

rationally c mbined with a high r inve tm nt in t k. 1 he resear h r al o p int ut that 

higher alaf) i a good pr . for education and fin n ial phistication. inally. Arrond I an 
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Lefl b re (2001 round all the e argum nt up and po it th t young, du · t d, high! -

qualified emplo and non- alari d worker ha e hi h labour- upply n ibility and h uld 

ha a higher prop rtion of their wealth in e ted in har ig 20 .) agrc and th n · 

that hou eholds with large human capital an a safi job h uld hold Je lon -term bonds. 

he efficacy of total olatilit as a m ur of risk wa qu tion d b th ar hit t of MP 

(Markowitz 1959; harpe. 1964) who acknowledg that th mean varian e mea ure of th 

olatilit of p t d return rna I d to un atisfa tory re ult . To ad r this pr blem, 

other measures of ri k that distingui h bet een bad and g d ariabilit f e. pe t d r tum 

ha e been sugg ted in ' hat i no\! r f rr d to as p !-modern portfl li the ry Rom 

Fergu on, 1993 . The ucces ful appli ation of the t: refin ment rc uire mplete and 

accurate asset return data abilit of in estors to fonnulat expe tation . and th de ire to 

minimize return . Unfl rtunately, thes conditions ar s ld m met in pra ti e. 

urn rous te l on m an . standard d iation and varian e f as et return d ta and a tual 

w alth holding how that optimal Markowitz diver ifi ation i diffi ult to a hiev . The 

Markowitz model, for in tanc r quire e timates of th xp cted return bo the ri k free 

rate as well as th varian e-co ariance matri of returns. I fowcver Mer1on 1980) argu that 

good e timate of exp cted e. ce r tum require ry I ng time rie f data, hi I ther 

tudie Green & llollifi ld. 1992; Jagannathan & Ma, _ 03) ha e hown that the arian e

co ariance matri rna not b table. Thi bas gi n ri to propo al or a ier-to-m asurc 

a s t holdings the most common of which is na"i e di er ification, whi h applie th 1/n 

(where n i th numb r of as t in th p rtfolio) h uri ti approach in t allocation a a 

gen raJ rul to ppr ximate economi theory (D Migu I. arlappi and ppal. 2009 . 

Also critic of the MPT ha fault d it for th fact that it a sumption d not alway h ld. 

or in tance, in e tor choice are affe ted by tax rate . Ia 

trading in ol e transaction o t . nsiderable d ubt b 

hit t a· t 

and b ha i ural 

conomists to wheth r th a sumption of th ffici nt market hy th i are upported 

cone ptuall and empirical! al o c ntribute to further weak nin of th MPT (Lo. _004). 

p cifically, Butler (1995) note that propert market are les effi ient than hare and b nd 

markets. urthcrrnore. a mor fundamental critici m i that the MPT t nd to d al main! 

with finan ial as et . Thi i a riou d ign fault that Blake (2003) highli ht u ing K data 

to show that b tw en I 948 and 1994 the sbar of financial as t in p r onal wealth \ · a 

mere 4.4% compared to hou ing at 6.8% and human apital at 76.5 %. 
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The foregoing sugge t that a tudy of p r nal wealth \ ho on eptual fr m work ignore 

hou ing and human apital may b in d qu t . on qu ntl . thi re ear her opine that a 

go personal w ahh tudy mu t look b hind the portli li tru ture and . amine fa tor that 

proxy human capital because these ha e a profound impa t on th gen rati n. ·tora e and 

consumption of wealth. This iew i supported b aig (2002) who observ that appl ing 

MP on the rich a et data from urv s pro,ides in aluable in ights into the d terrninant of 

portfolio choice. aig calls for comple. m dels that addr th richer pp rtunitie and 

necessitie facing in cstor by including r ali tic tr atm nt of human apital, bu ·ine · wealth 

and the effect of tran a tion cost , b rrowing on traint , and in e tment opp rtunitie that 

ary O\er tim . 

Th for going re 1e of the MPT indicat s that thi · fram work continu s to r c iv 

ad an ements in its theoretical formu lations in an attempt to appr ximate reality in 

investments. Fir tly the weaJth held b an indi idual i c •p cted to b a function of th 

in estor prefi renee attitude to ri k) and the r tum a ailabl . Be u e return are 

exogenous and a t- pe ific, they t nd to mod rat th ize of wealth fi r inve tor in th 

arne environment. e ndl in ord r to minimis ri k and maxjmize r turn . in e tor ar 

expected to hold a wide range of as wher by their prefi r nee would dictate the 

combinations of the as ts held. hirdly the proportion of shares to total wealth i exp ct --d 

t be high st among the young. a ording to the human capital argument and theori of 

labour flexibilit and inve tment horizon. Fourthly. th proportion of hare to totaJ wealth 

hould be higher for tho e with higher incomes h ar lik I to b more edu ated. Finall , 

the impact of human capitaJ the e i ten of in omplete and imp rfe t mark ts a ell a 

ignificant trading co t , ugg t th ne d to c mpliment MPT with other th ori of 

in tment b ha iour in order to d ribe rath r than pr ribe p r nal v ealth portfolio . 

2.3.4 The o ·iological Approach ~ 'A) to Per onal Wealth tudy 

The critici m ad anc d again t th H and the MPT open d the d r for re ear her n 

personal wealth to embrace oth r fi ld of stud to k e. planation n th d terrninan f 

p rsonal w alth portfolios, e p iall to reconcile with empirical dat . on equ ntl . th 

attempt to describe rather than pre ribe how pers naJ in e tm nt are made pro ided a 

fertile ground to appl b ha ioural finance and i log in the tud f p rsonaJ wealth 

portfolio . 

Much earli r mith 1776) app ars to ba e been one of the fi rst cholar to comm nt n lh 
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impact of religion n wealth. In th " id I quoted text, the author portra cd parti ipati n m 

religion as a rational de i for indi idual t enhan the \a)uc of th ir human apital. 

wealth and in orne . ce t I t M w b h r. n ur a r. a, er t .amous nnan p liti al e n mi t 

i log)' and publi dmini ·trati n. 

provid d th ne t olid di u sion linking r ligion to n mi p rfonnan c (Weber, 1 95 ). 

In th classic argum nt of prote lam eth; the is th cholar po tulated that th pr t t nt 

r fonnation and prot tant work ethic mu t ha e trigg r d the advent of m dem apitali m. 

Th result wa e anomie growth and d el pm nt in pr te tant oci ti that outpa ed th 

catholic societie . The writer singled out the ob erved a ociation b twe n Pr t t nti m and 

the de lopment of the commercial spirit thr ugh th rati nal pur uit of economi gain. 

01 en ( 1998 advocates for the adoption of b ha ioural finance in th tud} f per onal 

\ ealth portfolio on the premise that it enables r scar her to halleng the fundam ntal 

a sumptions of conomics and finan e by offering a mor empirically mplet iew of 

financial beha iour. Th research r makes this conclu ion after faulting tr ditional finan 

m dels that ar ba ed on n ocla i al economic on th ir IO\ de riptiH! and pr dicti\e 

power when compared with empiri al findings. h main contention f I n i that 

tr ditional economics and finan t nd to ignore the role of cultur . rcligi n and other 

p ycho-social asp t a a po sibl e planation of the wealth p rtfolio that p pic hold. 

· urther intluen of cultur on w alth portfolios is it d b Weber and II ee 1998 . Th 

propose the cu hion h pothesi which holds that p pi from coli cti i t oci ti s rna b 

mor apt to engage in financial ri k be au e th enjo a ocietal cu hion that help to prote t 

th m from down id ri k. lannacc ne 199 ) ontinu the debat on the influen e of r ligion 

n p rsonal w alth in a global urvey of the economic of religion and help to operationali e 

the concept of religion by defining it to mean an hared t of belie , a ti iti and 

in titution pr mi d upon upcrnatural force . 

In a tudy on th impact of r ligion on wealth in th , Kei t r 200 n te that religiou 

affiliations can affect wealth accumulation directly b haping p opl alu s and anitude 

towards wealth accumulation and pro iding netw rks and conta t that fa ilitate w alth 

ac umulation. The re ar her al o cite an indirect ffi t through fi rtilit . childbearing and 

ducation whi h in turn impa t wealth. Th.i i upp n d by oland (2003) \\-ho argue that 

ome religi n ma focus adh r nt on diligent effi nt conomi a ti it . thrift and non-

o tentatiou a umulation of w alth whi le tho e ntered on Puritani m exhon th ir 

37 



members to pursue piety and hun w alth a cumulation. Thi 

cl ary (2003 who provide a compr hen i e di cussion on th 
upp rt b B rr and 

r lation hip b l\\ en w alth 

and cultural factor in th ir publication Religion and Ec.:onomi Growth The re ·ear h r 

opine that cultur influences economic outcome sin it afl' ct pe nal trait 

hon ty, thrift sa ings, w rk ethi and op 'nn s to tranger . 

Th for going i a bri f outJine of th d velopm nt or th theoretical con cpt regarding the 

hypothesized causal relationship betwe n culture and religion on the one hand. and" ealth on 

the other. As noted, more impetus to thi lin of reasoning ha been pro idcd by the ad nt of 

b ha iouraJ finan and behaviourial economic . With r p ct to thi tudy, the main le on 

to draw from thi re iew are that the A i gaining popularit in the pursuit of und r tanding 

the nature and det rminant of p r nal wealth portfolio . 

2.3.5 Recent Theoretical Per pe live on the tudy of Per ·onal Wealth Port olio. 

Recent ad ance in th th ore6cal frameworks that ar emplo ed to lUd p r naJ w alth 

portfolios ha e b en informed by th du I desire to r oncile exi ting conceptual frameworks 

with findings from empirical data using higher comput ti nal pow rand th need to addr 

the continued chall ng t th an horing neo lassical m del . It i not worth that th 

ad ance and m dification point tO\ ards a po sibl con ergence and at nden to coalc ce 

ar und propo als for an integral d approa has dj cu db low. 

mong rec nt tudi that yield results with signiti ant academic interc t ar th finding b 

hefrin and Thaler (I 88) from cr tionaJ t st on mpirical data that e idence d not 

upport the L 1 I. o resol the ontraruction. th re ear her build on studi b 

psychologi t and so iaJ scienti t n bounded rationality and impatience. and incorporat 

th se principl into the LCH mod I to onclude that the ba ic L Jl f: il b au e it ignor 

th ke , b ha' ioural pect of self- ontroL mental a ounting and framing. There earch r 

propose an enri h d modeL th behm•ioural life- yde hypothe i (BL I l) ba ed n the 

notion that p ople tr at compon nt f their w alth non-fungible b di\ iding it into three 

m ntal account : curr nt in om , current as ets wealth and future in m . Th re earch~rs 

hov that the temptation among peopl to spend is highe t for curr nt incom and lea l for 

future income. Graham and Isaac 2002) carr out a further re i w of the BL f l approa h 

and empha ize that by fragm nting an individual int two peopl . a ar- ighted planner and 

the pathol gically myopic doer, th L H introduce is ue of agenc. in th indh idual. \\hich 

the model i unable to handle. Th ob ervation not d above ha e added furth r imp tu to 
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th caJJ for integral d appr a h to w alth tudie . 

tudi on th theoreti al framework f im tm nt and \\ alth manag m nt th ry ha\ 

offered some sugg tions forth ne t fronti r be ond m d m p rtfolio th ory. fo r in tan ._ 

amp II and iciera 2002 emphasiz th ne d for narni 

trategi a et aJJo ations. I o. M rton 2 3) all gni 

th ri k of human apit I and the mple it · of ch ing m n man altemath 

while ensuring that th in e tm nt will g nerat utll ·i nt in m fi r 1 ngcr Jifl during 

retir ment. A mor r cent insight i 

ne t two frontier in in e tment the ry 

th Of) and principal-ag nt theory. r 

prevalence of inforrnati n asymmetr and the in re 

ext nsions he call for the de elopmcnt fan int grati 

ugg • t that the 

n infl rmati n 

the e ugge tion n th ob rv d 

d r le f financial ad i or . With th e 

iol gical frame\ ork appear to ugg t 

I n (I 9 argue for th 

n p r onal w alth u ing the 

the adoption of an int grated appr a h. Jn thi 

mainstreaming of b ha ioural financ and e onomi to nable the theor tical fram work to 

refle t find ing from empirical data. More r cent] Yao, 

xamination of mpirical C data f di erent ultur s in th an int grated 

model for tud ing w alth portfolio alto ations as d rib din ction -· below. 

2.4 Review of Empirical E vide11ce from Stu die 011 Per. 011al Wealtlt Portfolio 

Thi ection xamin empiri al literature on per nal wealth portf li . It tart with a 

g neral re ic f idence on the omposition, ize and adequa of per onal v. lth 

portfolios. Thi i [i Jlowed by a rc"i w of th d ign nd finding r m orne 

p rsonal wealth tudie to asc rtain supp rt for the candidate theoretical fram work. and al 

identify do ument d deterrninan f per onal w aJth portfolio . h clo ing 

amine \'id nee on the r I pia. ed b aving on th lll\' tm nt pr ce nd b. 

implication the p t ntial imp t n p ·r onaJ wealth p rtf~ lio . 

2.4.1 Studie 0 11 tlte ature a11d ompositio11 of Per onal Wealth Portfolio 

In thi ub ti n. the t p of et that constitut per nal wealth p rtfolio . as w II the 

relati e proporti n of a t , arc xamincd. Thi augment d b a r 'iew of th 

di ersification [i ature and siz s of per onal wealth p rtfolio . 
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2.4.1.1 Compone111 · of per onal wealth portfolio · 

arly work on p r onal in e tment under the PT .... ere main I devot d t linan i 1 a · t 

portfolios that ompri d ca h. trea ury bill . trea ury b nd and hares 

1979). Ho\\ r re archer have in th recent pa t wid ned th ir cop to in lud human 

apital, hou ing and entrepreneur hip Pelizzon & W ber, 200 . Thi atego11 of non-

financial v ealth i al o referred to a illiquid as et on a ount of the i niticant trading 

co ts. Partl be au e of transferabilit and m a urem nt problem , ther are r lati\' I te' 
studies that ' amine the component of human capital and entrepren ur hip in , ealth 

portfolios. Thi i e ident in th d ign of lected major p r · nal \ ealth ur e a ho n in 

Table 2.1 beiO\ . 

Table 2. I : omp n nt of P r nal W alth Portfoli ba don untl} urvc}' 

Component in Wealth Some Country Wealth Surve 

SCF I ~S EVS SHTW HILDA 
(USA) _i!;_ermany) (Italy) (Austra lia) 

Bank Deposits ./ ./ ./ ./ ./ 

Bills and Bonds ./ ./ ./ ./ ./ 

. Shares+ Mutual funds ./ ./ ./ ./ 
- 1-

./ 

Life assurance policies ./ ./ ./ ./ ./ 

Pen ions wealth/Unfunded ./ ./ 0 ./ ./ 

Superanuation Fund 
IRA Balances-U.S. onl) ./ ./ No No ./ 

Vehicles ./ No '-Jo No ./ 

Housing!Propen) ./ ./ ./ ./ ./ 

Farm/Business assets ./ ./ No ./ ./ 

Collectibles and Durables ./ No No ./ ./ 

Less: Debts ./ ./ ./ ./ ./ 

Source: Deri ed from published country urv s (Ju ter et al., 1999 for C in ; B nk & mith, 
-000 for R in UK: Borsch- upan & Eymann. -000 for V in German ; Gui o Jappelli. 2000 
for HJW in ltal and Heade et al.. 2004 for HILDA in u tralia.) 

The iden in able 2.1 " a btained for d elop d ountri '"her p rs nal weahh 

urvey ha e been carried out at th national I el fi r a onsiderable period and recei ed 

sub tantial r finements. he li t include the urvey in th A, fami l) R our e 

survey (FR ) in th UK, rman}' o ioeconomi Panel EV ) ur e of Income and 

Exp ndituf\ s ( HI\! in hal nd Hou ehold, Inc m and Labour D nami in u tralia. 

Analysi of the e surveys sh w that both C and HILDA are th mo t in lu i in th 

v ealth a et baskets. In contra t. the EV of G rrnan ha the least v ealth c m nent and 

noti cabl ex Jude p n ion " ealth ta balance , chi les, fa rm and bu ine a et a v ell 
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as collectibles and durable . This id n uggest Ia k 0 · n urren on th uni \ ' rsaJ 

component of wealth p rtfolio · th y ary fr rn counlr) to c untr . 

ombirung e id n from th e wealth urve \vith appr priat~ th Kenyan 

n ironment and taking care to us ariabl for wealth me ur ment that ar intemati nail 

comparable. yi ld d the component that w re in lud d in thi tud of mpl y ,, alth in 

Kenya. The e omp nents ' ere det rmined to ompri e ca ·h and bank balcmc .. trea ury 

bill and bond , har in li ted ompanie , life a uran poli ie and p n ion . c:h me 

benefit . hare · in 'A CO , and propeny (hou ing). ilic e clu i n were ehi te 

durables pri ate busin ss s and human apital. With re p t to Ken ·a. on rna) argu that. 

h reas durable and pri\ate bu inc are not easil \aJu d. hi le ar rarel) r garded 

form ofw alth. 

Reflecting on the magnitude of some of th as t in the Ken an onom h lp to hed 

orne light on their relative importanc . Recent national data indicat that d 

CCOs amount to h 120 billion. the urn as ured for lifl uran poli i \alu d at 

hs 180 billion v hil p nsion and pro id nt fund a t amount to about h 270 billi n. 

2.4.1.2 'ompo. it ion ofpersonal wealth portfolios 

A useful guid for measuring the c mpo ition of w alth is pro ided b Bank and mith 

(2000) in th ir tudy f indi idual wealth portfolio i th K. Fi f m a uring 

wealth ar identifi d in this study to include: i) th pr 

wealth port oli : ii the prop rti n in alu of a h t tal ealth p rtfolio: iii th 

0"\1\'ller hip rat of an asset: i ) the numb r of difli r nt a t h ld: and ( ) th onditional 

asset har . Literatur sho that the mo t popular m th d ar th bas d on the 

proportion of ass ts held. Wher a th ownership rat i · comput d a the fra tion of people 

who own a gi en as t within a targ t p pulation. the conditional as t th 

proportion of th market alue of a gi en asset to the n t ass ts held gi en that th holder 

own the tin qu tion. 

A review flit rature show a functional link b tw n th indicato of w alth omp ition 

and the und rl ing c nceptu I fram work . Thus MPT prescribe that in e t r hould hold 

di r ifi d rtfolio uch th t the a t r turn ha I " corr lation with n an th r. Thi · 

notion blend '' II with the L I I which po it that th fra tion of finnn ial ,-.ealth in,·e t d in 

list d share hould fall v ith one' ag and ri \\ ith mployment in om and edu at ion. 
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Empirical iden on th prop rt1'on and t h' e own r 1p rat pro id ful inform ti n. 

Table 2.2: ompo ition of P rsonal Wealth P rtfolios from ele ted ountr ur e , 

ustraJia German UK u::A S. Korc 

R a1 estat % 76 -1 56 53 50 

Cash % 12 23 21 27 "'t 

Share % 9 25 II 17 14 
'?-

Bond % Non II I 4 J 
Source: Deri ~d from publi hed country urvc ( an & o . 2000 in Au tralia: Tra ) & hn idcr, 

200 I .for F m ; Bank & milh. 2 00 for FR in K: Bor ch- upan l:.) mann, _QO for 

EV m erman ·:and ho, _005 for Korean Lab ur In m Pan 1 tud 

Table 2.2 abo show that in d el pcd ountrie . the largest comp nent in h u ch ld 

wealth is r al e tate, at r ferred t a h u ing. Bcsid s, h u own r hip rat 

of housing in household wealth ha e b en increa ing rr ndel & L fe r , 200 I; d R n, 

Eichholtz & Koedjk. 200 ... : Mitch II & Mo re, 1997; Pelizz n W b r. 20 6). The tudi 

also show that cash i the mo t widel -held as l c ond to hou ing in proportion, v..hil 

share and bonds are the least. The e re ults are not lik I ' to b replicated in K n a becaus 

the conte ·t is different. D lop d ountrie enjoy a fa or bl in e tm nt n ironm nt uch 

as wide a ailabilit of ets stab! and low inflation. d lop d finan ial market and 

higher in estor incom , while the ituation in d cl ping ountrie . Ken a included, i the 

on r e. This sugge t ught to addre s. 

arcity requir peciaJ attention when di u in Lh comp ition of per onal ' ealth 

in de eloping countri . In their r icw of per onal wealth pro til in Latin m ri a or he 

and pit rman _007) u e two parameters to mea ur this a p ct. Th fir t mea urc i the 

shar of hous h Jd inc me from in estments rent. di id nds. intere t nd profit in t tal 

income while th nd i the prop rtion of hou ehold re i ing in me from inve tment . 

iting th ffect of high cone ntrati n of assets am ng the elite and I w a t holding and 

human apacity am ng the majorit , th re ear h rs report ignificant in Latin 

America. They find that hous hold that r cei ed incom s from r nt were a ut . % in 

Paragua and 9.8% in olombia while tho e re i ing di idend inc me ran d from 0.1 % 

in Brazil and Me ic to 0.7% in Boli ia. imilar a ·et carcity would bee p t d in K n a 

on a ount of und rd eloped finan iaJ and pro pert market . 

In Africa. Ar ete and dry (1997 e arnm data from th hana iving tandard urve 
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to as ertain th ountr ' 1 Jth ) per na \\- a own r hip patt m and r port th t nJy 5 °/o of th 

value f hou hold porttioii'os ,·n urban area h ld · e m th form f finan ial a ct . I h 

omparative figure is bout 40% in the U. . t arcit) 1 aJ reported in en\a in th 

2005/06 surv • whi h showed that onl 2 .6% of urban hou h ld r ei e in om rom 

interest di idend and rental oK, _Q07a . In additi n, th e pr p rt m me ar mall 

with an a erage of h 26.70 I p r y ar. 

In the a of K n a where the finan ial and capital market ar r lativ I underd , el d, 

there i a high lik lih d that the fraction f ca h in emplo ees p rtfolios i Jikel to b 

hi her than that rep rt d by tudi in dev lop d ountries. Lik \\ i . finan ial \\ alth i al 

likely to compri a mall hare of emplo e ' otal w aJth. 

2.4.1.3 Are per onal w a/th portfolio diver i/ied? 

Thi ub ection discu ·e di r ification at two level : for t omponent · and at ·ecuritie · 

I el. According to MPT, an aming maximizing in e t r hould target effi ient 

di er ification by ha ing an asset allocation that is similar to th market portfolio in the 

number of as et held and weight. uch holding i said to b an cffi ient p rtfoli becau it 

liminates the uniqu risk of each pecific curity. at o called un y tematic risk. n effi ient 

portfolio therefore ha onl the un-diver ifiable market-r tat d ri k th t i aJ o all d 

stematic risk. How ver b cause of th wide! -reported hallenge of appl ing th optimal 

Markowitz di er ification ( eMiguel et al., 2009), thi tud examined mpiri at e id nc 

on nai' e di ificati n in which investor ar d m d to cho as t rand mly u ing 

qual allocations to a hie as th I /n hcuri ti rule. 

where "n' is th number of asset in the p rtfolio. on equently, at th wealth c mp n nt 

I vel, di er ification wa e ·arnined bas d on the number and prop rti ns in the wealth 

portfolio of th as t types and cia es held, whit at th ecuritic I el, di er ificati n wa 

depi ted by th numb r of companie · har that th in c tor h ld . 

Back in th fourth centur , Rabbi 1 aa bar pha quat d to ha pro\ id d ' hat is 

con id red th arli t rule in a t allocation for nai' di er iii ation: ' n houJd ah a s 

di id hi alth into three part : a third in land, a third in m r handi , and a third r ad) in 

hand', (De iguel t aJ.. 2009, p. 1915). imilar to this ad ic , rec nt tudi ugg t that to 

achie e na'i di er ification at th weal th component le el in e tor should pr ad th ir 

In tments into ·third · u h that on third is in ca h treasury bill and b nd : aneth r third 

in pr perty: and the last third in hare . idenc in up rt of this is pro idcd b amn r, 
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Mankiw and Wei I 1997 v. h r port th t I ading in,· tm nt ad vis r m th 

r comm nd that con ervati c indi idual hould in e t in the '"third ··. Wat n 2 3) 

Wharton chool advi s empl ee to hav a imilar a ct all ati n in order to a hi ve 

w alth di ersifi ation. Corrob rating upp rt i pro id d b) empiri al finding fr m a tud 

in U A by deR net al. (2002 who r port that the b 1 di crsifi ati n ben fit fr m h u ing 

in tm nt are chie ed when 30 % of the p rtfolio i in h u ing. 

nother appli arion of th 1/n heuristi rut for n 'i di r ification i th number f 

s curities m asur which i anchored on how unsystematic ri k whi h r Iat to a pccifi 

\vlth in r as d holding of differ nt har . Th first 

conducted by · ans and Arch r 196 } ho model d risk in terms of the tand rd d "iation 

of th portfolio · return and oncluded that for a randomly- Je ted equall -w ightcd 

p rtfolio. th re i ery littl ri k redu tion b ond ight to ten e uriti . The total number of 

hare approach is also us d b Blume r cket and ri nd ( 1974 and Vi ing-Jor ens n 

(1999) to m a ure portfolio di ersiticati n with ac ptable re ult . imilarl . R ill y and 

Brov.11 (2000) r port that or random!) I ted har . about 9 % f the m~ imum nefit 

from di ersi fi at ion wa derived from portfolios f 12 to I share . Last I . a tudy b 

oetzamnn and Kumar 2007 u ing data for trade and month I of 62 3 7 

r tail stock in e tors in th A to test th ffica y f the total num r of uriti approa h 

offer useful in ights. The tud re ult show that th di ersificati n paramet r of th total 

urities appro imate the ariance-b measures with positi e m derate correlation . e 

fi regoing ju tifies appl ing th le n (II e uriti b nchmark h r after. 

iterature n per onal wealth indicate that de pile the ad antage a ciat d with 

di ersifi ation. mo t in e tors hold under-di r ifi d and 

eorgarak (2002 captur thi asp t aptly in n anal 

wealth data in RS of K to as ertain the per onal wealth portfi lio choice. 

r p rts that · ... In contrast to th pr dictions of th oretical m d I l uch a a pi tal 

Pricing Mod I ( APM)] the anal i of micro data uggests that mo t of th hou chold do 

n t in Jude an ri k ct in their portfolios and that the di r ification a r and within 

different ri k as et at g ric i limit d and n • for the r 1 \! e lth ' p. 7 . 

he diver iflcation puzzle cit dab c ha been plained an u I in w alth tudie . In th 

A King and Leap 1987) us ratio anaJy is to e amine th level of di er ification bas d 

on the 1978 urve of on umer inance 0 ci ion urv · of hou ehold ' ' lth data. Th 
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re earchers r P rt incompl t p rtfolio th t are xplain d b in orrn ti n t . fh 

fmding ar later supported b H Jias o nd rtaut (1 9 ) who appl e nat. 

on 1983 data to xamin why ov r T 0
Io f h u ehold did n t hold hare.:: · rh 

tudy show that low participati n rate in hare i f entry/pani i 11 n, 1 v • 

education and cultural practic . R Jat d fin ing b Pax on 19 0 u ing th J· data 

h w that low di ersification i du to borrov.ing con tr int on the part f th in\'e t r. 

Further in ight into th di ersification puale is pr id d b re nt tudi . F r in tan , 

Banks and mith 2000) e. amine UK Finan ial R sear h urve FR and aggr ate data in 

the p riod 198 to 199- to tud · the p rtf li of indi iduaJs. In thi tud the r ·ar h r 

emplo a thre -wa a t catcg rization for ri k cl : complet •I} a e 

a et compri aving , depo its and fi ed r turn national aving pr ducts: partially afe 

a. ef includ mutuaJ fund and in e tm nt trust : \.Vhile ri ky a et. on i t of share . b nds 

and busin ss asset . U ing ratio anal i , they find that 0% of th people pr fer to hold 

ompletely afi assets: that 50% of th hou ehold hold campi tely afi a ets nl · 8.6% 

h ld all th thre cia se o as ts; whil tho O\.\ning an two Ia 1.9% 

Th y als report that 73.4% f the amp! d populati n did not own an quitic . F r tho e 

with finan ial wealth th aJu of hares compri d nl 21.6%. v hilc that f, r b nd wa 

onl 8.8%. 

Th conclu ion by Bank and mith 2000 are supp rted b e 

different databas . the K FR dat , by G ogarak s (_002). h r arch r e amine the 

hou eholds' portfolio di r te choice of own r hip of risk financial a t u ing probit 

r gr ion analy i and r p rt that only few hou h Ids among the p orer d id to includ 

ri k [i rm of financial w aJth in th ir portfoli h tud rep rt that the important 

d terminant of wealth ompositi n are th 

investment in housing. 

of wealth, income, du ation and 

Variou w aJth tudi in the A r p rt wide pread under-di er ificati n in har held. 

ne uch a e 1 stud b tatman (I 9 7) whi h r p rt that 4 % 

hold on curit · 50% own up to two· and on I 11 % hold m r than t n. AI , Lu rdi 

200 I) r i '" the I 92 H al th and Retirem nt tud HR data in the A and find 

iden e to ugg t that the camp ilion of hou hold portfoli i rath r nai\ . Th tud 

ho th t about on -thjrd of hou h ld had all their financi I wealth in on a et. ' hilt: 

about 15% did not h ld financial wealth. further e f p rl ' tru tured P rtfl li . 
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about half of the r spond nt did not hold an of th ets \\hi h had re rd d high r tu 

Polkovnichenk (20 3) us 

amine th e ·t nt of di 

data fi r th 

quit p rtfoli 

to 

f hou u in rati 

analy is. Th re archer r p rt that four out of five of all equity-o" nin \\ere 

in esting in one to fi e compani : ab ut 90% in wer than t n. and that nc-third f their 

financial w alth wa tied in on compan . • inancial ignorance and th hop of re ci\ ing an 

xtraordinar gain a phenom non known a ·pr p ct pr fi ren ·. ar ad\ an ed th 

po ible rea ons. Th e finding ar upported by the tud b ellmann and Kumar (20 4 

of 40.000 inve tor in large di ount brok rag hou in th whi h rep rt that th 

m an and m dian numb r of hares in a p rtli lio v a four and thr e, re p ti\ I . I h arne 

tudy shows that ounger inv tors and th se in low income and non-pr fe ional atcgori 

hold th least di er ified quit portfolios. Mor re ntl , tatman 2004) re ie" s literatur 

on di er ification of equit portfolios and adds a twi t to th divcrsifi ati n puule: that 

in estors tend to on ntrate their p rtfolios in larg apitalization to k r in on lo ati n. 

Little is document d on as et holding of household and indi idu I in fri a. c rding to 

Ar eetc and dr (I 997), thi i part! due to th lack of r le ant h u hold urve ·s on 

con umption. incom s and p r onal \ ealth. In th ir r i w of Ghana Li ing tandards 

urvey, the res ar hers find that finan ial asset a count for onl 5 p rcent f the alu of 

household portfolio in urban ar as. Low di ersification i al o r p rt d in Korea. an 

em rging econom ' h re analysi of Korean Labour In om Panel tud KLJP ) data b 

h (2005 finds that m st hou eholds h ld n or tw finan ial a t in eith r rent or time 

d p sit. Thu the ketch a ailable iden how that th lu f formal t r financial 

a set in d eloping countries i low, and that the e as tsar a relati ely mall rnp n nt o 

p r nal wealth. 

Whether inve tor ar full plan their in tment and ub crib to utility th oric of 

earning ma..xirni ation or not. can b gl aned b an ·wering th question: 0 hou eh ld and 

indi idual go out to eek financial advic wh n making inve tm nt deci i ns? Kennickell et 

al. 1996 et out to answ r thi qu tion and anal fr rn a n tionall 

r pr sentati data f 4 000 hou eholds in the from th 19 3 F ata. ing 

multivariat anal . i , they find that 45% of th rc p nd nt ought finan ial ad\ i e "ith 

57% getting ad ice from friend and relati cs whil onl on quart r ught ad i e fr m 
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profe sion 1 bank rs, brok r ace untant . Jav 

2.4.1.4 ize of personal wealth portfolios 

The siz of p rsonal w alth portfolios i in the light of it ab olut mon ,tar 

\aluc and in r lat1. t rm th t · th · · a 1 , e m orne 1t an gen rat ompar d t lh h Jd ( 

finan ial rcquir m nts. The econd p t has mor on ptual ppcal and, re ting in the 

r aim f retir ment planning, deals -. ith the nonnati ue o the 1 el o 10 om nc 

hould ha e while in retirement. This i commonly r ti rred to a th 'repl ment rat ' 

which i omputed as ratio of a person s income needed to finan e de ired retircm nt 

con umption di ided by the annual pr -retir rnem inc me. In their xamination of hou h ld 

data in U to de crib and e aluate patt m in r tir ment a t a cumulation u ·ing 

de ripti e tatistics Mitchell and Moor ( 1997) de lar that th r pia rnent rat i ind cd a 

· piritual de cendant of L H'. The resear her furth r tate that effort t compute retir s· 

targ t replacem nt rate from mpiri aJ data hav in the pa t i Ide a \\id range of 

estimate dep nding on what is in luded in the c mputation and the d ta et u ed. 

Consequently, expert pinion on th appropriate repla m nt rate i emingl di\ided. 

Th Financial ~ ngin , a popular ource of retirement in e ting ad i e in th A. note that 

man fmancial planner estimate that r tir n ed about 70% of th ir pr -r tir m nt in orne 

to maintain their tandard of li ing, (Bodie, 200 I). M rrill yn h r mmend ab ut 65 t 

70% of pre-retirement income. This is als corroborat d b u. Mit hell and Phillip {-00 ) 

who propos a figur of 7 % from th ir re · w of IIR , and . unn II et I. 

(2006) wh uggcst a rat f 73 % from their re ie\ data. I low r. 

Wharton' Pen ions R earch Council ad o at s a 1 0% rate t ater for inflation and 

Ionge ity risk. In K nya, no imilar resear h has be n done and th r fore th rei n c untry 

benchmark. Ho e er a replacement rat f I 00% rna b mor appr priat for Ken. a on 

account of the countr ' und elop d social e urity, high d p nd n y rat s and inflati n, a 

w 11 a th n cd to pro id for financial upport to the e t nded family. 

ields a research gap regarding the n ed to d tennin the de irable rcpla ement rate 10 

K n a, who r ult ' ould b us ful to th p n ions e tor. 

Lit rature r vi -. ed ho arying iden ugge ling that lh " ·ealth h I b empl 

tend to b inadequat for their c n umpti n ne ds during r tir m nt. mong a numb r f 

similar studies Mitch II and Moore ( 1997 r port that the m dian ric an n the rg of 

r tjrement has t o little w alth to upport mfortabl lifl in retirem nt. hi d 
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Browning and Cro sl (2000) to r tat a onfounding parado. in the , hi h may be 

equally applicable anywhere el e that : 'apparent! , imilar h u eh ld appear t rea h 

r tir ment with cry differ nt wealth J I .nd man m re arri at r tir m nt with ltulc r 

no wealth at all (p. 28 . 

imilar s ntim nt are e h ed b Munnell et al. 2006) from their tud of I· 198 2004 

data to estimate the shar of working-age h u eh ld .. ho are at ri k of being unable to 

maintain their pre-r tir ment tandard of living aft r r tir m nt. Th · r ar her r p rt that 

about 43% of hou hold are at ri k of ha ing inad quate retirem nt in orne, and that mo t 

of the working-age population av irtually nothing ut ide of their empl er- p n or d 

pension plan . 

he pr dicament of inadequate w alth that s m t lace many p oplc , ho ar approa hing 

retirement i captured b a retirem nt con ulting firm, The Hartford Finan i I 

(2007), in it urvey m urope and Asia. The C mpan ommi ioned n indep nd nt 

research agenc , pinauri. ho poll d 6 500 consumers aged 45 year and old r, and 

r ported that a ros the globe baby boomers who are readying th m el es or r tirement are 

facing a cri i of confidence over how to prepare for r tiremcnt and where to tum to for help. 

The surv y r p rt that most p pie who realiz that the ha inad quat re ource are 

planning to work longer into their retirement. he poll re ults r inforce the rol f culture in 

intluen ing in estments through per onal prefi ren . High ri k a er ion rat are rep rt d 

for people in uth Korea 79%). Japan (69 %) and erman 71%. while tho e v h are 

less risk a ere are in th K 59%) nd th (41 %). 

The empirical e idenc e amincd ab is mainJ fr m d clop d countri which limit its 

r le anc to enya. his bring out a clear r arch gap: th n ed to collect primary d ta n 

personal wealth portfolio and examine it t a c rtain the ab olute le I and adequacy of the 

wealth portfolios. Ilowe er om important I ons that ar relc ant to th urrent tud} ar 

worth mentioning. ir tly, the wealth portfoli s of empl ecs are lik ly t be lov , b th in 

ab olute t rms and relati to what i r quired to supp rt their consumpti n need while in 

retirem nt. Thus. a low replacem nl rate is xp ct d. hi may b part! due to lack of 

retirem nt planning, leading to low a ing and in tments. Furthermore, a high I vel of 

het rogen it in th composition and le el of emplo e · wealth p rtfoli i al o e pect d. 
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2.4.2 De ign of Perona/ Wealth .rudies ani the Determinant of Perwna/ Wea/ih 
Port olio · 

Thi b . 
u e non con id r finding from mpiri I r ear h n th de ign o udie and 

det rrninant of p r nat ealth portfolio on the pr mi of the L 11. Pl and the 

s parate r iew i made on the r le of a ing in inlluen ing per onal lth p rtfolio . 

2.4.2.1 Empirical eviden efrom personal wealth tudie a ·ed on the /ife-c c/e h pothe ·i 

nc of the artie t tudies that mpiri all te t d th pr p it ion of th I I that r onal 

ealth i an increasing fun tion of ag until r tir ment w 1975). ing 

ngitudinal data from the K Inland Re nu n individuals c tale tax from I 91_ to 1971 

to plot' lth again t a . horrocks found vid n e in upport of the L H. h finding ar 

challeng d by King and Oicks-Mir aux I 82 on th ground that th tud ,..,a on 

individual rath r than hou ehold · it x lud d p ple who die v ithout wealth nd omiu d 

a sets that anish aft r death uch a human apital pen ·ion and a~muit right . Be id s. the 

profit of one as et at the time of death rna n t b r pre ntative of th ir " alth in th 

n rrnal our of life. e erthel ss th rc ull ugg t that age i an imp rtant det rmin nt 

of th monetary alue of a p r n · w allh portfolio. 

Using 1983 and 1986 CF data Gale and cholz ( 1994 stud th ffect of tran fi r on 

wealth a umul tion in the U A. Their findings in supp rt of th altrui ti I I sho"" th t: 

one-third of wealth transfers occur within generations. int nded trans[! rs account for_ %of 

wealth. while b qu t tak up a furth r 31 %. Th r ult of thi tu ugge t that 

inh ritan s ar k d terminants f p rsonal wealth p rtfoli 

Th role f gender differen es in investing and ri sk-lakin on p r nat w alth wa · !early 

docum nted b Bajtel mit and B rna k (19 6 b ed on a ratio analy is of que ti nnair 

sent to li nt of a large U brokerage firm. Th tud h w d that after ag and in orne. 

gender \ a th third mo t important det rrnin nt of in tor t le. W men m rg d mor 

con rvati e in e tor ompared t m n. In a r I ted tu otlik fT. and 

ab lhaus 1996) xamin d wealth data bet\ n 1960 and 19 9 

e r and found id n to ugg t that on umption b m n 

that the nsion and human wealth of men in the age group 65 to 85 y ars c c eded that f 

worn n ignifi antly. 1 h se finding ugge that a e in orne and gend r ar like! to ha\ 

ignificant corr lation with per onal w alth holding. wh re for in tance, m n \ uld b 
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xpected to ha e mor wealth than \! om n. th r thing aJ qu . 

In the U · Y o (1994) exarnin F data to a ertain hov. invc t r 'p rtfi li of,. ealth in 

risky as t is affected by age. A r gr s ion f th portfolio com ·ition on th r p nd nt' · 

age r eats that age is a significant fa tor in d t rmining the p rtfolio c m ositi n. lnu . the 

percentage of in e tors eeking to maxim is r tum on ime tment dimini h · a · the gc of 

the hous hold increases -. hile th fraction of indi idual king to af guard apital 

increases with age. ntrary to theory. the stud found that during the working life. 

households t nd to progre si ely increase th ir holding f bare . \! hilc the fra tion o ca h 

and ca h equi aJents diminishes. Th researcher identifie a research gap in the e rc ults and 

uggests further "ork b done to identify a ati factory mod I of imcstor · bcha"i ur b 

fo using on factor that are n t lin arl r Iated to ag . Th re ult . ho\! r, imp! that older 

emplo ee houJd ha e a higher proportion of their w alth in hare and 1 in ash and 

reinfor es the fact that age is a k determinant of a per on· w alth portfoli . 

Banks and mitb (2000 empl y th L H framework n both FR 

1980 to 1995 to study the p rtfolios of UK indi idual and their 

and aggreg t dat fr m 

olution. ing probit 

model . th y find that non-ta:: pa ers ha a low r pr babilit of h I ing tax-fr 

in estment . he likelihood o h lding share is found t ri e from age 30 at th rate of I% 

for every years until age 65 wh n it falls. he mo t edu ated ar found t hold 7% f their 

wealth in hare while the wealthiest 5% have mor concentration of hare . These finding 

lead there ear hers to conclude that: 'the con entration in ri k as t incr e furth r in th 

wealth distribution. allh ugh in the top quart ile ri k as t ar more likel to b h ld in the 

form of inve tment, tru t • unit tru ts and P r onal quity Plan P P ) as oppo ed to dir t 

h I dings in to k · (p. 25 ). The re ult ugg t th t cmplo ee age. in me and education h 'e 

a po iti e correlation with the siz and div r it of mplo ee w alth portfoli . 

nal sis of household portfolio in erman in the 1980 and 1990 i d ne b Bor h

up n and ymann (2000) u ing two our e of mi ro-le I data Y and pieg 1- erlag 

urvey '' oil und Hab n") along ide macro data from German oci -e onomic Panel 

( OEP) under the CH frarn work. The re earcher appl)' probit model and multhariat 

anal si to in e tigat in e tor ' willingne to hold ri k ass t . The rep rt high own r hip 

rat of dome tic bond and lifi a urance ontra t . but lo'' holding f har and real 

e tate. The willingn s t hold hares i fou nd to increase with ag wealth. education and 

financiaJ kno' ledge, \! hile per ons "ho acti el eek infonnation from di r e bank were 
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mor like} to hold di\ r ilied portfolio "'h rea per n, rei •ing n the advice f family 

and friend or their 0\\11 bank w re m re lik I to hav cl arty nfc a onl ·. fhu . with 

r sp t to th curr nt tud , old r, wealthier and m re edu at d empl 

have a higher prop rtion of share in th ir wealth p rtfolio. whil th • wh ck 

profe i nal ad ice \J ould ha c mor di er ified p rtfoli 

Th ontro r on the importance f lifi cycle and b quest a ing v ith rc rd to wealth 

ac umulation is tackled by Dynan et aJ . 2002) \Vh n th u a tw -p ri d m d 1 in "'hi h 

hous hold have an altrui ti bequ t moti e. Th xamin the 199 data \\ith life pan 

uncertaint and no bequ sts. and report that a ing pie 0 60 ars) 

ar 10 %, and n gativ . at -11.3%, for older people. When unc rtaint. f life nd a bequ ·t 

moti e are introdu ed. a ing among the oung r limbs to IS % ·ompar d to 0.6% for ld r 

people. An thcr indication that b qu t re import nt i that tb b que t r a n for a\ ing 

ascitedb) 12 %of th ampl compardto30 %\\h quotd mcrgn lilln \o\hil 45% 

ingled out retir m nt. The findings ugge t that inheritance are important determinant of 

the ize of per onaJ wealth holding. 

In hat i aid to be the first tud of it kind in Japan, Iwai ako (200") ·amine th role of' 

age-patt m relation hip in hare and hou ing p rtloli s u ing aggrcgat data from the Bank 

of Japan Flow of Fund A counts and urv y data from the entral un il f a ing 

Promotions together ith ikkei Radar data drawn mainl from T k oM tropolitan area and 

th urrounding Pr fe ture . Applying regr ssion and probit analy s, th r ar h r' 

findings contradict theory b reporting an increasing proportion of shares in wealth with ag 

peaking at mid fiftie and that the percentage of the population owning hare in rea e \o\ith 

age. The same pall m is al o reported of 

hou ing. The r ear h r r port that hou own rship ha a igni Jcant p itiv imp t on 

t ck market participati n and th pro ortion f financial wealth held in hare . Th r ult of 

thi r be treat d with ution b cau th ikk i R dar data rna be 

inappropriat becau ros ctional rather than from a panel. ll rna al o compri e 

ounger pe pi in Tok o and th r for unrcpre nt ti tud r r ult ugge t 

that older emplo ees are xpected to ha e a higher proporti n of hares and hou ing in their 

wealth portfolios in e age is found to influ n the wealth p rtfolio mi . 
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2.4.2.2 Empirical evidence on P r onal wealth ·tudie · ba ·ed on the modern por~folio theory 

ohn, Lew II n L a c, and chlarbaum 1975 att mpt to rc n il th f) with pra ti e b 

in estigating th effe t of wealth h lding on the pr rti n f indi idu 1 a . t all at d t 

ri k a set · Using data obtain d fr m 972 re p ndent t a mail que ti nnaire ur am ng 

customer of a nati n-wide r tail brok rage firm. the r archer itc e\ id n e to upp rt 

theory: a rong pattern of d ri k er ion wa found. Thu . we hh 

in rca es a high ·r proporti n i ommitted b. the h lder t ri k a t . 1 h finding ugge t 

that wealthier emplo e s are e;pected to hold a higher proportion of uit in th ir weahh 

p rtfolio· thus, wealth size influen c ' ealth portfi lio . 

The pr positions of MPT find furth r appli ation on th r lation hip b twe n n im c tor· 

risk tol ranee and the I vel f wealth holding wh re Mclnish Rama wami and ri tava 

(1993) in c tigate the link bet\: of w 11-being: n t worth 

and in m s. ing data from 3, 00 hou eholds el t d random! cr the th tud 

results confirm theor where labour in orne is found to b in cr el rclat d to ri k av r ion 

\o\-hile wealth I vel i found to affi t ' ealth holding thr ugh the portfolio tru tur du t 

decreasing relati e ri k a ersi n. More fundamentall , th re ar h r find e idence t 

that risk tolerant in e tor t nd t hav more ealth. Thi leads them to oncur with 

observation made b profi ssional in tment manag rs that m t p opl \o\-ho manag th ir 

own retirement fund make wrong in e tments b ele ting to con rvati p rtfoli that 

ha e 10\ r tum . h import of the finding i that ri k-a er 

low r I el of wealth and le di er ifi d "" alth p rtfolios. Thu , p r nal pr [I ren re 

found to be important d t rminants of p r nal wealth. 

purred by an bser d increase in hou e owner hip high hare of hou ing in wealth. 

substantial returns tor al estate wh re lbb tson and iegel (1984) report an annual return of 

8.3% b tween 1947 and 1982 in the , and the act that h u ing w alth wa x lud d 

from the original MP , re earch r ( oetzmann & lbbot on. I 90: Kall erg. iu & Gr ig. 

6) appl MPT to a c rtain th effect of bou ing n portfoli ch i . Additional e id n 

from e era! t r tum data ho that r turn t r al e tate ha 

lo ari bility and ar v eakl c rrelated t tho for finan ial a finding ugg, t 

that r ification ben fits. Whil t th r i oncurr n that an 

efficient portfoli ought to include h u ing, con en u is lacking n the id a! fra ti n. 

Whereas G tzmann and Ibb t n 199 ) r ommend a 50% hou ing bar t w alth, 

Kallb rg et al. ugge t 10 to 20%. Th important! on h r is that the in lu i n ofh u ing 
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a et is conditional to a di ersified' eaJth portti Jio. 

Bodi and Cran I 997) survey participant drawn random! from f1 1 re ords in 

th A to xamine ho\\ indi idual holding of har i influ n d by wealth fr m p· 

framework. Appl ing quartil analys' t th d bt · d fJ 
1 o e ata o ame rom qu ·ti nn ir , the 

re earchers find that in the low st n t worth quartile the a\ r g prop nion f non-

retir ment a et h ld in cash a 57%, whj),e in the highe t net worth quartile. thi · fill to 

25 %. Th tudy confirm the ag w alth profile: oung r mpl e hav I v er n t wealth 

than older one , yi lding a p itiv correlation coefficient f .346 bet\ ecn a and net 

worth. In th arne study, th fra lion of share h ld in finan ial a et is found to dcclln b) 

0.6% ith ea h additional year of age. These r ults suggest that age i an important 

determinant of the compo ition and size of employ wealth portfolio. 

In a ompreh n i e stud of 1992 HR panel dat of households. it h I I and M rc 

(1997) test empirically whether wealth i associated with potentiaJJ* explanator factors uch 

as education, marital tatu and hou hold total income. Th r ult ho\\ that \\ealth level 

trongl increa with education. where the median married coupl had thr and eight times 

the financial \ ealth of the single maJe and singl fi male hou ehold re pe ti I) . The r port 

show that th shar of wealth held in housing fall with edu ation from 70% r r th · not 

attain d high chool grad , to 40% for holders fad anced d gre . This rna be explained 

by the fact that housing tends to dominate oth r form of wealth for people with lov 

ducation. The implication of the findings i that education, marit I tatu and in orne ar 

important determinants of the c mpo·iti nand size f per onal wealth p rtii li . 

The wealth effi t of per onal pr fer nee thr ugh ri k a er ion i al o examined b) und n 

and ur tt 1998 in their stud of I 992 and I 995 d ta u ing a mullin mial logit m del. 

The research r operationalise attitude to risk and me If-reported willingne to 

change ri k for return. Wher as absolut ri k a er ion is m asur d as the monetary alu 

of one s portfolio in e t d in ri k a sets relati e ri k a er ion refi r to the proportion of 

risky assets in th inv stor s wealth. Th e id nee suggest that risk-a erse hou ehold inve t 

more conservati cl_ than tho e willing toe change ab ve-a crage ri ks for higher return . 

h interpla of gender and marital tatu in det rmining v hether in e tor ch c ·mo tl) 

bar ' or otherwi e, wa in estigat d by Jianakoplo and B rna k ( 199 u in the F 

1989 data sample. The researchers regre s d fue percentag holding of ri ky finan ial a et 
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on total finan ial wealth a · t to ·planatol) ariable u h a age, in m . gender, marital 

tatu , ra e and number of hildrcn. 

coeffi ient of th \\ alth variabl , in 
us. measuring relati\e ri k aver ion b) th ve 

women " rc found to 

asset holding than single m n or married couples. ln th am 
in their 

that participant ' If-report d in estm nt ri k t leran e pr vid furth r e\ id n e that 

themselv to be le s inclined to ri k-taking than men. he e r ult ugg st 

that risk-a er e emplo ec hould have a lower I el of wealth: thu p r on 1 pr (I rcn s ar 

important det rrninants of the iz of p r onal v ealth portfolio . 

In the A. King and Leape ( 1998) amine the urve of n urn r inancial 0 i i ns 

data drawn from a stratified ample of6,010 hou · hold to tud. th all tion of, ahh 

among a et . ot surpri ing. th y lind a pr alen e fin ompl te portfolio v.h re 9% of 

the people own bank account onJ . 50% own har . and only 10% own all three: ca h. 

share and pr p rty. Th re earcher argu that tran a tion ost for e optimal portfolio to 

contain few as ets h nee the reason for incomplete portfoli cknov I dging th realitie 

and constraints impo d on in estor b imper[i t market th re ear her conclud that 

portfolio choice in such market depend on (i) income and wealth to finance Iran a lion and 

information co t . and (ii) financial information that i pr xi d by ag . edu ati n and p r nr 

wealth compo ition. In the ca e f Kenya, v h re the financial market ar not well 

de eloped, mploy · are lik ly to hold narro\ wealth p rtfoli on ac ount f th 

mod rating influ nee fthe tcrnaJ n ironment. 

Arrond I and Ma on 2002 anal e th Fr n h ati nal In titute r tali tic and .conomi 

tudie (IN E urvey and aggregate data to rtain the p rtfoli choic of Fr nch 

h u ehold . he rc archers build n th works f King n Leap 1998) and on id r 

ources of future ri k su h health. famil ri ks (marital tatu and famil ize), 

and incom risk (s t r of mplo m nt pre iou unemplo ment re ord and wh lh r ne i 

an emplo ee or elf- mploycd . sing quartile and probit r gres ion . th report that the 

proportion of Finan ial as ts increa es in hou hold wealth: that th wn rship f hare 

displays a hump-shap d ag profile· and that education ha a p siti e correlation with th 

proporti n of share in wealth. Th r arch design in thi tud is parti ularly rele ant 

b cau e it ombined the in its conceptual framework. alth ugh it did not 

include MP . his •i ld an imputati n that wealth, age and edu ation hould be imp rtant 

d terminant of the compo ilion of th wealth portfolio of employ e . 
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ing th 2002 Hou ehold urY y dat ib on and bie 2 3 e. pi r th k a 1 rs 

that explain the diffi rene in n t non-human capit I am ng h u h ld in e\\ ZeaJ nd 

De ile anal e and third-ord r pol) nomial regr i n h \ a mark d hump hap f w alth 

to age with a peak at 55 to 65 ear . The appl) pr bit model n th p rtion 

held t prox ri k-a er ion and find that ri k-aver im • t m r n n. at
1
v •I . 

he re earcher al o r port that consumption. pen i n and human wealth of m n u ·uall) 

xceed that of worn n since the laner tend to ha e I wer re urring in orne n li\e 1 nger. 

moderately weak orreJation f 0.33 betwe n alth and in om i · rep rted. \\hit ther 

important w alth determinant are found to be ear of ling, th num r f 

childr n and family health. I o, inheritan are found to ha e a major effe t n wealth in 

that onl one-third of w alth a cumulated is on umed and that th b) n 

t r cei $ I 0,00 in inh ritan e enabl such p opt t have 24.0 mor ealth 

than other . he e findings ugge t that key d terminant of the it-e and ompo iti n of 

employ e w alth in lud : ag . g nd r, ri k r ion. in om , edu ation. and inh ritan e . 

2.4.2.3 Empirical evidence from per onal wealth rudie baed on the ociolo ; a/ Approach 

This subs ction examine the re ults of mpirical studies emplo ing th on the natur and 

detenninants of per onal wealth portfolios. his being a r lati el ne approa h in the tud. 

of p rs nat v ealtb portfolios. mo t of th studie are ry r ent. 

In their U tud . Badu et al. 1999 apply canonical correlati n naly i F 

data to e amin th intluen f cultur , as d picted b thni ity, on th a ct and liabilit 

c mbinati n of bla k and whit . The find that bla k hou hold ha I wer m an a et 

and liabilitie compar d to whit bous holds. The findings reinfor e the c n lu ion by 

Brimm r 19 1 . aJ o in the A. that culture has a ignificant inOuenc n \ ealth fr m th ir 

t nd to pr fl r liquidit and 

tn e ·tm nt prop rt . white hou hold tend to prefer financial as et and one ntrate their 

m e tm nt in ingle famiJ dwelling . ppl ing th finding to Kenya ugge t that 

employees culture a proxicd b ethnicity and r ligi n 1 likely t impact th ompo ition 

and ize of their wealth p rtfolio . 

Uc llo (2000) studie the as t allo ation b ha iour b investor characteri ·ti 

a tion based on 410 k) data in th F file. sing pr bit model , cell find th t marri d 

women with non-w rking hu bands in e t m re con ervat1vel than tho ' ho c bu band 
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' ork. Th stud al o re eal that II cat1'on t h h' h r. o are are 1g r aor emplo;cc · with m rc 

job ecurity and longer servi : emplo_ v ho h k d · h 
. v w r rn t e am ompan) fi r 16 t 

20 Y ar hold on a erage 62% in hare , comp red t 31% for th c ith 5 year w rkin 

peri d. For Kenya the e re ult ugg t that public rvice mplo · ·. ,,h h vc m r jo 

curit and are longer rving, should ha e a high r pr rtion of th ir w alth in har . 

Therefor job t pe i a det rminant of the omp it ion of employee wealth p rt 

The interaction b twe n ulture and p r onal wealth is xamined b an and iao 2 03) 

who compared the risk preference attitude and beha iour b tv een a ample of 470 hin 

work rs from uangzhou cit and 2.671 American u ing the 19 F dat . rh 

r earchers report that hine p opl wer mor risk tolerant than Am rican · in their 

financial d cisions. The Chin were at o found to have a high r ri k pr fi r n e ttitudc a 

m asur d b th ategori al ariable of willingnes to take ri ·k a well a higher har 

ownership rate. Thi i al o interpr ted a a measur of financial risk-taking b h iour. 

But the findings are riticit: d in a r ent stud} titl d "D e Finan ha e ultural 

Dimension?·. b Hen and ang (2007 , who argu that the re ult em to ontradict 

existing stere types, and sugge ts that th phenomena could be explain d b the u hion 

hypothe is pr po ed by Weber and H e ( I 98): thu pe pie fr m collectivi t ocieties rna 

b apt to engage in more finan ial ri k becau e the ha e a o iet I cu hion that vvill pr t ct 

them from d wn ide ri k. Thi con lu ion i n n-trivial sin e it impli that ulture has a 

profound ffe t on risk pr feren e and hence th bt in an investor' 

portfolio. Be au e f th e t nd d famil y tern in K n a and the t nd n toward 

collectivism, cmplo e in Kenya ould be expecte to b risk t I rant and ther for hold 

ri kier portfoJi s, with a high proportion of share . llowev r, thi rna b con train db a 

car ity du t und eloped capit I market , I w edu at ion nd Ia k of finan ial advi c. 

The interpla f ultur and r ligion on wealth and h vv famil pr es in hap 

adult well-b ing ar also ·amin d b) K i t r (200-) u ing a nati nall. -r pr entati 

sample of 12 686 • oung adults g d 14 to 22 ear in th he rc earcher find that 

p ople from c n rvati e protestant familie as d picted by f od. Baptist and 

Pentecostal. are a set po rer than Roman atholic and Jews. Thi i on ac ount f lo' 

educational attainment, early marriage. high fertilit , J w adult o cupational attainm nt. and 

limit d incom . The findings lead th r searcher to hyp the i e that th religi u t a hin of 

acrificial gi ing and Lh di c urag m nt of accumulation. dimini h th ir ealth. 
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urprised b report d widening of larg differ n e tw n the n t \\calth f Ia J.. and 

hite · wh r th mean w alth f whit h u eh ld in 20 r p rted to 4.2 tim th t 

of blacks in the A, Yao et al. (2005 , amin si wa\ of 1 d r: · ata ,rom I 8 t 2001. 

The stud was designed to a c rtain the und r1 ing det rminant of willingn 

finan ial risk which in tum a fi ct portfolio all cati n . a , p rtfl lio mi 

de elop an updated model of the und rl ing determinant and ugg t th ram work 

reproduced in Figur 2.2 below. 

Figure 2.2: onceptual Relation hip bet een Race thnicity and Portfolio II ation 

fa tors 

Race and 
Ethni ity 

Ri k a crsion 

Source: dapted from Ya , tal. (2005), pSS. Figur I 

II ati n 

h ab cone ptual mod I i app aling to the urrent tud be aus th r ar her 

id ntitied the thre ba ic d 1 rminant · f portfoli to b life- cl fact r , 

· ciol gical fa tor and ri k-taking b h our a h V\'l1 in the bo. outlined in b ld line . In 

it cor , the m d I intuiti cl ombine the H. MP and A c n cptual fram work . In 

thi propo d model, the indep ndent ariables ar grouped into thr e: culture (race and 

thnicity), risk a er ion and oth r (life- cle tag du ati n, finan ial tatu ) whit 

rnarket e. p ctations and willingne s to take ri k ar intervening vari bl . Portfolio 
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allocation wealth ompo ition), is th depend nt , ri bl . ith a fl \\ moditicati n · to thi 

model, thi re earch r is able t d rive infcren e that und rlic th de ign of the urrent IUU) 

as h wn in Figure 2.3 on page 66. fin 1 I rl tabli h th 

central place of culture and religion in influen ing p r 

Drawing on in pi ration from Web r 1958), i Matteo (2 07) naly A76 r\! rd or the 

1892 to 1902 probat d dent re idcnts of ntario for impact f religion on 

th le I of wealth and rate of wealth ac umulati n. ntr lling or ag , birthpla 

upati n g nd r and urbanization. the res ar her find e idencc to uggc t th 1 religion 

and denomination ha e ignificant effect on wealth. Th r p rt that th level f wealth 

owned by Protestant ceeded that of atholics; the Angli an had m r w lth than 

Methodi ts and Roman Catholic , while the age-wealth profile for Bapti t . Anglican nd 

Presbyterian ' ere teep r than for Methodists and Roman Catholics. Thi , the r ear her 

argues could b explained b the denominational teaching on hard ork, piet nd tithing. 

dditional mpirical cvid n e on how religion influence p r nal wealth is provid d b} 

I Ieaton, Jame and hen ba- ak i 2007) ho usc data from hanaian Demographic and 

llealth urvey for 2003 to und rstand the relation hip between 

religiou affiliation of ither Chri tianity or I lam or traditi nal beli f: . The re earch r 

report findings that protestant Christians had significant advantage in wealth h !ding and 

ducation, whil Catholics and oth r hristian had interm dial alu s on th se 

ocioeconomic outcome . The arne tudy bow d that Mu lims and tho e pra ti in 

traditional beli fs had a significant disad antage. Th re ult pr id furth r upp rt to th 

onceptual mod I that was d eloped for thi tud in tion 2.6 belo 

2.4.3 tudies on Per onal . aving for lnv tment 

The tri-annuaJ F ur ey and th IIR panel data pro id important information on 

household sa ing and wealth in the . In these surv , and near! all v ealth tudi . 

aving are depicted b the self-reported p rtion of inc m that i a d by th re pond nt . 

Bernheim 1996 xamin s CF data using ratio to a c rtain th determinant of a' ing nd 

r port that a ing ar an increa ing function of finan ial and onomic litera . FoliO\ ing 

thi . Kennick II, tarr-M luer and unden ( 1997) appl ratio analy i n the 19 9, 199-

and 1 95 F data t a certain the recent hange tn a ing pattern· and 

report that ab ut on -quart r of hou eholds in th do not sa . 
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imilar finding of lo\ a ing rat ar r port d b Mit h II ct al. ( 1997) u ing de · riptiv 

tatisti s to de cribe and evaluat pattern in r tir menta eta cumulati n baed on the 1992 

HR households' panel data. Th find thr ere ons to plain th IO\\ \-ing rat ·. narn I> : 

lo" inc me ; I k of If- ontrol. whi h i cau ed b pe pi · d · ire r r imm diate 

consumption· and inability to plan for a ing au of un ertaintie re arding Ji~ 

expectanc high inflation rat s. low int re t rate , labour income ta e , and I "' a et return . 

The latt r two reasons have a c n eptual appeal for the urr nt stud be au the imply a 

role for beha ioural finance in e amining a ings and th ir f~ t on' calth portfolio . 

he lack o planning for sa ing is further corroborat d by Yak bo ·ki and Oi kern per 1997) 

who appl regre ion analysis toe amin dat from the 1997 R tir ment onfid nc urve 

on the retir rn nt planning and saving behaviour of American " rker . The tud} rc eal that 

only one third of current workers in the U ha e tried to d terrnin how mu h the} n d to 

sa e to fund a comfortable retirem nt whil 37% ha e gi en little or no thought to their 

r tirement. Gi en these findings it is expected that mployee ' ho plan for a ing in Ken a 

are lik I to be a mall number in relati e t rms. 

fn a " idely-qu ted tud , · ~xplaining wh oman peopl do not a e ·• u ardi (200 I) u e 

HR data in the . . to e amine a ing in ld r familie who h ad were born bctV\e n 

I 931 and 1941. ing r gression analysis. the find that 30 p rcent of the hou eh ld do not 

a e. a situation \ hi h th re arch r attribute to th comple ity of th planning pro s: 

individual Jearn to plan from older siblings and the experiences f their parent . The tud 

identifie a link b tv e n a ing and hou ehold wealth wh r th rcsear her rep rt that 

households who e head doe not plan ha e lower wealth holding and c I than tho 

who mak r tir ment plan . How ver. the result ar not c n lu i e about th d t rrninant of 

planning and sa ing . Thi impli sa r ar h gap. 

In th K, uariglia I 98) u e panel data of I 0 00 indi\idu I in th Briti h Hou h ld 

Pan I tud (BHP ) 1991 to 1996 to e, amine people · sa ing b ha iour. A tobit anal i on 

th data shows that labour incom ariabilit ignificantl afli ts a ing wh reb maj rity 

of a ing are informed b the pr autionary moti e rather than in e tm nt . urth r 

c idence on the relation hip b tween incomes and a ings i pro ided by Butelmann and 

Gall g (2000) in their rc ie,.., f th 1988 and 1996-97 I lou eh I Budg t urve of hile. 

sing nal is of ariance (A OVA . the r port a p iti orrelation betw en a\'ing rate 

and in om le el. as w II a th hou hold s education I v I. which the argue i a b tter 
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pro y for permanent in orne. he e re ults r infor c th k 

determinants of per anal wealth portfolio . 
'ing in tud f the 

Recent) Munnell t al. 20 6 re iewcd a nationall) repr mative mpl o -t.S 0 

hou h ld in th 2004 data to aluat hou eh ld · a\ ing p tt m . fhc 

r earcher r ported I w a ings wher mo 1 of the \! orking- gc populati n ave , irtu 11 

nothing outside their employ r- p n red p n i n plan. Thi ugge t that mpl ye 

likely to ha lo\1 a ingrate . 

Further e planation for lov sa in rate is pro ided by id n e on th rea on v.hi h 

m tivate p opl to sa . rom their re i w of I 95 data Kcnni k 11 and tarr- luer 

1997 tabulate the percentage of merican hou eh Ids wh it difli r nt rea n for m : 

pr cauti nar m ti 33%. r tir ment 24%. u tion (II%), maj r pur ha 8%. 

m tment 4%, buy a home 6%. family (3%) and th r r in tructi 

fr m th sc r ults that a r markabl lo perc ntage of h u hold · a\ ing or 

in stm nts. h import of th e findings i that mpl e a ings in en a are expe ted to 

b low with much les going into in estments. 

Empiri al iden e on a ing for inve tment by employ es in n a 1 care part) u to 

urvey data. otwith tanding thi challenge. u ful in ights are 

pro ided by e id nee from hou h ld urve an broad macr -e onomi data. h 

in ight i pr ided b the 1998/99 Int grat d Labour 1998/ 9 I L that u d 

data from the third \1 !far monitoring tu 

poverty among mploy e (G K, 2003a). The urv 

mine th incid n e of 

ing rate of I %. 

Th e findings are omewhat corroborated b data from Ken a' annual 

that r aJ a national gro a ings rate a raging 13.1 % bet n 2003 and 2008. Thi 

national a rag hould be read with aution th ugh. and rna b unr pre ent ri of 

empl ee a ing rates n a c unt f ountry"'~d a eraging. 

La tl , th w alth holding and sa ing r t s of empl in Ken a an al o b imputed fr m 

th fra tion of hous holds that r cei incom from ving . int r ·t and in trnents. Thi 

e idence i obtain d from th of 13.430 hou ehold that ,., 

d signed to coli t data on ertain s i -economic a ct· of the K n 'an p pulati n 

2007a). Th stu r p rt that 28.6% of urban hou holds re ive intere t, di\ idend. and 

rental incom from their in e tm nt . alb it at an annual a erag f h 26,70 I. 
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An indire tl r fated i sue i th I \ utilt. att.on 1 · oan tn n, a. F\ idcn c in thi · regard i · 

pro ided b th KIHB 2005/06 urv h w that onl 29o/
0 

u 

s k credit. f tho who ought credit, 3 % obtain d it rom n igh our friend v.hile 

19.3% btained it from A s. he report a! o h w that on!) 27.2% of the h u ch ld 

who take credit u it for in e tm nt : 2.5% to buy I nd, 2.2% t pur ha 

input 13.7% for other busin s input . and final! n truction of 

dwelling. he e statistics imply that only % of all 

inve tment . Thi lo utilization of redit to !inane in tm nt rna p rhap b e plain d b 

the phenomenon of wide inter t pread oupled with potential! lo"' financi 1 kno""lcdg 

and challenge of a ces to r dit. 

The evidence cited abo e sugge ts that p rsonaJ a ing rate are low and that few pic 

sa e for in estm nts. In de eloped ountries, th main rea on for thi app r to be Ia k of 

planning whil for de eloping ountri th rea n rna include ad er c tern I factor 

such a wide intere I pread, undev lop d finan ial markets. high inOati n rate, w II a 

per anal attributes u h a low incom altrui tic b ha iour and Ia k f man ial planning. 

In Ken a or in tance, the combination of lov sa ing rate and littl u 

borrowing onstraint and lack of financial so phi ti ation are like! to b a pr ur r t p or 

in estm nt . n the e premis s. this re earcher opine that the campo iti n and ize f th 

wealth portfolio of emplo ee in Ken a is lik ly to be impact d ub tanti lly b their 

sa in s. Consequ ntl , the curr nt study f the we Jth p rtfoli s of employ e in K n a i 

d ign d t include a ing in it con ptual de ign a h wn in th mod I that i pr p ed 

and di cu cd in ection 2.6 b low. 

2.5 Syfl opsis andRe earclt Gap Identified 

The review in ction 2. 1 to 2.4 ab how that the mo t comm n con ptual fram ,, ork 

that ha' b en u d t tud p r anal ' ealth r the II and P'l . iol gi ha' at 

am out a numb r f tudie in thi area. mo tl fr m the lau r part of th ... Oth entur . 

id nc from tudie · pr mi cd on th L II mph siz f ' ealth 

accumulation/deccumul Lion and largel confirm the ba i pr position that during one' 

working Jifi , wealth i an incr a ing fun ti n f age as in om ri es and a ing ar mad to 

finance in tments. ontradictory empiri al id n e nd criti ism leading to r lru ation of 

the ba ic L H a umption ield th altrui tic model whi h i upp rt d mpiri al data to 

h ' that b qu st inOuenc p r on I wealth portfoli . When th ertainty umpti n · of 
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the L H are r laxed, r ar h how that wealth i · influen d b) thcr p ·r nal attribute 

b id ag and inh ritan . while temal fa t r · aJ count. fhc ntr lit} of in orne, 

aving and in estm nt in influ n ing per n I wealth i nfirm d. h m a " elf; rc 

per P cti e. th ke c nc rn i v.h ther emplo •ee · a umul te nough ""' alth to r 1 n th 

in estrnent mtng in their r tirem nt. Thi rai th qu tion [, ealth dequ 

Whereas th MP pres ribes div r ified portfolio p r onal " e lth portfl li arc found to be 

simple, narrow incomplete and under-di er ified with lo\ har h lding nd high p rti n r 

wealth in ash and hou ing. This is explain d b gen raJ un rtaint that i hara teri ·d b 

the risk of losing a j b, inflation. mortality. health and d p ndenc combin d " ith impcrf t 

capital markets and in estor irrationaJit . he tudi s I o uggc t a p iti rei ti n hip 

b tw en w alth and in orne inh ritan es the I ' I of an ime tor' du ation nd finan ial 

knowledge j b eniorit I ngth of ears in mpl m nt, and weallh. Ri k-a cr 

tend to ha e lower weaJtb than their conver . ailur to k profe i nat ad\i in making 

m tment d i ions i cit d as a p sible r a on for ub-optimal and in ffi i nt p rtf 1i 

The e undi rsified portfolio in tum c n train th growth fin e tor · wealth. fhi in ok 

the need toe amine th di er ificati n oftb w aHh p rtfolio f mployee . 

tudie by sociologi ts show that cultur and r ligi n hav a signifi ant influen e n the 

composition and iz of personal w alth portfolio . Th mo t ommonl u ed pro [I r 

culture ar rae , ethnicity and place of origin al o called per onal ba kground. 

Literature r iewcd sh ws that the common! u d analyti al m th d in per onal alth 

tudie includ Anal si of Variance ( ), multiple-. probit-. and t bit r gre i n. 

multi ariat and anoni al orrelation . Wh r the omp n nt comp iti n and ab olute 

iz of wealth portfl li are the d p ndent ariable , the indep nd nt ariabl ar 

income. pr fl r nc . marital statu , education, urce of financial ad ice. gcnd r, 

inheritance, the number of childr n, w aJtb, culture and religion. Th w allh rt[i lio are 

moderat d b non-p rsonal n ironm ntal factor that in lu ta/es. inflation. in c tment 

options, advic . pric and ther , ternal fa tor . 

Per onal wealth i mea ur d b the mark t Yalu of net a t . Th~ a et in lu ash. 

trea ury bills bond , hare . c p rati e hare . propert . li[i urance and p n ion policie , 

but exclude human apital busin s wealth and durable . The ize of v ealth i u ·uall 

d relati e to th h lder· onsumption n d while in retirement; the repla em nt rat · 
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mpiricaJ e idence from tudie in dev lop d countri ho"' that th , eahh port oli of 

most P ople annot generate earning to mat h th recommended minimum rcpla ement r t 

of70% of their pre-r tirement income. hi i partly b aus m t of them do not plan their 

a ings and in e tm nts to fund lh ir r tirem nt on umption. on equ ntl}. majorit} r a h 

r tirem nt with inadequate wealth t upport the ·arne tandard of Jh ing. 

The thr major r arch gap that m rge with r p t to th one ptual fram w rk of 

studies on personal wealth include the conceptual mod I, locati n and tud ·ubje 1 . J'h 

are discussed below in turn. 

ir tly, the con eptual de ign of per onal ealth studi take for granted m critical 

aspect that ha e a large impact on v ealth. The studie . which ar mo tl 

countri a sum "'ide availability of in cstm nts, rea onable ability of mplo c to a e, 

existence f affordable credit, and eas acce to return data for aJI major a t . In a lov.

income and d eloping country Jik Ken) a per onal in\'e ·tm nt are like!) t be imp t d 

negatively b as t ar ity, lo\\- sa ings. and h rtage of re it. whi h lead 1 limit d 

in estment options. This calls for a stud on per ·onal w alth that ha an e. tend d r arch 

de ign t • amine the rol pla d b sa ings on wealth holdings. The ab n f uffi icnt 

return data for all major a t type for u e by in est rs make the in e tmcnt compli ated. 

condly, the majority of analytical model that ar u ed in per onal ' ealth studi reba d 

on either the LCH or the MP who e main focus is the pattern of wealth 

a cumulati n/de cumulation and the way in estment ar made, rcspecti I . Mor recent! , 

s ciologi t · studie on p rsonal w alth ha b en de igned to xamin the innuen f 

s io- ultural factor on wealth p rtfolio . But uch tudies tend to limit th m lve m inl} 

to th rol of culture and r ligion in influ n ing wealth portfolios, while ignoring th 

pr position of finan e and con mi theory. fhc r ulting re carch gap i that th tudie 

do not u an integrated conceptual framework for an in lu i con ideration of the ke 

under! ing r search ariabl . Thi i con id r d in furth r detail in ection 2.6 b low. 

The third r search gap i that m st studic on er nal w alth ha e b en carried out on 

hous hold in de elop d ountri ' h r the em ironm nt and the p r nal attri ut of th 

in estor ar different fr m thos in lo\.\ income and d eloping untri . With r' P t t 

Ken a. in e tm nts and per nal wealth holding are lik I be hampered b an 

unfa ourabl in e tment climat that i haracteri ed by a t arcity, inflation, high intere t 
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rates unstable poli tic • inad quat data and infl rmation underdeveloped in tituti n ·. high 

dep nd n Y rat , un mplo m nt and I "" in m . or in tan . th r r n kn ' n tudic 

that empiricall examine mplo. e a\ing rat . and th iLe and ct nnin, nt of the wealth 

portfolios of hou hold and mploy e . urv d n employe · 

·a ing · rate for in c tment and the \\ealth portfoli th y hold. nth oth r hand. th rc: arc 

a number f national po rty urv and rep rt a w ·II vcral r c rch pap 

incidence. I el and the all iation of po erty. The ab en e of data. rep rt and ·tu 1c • n 

mplo ee wealth portfolio in Ken a heighten d th need forth urrcnt tud) . 

Thi tud addre d th i ue and th con eptual re ar h gap id ntificd a v ) u in n 

integrated approach to propo a omposit mod 1 

wealth holding: the mode of investment and th s io- ultur I fact r that infonn th 

composition, iz and di er it of the ahh port folio of alari d mpl ec in n a. Th 

tud also us d the ·replac ment rat parameter to a e the adequa y of the wealth held b 

alaried empl es to upport their on umption needs while in r tirement. 

2.6 A Ollceptual Mode/for the Determinant of Per. onal Wealtlt Portfolio 

hi ection discusses th theor tical fram work that offer a uitable n ptual foundation 

for identif ing the r lation hip that xi l among tb k variable r r thi · tudy. h 

di cu ion i inform d b literature r iew abo e that ha · hov.n the nc d for an integral d 

model for th tudy of pers nal wealth portfolios. Th tud · dep ndent, indep nd nt, 

intervening and moderating variable are bri fly outlined belO\ and depi t d in Figur 2 .. 

2.6.1 Dependent Variable 

The ariabl of primar interest whi h thi tudy ek toe plain and predict it ariabilit i 

empl y e · v ealth portfi lio . In order t achieve the , the c ncept f w alth portfolio 

i depicted by ti e indi a tor : the a· et t 'P held. a t o" ner hip rat m n tar. vatu . 

wealth omposition and pot ntial .... arnings rat . In thi ther fi r . th per nal w lth 

port.fi lio of employe ompri e the depend nt or crit ri n ari bl . 

2.6.2 Independent Variables 

Lit ratur re i w d hows that the wealth port(! lio of emplo are influenc d eith r 

po itivel or n gativel b th ir p r nal attribute . whi h fi r th purpo f thi tud} re 

the indep nd nt or pr di tor ariabl . It al how that the concept f per nal altri ute 
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operationali d differ ntl bas d on th und r1 ing th ry. hu , th H and fPl Ia 

empha i on the rol of a p rson' ag and per on I prefcren . rc p cti\ 1 '"hil th 

ociological approa h ingles out th importan of the attribut of ultur and religion. 

2.6.3 Intervening Variable 

Th effects of the ind p nd nt 'ariable n w alth portfolio are manifc ·t d midwa) through 

int r ning ariabl s uch asp rsonal rat of ing , the outla and hoi e of imc tm nt . 

as well a consumption lev I . n account o their fun ti nal r lation hip v. ith the per ·on I 

attributes, the interv ning ariabl ar ritical in under tanding p r on I 'health rtf li . 

2.6.4 Moderating Variable 

The en ironm nt. which is d noted a ext mal fa t r in thi tud . ha strong onting n y 

effect n the p r onal attribut of mployee and ho the e influ n their wealth p rtfi lio . 

for the r a on of their m di 'ng efTect on wealth. ext mal fact r ar regarded 

moderating ariable and include the t p of financial in titution . in e tm nt opti n and 

r turn , market , ources of finance. regulation . infl tion. tax . ost t . 

2.6.5 Tile Model 

ognizant of the abo e, th proposed on eptuaJ mod I hypothe iz that mploye · ealth 

portfolios are influ nc d mainl b their per naJ attribute . Thi is upp rtcd 

ociol gi al appr ach to p r onal \! ealth tu . h r ear h r tind 

PT. l Cll 

the central role of p r nal attribute fr m the wealth quation b nd c bie 2 0 ) 

ba d on a study of wealth holding in w Zeal nd howing that p r onal w alth i a 

function of human capital which en ompas e p r onal attribute . 

nhan ing and modi( ing the mod I b) Yao t al. (2 05 in Figure 2.2 abo\e enabl d thi 

riter t propose a on eptual framew rk f th a urn d relation hip etwe n the r ar h 

riabl in the urr nt stud in Figure 2.3 b •lo . Thi pr p nceptual model i titled. 

·Relation hip of the D t rminant of P r onal Wealth , a hown crl a f. 
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2 .3: Re\ati 

Independent Variables 

Ag + 

LH) 

P rs nal Prcferen es 
MPT) 

ultur 

na\ Wealth 

r - ·· - ·· - - ·· - ·· - · - ·· - - · - t Dependent Variables 

Intervening Variables** 

onsumption II aving !! Investment 

Moderating Variables 

T RN L A T R 

Potential caming rat 
t d ri e repla ·em nt 

rat (per ent) 

IJurce: R ear her' :. n n eptuali tin 2010) 

K : + lnd pendent ariable; • ependent ariabl : •• lnt rvening aria 1 : ++ M derating ariabl' 
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In igure 2.3 abo e, the sourc and direction of the maj r influcn e · on 

d picted by th big arrow ·Q•. whil th ingle bold lin arr " ·h w · the m dcr ting 

ct f xtemal fact rs on the t pe. 1zc and c mp iti n of v.calth The moJcl al · 

suggest that p r onal con umption. a ing and inve ·tments. ·urfa e mid\\ ) nd in a 

temporal manner betwe n th indep nd nt ariable and their impa t on w alth p rtf Jio . 

Th I vel of intere t rates a ailability of credit, a t prices. ta , and r turn h ve a 

m dif ing impact the t pe and valuation of wealth among oth •r a sh \\.11 b the heavy b ld 

arro . Finally literature shows that \! ealth portfoli s. " hi h arc the final output in thi. 

model, ha c a looping influence on th inter ening ariabl . namely · ing and inve tment 

and then wealth portfolio again, whi h is depict d by the dolled arrov. at the t p. ing the 

fi indicat r the e dcp ndent ariable pro ide th o ~ ct for the tud · fi\e re , r h 

h poth ses 

2.7 below. 

hown in the far right hand id on ·igure 2. ab candas outlin d in c tion 

A ke attraction of th propo d model i the integrated approach \\hich i in lin \\ ith 

sugge tions b re earchers on in estments and personal wealth in the recent p t. Th I ft 

hand ide d pi ting p r onal attribut s u es age a a ke input to re ogni th L II. ""hil 

th MPT i repre nted by personal preferen e (risk a ersion) and the ext mal fa tor item 

marked as returns. Irrationalities in in estment de i ion ar taken car of b the whi hi ' 

repr sented b ulture and religion. fourth las ification of input is intr due d t ater or 

other per onal attribute that pr xy [! r human capital. Th e ddition I input m rg a t r 

all wing for the ogniti impact and d mographi effi t of ul!ure and religion. V\hil at the 

am time r la: ·ing th as umption of perfi ct apital mark and c rtainties of' life and 

in me. inall . th mod I identifies a rol for aving an intervening ariabl . 

Thi re car her a er that the me hin and int gration f th thr e appr ach in th tud f 

p r nal w aJth i like! to i ld a superior c n eptual model that ha a rea on ble han e of 

explajning r al-life as ct holding of mplo e . Literatur r icwed h w that thi 

framcv.ork hi h i named the ·omp ite model o per onal wealth, ha n t b en applied in 

th tudy of wealth portfolio b (I r . B e. tending th th or ti al fram " ork in the tud of 

p rsonal w alth portfolios. the mod I eek to fill a major kno\\.1 dg gap in p rsonal finan e. 
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2. 7 Research Hypolite e 

Fi e research hyp the er fionnulat d t h 
e o n w r t re e rch qu ·ti n and th •r y 

sati fy the fi e re ar h obje ti es tated in ti n 1. . he e h the r ·ho\! n d \\ . 

----------------------------------------------------------------------------------------------------------------

HI The w alth portfolio of alari d middle and up r in om empl in K nya are 

di ersified. 

HI a The wealth portfolios of salaried mjddle and upper incom emplo ee in Ken. a ar> 

not di v rsified. 

------·----------------------------------------------------------------------------------------------·---
H2 Th timat d incom that an be generated from the w alth p rtfolio r sal ri d 

middle and upp r incom emplo e in Kenya i adequate for their n umpti n 

ne d during retirem nt. 

H2u Th e timat d income that an 

middle and upp r income emplo ·ee in Ken a i not dequate for their on umption 

ne::ed during retirement. 

----------------------------------------------------------------------------------------------------------------

H3 The p rsonal attribute of alari d middle and upp r incom emplo e in en aha e 

no significant r lationsrup \\ith th ab olut si/ ofth ir wealth portfolio . 

H3o Th p r onaJ attribut s of alari d middle and upper in orne employ e in Ken aha e 

significant relationship with th ab olute sizes f th ir wealth portfolio . 

H4 The p r anal attribut of alaried middle and upp r incom mploye m nya ha\ 

no ignificanl relationship with th campo iti n ofth ir w alth portfl li . 

H-l Th per nal attribute of aJ ried middl and upp r in om mplo ee in Kenya ha" 

a signifi ant relation·hip ith th ompo ition th ir v.ealth p nfllio . 

HS h p r anal attribute of alari d middle and upp r in m employ • cann t b 

u ed to mod I the size and detenninant oftheir p r nal w alth p rt:D lio . 

he p rsonal attributes of alari d middl nd upp r in om an be u cd t 

mod I the iz sand d t rminant of their p r nal w alth p rtfolio . 

a h hypoth i ' a upponcd b d tajled and t tab! ub-hypothes that ar ummariz d 

in 1\.ppcndi · -l. An outlin that link all th r ar h qu tion and bj ti\ to th re ear h 

ub-hypoth e through the fi e hyp th e hown in Tabl 2.3 b lo' . 
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Table 2.3: R lational cheme ofRe ear h Obj eli e . H polh tionnairc 

Re earch Re earch Re earch R arch Que tionnaire 

question objective h potbe i ub-h pothe i qu ti n number 

1 I. Hl 1.1 to 1.2 24,25 27. 14 to 16 

i i 11. 112 3.1 and 3.2 24 l 26 
... 

H3 3.1 to 3.21 I to 13. 17 t 20. 21. 24 t 27 111 Ill. 

1 I H4 4.1 to 4.19 I to 13 17 t 20. 21, 24 to 27 

H5 5.1 and 5.2 Vari us data 
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H PT R HRE 

RE R H H 0 

3.1 lllfroduction 

Thi Chapt r discu e ho\! th re ar h r mplo ed th on ptu I ramc\\Ork d , 1 p d in 

tion 2.6 abo e to inform th r ar h meth dol g} for thi tud . In ·ight · dra,,n fr m 

pi temol g and re icw of re arch paradigm enabl d th id ntili ati n of a uttabl 

re ear h design and lection of appropriate data ollecti n pr dur . Oct nninatt n of the 

sampl ize and identification f th ampling el ment was inii nn d b the ry. empirical 

evidence and the chara t r of the target p pulation to en ur that th tud) rc ult an b 

scientifically justified within reasonable r ourc . uitable measur ment riteri and 

methods of operationali ation f aJl the res arch ariables were identified an 

facilitat data oil ti n and anal} i of the w alth portf lio of alaried middl and upper 

incom emplo e in Kenya. he philo ophical ba i for thi re arch i , plaine belo"'. 

3.2 Philosoph) of the Research 

Th urr nt study was moti at d by the s arch for knov.ledge, as i th se with mo t 

re earches Kothari, 2004). This ne sitated carrying out enquiry and inv tigation ( IIi & 

Hu e 2003· ekaran 2003 in a ientific and sy t matic earch for pertin nt infl rmation 

of an mpirical natur (Bles . Hig on- mith & K g , 20 6 to know and under tand rcalit . 

Informed b the n ed for rigour, the tudy wa guid d b prop al b Krau (-00 to 

en ur that is ue of ntolog . epi t mol g and meth d log are pr p rl) addr ed. 

Wh reas ontol gy refer to the phil soph of reality, pi temolog addr e how we me 

to know that realit whil mcth dolog identifies the p cifi practic u ed to attain 

kn wledge fit. 

e ral method of ac uiring knowledg ha e b en ugge ted. Nachmi and Frankfort-

Nachmias 1992 d cribe four mode of acquiring n knowl dgc that includ the cientilic 

approach. the authoritarian mode. them stical m d , an th rationali tic mod . Br man and 

Bell 2003) ad ocate for th empiri i m con pt to denote a g neral appro ch to th tudy of 

reality. nd r this oncept. onl knowledge gained through empirical e. pericn c and the 

s n es is a eptabl . Th r [! re. id as rnu t b • ubje t d t mpirica1 te ting b for th an 

be on idered knowl d e. continuum frame\ ork i sugge ted by ooper and hindi r 

(2006) wh argue that source of know! dge rang from unte t d o inions to highl 

s t m tic mode of thinking. an po ing opinion . 
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The curr nt tud ' obj cti e ugg t that obj cti it , b crvati n and te ·t · on empiri 1 

data are c ntral in thi r arch. Th ·r fore. the tud us · empiri i m 1 uild kn \ 1 dg b . 

te ting sci ntific propo itions on th nature and determinant f empl )Cc· wealth p rtloli 

in Kenya. Thi · approa h i upport d b a p iti i ti m thodology a d ribcd bclov. . 

3.3 Re earclt Desig11 

For mo t re earche in social s ien . it i rare! po ibl to amin th entire p pul ti n r 

interest, and ften diffi ult to carr out a I bor tory e. rim nt. Thi rcalit) inC! rm d th 

ad ption of a ur e) r · arch m th dology. B ing of the c ·pi nat f) t)p , th tud reli d n 

an in-depth re iew of lit ratur to di til the mo 1 recent nc ptual frame\ ork r g rding the 

nature of per onal v alth portfolio and th au a! relati n hip \ 'th ertain p r ·on I 

attributes. A d ducti e research design\ as adopted in whi h the finding from th r vie\\ of 

lit rature wer us d to generat research qu tions obje ti e and by th [i r t ting the 

b dy of kno ledg in order to fill the identifi d res arch gaps. quantltati e m thodolog 

was mplo ed to collect primary data from th amp! d r pond nt . 1 Iigher order ale 

wer u ed to tak advant e f p werful m thod of tati tic I analy i and t t . Th 

re arch was de igned to minimi.te th alpha and b ta err r , \\hil a hie ing a high pO\\ r. 

Primary data for thi study wa deri d from th demogr phi and th elf-de Jared wealth 

of the sampling unit the indi idual emplo e s in th target popul tion. compl te rcgi ter 

of aJaried middle and upper in om emplo e s v a , howe r, not a ailable from ._ hich the 

sampling unit could be drawn. hi po ed an imitabl } t sol able halleng that drawing a 

sampl from a fram that d s n t include all th ampling el m nt intr du e th p s i ility 

of o rage error that rna) af[i t the g nerali abilit of th tudy result . 

ar h r ought to o r om th pr bl m f an in omplete mpling fram b 

s I ting a proportional tr tilied rand m sampl of mplo based on tati tical A tra t 

2009. hi wa the mo t rec nt K n a go emm nt rep rt that had r le ant data [I r thi tud '· 

Th tatisti al b tract identifi d mutually lu i c logical trat of th macro data f all 

the mplo e in 2008 b indu tr typ and incom gr ups in a nin -b -nin matrix . he 

re ar her n id r thi art g ernm nt report to b a r liable ba e fl r primary mpling. 

The choice of the primar ampling units whi h wa b indu try typ a. li t d in th 

tatisti al 1\b tract a informed b the intuition that indu try type i lik I to inilu n e 

emplo e w alth holding a lot mor than ph ical I cation. hi h i the comm nl u d 

ba is [I r ar a proba ilit ampling in publi h d national "' aJth tudie in other untri 
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3.4 Population of tire Study 

h target p pulation in thi tudy ompri ed aJI th alari d middle and upper income 

employ e in Ken a at the tim of data ollection in mid _o 1 • ording to tat1 ti I 

b tract 2009, mplo e include tho 

central go mment. tate orporati n . I cal go\ emm nt. ast fri an D 1 pm nt B nk 

and ational Examinati n C un il. 

Th e timat of th rang of aming forth targ t group \\as obtain db adopting th I \\er 

limit of month! income of hs23,670 in KIIIB 2005/06 for middl inc m h u eh 

rep ne in GoK (2008c and multiplying it b th annual a rage in rca in e ming fall 

mplo ees in Ken ather aft r. he conomi ur G K. 2008a: oK 200 b) ho\\ that 

th annual a erag wage in rea e ' er I 0. % and 8.4% or the two }Car . ppl ing the 

fa tors ielded a lower I imit of em pi rment arnings f h 27,917, hi h 

hs 28.000 p r month for the purpo of this stud . The ' age emplo ee in K n a in _ 0 

total d I 943 456 per ( oK 2009a) wh reby thos in th 10\ er income group ompri d 

89.2 %, while th middle and upp r income group as I 0. %and a ount d for an estimated 

49.6% of th total mployrn nt amings of mplo ee . Th highe t paid gr up. a rding t 

the tatisti al J\bstra t, had monthly earning of h 30,000 and ab e v hi h c mpri ed 

69,548 mployec , ay 3.6% of th total. For thi reas n, it was not fea ibl to c mput fr m 

the nati nal stati ti s. eparate total for middl and upp r in om cmpl y 

re pons on income le el ere u cd to cia if them into ither middle inc me or upp r 

inc me emplo es. This po t-ant di i ion of th re pondent b the tw in me gr up 

enabled further anal is ftheir ealth holdings separat ly. 

Th definition of an employee [i r the purpo es f thi stud a pro idcd by th K n a 

go ernmenl in th tati tical Abstra t (GoK. 2 09a): 

·An mployee is an p r on who is emplo d for pay uch as casual. p n-time 
worker , dir ctor , and partn rs on a ervice contract but clud If- mpl . ed 
p rsons famil w rk r ' ho do not r cei e payment informal ect r emplo e in 
mall- ale agri ultur and pa toralist a ti itie · p. 241 ). 

Thi tud followed th I ar definition adopted b the tali ti al b tra tan . eluded elf:. 

ernplo d p r on , unpaid famil '-"' rkers and informal tor mploye in mall- al 

agriculture and p torali t acti itie . In the opinion of thi r ar h r I a ing out thi gr up 

of empl ee in thi tud ~ a ju tifi d becau e th ir earnings tend to e t o I w l 
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th m to a e and mak r a on ble in e tment . id , it \\8 · It th t th 

" al o like! to be un-bank d and hara t ri d b) I w tinan tal kn " I d . " ht h in tum 

ugge t that the wer like! to ngage in limit d im c tm nt th ittc that m 

in igniticant ns qu n m ec nomi term . 

3. Sampling rame 

Th pri at 

employm nt 

wa drav n rom th ming a minimum )r · 

ct r, th 

alari d middl and upp r in om mplo · s was d ri d rom th R ubli 

r port v hi h anal · d all th mplo c from job gr up·· ·· t .. ·· in num nd 

monthly ba ic alary ( luding ben tit ). Th upper ut-

d t rrnined to atjob gr up F. ,.,h r th a\erag b 12 497 \\hen thi 

am unt is gro d-up t tak into a ount b n tit b the rati ofba i pa} to gr pa of 

71.4%, th r ult i timat d gr mplo m nt aming n . t 

job group \\ith 

earnings of h 24.105. B d working tor 

emplo ee wr d terrnin d to ompn offi er in job group and ab e. lnd d, th 

r ulting I itication was upp n d b exi ting fun tion I at g rie in the publi tor 

' h r ·upport ·taffi· ar d ignat d a job gr up G t J· te hni a/ taffi ar job gr up to 

: enior manager · r job group P to R. an policy mak rs ar job gr up to . 

The earning limit indi at d abo ,..,. r th n ppli d n th mplo ment tigur m 

bstra t 2 09 to g n rat th stimat d numb r of employ b in om iti ati n. Th 

d t il d analy i in pp ndi 5 yi ld th ummar) in abl 3.1 b low. 

Table .1: 

Sour e: erh d from pp ndi 5. 

· r m ppendi .I a . th total numb r of laried middl and upp r in m 

mploy in 2 0 . \\hi h \\a th l rg t p pulati n fi r thi tud . \\ c tim t J t 

20 ,924. th t i I 0. % fall wag mpl mput d m nthl a' ra 
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earning of h 152,72 perper n. ugge tth tm n) ofthe ·e\ erelik+~ t urban-b d . . 
could afford to a c from their mplo m nt in om f rime tm nt, and thcrcf re h ld · m 

wealth. In order to achie e p pulation alidit • th a e ibl popul ti n mpri cd all 

employees wh were re ident in K nya at th time f d ta oil tion. 

3.6 Sample De ign 

his ction di cu e hov. the ample ize for thi tud was d termined . It al o plain 

ho the parti ipating in titution and amp! I m nts wcr cl ted taking mt 

c n ideration th n d fl r alidit in th test r ult . 

3.6.1 ample ize 

At the cone ptual I vel, th det rmination of amp! ize i u uall dri en b the d ire to 

obtain a repre ntati e sample that achie c:s prt!ci ion but d c not r ult in th '"' te of time 

and re urces for a minimal gain. Pr cision in thi ca e is d fined a th e. t nt t \'vh1ch the 

tudy estimate the targ t population paramet rs. At a practical I vel a k y on ideration in 

d t rrnining th ampl ize wa the fact that the target p pulati n was 

di similar with re p ct to the per onal attributes and ealth holding. Anoth r fa 1 r that 

influenc d the id ntification of the ampl siz was th de ir to en urc that th onclu i n 

from the study could be scientifi all upported. 

The r quir m nt li t d abo e d mand a high power ( 1-P) hi h i defined a th pr babilit 

that a stati tical significance t t wiU reje t the stated h pothe is or the abilit of a tati ti al 

test to detect an effect gi en that the ffect actuall i t . This require that ·'W' or typ II 

error i minimized. which i also defined a the probability f 

not exi t when it doe in fact cxi t. Anoth r critical factor in th d t rrninati n of ampl 

as the alpha le el, called type I err r· the probabilit that a relation hip that i [! und t 

do not actuall xi t. An alpha I el of 5% as u d in line ith imilar rc ar he on 

ealth (K nnickcll, 2000: Mitchell Moore. 1997: Arr nd I & Ma on, 2002). ince th 

population arian e with re pect t th d p ndent ariable was unkn wn, an 

wa measured b a continu us ariable. th ample · i~e e timat fi IIO\\Cd th 

r c mm ndation b · chran 1977 , B rtl tt Kortlik and lliggins 200 I) and kar n 

(2003) in the form shown b low: for a population that i abo e I 0.0 0). 
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no (Zgl1}2 * (p){g) 
d 2 

- 1 067 

no is the calculated sample ize: 

'z is the value for th select d aJpha le I of 2.5% in ca h tail, re ulting in L. - I. 6~ the 

alpha level is the I vel f ri k that th r ear her is willing to a ccpt the true m rgin of error 

xceed th ac eptable margin f error: 

"p" i the proportion/probability of succes : "q is proportion/pr babilit of failure. inc 

the variance is not known and we do not want to b bia cd, we as ign both a 0150 hance. 

(p)*(q) is thee timate of arian e to obtain the highe t arian c and a high ample iLe: 

'd ' i the ace ptable margin of err r. that i the rror th re ar h r i willing to a cept for 

the population proportion being estimated. A 3% margin f error i r commended for 

continuou data in line with Bartlett ct al. (200 I . 

The calculated amp! of I 067 rcpre nted ab ut 0.14% of the targ t populati n. hi · 

sampl siz was consid red ad uat for the urr nt stud) on ace unt of the ·st mati and 

sci ntific mann r in which it wa computed. 

3.6.2 ample election 

This subs ction di cus s the meth d that wa u ed to I ct th ampling institution nd 

outlin the pr e · followed in ele ting sampling I men within th el ct d in tituti ns. 

The tratifi ati n approach that wa u ed in thi tud drew from that appli d b Bor h-

upan and ssig _00") in German . \l ho u d h u ·hold qu tas in proportion to the 200 

mi ro-cen us on th basis of ag , earnings typ and bou h ld ize. In en a, a imilar 

approach was al o u ed in th KIHB 2005/06 stud per G K (2007a . 

indicat d a ov . th required sample f 1,067 empl 

categori bas d on th pr portion· f the e timat d number of middle and upp r in ome 

emplo ce that w r c mputed fr m tati tical Ab tr ct 2009 a h Y.n in App ndi~ 6. The 

timat d number of emplo ee in th pr portion and 

th refore pr p rtionate ample si~e are urnrnarized in Table 3.2 b loY. . 
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Table 3.2: Distribution of Wag mplo 'm nt b. tndu tT) inK n. , _o 

lndu try Perc nt --
of 

otal 

208,924 10 .0 

Source: lati tical Ab tract, GoK (-009a). for \\age emplo •ee number pp. 270-- 7 1 

Th ector establishments ' ere u d to id ntify a ub- ample of institution · fr m whi ·h t 

s lect the respond nts. For the i ht indu tr grou in th privat n: ear her 

relied on the national in titutions m mbership li t f th Fed ration of en •a 

( KE) and K nya Banker Asso iation to generat the t p _o establi hm nt y numb r of 

emplo e in each industry (App ndix 7). sing nati nat m mb r hip li 

the sampl wa di tributed in th ' hole country. rom the li ts. three e tabli hment wer 

s lected b impl random ampling in each indu tr to icld the li t of amp! d 

establishment . A proportionate ampl of mploy s wa then ign d to ea h I ted 

e tablishment bas d on th numb r of mplo e s to add up to the required industry ample 

siz . Th ampling ch ice of larg r stablishmenl wa pr ferr d be au e th e ar like! to 

ha e a siz abl numb r of salari d middl and upp r income mplo ee and p se an 

in titutional culture that ' ould b r pr entati e of the practic in that indu tl) . 

The ninth industr category that i de ignated a ommunity. ocia/ and per ·onallpub/ic 

e ·tor en Ice · in the tati tical b tract main! compri g emm nt servi nd i 

r ferred to as the publi sector. ccording to anomie urve 2009, th at gori of 

in titution and th ir r lati e hare of emplo e amings wer a fi II ow : entral government 

23 %; each r rvtc ommi i n 4%; para tat I 21 %; I cal g errunent 9%. and 

majorit ontrol b public e tor J 3%. ince the mpl ee in the institutions ar all publi 

s rvant ho are ubject to similar per onnel policie the ampl for thi tudy wa dr wn 

from one r pre entative body. the central go ernment. 
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For r ason of p tential inaccc ibility of arnpling unit·. the follo' ing mini tri \\- r 1 ft 

out: Offi f th President; ffi of the Prim Mini tcr: ffi e of the ic Pre·ident and 

Ministry of Home ffair ; Ministry of tate for D and ini try of 1 t for Pr , in aal 

Ad mini tration and Internal ' urit . n thi ba i . inti rmati n pr , id d > the ini try 

Public rvice a at Jul 200 ' used to itemi the g \emm nt mini tric · th t c uld b 

ampled as shown in App ndix . It was a sumed that the ampling bia ari ing fr m the 

xclusion of om ministrie would n t in alidate the tud. finding fi r the rca n that the 

condition and terms of ervic in ovemment ar uniform. Thi approach t.: al· upp rtc 

by the guid lin issued by th ur pean Social ur 2004)' hich p rmit the e. lu i n f 

ina e ible people in military and pri on barra ks. r m the li t of mini tri , a rand m 

sample fthr e wa select d t i ld a ub- ample of mini tri forth tratifi d mplc. 

The 24 sampled establi hment in the pri ate sector and the 3 rand ml · ele ted go ernment 

ministries w re approached to eek permission to carr out th llo\i ing the gr nting 

of penni ion, th re earch r isited the elect d in titution in th mpan of a re ·earch 

assistant to identify the ampling elements on which to administer th qu tionnaire . fhe 

contact in the el cted institutions help d to determin th simple random sample of 

mplo to b int rvie\' ed from their p r onnel r cord that had the ampling frarn . 

Whereas mo t f the e record w re arranged b emplo m nt number. me were in th 

alphab ti al order of emplo e name . The eligibl public rvicc empl re tho 

trom job group whose records ar k pt eparat fr m their junior • while tho from the 

pn ate ector compri d those earning a gros alary in e. ce of h 28.0 0 p r m nth. In 

thi ca c emplo ees who would finall turn out to b middl' income am rs had the am 

chance of being selected a upp r income earner . lnstituti n that rcfu ed to parti ipat w r 

substituted with others that wer randomly elected within th am indu try . 

• 7 Data ollectio11 

The re acw f literature m hapter wo conclud d with an outlin of th h)'poth i d 

ariablc that ar of r earch int r t in thi tud . hi in[i rmation further nabled the 

id ntilication and descripti n of r I ant ind pend nt, intervening. m d rating and dep 'nd nt 

ariable . Thi ub-s tion di cu 

ariable · that ar 

how data v a c II ct d to obtain mea ·ur mcnt fl r the 

r t te t th ub-hyp th c and h nee the h p th 
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3.7.1 Data on Moderating Variables 

In this tudy moderating ariabl were identified to in lud : ime tmcnt option . a ·· ·t 

earnings inflation finan ial mark t · t't t. · ms 1 u ton , pn . gcn raJ p r cpti n of 

to k perfonnan and ad ice availabl . Be au th , aria t ar the am 

and are lik ly to imp ton allth mplo}ee in mor r tc th h h d'd am wa • t rc arc r 1 

not inv stigate th ir ffect on rnployee ' wcaJth ponfoli . for thi r on the · Hlri blc 

w re not m asured. his approach wa inform d b lit rature r iew d that indi at that 

these factor ar only fa tor d in and lh ir effe t on wealth p rtfolio vaJuat d wh n 

comparing wealth portfolio in differ nt countrie . 

3.7.2 Data on Jndepend nt, Intervening and Dependem Variables 

Thi study u d primary data c mpri ing p r onal attribute and wealth p nfoli that " a 

obtain d from sampl d mplo ee u ing qu tionnaire ( ppendix 9).Th que tionnair 

con isted of quantitati e que tion mainly wher cat gorical an wers w r ught. 

dditionall . qualitative qu stions were asked in line with Yoo (1994) who u ed open-end d 

question to obtain r spon es on ., hat other con ideration indi iduals make in their choic 

of inve tm nt . ombinations of n minal. ordinal inter aJ and ratio cafe " ere u d to 

enrich the data in line with K nnick II (2000). Instrument reliabilit and th clarit. of the 

qu tionnaire ' ere pr -te t d thr ugh face to fac interview n a pi! t amp! f I 0 

employees. L on I arn d from the pil t t l v cr u ed to m dif the u tionnairc with 

re p ct to: the I ngth, wording, que tion sequ ncing and hoi e for band f income and 

wealth alue . The questi nnaire v rc pre-coded t fa ilitate data pr par tion and ntr . 

urther detail p nairung to th thr e-part que tionnair db I W . 

Part A of the que tionnair ught information ab ut re pondent · per nal attribut s: a 

nominal cale was u d to m a ure the 'ariable of g nd r. marital statu j b t p ultur 

and r ligion while an ordinal s al was applied to measur job s niorit} and I \'C) of 

ducation. n interval cale ' a emplo)ed f r age whil a ratio cal wa u d for famil 

siz and I ngth of n i 

Part B obtained d tail of re pondents' in c tment style \\ith r pe t to hO\\ emplo ec 

mak de ision r garding ""h r and hO\ to inve t. Information n th re pond nt · ri k

taking beha iour wa aJso gath red in thi · gm nt. A pecific qu ti n \! as de igned to eek 

information on wh ther the maximization of earning a ke) con id ration b. empl . e 

78 



wh n making investm nt . 

Th last portion fthe qu tionnaire wa Part . Re p ndents w re requc 1 d 1 rovide dat 

on their p r onal income and wealth portfoli . Th ourc f p r onal in plit 

between mployment and oth r , while a quantitati e m asur wa a hi mplo) ing an 

int rval cal that r quir d r pond nt to h o c.r tn rang f 
11 o monel r. value . W ahh 

wa al br k n int a mp n nt and m a ured in monetar. t rm · \: ithin and . 

In rmation n th di po al of month! inc me wa ·ought in thi · ction 1 a ertain th 

proportion o in m that i sa ed and inv t d. 

Taking cognizan c of a borro ing con traint p tential nd with a icw t enri hing th 

study, r pondent ' r a ked to indi ate the ext nt to hich the u b ITO\\cd fund to 

finan e their in\'estm nt . urther information " a al ught fr m th rc nd nt 

regarding their opinions on the influence of , temal fa tor on their im· tm nt . 

3.7.3 Field Work 

After sel cting the ampled establi hment in each indu try contact was mad thr ugh 

t lephone call. Once permi ion to oil l data as granted, a dat wa agr d on wh n to 

isit the institution and deli er th I tt r of introducti n from th 

I 0 and plain furth r the obj ti of th urv and the m daliti 

and qu stionnair adrnini tration. At th appoint d tim . the re ear h r i it d th 

e tabli hment. agr d on the amp I size. and deli er d th que ti nnaircs \\ ith a covering 

note r qu sting th ampled emplo e to participate in th re arch ( e App ndix II and 

provide the infl rrnation required for this stud . 

To improve lh peed of data oil tion and uppl menl th r earchcr s data colle tion 

ffort four r earch ssi tant were engaged. Before c mmencing d ta coli lion. th 

re earch assi lant w re put thr ugh training on the ration le of the tud . how to n ure 

accurate data i collected te hniqu to minimi non-r p n , and as ertaining that data 

oll cted could b relied on. Th training pro wa al o a ompanied b dr run 

intervie and filling up of the sampl questi nnairc t clarify areas of p t ntial doubt. Th 

administration of the questionnaire ombined a "drop nd pi k" and face-to-fac int r'view 

dep nding on the m thod agre"d upon "ith the instituti n. This approach wa aim d at 

achi mg fa ter completion f th data colle ti n pha . A monitoring and e aJu tion 

proc s fi r th condu t and pr gr of the field work wa carri d out through f nnightl) 
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me ting b tween the re ar her and the as i tant and b tclcph ne. During the fortnight!. 

m lings. th r ord of qu ti nnair u d t · Je ted in tituti 

updated to gaug Lh pr gr f the fieldwork pr 

To a hi rates, th administering of th u tionnaire wa carefully d nc a 

explained b Jo . Fir tl the questionnaires wer r de igned after the pil t t t. c ndl . 

stablishments Lhat v. re I t d to pani ipate in th urv y wer c nta ted n t Jcph ne 

fir t, and P rmi ion to carry out the interviev. sought. hi v. found to b h •lplul in 

securing co peration from th institutions opp sed t mailing ut qu ti nnaire blind! . 

hirdl , amp] d emplo ees wer as ured and anon mit and giv n further 

omfort that the tud was stri tly for acad mic purp e , that tog th r with their empl r, 

th had b n le t d through a random proc s and that th • amp I b ing sun e ed v.a 

onsiderabl Jarg . inall , in lin with re mm nd tion b · rr ndel and M 

resp ndents were ask d to elect from band of year of enice, income, ag and weahh. 

rather than provide point e timate which ar harder to tim te and rath r intru he. th r 

u eful strat gies in thi re pe t in luded el ction of appropriate time [! r int n i w and 

inten iew r training. Th que tionnair \\ere I not pr -num r d. 

3.7.4 Data Quality ontro/ 

on iderabl data quality control to ensure alidit and reliability i r quired in a tud • of 

this natur for thre r a ons: it was the fir t wealth r ar h ur ey in Kenya: it u d primar 

data; and final! . this tT atment i in line with th pra tic for imilar tudie . V herea 

alidir r fe to hov. well th measurement in trument. in thi cas the que ti nnair . 

mea ure the on cpt it i supp d to as c . reliabilit appli nd 

stability of the instrument in measuring that ncept ( karan. 20 . Th tr atm nt f dat 

in thi tud uch as alidity, mi ing data. non-r pon e and r liabilit} ar 

discu ed in the ub ecti n that foil w. 

3.7.4./ Validit 

xtemaJ alidity, t nt t v.hich the tudy re ult an g neraliz d to th targ t 

p put tion ( oper & chindler, _o 6: ckaran. 2 0 , wa nhan ·db} arT} ing. ut brief 

re i \\ of the o io-e nomic nvironment in Kenya during the tudy peri d. hi entailed 

th examination of reliabl macr dnta from publication b the K n a ational Bur au of 

t k , change ( ) and a ailabl lo aJ studic · that w r 

relevant to p r onal ,. ealtb. With r gard to the su e f emplo e . a afeguard to e. tcmaJ 
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validity wa achie d b u m 

random ample. Thi design w 

r cent data for 20 the basi · of de i ning a tratificd 

expected to yield an cffi ient and rcpre · ntath·c ·ampl •. 

he e tent f confid nee in the cau aJ effe t b t en employe p ·r on I attribute and th ·ir 

wealth portfolio , also called internal alidicy. wa part! guar nt d b grounding the 

que tionnaire on a sound con eptual framework. 1 achi c thi . the que tionnair w · 

enriched with knov I dge gain d fr m r of mpirical data in pre' i u weaJth tudie and 

fe dback from the pilot test. Thjs wa nh nc d by th u of b th non-metric and metric 

cales that p nnitted the collection of more omprehcn i e data. Mor Ji guards wer 

ought through r asonabl ne h cks including in c tigation of m an ·, tandard de iati n 

an compari on of r ult with studie conduct d in oth r untrie . Fin II}. mo ·t f th 

thr ats to int mal alidity wer ov rcome by u ing trained intcrvi '' r to obtain empl 

re pons during th arne peri din mor or I imilar ir urn tance . 

3. 7.4.2 Mi ing daw and nun-n! pon e 

Re archers on p r onal w alth (K nnickell t al. 1997; ont It & ung, I 9 6} c nt nd 

that urv y data typicall) ontain a fair amount of mi ing and in ompl t informati n. 

\J\hich unle addre cd ould b a maj r source f n n ampling unit n n-

oc urs "'h n sele t d amp! unit fail to panicipate ompl tel) r refu to 

cooperat it m non-r spon ari c when r p ndent do n t pr 'ide u ful an ' er to 

particular question . 

nit r pons rate wa me ured b dividing the numb r f r p ndent complet and 

partial intervi w b th number of eligibl ubject in the amp! . p cificall . unit n n-

med to ari mployee · r fu d t participate full or did not 

provide answer to at I ast 25% or the que tion . in lin with ekaran (2 0 . or failed to 

ariables compri ing \ ealth holding, incom . age and g nder. 

Literatur re i w d indi ates that a unit re p n e rate abo e 75% i de irable and a mea ure 

of good practice (Baile . 1987~ owler. 200_ . This i also upp rted b guide! in is u d b) 

research as ciation that r quire the am minimum rat to b target d ( 

urop an ocial urve . 2004 ). 

PR 2000: 

Ethical i su v r addr s d b u ing trained a istant de igning and ording 

qu tionnair s correct! and ob r ing good practic . Informed consent ' ·a al o rball 

obtain d and r pondents as ur d f secre y on th ir identiti . To r du c inciden f 
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omi ion and th potential bia that thi ould au • dat r quircd to edit the 

data be re handing in the ue tionnaire . dditionall , II th r tum ·d ue ti nn ire ~\ere 

subjected to further edit to pi k out unit rr r 

Open-end d que tion ' ere gi en p ific ttention to en ure th t ding wa d ne pr p rl . 

3. 7.4.3 Reliability 

Per onal '"ealth tudie sh th t u ing ro ti nal data to timat mean and m •dian 

\ ealth age pr file e peciall in the life- y I on ept. i full of pitfall du to oh n e e ts 

ttanasio & Ho ne . 2000 in ; ui o & Japp IIi 20 0 in llat; !itch II rc 1997 

in U A and horro k . 1975 in K . The cohort effect i aptl) explain d b odigliani and 

Jappelli (2003) to mean that lder people u uall om from earlier ohons and th fa t that 

differ nt ohon t nd to have dis imilar e. perienc andre ource . I hi implie that a ·ro -

ectional tud rna uffer from the problem of reliabilit be au of th omp ilion of 

different ohort . A mitigation of thi p tential honcoming a the emplo ment of a 

relati ely larg sample (I ,067) and th u e of stratified random mpling. 

3.7.5 Summary of Data ources 

The data that was deemed neces ary for the purpose of te ting the re ar h h poth e 

out in Chapter v o ofthi report were identified indi iduall and di tin tl t larit) 

and a oid ambiguity. In addition, the our e of ea h type of data ' ere rutiniLed and 

properly rtained. The e k elem nt are ummariL din Appendi. 12. 

3.8 Mea urement of the Research Variables 

ing the framework of theor , on ept and mpirical idence, e en h · the '" re 

formulated in hapter One. In order to generate measurable ariable , the on epts that 

inform and und rlie the major h p the e wer broken d wn further into appr priat ·ub

h pothe es as indicated in Appendi 4. hi sub ecti n explain th mea urem nt of the 

variable that are u ed in the ub-h pothe e to enabl h p the i · te ting u ing primary data. 

matri of th peration li ati n of a lithe ariable ummari7 d in pp ndi. 13. 

3.8.1 Mea urement of D pend n/ Variable 

ealth is the main dep ndent ariable in thi stud "herein fi e ke attribute were 

id ntifi d r m a urement. e e v ere i) th nature of v ealth, (ii) net wealth, (iii) 

di r ifi ation; (i ) portfolio ri kine . and ) w alth ad quae h '" alth \ariable '' 
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initially m a ured using nin meth ds as plain d b to . 

Th endea our to obtain informati non emplo ee w alth portfoli 

concern rai d b Barrett and R ardon 20 0) r garding problem 
k gni1an o the 

hich ar as ciated 
o g tting a cur te data 

ith r call e peciall "-her in orne and w alth are mall. arictl. nd 

documentation is lacking. In the curr nt stud , the pp nunity to ch f 

a t value rather than a point e timatc was , ploitcd t mitigate non-rc pon e. 1 hi wa 

informed by the appr ch that was employ d in th b Banl-.s and mith (20 ho 

examined urve data on indi idual · ""calth that had b n collect d in ban . dditionall . 

th rc earcher used midpoint f the bands and imput d alu for the top and low t 

indi idual to e timatc their w alth holding . R lat d upp rt \\-as al found in Bor h-

upan and ig (2003) v ho report that b asking German r sp nd nts to indi ate th ir 

inc m and wealth within bands rather than in discr te amounts, r p n rat impro cd 

from one-quarter to one-third. similar approach is al o recomm nded b amp II _o 6). 

The curr nt stud foil wed the pra ti e not d ab e and u ed th midp int 

the typical alue fl r ' alth in ach band. In line with literatur r iev.cd. r pond nt \~Cr 

asked to uppl their estimates f th monetar) lue f ea h wealth compon nt. 

The bands that were used to m asure ' ealth in thj tud • \\ere mput d as multiple f 

emplo ee income . T n wealth band w reused. th I west at an upp r limit f h 249. 9. 

\ hich wa about t n month cqui al nt of the low r limit of th month! earning for th 

middle income emplo e s u d in thi stud . A and width of h _50,0 0 

uch that the top wealth group started at h 2.500. 0. Thi m thod v as de igned in line 

with literatur reviewed to yield suffi ient information n as et holding and eaJth aluati n 

ince the wealth indicators er brok n down b asset t pe . 

et of per onaJ loan the principal compon nts of wealth were taken to include ash and 

bank account , coop rati e har , alu of p n ion chem as et and lifl a uranc p licie , 

tr a ur bill and ond . in li t d ompani , and pr pert (hou e and building ). To 

pi re empl ee ' thought. of their oth r h !dings. r p ndcnt re asked to indi ·ate the 

valu s of ther a et ueh a bu in . farm anim I , farm land, for ign in c tment and 

motor ehi I . The c mbination of rang for the lu s of a et and th f) pc o a 

r ulted in a I 0-by-14 matrix that wa de med ea to admini ter and un-d manding fl r the 

respondent t ompl t ( ee ppendi>. 9: Que tion 24 to _6). Primal) data or t tin 

empJo wealth portfolio as gath r d u ing thi matri . 
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The typ s of as ets and the comp sitJ'on m· term f th b 
num er diff rent t.. h •ld. 

well as the as et las e . provided the fir t~ cond and third measur r w alth. Inform d b 

rec nt practice Bank & mith, 2000: Bor h- upan & m nn, 2000). the ounh m a ure 

wa the own rship rate which wa d fined a th per entag f cmplo. ce h ldin a gi\en 

asset or an ass t cia . The fifth m asure was alu -ba ed: the r p ndent' elf-de lar d 

monetary value of ea h a et. ftcr aggregating thi data u ing the midpoint . th e rc 

yielded the estimated value of the wealth p rtfolio I; r ea h empl ec, whi h wa the i. th 

m a ur . The e timat d mark t alue of ea h em pi ' wealth was dct rmined net f th 

reported alue of d bt. hi 

ach a s t held. and mor sp ciftcally. the fra tion o ri k as t in th 

wealth portfi lio. related m sur wa the proporti n of each a in the 

wealth portfolio. The " re taken as additional measure of wealth. Furth r u 

metrics to measure the di r iftcation and adequac)' of w alth i di u d below. 

Di ersification was mea ured by the proportions of the et t p and cia in the gr 

w alth portfolio. and for equit p rtfolio the numb r of companie in which hare · w re 

held. I o the owner hip rate of th ri k a ts was u d to omplement th e thn.: 

measurem nt . hu • und r-di r ification wa o iated with h lding of le'> as et and 

ass t type and a et cia s as well a having p rtfol io that " er di tin tl different fr m 

the equal holdings that an inve tori e p cted to h ld to a hievc nai' diver ificati n. 

finally another measur of wealth " as it ad qua in supp rting life- cle con ·umpti n 1n 

retirement. FoliO\ ing Bodie (200 I). u t I. (2005 and Munnel 20 6 , 'v\cahh adcquac 

as measur d in the fir t instance b a computed r placem nt rate for mpl ee in the age 

group of 45 ear and abo e. A t pica] a s t return rat wa applied on the aggregate gr 

ealth value of each andidate employe t e timate th annual earning from inve tment . 

In the ab enc of publi hed country data n dom ti equit and h using return , thi 

resear her used the compo ite return of all p nsion s h me a et in Kenya a th surrogat . 

Thi figure was btajn d from th surv by Ale ander inan ial ervi 2009), 

whi h sho\ d fi - ear weighted a rage annual aming from 20 6 to 200 of I I .9%. Th 

u e fa compo ite rate ha tr ng merit b au it provide an ind p nd ntl d termin d 

r turn for a ba k t of p r onal as et . I Io,\ev r, th rate i like! to be ovcrstat d ompared to 

earnings of wealth portf Iio of indi idual employ es. whi h are u uall) ovcmeight in I \\

return cash. ompared to more pr fes ionally design d portfolio of p n ion hem ·. 

Final! . th timated as et earning wer expr s d as a per entag of urr nt in om from 
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emplo m nt to d ri a ·repla ement rate· . Th omputed rate d n d \c ''a· al 

compared to a lf-d clared target 'repla m nt rat that ,,a btain d fr m the 

que tionnairc re pon es b ampl d emplo e 

orne of the metric deri ed fr m the m asurem nt of \1 calth i lded ind pen nt vari ble 

for thi study. Firstly. the prop rtion of ri ky as ets in the v.ealth p rtfoli for ea h mpl ) 

wa u d as a measure of risk-taking b ha i r. at II d ponf lio ri kin ·. Her ranking 

respondent in ord r of the pr portion of risk s t in gr wealth. the re ·ulting ari bl 

that measured ri k p rception was in tum used as an independent variabl •. Likc\vi ·e, the 

cal ulat d alue f ealth of ach cmplo w u d as an ind pendent ariablc fl r t t 

wher wealth compo ition 

mpiri at finding (Arrond I 

a the d p ndcnt ariablc. Thi appr a h '"a in ormed b 

I. 2002; ohen et at.. I 975 that the pr p rti n fin n i I 

wealth and ri k asset increase with higher holdings f per onal w alth. 

3.8.2 Mea urement of lndependenJ Variable · 

3.8.2.1 Employment in ome 

In orne was operationaJi ed b ' elf-reported month! gro s v ages. comprising all earning 

from emplo ment in line with the definition in hapt r On . A ju tificati n for u ing the 

figur s is offi red b oK (1998) where the po ert report how that for the urban non

poor employment earning accounted for 80% of hou ehold income. The tatistical tra l 

2009 (GoK, 200 a) which is a reliable ource of income dat [I r emplo e in K n a, 

identifie two in om groups among the salari d middle and upper in orne empl e 

Ia interval of mplo m nt aming f h 5 000 per month. Th lowe t p id gr up earn 

betw en h 25 000 and h 29,999. whil th other ams h 30,0 and ab ' . Th arne 

interval was ad pted to reat I 5 cia s : th lowe ·t taning fr m a month I in orne of 

hs 28.000 and th high t ' as tated to be · h 15 ,0 0 and a 

3.8.2.2 Age 

Majority of wealth tudi that were r iew d in thi tud ingl d out e a the mo t 

imp rtant d t rminant for ' ealth and mea ur d it in int rval of four ear fr m _o years to 

70+. u h tudic in Jude anal · i f ational urv data b Yoo I 94). tu · 

German hou holds b B r ch- upan and } mann 2000) and a urv ) of a\ ing rate in 

orwa b Harvor n (200 ). Th mea urement of g u ing Ia int rval in thi ·tud 

were informed b th r arches. p ifi ally. th hoice of Ia intenals wa ba d n 
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the IUIIB tud and oth r tudie in Kenya. n cqu ntly, the re r h r ado 1 d 

int rval of four y ar and ten las c as foil ws: up t 25 y ar -, 25 to 29. 

40 to 44 45 to 49. 50 to 54, 55 to 59. 6 to 64. then 65 . R p nd nt 

Ia · 

to 

their age in year b ticking fr m band . ntrol for Jifl- ·ycl achic d thr ugh 

variable such a numb r of children, gcnd rand marital statu . 

3.8.2.3 ender 

Gender wa mea ured u ing a di hotomous ariabl . \ here amp! d emp1o ee w r ked 

to indicate whether th were either male or femal . Thi i in line ,., ith pra ti e and 

conform to common groupings of natural p r on . 

3.8.2.4 Ri k- faking behaviour 

R.i k-taking b ha iour among the re pondent a di aggregat d and measur d using thr 

approach s: ri k perception risk prefl renee and attitude to ri k. 

Risk p rception ' as mea ured using th quantitati infer n e that draw from economi 

theory. h relati e ri k aversion of ea h sampl d cmpl yee a cal ulat d a the 

proportional holding of the elf-reported alu of risky assets ( quit , h u ing and buil mg 

in the entire wealth portfolio [I llo ing Blum and Fri nd ( 1975 and 

( 1996). o op rational is this a pe t, the surve r ult wer ana1y ed int qu rtil 

the rclati e proportion of the ri k ass t in the wealth portfoli : th top uartile wa ranked 

as ri k tak r · fl llowed b · l a t ri k a r e··. th n .. ri k aver " and finall , th I " e t 

quartile was tagg d as ·• ery ri k a rse ... Whilst this m th d h 

the basi that om p ople rna not own ri k a 

metim be n vilifi d on 

m m and wealth the 

researcher d ri ed comfort from earlier findings that If-rep rt d risk a r ion a curat I 

refle t th ob r ed ri kin f the hou hold portfoli all cation from r 

data (Ibid p.12). Con equentl . th rtfl lio. a· 

omput d an et out in the four las s tated ab independent 

ariable. h arne measur m nt of ri k-taking behaviour was al o u · d b und n and 

ur tte ( 1998) in th ir tud of 1992 and 1995 F data h re the. operati nali d relative 

ri k a er ion b the proportion frisk a et in th in e tor's v ealth. 

Ri k-taking b ha iour in the ubj cti e form rcli d n dire t an v er b. re p ndent to 

que tion that ought t a · rtain both their ri k pr fercnce and p r cived attitude to ri k and 

ri k pr fl renee. Mea ur ment for th e two attribute were ba d n (i) P ch I g -
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leaning approach that focu e n th beha ioural a pe t of n indi' iduar ri k p f rcn e 

using the tandard lottery qu ti n (Bajtelsmit. 1 9: ohm n. Falk. llu man. 'und , 

chupp & Wagner 2005· Venter. 2006) and (ii re pendent ·' elf-r p rtcd "'illingnc to 

xchange ri k for return Bajel mit & B rna k, 1 96: Gib on & ~ Jian k plo 

& Bemasek 1998). Th appro ch that as adopted in thi ·tudy "" d ri ed from Dohmen ct 

al. (2005 . TilU ri k attitud wa mea ur d u ing cmplo kc ri ·J... in a 

continuum wher b I 0 indi at d "full pr pared to tak · k ., d 0 ns an dcnot d "c mpl t 

unwillingn to take risks·. imilarl , ri k prcfcren e a mea ured u ing th tand rd 

lott ry que tion ' here mplo ees were ask d to indicate their willingne to in e t m a 

h p lhetical lottery with plicit tak and probabilities a h wn in pp ndi 9. u tion 

17 & 18. 

The in e tment st le of mplo e s \\ ith reg rd t th m ti f ma. imi/ing r n t 

maximizing aming was op rationali d b th urc of in e tment ad\ icc. Th e • king 

to rna. imize earnings ere exp ct d to rely on profi s ional in e tment ad\-ic . fh ccond 

part ofoperationali ation was th elf-d cl r d boice ofime tm ntu ing a ik rt calc. 

3.8.2.5Job 

The oncept ofjob ' as operationali ed by three ariabl : indu try t pe, ni rity and I n 1th 

of emplo m nt rvic . These ariabl er measur d in the manner de cri d b IO\ . 

Preliminary inYe tigati ns of r port d mplo ·ment amings data in Ken indicated th 

exi t nc of ub tantial diffi ren e in th a erage arning f empl ee b tween indu trie . 

Th s finding inlluenced th re car h r to ad pt the nin indu tr n in th 

tati tical Ab tract to operationalise indu try t p , th fir t attribute f th job one pt. 

h tud ' emplo cd the typical cia ificalion of ·eni rity by u ing four lc c1 in order of 

cmplo rank . Th ranks u d in th tud · were (i lerical or factor ' w rker. offic r r 

technician: (ii u rvi r: (iii management: and i ) a direct r or shar holder. ampled 

r que ted to indicate y a tick mark th ir lc el f 

inally th length of employment r ic wa m a ur d b the num er of f 

rnplo ment in int rvals of 5 y ar . with the long t b ing 40 ear and a O\' . Thi 

reas ning followed th pra tice f Agnew. B lduzzi and unden 20 0) in th ir pan I tud) 

f participants in U 40 I k) rctir ment in tm nt plan . Thi framework " u d t 

mea ure th I ngth of mploym nt s rvi e in int r al ale. 
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3.8.2.6 Edu ation 

classification were u ed to op r tionali e edu ati n in tenn of th highc t level tt incu 

as hown in Appendix 9 Que tion 4. Th las ification wa upport d b) C\ id ·n c from 

oth r \1 alth studie (Arrondel & Mas on, 2002; Banks mith. 2 OO; Mitt:hell . ore, 

1997· Poterba 2001 b· und n & urrette. 19 8). 

3.8.2. 7 Marital tatu 

Thi study u ed a fi -part I ifi ati n of maritaJ tatu to nable det il d anal) i f 

in stmcnt pattern . The s If-reported marit 1 status that w re nvi aged were: mgl • mal 

(ne er marri d) sing! male (di ore d or parated or \\idow d), ingl fern Je (ne,cr 

married). single [I mal ( di or d or eparat d or \vidowed), coup I . Thi " a a m re d tailed 

Ia ification compar d to that applied b it h II and M rc 1997) and other re ar her 

who use thr cia es: 

i. ingle (Mal ) for tho e di orced or never married or parat d or wid "ed 

11. ingle (Female for tho e divor ed or nev r married or parat d r \! idov. d 

iii . arried couple 

In Ken a, the KIHB r port use a imil r three-part clas ilication t o: married. th r 

(single. eparated divorced. wido ed and li ing together and female-headed hou chold . 

Thi researcher was ali e to the practice of polygam and wa atisfi d that it \\Ould not 

in alidate the marital grouping u ed, b au e su h famil units c mpri e nly 5.3% f the 

urb n population and th refore, ar a small minority p r KJI JB GoK 2 07a). 

3.8.2.8 Family ize and number of dependant. · 

fn this stud • famil siz · was mea ured b the declared numb r of m mber of the nu I u 

family comprising parent and children. Th near t indicant of amil iz in Ken a i a 

household where th recent KlHB how that the m an hou eh ld i7e in ur an ar a 

four m mb rs. Inform d b this fact. the r earch r mea ur family ·ize in 

the lowe t wa one m mber and th highe t ' a · and abov •. Th amp! ·d 

mployee were al o a k d to indi ate the numb r of dependant ab ve th nucleu famil '· 

3.8.2.9 Culture 

Gi n the population stru tur in K n a, thi re ear h r operationali d culture by u ing an 

en ironmental cia ification of employe in two resp ct : where an emplo et: ,., born and 
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where most of the childhood ear (up to 15 year 

with th cia ification b Fan and iao (2 03 

m rican ultur i -a- i hin e ultur , v. hit 

classification. 

3.8.2.10 Religion 

ompar \\.CJI 

mplo a ge graphi al grouping f 

i ter (20 3 5) u e r nd thni it 

The cone pt of r ligion wa op rationalis d b si. param t r ba ed on an empl ) c', elf

r P rt d belief: Catholic . Prote tant or angelical , uslim . raditional belicv r • on

religiou and Other . ustomized to fit into the major r ligious and denomin ti nal group in 

K n a, this approach ti llo ed Iannac ode (I 98 . Gidd n (200 I) and i ler 2 03 ). 

3.8.3 Mea urement of the intervening Variable 

mplo ees· abilit to a e for in estment was m asur d u ing two param t r that wer 

computed from their r spon es. ne ' a th ~ ommonl appli d m a un.: f the 

in orne. econdl . emplo were ask d to indic tc th 

r on for s· ing b indi ating th relative prop rti n f th ir sa ing . 

Th u f d bt finance aJ o ailed I rag in th acquisition of wealth wa m a ured u ing 

a en-point bipolar Lik rt seal que tion v.h r mployees v ere a ked to indicat the 

t nt to whi h th u ed debt to finan e in stm nt . his information \! as upplement d b 

a omputed x-ant quantitati e ratio of th self-d Jared proportion f loan and mortgage 

to the gross wealth. 

3.9 Stati tical naly e 

The data col I ted for thi tudy wa ubj t d t tati tical analy is u ing the P package 

a di cu sed m hapters ur and 1 e. he main tati tical techniqu ar urnmari d 

b I w. 

To xamine th distribution patt rns f th data, fundam ntal tati ti al mea urc v ere 

c mputed. · ir tl , m an . mode . and median ere c mput d t m a urc the entral 

tcndenc of the data. ec ndl , tandard deviation w rc mput d t ure "' alth 

di p rsion. dditi nail . data a mmetry was m a ur d u ing ffi i nt f k~o:\\11e , whit 

the p akedn of th ,.,.. alth di tribution ' as measur d b) coeffi i nt f kurt si Wh r 

po ibl . supporting tati ti al vid n e n th und rl) ing functi nal r lati n hip and 
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di tribution patterns of the data wa pro id d to nri h the tud 

Variou tati tical technique were applied to carry out the h. p the c tc t 1 he h ic r 

te hnique wa ba d on th haracter of the ariables und r e ami nation and th underlying 

construct that as b ing tested. nivariate and bi ariate te t wer don . 

tudent' t-tests wer applied toe amin th quality of: mean proporti n of a t \alue in 

the wealth portfolios; mean net wealth; proportions of ri k) as ct t gro · we lth: num r of 

a et h ld and repla ement rates. The ignificanc of the r lation hips b ·tw en h th ·i.wd 

A. for the indepcnd nt 'ariablc 

that were m a ' Ured in nominal ale, and through Pearson pr du t moment orr lati n 

efficient for th indep ndent ariable that v ere m asured in ith r interval r ratio ale. 

Two multi ariate stati tical anal si techniqu ' ere appJi d in hypoth e te t a di u d 

hereaft r. ir tly multiple regression analysi wa u ed t t t th ignifi an e of th metri 

cale independent ariables, when onsider d tog ther, in pr dieting p int e timate f the 

net wealth of employe s. Thi operation further permin d the on truction of math m tical 

pr diction mod I of n t wealth. wh r the qualifying pr di tor v riable had t be ignifi ant 

in the equati n with th ut off p- alu = 0.05. econdl , multiple di criminant anal> i wa 

applied to test wh ther the m tri al p r onal attribute of emplo ould be u ·ed to 

pr file and di ·tingui h mplo ees by the cat gory of alth holding lc el the: b longed to. 

This anal sis a u e ul in developing apr di ti e framework for v alth holding I ' I . 

FinaJly, fa tor anal is was applied to examine wh ther all the hyp th i ed dct rrninant of 

w alth can b r due d to a manage ble numb r b id ntif) ing th e variable v.hi h elong 

tog th rand ha e o rlapping mea urement . This multi ariate te hniqu helped to id ntif 

underlying and unob rvable onstru ts in the pr di tor ariable that an b u ed to d el p 

a implified m d I for the stud of th size and det rminant of personal ' ealth portfi li 

3.10 Summary 

uitabl r earch d ign for the tudy \ id ntifi d and di u ed in thi hapt r. mg 

this ba is. the r earch r delved into the ju tificati n and p cific approa h that v.ere 

n ar to c llcct primary data fr m a r pre ntativ ·ample of employe in the cat go 

of int re t to permit nd carry out appropriat anal and admini ter fitting te t for the 

h pothe cs ad anced in haptcr On . Care wa taken to en ure that threat t data \alidit 
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and in trument reliability were addre d. Thi r earch u d ro -· tion I prim I) d t 

that wa obtained from th ampJed elements in a fi Jd ctting. in th ir pia c of \\Ork rh ' 
data collection and sub quent analy es w r condu ted bctwe n Mar hand c m r 2 I . 

Th appropriate data analy i techniques"' re also id ntifi d. 
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H PTER R 

D RIPTIVE D L 

4.1 Introduction 

Thi hapter di u e and pre ent th descripti e and inferenti I data an J pr dure 

for this stud . The uni t f anal is in thi stud wa indi idual mpl 

Th pro c s of data anal 'si in ol ed data oil tion. a mbl oding, diting nd 

explanation. Chapt r Thre on Re earch Methodolog di cus d in d tail th fir t thr c. o 

detect anomalies in th respon es r c i d the data wa cleaned up thr ugh reas nabl ne 

ch ck editing and tabulation . Furthermore, the r rcher follow d th r mm ndati n 

b oop r and chindler (2006) and applied xplorator Data Anal ) t hniqu s t 

test the repr entativeness of the ample and employ d frequ nc distribution table and 

cro -t bulation to amine the di tribution of the depend nt and indcp nd nt ariabl that 

v re of inter st in thi rudy as shown in tion 4.4 below. In addition. th ) mm try and 

catter plot of th dep nd d ariabl , wealth, w re , amin d to a crtain it di ·tribution 

pattern. This was neces ary for application of parametric test uch a tudent ' t-test, 

OV and multiple linear regr sion . which r quir that normalit and homo eda ticit 

condition are met. 

The data wa anal. d u ing P ftware. To fa ilitatc proce ing. th ariabl de that 

had b n pre-de ign d \ re u ed during the input tag . dditional qual it ontrol of th data 

included a pot h ck of a random ample of -% of th data entric ba k to th ri ginal 

questionnaire and eri fi at ion of all utliers for pos ·ibl err n u ntrie . Appr priate 

hange were made and errors corr t d. The output wa al o h ck d b) eyeballing and 

locating outliers. 

4.2 Industry Categorie for Data 11aly i 

The comput d prop rti nat ·ampl unit for th mining and u rr ing indu try of r ur 

emplo ee a indicat d in hapt r Thr e. Table 3.2, fi II b lo th minimum c II frequ nc 

of fi e that i n ces ar for hi- quar anal si . To impr th le el of anal si and qual it 

of test . the foiiO\\ing tep wer taken. Within th mining and quarT) ing indu try. l\\ 

e tabli hm nt v ere t d rand ml from ' hich {i ur emplo c \>\Cr ele ted rand ml) 

for int icw. For furth "r anal i . th industry at ,gor and th re m rg d 
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'> 'th agriculture and for try which hare a numb r of hara ten· ·t·
1 \\ ith mining nd 

quarrying. or in tan e, land i a k input in th . '. and b th sc t r t nd 1 

r I on low- kill d orker r h. 
· upp rt •Or t 1 tr atm nt i al o m ut • mpin al 

eviden from rna ro data. \.\hereb analy i of annual wage and cmplo}m ·nt tali ti m 

K nya how that the mean employ c arning for the two ectors are cr simil rand rc 

indeed th lowe t compar d to other c tors in K n . 

4.3 Sample Respo11 e Rate 

Thi secta'on da' u es the ampler p n crate achi ved in thi tudy. lt al o e mine the 

re r e. that i . th non-re pon b ampl d emplo · e and then n re pon n p cific 

que lions. 

4.3.1 Unit on-re pon e 

Thi study targ ted a ample of I ,067 r pond nt in the cat gor of aJaried middle and 

upp r mcom mplo e . or this tud , a unit n n r pon ar wh n mplo ee , .. h 

wer select d fl r inten i \\ r fu ed to participat r did not an w r th kc) ue tion 

regarding 

re p nd nt 

alth income age and g nd r. Unit re pon e wa me sured b th number f 

omplete and partial int n i \. ) di id d b · th num er of eligibl ubje m 

the sample. ut-off date for recei ing the que tionnair ' as t a 301
h ptcmb r 20 I 0. 

Ba ed on this framework, a total of 832 employee r sponded to the questionnaire , ielding 

a r pons rat of 78%. ut of thi total, 27 que ti nnair w r edit d out and exclud d 

fr m further analy i b cau e of Ia koran wers to th que tion on w lth h h.ling. and oth r 

inc i ·. This e clu i n did n t ffect th r the were nly 3.2% f 

th re ei d and wer n t one ntrat d in on indu try. Finall), 05 que ti nn ire were 

a ailable for anal i . ielding a final unit respon rat of 7 .4 %. Th di tri uti n of the 

unit re pons b indu tr type hich as the primar ba i f the tratifi d random 

ampling i tabulated in Table 4.1 below. 

93 



Table 4.1: nitRe pons Rates b Industf} ype 

lndu try 

1,067 

Th re ults in Table 4.1 abo e indi at that th rate was fair! e\cn among th 

primar sampling unit . industry. which sugg b n e fa unit re pon bia . fh 

respons rat was onsider d acceptable for thi stud ba d on an indu try n r limit of 

50 % and an erall low r limit of 75% re ponsc rat . Th e I \\ r limit rc ·uppon d b) 

thee idenc discu d b Jo, . 

Thi re pon rate compar well v.ith mpiri iden on wealth urv re\i wed. 

pe ifically, Bailey ( 1987 and F wl r 2002) ad 7 o/oi 

desirabl ba ed on good pra tice. This is further upp rt d b guid lines i su d b r ar h 

association that requir th arne minimum rate to b target d A PR, 20 · uropean 

ocial ur y 2004 to be 75% . 

.-.3.2 Item on-Respon e · 

v h n a qu tion was n t an wcred. Th r ult fr m the revicv of 

howed an accept ble re p n e rat t p rrnit further 

anal as d tailed in cti n 4.4 b low. 

4.4 Clzaracterislic of Sampled Emplo) ees 

This e tion amine the de cripti e stati tic for thi tud) and eek t a c rtain th 

orr tness f the data oll t d. h analy i o er all th • ariabl of int re t in th ·tud . . 

4.4.1 Income Di tribul ion of Employee 

Literature r vi ' ed in bapt r Two bowed that cmplo ment in orne i lik I) t influ n 
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P r onal aJth portfolio ub tantiall). ing th in om 

in hapt r hre , r pond nts w r ked to tick gain t th 

with their monthly gros in orne from emplo m nt th n n 

u e of income band rath r than point timate i in£; rm d 

that ha e h wn that thi approa h ield higher r spon c r t 

Th result o th urve r hown in abl 4.2.belov.. 

ifi tion th t v a d cl ped 

m and th t rrc p m.h:d 

t rted w rking. r he 

) w alth nd in me tudt 

(B r h· up n ct al., 2 ). 

Table 4.2: ampl Di tribution by urrent mploym nt (ncome 

5 
20 2.5 
17 2.1 

~----------------------------L-------~8~05 ~--------~•~oo~ 

Th se result indicate that a larg proportion of th employ es ampled rep rted a m nthl 

employm nt in orne in th rang o hs28,000 to h 37,9 mean and median month! 

mployment income w r h 52,900 and hs 32,900. resp ti 1 . A hi blighted in 

hapt r One and Thr . th highe t alar band in K n a a ording t 

h 30.00 and abov . F r thi · r>ason. it i not p ibl to mpare thes employm nt 

incom re ult with c isting ndar data. H er. u ing th • dopt d in 

Chapt r Thr e. an ob ervation mad that the ampl d emplo wer all \'vithin th 

cat g ry of middle and upp r inc me category. 

The r ult further nable a di aggregation of ampled empl ee n the b i of income, the 

defining character] ti of the target opulation. In lin with ov mm nt p li . th earning 

a m nthly gro emplo m nt in om 

a middl in m mplo c , ' hit tho 
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r ferred to a upp r income mpl ee . Thi eparation p rmil CaJT) in ut tali ti al te l 

(in hapter Fi e to in e tigat wheth r th e tw at gorie hibit th · me ha iour in 

wealth holding. urth r analy es of th re pons r i cd are laid ut in a lc 4. bclo-. 

Table 4.3: ample i lribution of Middl and pp·r Inc m mpl ce 

umber of 
mplo. ee ' 

748 45. 0 

57 7.1 14 . 5 

805 100 100 

hi anal i sh w that middle in om emplo e mpri ed the va t maj rit in the 

ample. I o upp r iocom emplo ec omprising onl 7.1 %, r th ample had a m an 

monthly in om that was about thr time high r than that f the middle incom mplo e . 

It is to b not d that the mean income are high r than th ·· h 30,00 and b e'' highe t 

category that i r ported in K n a national mplo ment eamin stati ti • -. hi h th r fore 

fail to differentiaL betwe nth se two gr up of mpl ees. 

4.4.2 Age Di tribulion o Employee 

Inform d b)' L H, ag i on of th m t im ortant independ nt varia I s in thi . tud . 

B ide , ag als has a clo e r lation hip with the length o mpl ment and i 

potentiall p itiv I c rrelat d with j b niority, hen in om and we lth p rt[i li . ln thi 

tud , r sp ndents er ask d to indi at th ir ag group b ' h o ·ing from p cifi d g 

bands as di cu sed in Cbapt r Thre . he results ar sh wn in Table 4.4 bel 
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abl 4.4: g Di tribution o arnpl d mploy e · 

A2e Croup or Employees in Years 
B low 25 Frequenc) 

liF3;r~om;?2~5t,to~2?i9f.s~--------+------~
60 ----- 7.5 

From 30 to 34.5 
210 I 26. 1 

hF~ro~m~35~w~3~9~.5:--------------~----------
2~w~~6. 2 

F 0 
I I 14.4 

rom4 to44.5 -- ·-----

~=A7";~n;:--------+-----' I I 
1 From 45 to 49.5 50 

From 50 to 54.5 46 r-1. ----

From 5- to 59.5 I 
F r m 60 and abo e 

Total 805 

62 

7 

Th resp n es nalysed in Table 4.4 abo e indicated th t the maj rit f empl :ee ·. w rc 

aged etw n 25 and 35 ar , r fl cting a relative! oung '' rking p pulati n. The • 

proportions ar in lin \ ith expe tation b d n the hou tcri ti dat that ' a 

compiled in th GoK 2007a) urve and th 2009 K n a p pul ti n and h u ing en ·u 

( oK. 20 I Oa). h prop rti ns ar aJ o con i tent \\ith retirement age ranging b t\\ n 

and 6 ar of ag , following th rai ing of th r tir m nt ag for all publi 

ear rom JuJ 2009 ( oK, 2009b). The age group ha\e imp rtant wealth h !ding 

implications from famil life-c le persp cti\e in that. v.h reas arly w rking ar rc 

a iated v ith low r in om and lower fi mil} , middle ag 

increased in m and higher co t to maintain th family. fhc latter car arc a ci ted \\ith 

high in orne and low r famil and ther fore rdati el) high r a\ing . 

4.4.3 Di. lrihulion of Re. pon e on Maximi ·arion of Earning 

thr e-stagc pr c wa u cd t wh thcr the in e tm nt 

mployc ar moth at db th d ir to rna, imi e earning . It w a · urn d that em loy 

eeking to maximil. amings w uld k ad\ i fr m profe i nal advi r u h a 

in tment banker and st ck br ker . and would agree to the Lik rt calc que ti n that their 

inve tment d i ion ar moti at d b) th de ire to maximize earning . Information btain d 

from this anaJ i pr vid d u cful input regarding th r I of the MPT in th in Lm ·nt 

pro e a di u ed b lov . 

4.4.3. 1 our e of im·e lmem advi e 

In the fir t in tan re p nd nt wer ked to indic t their our of imc tm nt d\ i 

ith a de ire to rna. imi e earning 
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WOUld ha indicat d that their in e tment hoic \VCrC b· · d n r · } d f pr u.: ·1 n \1 c h 

r ult are anal d in Tabl 4.5 b I '' . om mploy e indi , ted more than n. ch i c. 

abl 4. : R p rted our e or In tment Ad icc [I r l:.mpl ycc . 

Analy si of r p nses in abl 4.5 indi ated that th m t fr quent ourc s f in e tm nt 

ad ice for mploy e wer profl sional advi or and work oil agu . he finding that bout 

half of the employees s k pr fe i nal ad ice hen making inve tment deci ·i n i ho\\e r 

urpri ing and in ontrast to the finding by Kenni kcll, et al. (I 996 . who r p rt d fr m a 

nationally r pr sentativc data t o 4. 00 hou hold in th 19 data th t onl} on 

quart r ought ad i e from profi ssion Is (bankers broker , countants, 

ad isor ). Th ubstantial relian n profe ionals that i found in th urrent tud rna. b 

explained b th fa t that th sampl was delimited t middl and upp r in om mplo e 

wh are likely to b more inti rmed and con ersant with fin n ial markets p ciall du to 

the high acti it in olving initial publi of.fi r and pri tj;..ati n in the rec nt pa t 

4.4.3.2 Type of profe · ion a/ inveslment advi e . ought b employ •e 

i en the ub tanti I reliance b the re pond nt · on pro ional ad i . 

furth r e. amin d th t p of profl ionaJ ad i c ought b rdcr t 

shed mor light on wheth r mpl s se k to maximi7 their earnings. lhi in [I rmation v a · 

ti king fr m a h icc of urce of in e tm nt advic . The 

di tribution f the h i e( ) for th 383 mploye s ,-.ho indi atcd that th k pr ional 

ad ice when making in tment deci i n , in Tab! 4.-, i anal d in ble 4.6 belo'v\ . ot 

that th fr qu nc. lumn of eds th number of empl yce . in thi 

ca e, 383. becau e om emplo indicated m re than on ourc of prof~ i nal ad'l-i . 
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Tabl 4.6: R ported ource of Profe sional lnv tm nt d"i [I r :.mpl 

requency 

273 
160 
96 
26 
26 
25 
7 

383 

P r c nt l 
of tho e \\ho c k 

pr (I ional 

able 4.6 h ws that about thre -quart r of mplo · who k profe ional a vi on ult 

in e trnent banker . Th ne t popular i nat ad i e i to kbr ker . hi h 

a cited b 42% of the employe s wh seek profe ional ad i e when inv ting. There ult 

also show that the conditional probability that an empl e tment ad,·i from an 

in estm nt banker is 34.1% (0.479 time 0.712) ' hi! th t fi r to k broker i 20.0% 0.479 

times .418 . Thj e id nc ugg st that about on -third and on -fifth of II mid I and 

upp r income mplo ee are lik I to s ek profe i nal ad i e from in tment b nk r and 

·tock brokers. resp cti ely. Th 1 ar preference for ekjng sp ialized profl 

from in e tment banker and t kbrokers who are lik ly to b informed n maximiz ti n of 

earnings, may be explained b th r c nt lib rali ation f apital markets in Ken a and the 

ub tantial numb r of u had i ors in urban area . 

4.4.3.3 Do emplo 1ee · ·trive to maximi::e eurning when inve ·ting? 

The third indicator of \o\h th r mpl ' t out to m imiz th ir arnin wa their direct 

r pon ale que ti n a to th ir degr of agre men i agr ment 

to the qu tion f hether th · ir choic of in e tm nt v a dri en b the de ir fi r rna, imum 

arning . The ere ult ar pre nt din Tab! 4.7 b lov •. 
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R garding aximi ation f ·aming fr m 1mc tment 

794 100.0 
11 

805 

able 4.7 how that m t fthe mplo ec tend to agre that their main d ire in in ting i 

rna imisation of earning · 87% f th m re pond d po itiv I t thi uh ar 

al in tand m with th findings th t a high numb r f nat ad' i 

h n in sting. and majorit ' con ults profi iona1 uch as m estment bank r an 

stockbrok r , wh are lik I to ad\ i them on how t m imize aming . his i 

upported b the fact that 54.1 % f the respond nts indicat d that the in estm nt r tum 

a ailable influence their choic and amount of in tm nt to a very larg 

1n addition. a Likert ale t st using core ranging fr m nc t v n was applied, \\her b 

respondent who 'strong! di agr d' or · trongl agr d' that th ir inv tm nt wer 

motivated b a desire t maximiz r tum were ' n. rc ccti I . Th 

result of a on -sample t-test at tu=o o· . t= 4.6T h wed that th 

mean ratio of the respondents core of 5.9 signifi anti c. ceeded the te t lu of . -. Thi 

ugge ts that th in estm nt d i ion of the amp! d mplo ee ar moti\·at d ) th d ir 

to maximize earnings. 

i en th strong indication that th vast m ~orit of th ampl d mpl Jtt ted t 

maximi th ir earning , further anal 1 w mad to , amine the r lation hip that rna) cxi t 

between thi di ·p iti n and l\~O d p nd nt ,. ri bl in thi tud ; th mplo · · lc' el f 

wealth holding and the ri k per ption a shown b the ri kines of the wealth port olio. 

he e r ult ar d pi ted in ables 4.8 and 4.9 b lo""· r sp ti eh . 

100 



Table 4.8: Relati n hip b t\i e n ru imi ati n f .amings 

Disagree 

87.5 66.7 29." 

A rage wealth 2 .0 0 0 46.3 

holders p rcenl 

Above a eragc 37.5 12.5 33.3 24.4 

ealth holders 

per ent 

i ion and We lth L \d 

lightly r \gree 

gree 

r :..9.2 4.7 

18.5 34.7 

rnin 

lr ngl_ 

gn:c 

31.4 

44.4 

Table 4. indicate that mplo 'ee who tr ngl agr d that th ir inve tmcnt d ci ion were 

motivat d by the de ir to maximize aming ' ere mainly in th cat gof) of'·a e average 

wealth hold r ·. on er el , tho e who trongl di agreed that their in tment de i ion 

were m ti ated b the desir to maximiz arnings had a large pro rtion of th m in th 

category of ''b low a erage wealth hold rs··. 0 erall, resp nd nt wh tr ngl) agreed that 

the in t to maximi th ir earning had r lati I balan cd v.ealth p rtft lio ''ilh di Lin t 

patterns as oppo ed to thos \Vho disagreed that th ir inv tm nt d i ion ar m tivat d b. 

the desir to maximi earning . This phenom n n rna} ugge t rol f r rati nalit among 

cmplo who agr that their inve tment deci i n ar mad to rna imi e ming . 

Table 4.9: 

0.0 1.5 

0.0 0.0 

3.1 1.6 29 . .> 34.6 

p r cent 
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Table 4. 9 above indicates a lear differenc in th ri k per ption of cmplo)ce d ndin n 

wheth r th di agree or agree that their in estm nt d i ion rc moti atcd b th 

maximi earning . Re pondent \\ho di agr ed that th y in c t to m 1m1 their ammg 

had a relati el high proportion of th ir group in the ri ·k-a\ rs t gory. In c ntra t, 

r pond nts who agr d that their in e tm nt d i ion w r dri n b) the de ·i re t 

maximise earning had a higher proportion of th ir group in th n k tnk r atcg I). rail. 

r spondent who agreed that th . in est to rna: irniLe earning dcpi t d a more di tin t 

pattern in ri k perception than tho who di agreed that their in c tmcnt de i i n arc 

m ti at d b the de ir to maximiz aming . Perhap thi may indi ate a r lc [! r rationalit 

among mplo \o\bo agre that their inv tm nt de i ion ar mad t maximi c earning . 

4.4.4 Employee · · Ri k-taking Behaviour 

Risk-taking beha iour among employees was considered to be an important pect in the 

current stud because it is an integral part of modem portfolio th ory. Jn line with lit ratur 

re iewed it was expected that the wealth portfolios of highl ri k-a er in estor · w r 

likely to be c n er ative and undi er ifi d, whil tho e forth lea t ri k a er would dept t 

a wid r rang of a et . t nding toward a di ersifi d p nfolio. In thi tUd), ri k-taking 

beha i ur wa m a ur d using thr m thod : ri k per eption, ri k pre er n e. and attitud to 

ri k. 

4.4.4.1 Employee ' risk perception 

Actual risk-taking haviour wa me 

the ry in which r lativ risk a er ion 

reported alu of risk a (equit 

ured by a quantitati e interen ba ·ed n ec nomic 

as calculated a the prop rtional holding of the I -

and pr p rty) in an mplo gro \o\-ealth. 'I 

op rati nali e thi mea ure, th urv y re ult were u ·ed to ompute the pr portion f ri k 

a s t in weaJth f r a h r pondent. The re uJts or ach indi' idual "' r then rank d in an 

ordinal cal and plit into uartile . Folio ing chooley and orden 1996 and unden and 

urett ( 1998). emplo ee in the fourth and top quartil wer lab led "ri k taker ", fi llowcd 

b "least risk aver ". th n ''risk a er •·. Tho e in the fir t nd bottom quartile w r denot d 

to be·' ry ri k a erse''. Using thi · caling' th mploy ·' re p n e w r th re ft r od •d 

a rdingl fi r input into Furth r anal) i in hapt r i . Th v rail mean holding f ri " 

a ts to gross" alth wa I .9%. Thi lo\\ holding of ri k ' a t ugg sl that th ampled 

employees ar large! ' ri k a rse. 
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4.4.4.2 Employee ' ri ·k preference 

ond and fl d b h · u on a 1 ur and \\Cr u · d to me -ure ri ·k 

pr ference in th ubjecti e form b. th lf-r pon d attitude t ""'ar n k in Jme " ith 

Dohmen t al. (2005 and Venter (2006 . Th fir t method w the tandard lottery 

que tion here emplo ee ere a ked to indicat their willingnes to in est in a h polh tical 

lottery with explicit stakes and probabilities a de ribed in haptcr Thre . ·1 he rc p n ·c 

from the emplo ees wer anal and displayed in T bl 4.10 b 1 " . 

Table 4.1 0: Di tribution of ~mplo e ' Resp n e b Ri k Pr fercn · 
Qu lion. 

Lea t 
Ri k 

Total aker Taker Taker 
805 108 157 252 

Per cent 100 13.4 19.5 31.3 
CumuJati Per 
cent 13.4 32.9 64.2 83.6 

The abo re ults indicat a t ndenc of th sample empl ees to hibit on er ative 

attitud to ri k-t ing wher almo l two-third f the r pondent wer ~ rated to tak up to 

mod rate ri k. This i not une peel d in a de I ping country and ould c du to high 

dependen rate , high tran action cost and un ertainti a iated v ith un table financial 

systems high rate of unemplo m nt and ignificant in nation. Thi di p it ion to risk taking 

is con ist nt with the findings in ub ction 4.4.4.1 that the ampl d emp1o \\ re t a 

large ext nt ri k a ers . The implication of th e per eptual anitud to ri k-takin in the 

in e tment proce are that th ' ealth portfolio of the ampl d el menl · are lik I t reO· t 

lo ri k-taking beha iour thereb ugge ting a low rati of ri k as ets t v ealth portfolio , a 

narrow range of a et held and little div rsification. 

4.4.4.3 Employee. 'altitude toward ri ·k 

Th third measure of ri k-t ing b ha iour fl u d on ri k attitude . Thi wa me ured b 

r sponses re ei d from emplo e on th ir illingne to take ri k in g neral. n 11- int 

cal as u ed hereb 10 r pr nted ·full prepar d to take ri k · nd 0 d n t d ·c mpl t 

unwillingn s to take ri ks'. Th data v uppli d b emplo ce b) ticking hoi pr vided 

and the r ult hown in able 4.11 b I ''. 
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Table 4.11: Distributi n of mplo s b} uitud tO\ ard Ri k 

Scale Frequency -- --
0 Unwilling to take risks 

o/!... -- umulati\' Vc 
25 3.1 . I 

I 14 1.7 4. 
2 65 8.1 12. -3 74 9.2 2_.1 
4 100 12.4 4.5 
5 120 14.9 4~4-i 6 91 11.3 

-
OJ_ 

7 77 9.6 70.3 
8 58 7.2 77.~5 _ 

9 84 10.4 87.9 1 
IO=Full pr pared to tak 97 12.1 100 
risks 
Total 805 100 

The re uJt of th se tabulation were not con lu i and did n t re eal a I ar in linati n in 

terms of mplo c attitudes tO\ ard ri k in general. Thi uggc t that risk-taking ha i r. 

in th general nse that is measured by respondent ' attitud toward ri k ma n t b 

appropriat for a essing in e tor b ha iour and th refor tud ing' ealth portfoli . 

4.4.- eniority of ampled Employee · 

he cniorit of emplo ees in this tud w mea ured u ing a impl r nking al of t·he 

level tarting from th lowe t rank o ·clerk or fa tory worker or m ngcr' to the high t 

position of dir ctor or policymaker. Thi cia ification wa d igned t fl IJO\\ lo el th 

ch me that i adopt d b the public rvi e and many organization m n a. rh re ult 

from the r pon e are hown in Table 4.1- b lo"". 

able 4.12: amp! Di tribution b Job ni rit 

Level of Job Seniority Fr quenc OA 

Dir ctor or poli •mak r 37 4.6 

Manager f93 24.0 

·sup rvi or 197 24.5 

Offi er or te hnician 132 16.4 
-

Cl ri ·al or fa tor worker or m ngcr 246 30.5 
-

Total 805 I 

The tabulat d re pon e indicated a high p rcentage of emplo in th catcgon r 'clcri al .... . 
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or factor worker or m s ngcr' and the least in the ·iti n of dire 1 r or poli }maker. 

Indeed, a pyramid tructure wa expect d in th fr qu n ) di tri uti 

with known staffing structur in Kenya. Th r ult impl that th 

representation of th population of alaried middl and upp r in orne mpl ~ 

and therefore uitabl for statistical te t . 

4.4.6 Di ·tribution of Length of Emplo ment en·ice 

an n a 

A nine-p int grouping wa applied to obtain d tailed information on 1 ngth of ear r 
ervice. caling ' as d igned in r cognition f th Ia t that \\Orking life tart at ab ut 

2 ear of age and that official retirement ag in cnya range b twe n and 60 ) r . I he 

length of ervice wa de m d to be important a a p ible determinant f wealth p rtfoli · 

through it clo e as ociation v ith mplo s· in me and ag . Th r ults \\ere anal) d 

and pre nt d as shown in Table 4. I 3 beiO\: . 

Table 4.13: amp) Di tribution b Length f mplo ment ervi e 

Scale Up to 6 to 11 to 16 to 2lto 26 to 31 t 36 to >40 

5 10 15 20 r 30 3 40 ear 

Years Year_! Year_! Years Years Years Years Year 
Frequen y 253 rs 129 53 19 I"' 2 0 1 

Per cent 31.4 41.6 16.0 6.6 2.4 1.6 0.3 0 0.1 

Th abo r sui indicated that majorit ofth mpl d mployec bad rclati I 

of ervice in line ith their ag profit as hown in ub ection 4.4.2 ab e. Thu , mplo e 

with up to I 0 ear of rvi account d for 73% recei d, \\hi I nl 2% 

had o er 0 ar of em pi ment rvice. Thi di tri uti on profil i con i t nt ""ith 

ounger ohort of employee . 

r liabilit and accura y t t of the mpl data u ing Pear n product m m nt orrelation 

ffi icnt hm cd that the ag ~ and I ngth of mpl m nt of th mpl e • · ha c a 

moderate) tron po itiv f 0.6-. at a I I f ignifi an e of 0.0 I. he finding 

that empl ee · age and th ir length of cmploym nt ervice tend to move togeth rand in 

th arne dire tion is in lin ~ ith exp tati n and pro ided omfort fi r use of th data fi r 

infer ntial anal s s. 
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4.4. 7 Edu at ion Level · of Employ e 

tudi on wealth portfolio King & L ap oor . 1 7; ' up n 

Eymann, 2 00) hav do urn nt d that du ati n in im ·ting ap it and t) Je. I r 

rtain the high t du uti n level r the ·amp! d this rca on, thi tud ought to 

Ia ifi ations. These cia ifi tion rang d fr m lowe t f b 1 w 

·ordinary le I but with ther rtificate. fore ample. gra tt: t. up 1 

a Ma ter s degree and ab e. Thi s h me fl llowed literatur v ith a u tomi ation t uitthe 

I cal ituation· the r suit are shown b low in able 4.14. 

Table 4.14: amp! Di tribution by llighe t ducation Le Hain d 

ional qualifi ation 

Total 

hes result show that about t o third of th r pondent had not attained uni cr ity lc el 

of du ation. Thi i mu h b n r than th nati nal oK. 2 7a) \\hi h hO\\ that 

fl r p pie aged 20 ar and ab v , the high t I attain d of primar hool. condar_ 

chool and uni er it were 60%. 3 % and 2.3%. r pecti el . The b tt r educati n 

p rforman e by the tudy resp ndent rna xplain d b th fa t that middle nd u per 

incom emplo e ar likely to have mplet d th ir e ndal) ho I edu ation an pur u d 

further tudie in ord r to qualify for their jobs. 

-'.4.8 Di tribution of Employee5 by Gender 

nd r v a m a ur d by di h t mou ariabl . mal or female. Thi attri ute w · d emed 

import nt ba d on empiri al id n indicating that gcnd r affi t in stm nt and 

' ealth p rtfolio thr ugh ri k taking t pes fjob • I el of in om , and length of planning 

horizon. h re ult are anal ed and h wn in Table 4.15 b IO\ . 
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Tabl 4.15: Di tribution f mploye , b end r 

Gender of Re pondent requenc 

Fern I I 

Male 487 60 
Total osr I 

The abo e re ult indicat that male empl c s w re a ut nc and a half tam thl.! number 

of ti mal emplo e . This is not un hara teri ti and · mpares \ ell , ith th t tal v g 

mpl ees in Ken a a r port d in the tati ical Ab tra t 2 I 0. (G . _o 1 0). \ here m Je 

mplo ee ming abov hs 25,000 per month wer about double the female empl es. 

4.4.9 Di ·fribulion of Employee by 'vfarila/ tatuJ 

Data for thi anal is was obtain d from re p nd nt who indicat d th ir marital tatus fr m 

a choice of fi e different cat gories. The rational for e king thi data 

tudi ha shown that spe iall) fl r 'v\Om n. m rita! t tu afli ct · p pi · in c tm nt 

t le and ri k to I ranc . Table 4.16 hov: th di tribution f n.-: p nd nt b) marit I tatu 

Table 4.16: Distribution of Employee b Marital tatu 

Gender of Re pondeot Frequency 'o/o 

Sing! mal n er married 142 17.6 

Sing! male--di orced r separated or widowed 26 3.2 

Single femal n er married 152 18.9 

Sing I female-divor d r parated or widow d 29 3.6 

Marri d coup! 456 56.7 

Total sos I JOO 

The e result indi ated a fair! v id di tribution o th with re p ct to 

their marital tatu with the high t numb r faJiing in marri d couple at gory. The I 

percentag of emplo e s in the ategory of di r 

b G K (_007a ' hich r port d that thjs group ompri cd 12.6% f all urban h u h I . 

The ·ame r port, n peopl ag d bo e ten y ar . hov ed that th 'v\hO were married 

couple and tho n ver married compri ed 50% and 39%, r pe ti\el . f urban 

hou holds. The e national un r ults are lo el) mirror d b th data obtain •d in th 

urr nt tud sugg ting that it has ext maJ al idit 
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4.4.10 Family iz and umber of Dependant 

The tudy took ognizan 

portfolio that could be 

of th potential inOuen e on im tmcnt ·t) I anJ h ·nee 'Acalth 

iL • ub t ntiall hi h d J)(!nd ·nc I \ I and 

th famil} · ed to 

ert d b. famil 

altrui ·tic African t ndencies. o a c rtain 

indicate th ize of th ir nucleus family from hoice with th highc t being a 

eight person . Th am pro edure was aJ ·o u d to ek infl rm ti n n th number 

dependant o er and ab e th nucl u famil . The r ultin distri uti n re ho\\n in 

Table 4.17 forth farnil sizes and in able 4.18 fi r the numb r of d p ndant . 

Table 4.17: ampl Di tribution b ize of ucl us amil 

---
Per ' oo in Frequency % Cumulati e 1998/99 abour or c 

Nucleus Family % Survey-urban households- % 
I 217 27.0 27.0 2lf8 
2 107 13.2 40.2 15.9 
3 185 23.0 63.2 14.4 
4 131 16.3 79.5 14.4 
5 102 12.7 92.2 f0 .7 
6 42 5.2 97.4 6.4 
7 15 1.8 99.2 4 .7 

8 3 0.4 99.6 2.2 
More than 8 3 0.4 100 23 

Total 805 100 100 

The ampl r ult indi at that ab ut 0% of th re pondent · had a nu I u famil • ile of 

4 persons and bel w. Th mean family ize was 3.0. ery ev of the ampled had 

famil size with more than 5 memb r . These [; mil uru are light! mall r than the 

r ported mean urban hou hold ize in Ken a of 4 in th mo t r c nt nati nat surve oK. 

2007a partly be au middl and upp r in om emplo arc lik I to be mor cdu at d 

and have mailer familie . Th tud r ult are corr borat d the 199 9 Lab ur F r e 

urve (G K _OO..,a) figur 

had n t mor than 4 per n . 

hi h indicated that about thr quartc of urban h u eh ld 

examination of th numb r or d p ndants abo th nu leu famil pro id au ful 

indicat r of the d mographi s of the sampling unit a hown in able 4.18 low. 
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Tabl 4.18: ampl Di tribution b} umber f pen ant a vc u leu I amil} 

Number Fr qu n o/c umul ti uA 
of dependants 

0 100 12.4 12.4 
I 195 _4 36.7 
2 326 4 . n:2 
3 -80 

9. I 87 I 
4 35 91. 4.4 
5 26 3.- 47 -
6 13 1.6 . -
7 8 1.0 7. 
8 4 0.5 97-

More than 8 18 22 
·~ 

100 
Total 805 100 

Th r ult ab e indi at that the number of d pendant ab the nu ·I u famil tend d t 

b low~ 12.4% of the re p nd nt had no u h dependant , \\hi I th wtth n' r tw 

dependant ' er ab ut t» o-third . Th m an number f dep ndant " _.J. I hi high 

numb r of d pendant i n t un . pect d and may b e plaincd b high un mplo ment levels 

and low p r apita in orne in th ountry. It i al · 'indi ated b} an urban age dcpendcn 

ratio in 2006 of 60.2% K, 2 07a whi h i comput d a th ratio of th urn f th 

ag d b low 1 ear and abo e 64 ears to th w rking p pul tion; th aged b ·tw n 15 

ars and 64 ears. 

4.4.11 Di tribution of Employee h> their Ba ·kground 

In thi p rationali • d and appr . imat d u ing t\ urr ate·: the pi e 

o birth f th respondent and where an mployec p nt the childho d y ar . 

year of g . Thi '" pr mis d on th fa t that thni it) m • ulture and 

beli fs and hen e im and wealth p rtf~ li . Th choi c f ba kgr un . rath r 

than tri w prefl rred b cau th latt r ha rcc ntl been iatcd '' ith n gati\ 

c nnotations and non-n ti nali ti po ture. 

mplo w r a k d to indica! th plac wh rc th • ' r born hown in T bl 4.1 

b I w and al wh r th pent th ir hildho d ear hown in hoi ·of 

p0 ibl pia wa pro id d t implify and stand rdizc th r p n . I 1mpro' the 

qual it data, further opti n t id ntif th e b m out ide Kcny and oth r 

born in air bi and other ur an entr . 
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f Birth. 

The abo e re ults indicat th following pread in th di tribution of the r p n<.lent v.ith 

re pe t to wh re lh " r born: - % outsid K n a. 2 .4% in urb n area . and the b 1 n 

of 74.6% in rural area . The e re uh . v hi h h '"" that ' l maj rity \\ere b m in rural 

area arc con i t nt with a population distributi n in K n a wh re 66% are rural ba ·ed ( o • 

2010a). 

able 4.20: Di tribution of mp.lo ee b Pia of hildhood Year 

Frc 

other town in K n a 

The ab tabulation pro' id d tail f \\her the r pondent p nt their carl ' hildh d 

years. h r uJt in i at th [I llo"' ing pr p rti n : out ide en a v a 3 %; urban ar 

wa 35.6% while th balan hildho d > ars in the rural arc 

The re ults ugge t that me re pond nt ' ho w r b rn in th rural ar as may hav pent 

th ir arly childh d ear eith r in urban are or ut ide Ken a. hj can partl be 

e plained by the ph nomenon of rural-urban migration her a large numb r of p > pie m 

t urb n ar a upon attaining adultho d and om Ietion of form I ling to I k ~ r j b . 

Thu the paren f th re pon nt rna ' ha' e m " d t urban area and utside K n. a in 
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earch f opp rtuniti for their families. 

4.4.12 Di tribution of Emplo ees ba ·ed on Religiou A tliation 

Re pond nt ere a ked to indicate their piritual affiliali n b ticking appr priatcl fr m 

choice of the common religion in Kenya. furth r plit for hri tian was pro id d to e 1.. 

more data as hown in able 4.2 1 belm becaus mo t pe pie in enya are Chri tian · 

Table 4.21: Di tribution of mplo e by Religiou ffili tion 

Relieion Freque~~ 
Protestant/Evangelical 457 

t-

Catholic 259 
f----

Muslim 7 
Indigenous beliefs tf 
Others 13 
Total 805 1 

2.3 
1.6 

00.0 

Th re ults indicate that hri tian \\er th majorit) at 89% of the re p ndent . \\hile 

Mu lim at 7.1% ranked se ond. The broad prop nions are mewhat mirrored b> th 

2009 Ken a p pulation and h using en u result that indi ated th following rcligi u 

composition in the Kenyan population: Prate tan and atholic 83.4% and Mu lim II% 

(GoK 2010b). 

4.4.13 aving Levels of alaried Employees in Ken 10 

aving b employees was asse ed at three levels. he fir t a the quantifiable a ing rate. 

Thi ' as upplem nted by an apprai al of the main rea on · for a ing and an aluati non 

thee tent to whi h emplo ee borrov to finance their in e tment . 

4.4.13.1 aving Rate ofEmp/o ·ee · 

Th sa ing rate that a h res ndent achie ed wa asse ed u ing the nm meth d. Thi 

method as elaborated in hapter ne and Three. To brain th p rtinent aving data, 

sampled emplo ee were asked to indicate th ir e timated percentage a ing rate from their 

monthl gross income by ti king appropriately from 10 choices. Ther after, the mean 

saving rat s ere computed to generaL estimated aving rate b Ia e of emplo ee and 

gr upings. The e result ar summarized in able 4.22 a hown beJo, . 
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Tabl 4.22: Distribution of mplo 

aving Rate a Per cent of Frequcn y I --
P r nt I -

Gross Employment 1ncome 
umulath J 

-Saves nothing 
ofcm lo ee % 

17 -.2_ 
From I to 10 

_ ... 
Ill 14.2 16.3 

From 11 to 20 226 28.9 -'S.2 
From 21 to 30 265 33.8 79.1 
From 31 to 40 108 13.8 92.8 
From 41 to 50 36 4.6 97 4 
From 51 to 60 8 1.0 98. -
From 61 to 70 5 0.6 99.1 
From 71 to 80 5 0.6 99.7 
More than 80 2 0.3 1 ;._ 

Subtotalofresponses 783 100 
No r~sponses received 22 
Total 805 

The bo e r suit indicat that the largest p r entage of em pi . c . at 3 .8% a . a third, 

indicated that their monthly sa ing rat on mployment income \ ere in the 21- % range 

fl llov. d b) tho e who a e l\ e n 11% and _Q o/o wh compri ed ... . % of tht! rc pon ·c 

r ei d. A mall number. ofab ut2 ... %, of there p ndenl indi at d th aved n thing. 

h d ta al hO\ · d that 79.1% sav I than n -third f th •ir mpl m nt in m . he 

grand m an a ingrate wa 22.5% v.hile the median \\a 25. %. h low ing rat arc 

consi tent with exp elation and vid nee. Micro data from K n ·a· income nd e p nditur 

urvey pro ide u eful comparisons. The 1993/94 rban Hou ehold Budget urv y K. 

2002) and th R port of the 1998/99 Integrated ILF oK, _Q03a indi ated h u ch ld 

aving rate a gr 

nation I aying rate (per ntag t GOP at market pri f 14. % ( BK. 2 10). 

urth r anal i u mg tud nt t te t sho d th t th mputed m an a\ ings r t f the 

ampl d mplo e at (t=46.99. d ._ 04; p- alu =0.00 \\.a ignifi anti differ nt fr m 

z ro, t a=o.os Th refor . th amp I mean sa in rat of 22.5% n urr nt mpl mcnt 

incom is signifi ant and can b used [I r further te t as an indep ndent ariabl . 

4.4.13.2 Rea on ""hy employ e · ave 

i n the pot ntial role f a ing in the in estm nt pr , p ifi inform tion wa 

ught n th rea on h emplo ees a e. In thi ca . ampl d emplo e were a ked to 

indicat th e timat d p rcentage of th ir a ing that i all ated t \ariou nee . Th 
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re ult from there pon s recei ed were anal d nd ar hoY.n in a lc 4.2 lo . 

Table 4.23: Distribution of mploy by R on for aving 

Rea ons why emplo ees ave Frequenc Per cent of an Per 
-

dian 
Re poodent c •nt of p r nt 

Sa vine Saving of ·aving 
Emergencies (ill health, accidents) 629 80.2 8.1 10.0 
Future needs when in retirement 631 80.5 14.2 10.0 
Education 746 95.2 19~ 20.0 
To buy a plot/build a house 376 48.0 13.8 10.0 
Buy a car 258 32.9 8 .5 5.0 -Other consumption needs 745 95.0 32.3 30.0 
Own investments 726 92.6 22.4 20.0 
Leisure/entertainment 22 2.8 8.5 10.0 
Others 150 19.1 11.5 10. 
Net number of respondents 784 
No responses received 21 
Total I 805 

The abo re ult how that th larg t portion of aving was de ot t oth r con umpti n 

needs and own investments. The tabulation al o show that a large pr portion of th 

respondent mad saving for education, own in e tments other on umpti n n d , future 

need while in retirem nt. and mergen i s. h hi h 

consumption needs rna refle t th n cd for a u hion and assurance gain t un ert int du 

to th risk of lo ing a job and the obligation to pro id linan ial upp rt to d pendant and 

the tended famil . a ing for in e tment with a high cor of 92.6 % f the r p n 

r ceivcd and a mean rate of 22.4% of amount sa ed could be explained b the fact that this 

was a elected group of high-earning mplo ees. 

4.4.13.3 Ext nl to which employe rely on loan to finan ·e inve tmenr· 

Further in ight into the in e tment acti it of th amp! d mpl ught 

xamining th , tent t whi b mpl ee rei) on ·r ditto fund their in tm nt . I his t p 

a nee itated b th awaren r banks in K n ·a. ' here [! r 

instanc . th F Ken a (2007) ur ey of 4,420 hou ehold on th ir banking b havi ur 

found that 42% wer luded from u ing banking . In thi r gard. Lik rt le data 

from th que tionnaires on the tent t hich mpl ee r li don loan for in e tm nts wa 

obtain d and analy ed a hown in Table 4.24 below. 
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Tabl 4.24: Di tribution of 

"'c 
II 
20.1 
24.0 

- 0 
1.4 

______ 100 

The re ult indicated tbat on I 11.5% of mplo es nev r rei on Joan · fi r in e tm nt . Th 

r rnaining 88.5% rei on I an for in c tments to the . t nt that a cumulative 44.4% 

indicated that th rei on I ans to a large and ery larg . t nt. 1 h high pr p rti n f 

mplo s ' ho r ly on loan fl r in e trnents is con i tent v.ith th r finding from thi tud 

v h re the ov.11 r hip rate fi r operative share , as w II I n and mongag , ,, 

reported to be 3. %and 31.4 %. r p cti\ely. ub anti operative and thcr 

loans suggests that a ings nd le crag rna pia an important r I in influ ncing th w hh 

portfolio of employee . hi pro ide a ju tifi ation for thi xtended on ·cptu I 

de ign to examine the rol of a ing on the weaJth p rtfolio mpl yce . 

1 h results, howe er ar in on i tent withe iden fr rn th II 18 

2007a) " h r on I 29% of urban hou eholds urve. k cr dit. B , fl r 

th who sought redit. nl) 27.2% used it fi r invc tmcnt . Thu , nl. 7.9% f urban 

hou ehold indicated that th y linan e th ir inve tment u ing r dit. nation I 

statistics showing lo utilization of redit to linanc in e tm nt c uld b explain d by the 

phenomenon ofwid int re t spread coup! d with t ntiall) I " linancial kno ledge. "'hil t 

the higher proportions in thi tudy can be explained by the fa t that middle nd upp r 

income emplo c ar likel t b more educated mor inti rmed and ha e high r in m · 

than the rest of th urb n p pulation. The attribute nable th empl y to take n m rc 

d bt in th ir inve tm nt when c mpared \vith the rc t f th urban p pulation. 

4.4.J4 Wealth Porr olio of amp/ d Employees 

In thi stud th nature f wealth portfi lio wa d pi ted b. the a ct typ . mp iti n. 

and market alue · f w alth a r ported b the amp I d mpl ee . This infl rm tion ' a· 

btained with r pect to current and inh rit d alth. re p ndent w rea ked to c 

from a matrix grid itemizing differ nt as t type and debt " ithin p iii d b nd of th • 

e timated mon tar) alu m hilling . The midp int valu fi r a ·h band \HI taken ' th 
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indicant of th market alue of th as t and d bt. while th highc .1 an lov.c 1 coded b nd 

wer imput d. Each r p nd nt' gro w aJth and net wealth .. 
.... omput d b) aggr •atin 

th e monetar value . N t wealth a deri cd b deducting debt fr m the gr .. \\eallh. 

4.4.14.1 Type and range of a se/ held 

The fir t measure of wealth wa the typ and rang of a et . Thi as ·e mcnt pro-. ided the 

data to de cribe and a certain the nature and the level f di r iii tion the ,, ' ru th 

port[! lios of the sampled mplo. · • . 

Th re uJts from the re pons r ei ed indicat that the ampl d cmplo_ h ld a ''ide 

range of as et . All the se en a t t pes that ar taken to denote w lth were held. l h 

includ cash and bank baJanccs, treasury bills and bond . orporat b nd . coop rati\e 

shares, shar s in the sto k exchange and mutual funds life assurance and pen i n heme 

asset a well a prop rty (buiJding and hou e . dominan e and nc ntration of liquid 

as uch a ca h coop rati e share and li ted shar ' a I o n ted . In addition, the ·arne 

data rc al d a mark dl lo ov.n r hip of illiquid and ri kier a ts uch a building and 

hou e . Thi c uld b xplained b the chall ng of hou qui iti n b au e of th larg 

urn of mon r qui red, or lov a t appeal du t p or markctabilit} f prop rt) . 

Whil t not consid red a part of p r onal wealth p rtfolio in this tud , re pon r ei ed 

indicated oth r forms which employees u e a stor of w tor f weaJth and 

the ownership rate wer as follow : bu in own d b elf (44.- %). c w r g at r 

he p r rop (2 .3%) farmland and t wn pi t 52.- %). for ign imc tments 6.5%); 

motor ehicl (33.4 %), and other assets (50.1 %). he high wn r hip rat . of farmland and 

tmvn plo could part! be explained by on iderabl alta hmcnt to land where m ·t en an 

tend to ha e int re ts in land in ariou forms. ·or m mor ndum purpo e , th e timatcd 

alue f the e a ets are hown in pp ndi f wealth ha e en 

ignor d in thi with publi hed ork , and al o du • to probl m 

of tran ti r and aluation, e p iall with r p t to bu ine e and fannl nd, which 

ometime rna ' have no proper till 

4.4. /4.2 A el ownership rale 

The cond mea ure of' ealth a et wn r hip. "'hich \: a computed a lh fractiOn f 

amp! d mploye who r p rtcd owning a parti ular a l or a Ia of a set . The 

\Vll r hip rate of th three clas c fa t wa [I und to be follov. : a h and near a h 
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r pr senting cash, oop rati e hare p n 'ton h m . d l' fi · · an 1 e a ·urancc p It tc 
fixed incom as et trea ur ' bill , tr a ur bond and orporatc bond ) 1.9 ~o and n k. 

apital hares in to k x hangc and prop rt 22 . ., %. 1 he lov \\ncr ·hip rutc f fi cd 

mcom a ts i indi ati of a relativ I und \doped d bt m rk t ouplcd , lth a. t 

car ity. uch lo own rship rat of fi ed r turn a t m y ugg sl that middle nd upp r 

in om emplo e rna not be holding diver ifie wealth p nfolio . t a m r d ·tailed lc' 1. 

the wnership rat of pecilic ass ttypes is displa ed in abl 4.2 bela\\ . 

Table 4.25: Own r hip Rat of :mplo · c 

805 

r-~~~~~~--------------------~---------- _4 _3~-----------
369 

313 

253 

3 

IS 

OS 

Th data di played in abl 4.r above indicate that the high st ov.n rship rate w for h 

at I 0 % ' hi b v.as follow d b oop ralive hare at 5 v..ner hip rat f 

5.3% and 1. 9% w r reported for trea ury bill lb nd and corp rate b 

Thi wner hip pattern i n t unexp t d and is in lin ''ith e idenc fr m \\ealth tudie in 

other countries where mo t peopl ar found to own ash. The notably m agr o ncr hip rate 

of fi d r turn as t plain d b th underde ped ·apital m rkets in n a. "'hile th 

lo" wner hip rat of prop rt c uld b link d to th pr bl m of a ar it in thi 

cat gory. 

Th iden e not d bov i in tandem \\ith the t nur di tributi n finding f the 2 05/0 

rban H u ehold Budget urve oK. 2007a), which ho-. ed that 16.6% and 75.4% f 

hou ehold li ed in own and rented h u , respecti I . 1 h high own r hip r t of hare in 

cooperati s ould be expl ined b th p pularity f co perative 'her F D K n)a (20 9 

repon that 17.9% of th dult population is rved b micr financ instituti n and 

. om pared to 22.6% f the population wh are rvcd b) banks. 
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4.4.14.3 De criprive tatistics of the value . o the wealth portfolio. o employ 

D cripti e tatistic v r com put d to c ·tabli h th di tnbution p~tt m 

alue of the " alth portfolio for indi\ idual . th "'hole ampl . as 
I the a ·nlut 

nd ·p 11i 

t . Measur s of ntral t ndcnc and di p r i re u · d to highlight kc) attribut of 

the ample wealth data as shown in Figur 4.1 b I 

Figure 4.1: ample Distribution of Current t W alth Portf lio . 

6oor-------------------------------------, 

I 
500 

400 

'b 300 

200 

100 Std v = 2734212 

Mean = 1640837 3 

0 ... -..~-.-.....--.--.---.-.....--.--.--.-.......--....-J N = 805.00 

The di tribution pattern hown in Figure 4.1 abo e ~ r there p n h d ab v indicated 

that th mean alues of p r onaJ wealth p rtfolio and tandard d n were h I 640. 37 

and h 2 734,212, respe ti he of Kurt i and k wne · of 45.1 and .I, 

r p cti ly, how d that the '-' lth di tribution I out ide th und ri r n rrnalit) . 

The b undari · ar bet .. c n - .098 and 3.098 r r Kurto i . and etv e n -1.55 and I. 

for ke"'-n s. I o. th re ult indi t c.J that th wealth holding profit h d a ·harp 

p akedn and large p iti e kcw. u tantial h t r gcneit in line ith 

expectati n. Thi wa upported b the fa t that th m dian wealth holding wa h 6_4. 9 . 

" hil the range wa " ide. from a lowe t f h -2, 0.001 t a highe t of h 6,675.000. 

The challenge to nonnalit cited above "' re addre d by u ing a r I ti1. 1) large sampl to 

ju tify u ing the r pond nts' data inca c wh re the a umpti n of n rmalit} a requir d. 

en o th di tributi nand di p r ion tati tics pr 1.id u ful in ight ford igning futur 

tudies t examine the wealth holding of middle an upp r in me mpl in K n a. I h 

di tribution of p r nal wealth at t Je, I i di pia ed in 1 abl .26. 
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Table 4.26: arnpl Di tribution of et W ahh p rtfolio b} 
t I p • 

Ca hand bank balances 

as ets 

he abov re ults h "" that th · t holdings f th resp nd nt \ary u tantiall in the 

means and median of ariou a 'I r p . Thi i indicati ari bilit) in per · nal 

w alth portft lio iz in m netary \alues at asset le I. A e. p ted, pr p rt. h d th highc t 

mean alue, followed b capital mark t in trument ; trcasur ill rp rat 

bonds. Th lowe t m an was r rd d at hs 4 7,000 for o perati 

retl tion of the fact that this a et i not h ld by t p income earner . he et fr m 

th bottom in t rrn of the m an h !ding was pen i n hem and life a uran 

of th infanc of th r tir m nt ben fit and relat d chem . h \\id t \ariabilit in '" Jth 

was record d in bui I ding follow d by a h and bank h !ding. h r t o th a t had a 

fair! imil r tandard deviation. 

4.4.14.4 i:es of per anal wealth portfolio 

Thi tud Jlowed the practi b Bodie and Cran hom a ur d th di cr ion · in 

the wealth holding of r p nd nt u ing fr qu n di tributi n . \ ' ith thi 

in ight th v .. ealth di tributi n p tt ms of the ampled mplo as anal b. ranking 

them in order of the total n t valu f th ir we lth . Thi · array "" th n di,·id d int thr 

equal gr up . ailed tr ile ·. and u cd to las if)' all the emplo c by th ir w alth ize. Th 

top gr up a lab I d a bo ealth hoi r · th middle wa a\ rag w alth 

hold r ·, and the bottom · b lo\ a\ erag v alth h ld r ·. ithin thi 

wealth aJu for 'a rage" ealth h ld rs· a from h375 0 to h I ,249. 9 . while tho c 

for ' b e a\'erage and ·b low a erage· were high rand low r than thi range. rc -p, tivel . . 

Thi thr -tier breakdown of the r pond nts pro ided a dep nd nt wealth variabl that wa 

us d to carry ut di riminant anal · i in hapt r tion -.2.-. 
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On th ba i that th prim ry sampling unit \!as indu tn 1 • • • }pe. me ammtt n' m·d 
on th distribution of personal w alth at industry le . 1 • h . · ' \!\It rc pc t t m an. m dt n and 

standard d iation. Thi ' as done to di m dditional feature f the d1 ·tributi n f the 

dependent ariable a hown in ble 4.27 b lo'"'· 

try mining and 

I 612.677 
6.192,499 
2.206.895 

1,163,355 

Table 4.27 hows that mplo ee in trade. restaurant and hotel · had the I a t mean \'\C lth. 

lnv stigation ba ed on cro s-tabulation and ratio anal) howed that th ub t ntial 

deviations from the grand mean net ' ealth of h 1,641,00 can large!.· b e. plain d ) th 

empl ym nt po ition and ducation le Is n th rc(i r the income of th amplcd 

emplo ee . or instan e, th mplo e in the categor of mid le and upp r in m 

ompri ed th higher cadre in agriculture. fore try and mining. a well as clc tricit and 

water. wh r manag r and dir tor am pled a ount d for o r 50% f the re p nd nt . 

and hot I • onl 19% of th re p ndent w r in the dre 

The high st ariability in n t weaJth a d pi t d the c mput d tandard e iati n \! a · in 

agriculture, fore try and mining well a water, "'hilc th I t '' • in 

manufi cturing. In lin with th di ·tri ution pattern f lh wh lc data. all th indu tri 

how d a itiv ke\\n in th net w alth of th emplo f4 .07 

wa noted among mploye in manufacturing sugg ting that th sarnpl d lcment h d a 

large numb r \\ilh low" ealth and minority with large w lth p rtfolios. 
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4.4.15 Diver ·ification o Employee ' Wealth Port olio 

In thi tud , th I of di er iii ati nat th • p rtfolio I c1 for cmplo. c • ,,a m a ·urcd b. 

computing thr metri s: the number and per ntage f empl cc , .. h held a rtain num r 

of a s t or a gi\ en a t clas , nd th r lath c mp ·it ion in th , aluc the ,.,calth 

portfolio b a et cia (ca hand n ar h a t , fix d in m and n k 

4.4.15.1 A ettype held 

nal si of respons re 

Tabl 4.28 b lo . Th 

ed on the basi of th number of as t t pc held is h wn in 

pr mi d nth fact that a high numb r f t h ld nd 

wid Ia s of as ts held ugg t a higher li liho d of a diver ilied p rtfoli . r ollowing 

near cash fixed income apital . h as et las own r hip rat [I r th • 

sampled emplo ees was as follow: 51.2% O\vned onl on as et cl :43.7% owned t lea t 

two as t cJa hile nl 5.1% own d all th thre as t Ia es. Thi sugge t 

tendenc of employ to h ld fi ~ t : majorit o-...n onl Ia 

Table 4.28: l:.mplo c · W alth Holding b urn b r f H ld 

·-
Number of Assets Held Frequency 0/o Cumulath·e % 

One asset 158 19.6 19.6 

Two ~e~ 254 31.5 51.1 

Three ~sse~ 156 19.4 70.i 

Four asset§ 114 14.2 84.7 

Five assets 99 12.3 97.0 

_Six assets 21 2.6 99.6 

. Seven~sets 3 0.4 '-~ 
Total 805 100.0 

Thi anal i indicat that the w alth portfolios th ampl d rnpl ye · ~ re 

in a fl w a cts. nl ab ut n -third held m re than thr e a t type , v. hile th mean 

number of as et t p h ld wa 2. 7 with a t n ard d iation o 1.4. h · re ·ult uggc ·t th 

po ibilit flow di er ification. fhi i in lin \! ith the expectation of n rrow P rtlbli 

with a high con cntr tion in a h and prop rty· a ph nomen n th. t uld b e, plained b 

a et arcit , unde el ped apitaJ marke and information as nun ll") . rot for 

120 
l! ' 1\IC: r I-

... '- ' OF NAIR09 
1.18RAIU 



constraint in k eping the range of as et held low uld attributed b) the a t that onl: 

31.4 %of the employee indi ated to ba e loan and m rtgage . 

4.4.1 5.2 Relatil proportions of p c(fi a set 

The cond m thod of m asuring di ersification was th relati c \alu of pc ilic · ·et · in 

the wealth portfoHo. This measurcm nt en bled an a 'm nl of the mp iti n o the 

wealth portfolio to provide key information regarding the total holding of all the ample 

employees. The relative proportion were comput d in t\ o a . 

The first approach \ as at an aggr gate le el b adding all th em pi yee · • value fl r e h 

asset l pc and di' iding the r ult b) th total alu of th \\eahh p rtfoli · r all the 

empl e . Thi · yi lded tw arra of figures depending on the dcnominat rs. ith r n t 

wealth or gross wealth. The resulting proportions w re called compon nt hare of net r gr 

wealth as theca e might be. In the second approa h th per onal as t- pe ific proportions to 

gross wealth ere aggregated and final a set specific grand m an proportion for II 

employee comput d. The results of the e two proces s ar hown in Table 4.2 bel w. 
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able 4.29: mployees' Wealth llolding b · R Jati Proponi n . of 

Pro 

- -

--- 45.-t 9.3 7 

_8.5 24 6 1 

13.4 
II I 

12.2 10.5 

12.1 19. 

3.2 2 . ~ 
0.9 9.6 

his tabulation of the me n pr portion of as ct h ld haws c h to hav th highe t h lding 

at 57 % folio ed b property at 36 %. I o. t an aggregat I I. the prop rtion of a h w 

th highe t at 45.4% or net "" alth and 39.3% f gr wealth. In tand m ''ith th I v 

wn r hip rat , and part! a rcfle tion f Ia k f d pth in the apital mark . th 

prop rtionate holding of ft ed in orne uri ties wa " I) lov at low 5 %. I o referred to 

n gati c a ts. loans and mort gag v er fi und to b I 5. 7% f n t wealth. 

4.4.15.3 Relative proportion · o a set Ia · e held 

third measur of diver ificati n involved as ing the relati e rap rti n fth thr e main 

et clas to the gro v ealth for the ampled emplo ee . ndcr t nding thi di tributi n 

pattern wa deemed to be imp rtant for thi it w uld pro id inr rmation n 

nai' di er ification. In this ca e, fairl di ersifi d portfolios require that h ld 

th ir s ts b the third in pr p rtionate value las nal is of the r pon 

from ampl d mplo ee in thi r pect , .. as don for h ample mplo · e t timate the 

r lati pr portion o a has · t cia to the indi' idual ' total p rtfoli . me k de riptive 

tati tics f the di tributi n pattern of th camp ition f th thr e a wcr fir tl) 

computed a hown in Table 4.30 to . Th reaft r. th r ult wer u ed t com ut • the 

p rc ntage of employees h lding cert in proportion of the three a ct Ia e in their 
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p rtfi li a h wn in 1 blc 4. I bel " . 

Th abo\ r ult indi ate that the ' ealth p rtfoli ar d min t d b\ th 

and n ar h' with m an proportional holding f 80%. , t th t th 

f pr portion rath r than th rei ti\ pr 

a ampl gain. a h and n ar h a unt d fl r th~ h1gh 

pr p rtion fall as t at 61. %. Ri ·k t had th high t per-p r n mean v. alth Hllu •. 

m inly du to indi' i ibilit nd high unit vatu 

alu o ti, d inc me a pi tal ma b . plain d b th marketabilit. and di\ i ibilit r th 

well as the a p t o financial a t • r ity whi h i t d in a I \\-in m 

de\' I ping ountry \vith un loped apital mark t . Th high t an lo\\c t holding w rc 

in lin 'th m an and medi n h lding . 

An as sm nt f,,h ther n "i\' di r ifi ati n i ·a hi " d thr ugh im, tm nt in the th1rd · i 

d mon trat d b the d f mpl ) c '' h h ld 

one third in alu th 
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Table 4.31: omp sition of ·mploye · \ e Jth p n lio b A s 1 Ia c 

Range of Proportion te Emplo --e Holdin .. mplo 
---, 

Wealth holding %) a hand 
mplo 

ar a h Holding Fi ·ed Holding 
in the Range (% In om apital in Rik · t 

th Ran Yu in th Range 
% 

0 0.0 94.0 I. '?_ 
>0 to 10 0.6 2.1 3.:_ 
>10 to 20 2.1 1.6 7.0 
>20 to 30 2.4 0.8 6.3 
>30 to 40 3.1 ~ 1 1..!_ --
>40 to 50 9.6 0.5 9.2 
>50 to 60 7.6 0.1 4.6 
>60 to 70 9.4 0.2 2.5 
>70 to 80 6.3 0.1 2.2 
>80 to 90 5.7 0 1.7 

>90 to 100 53.2 0 0.5 
100 100 100 

h s result how that only a mall p r ntag of mplo e · port lio r fleet d an a ct 

lass holding ithin th 30 0% range for th thr las "' hich in thi · tud , would 

be taken to ignif ' in e ting in the 'third ·. Th re ult how that nl . I%. 0.6% and 

11 .1 % of Lh employe s held their total wealth in ·ca h and near ca h', fi ed in m and 

risky ass ts, r spectivel . This patt m sugge ts that emplo ees· wealth portfolio rna not e 

held in the ·third ·. 

For all the respond nt th proportionate har o the thre e in the \alue oft tal 

gro wealth portfi Jio was a foil \! : ash and n ar sh 61. %, fi din m capital 3.6%. 

and risk as et 35. I %. Th re ult ar notabl differ nt from the a et mp siti n of th 

in e tm nts and wealth portfolio of en ton hem le and r 

Forb s inancial eTVice (2 09) wh e thr e y ar · 

wer : fix din orne apitaJ 57%. equity 32%. prop rty 6%. and off: b r inve tment -%.The 

high w ighting in fi, d incom as ts and n gligible in tm nt in ash i n table. 

Inter stingly. th ombin d in estm nt in quity and prop rt b all th p ns10n hem at 

8% i almo t omparabl t the urrent tud re ult that report 5.1 %. 

4.4.15.4 Holding of har in li ted ompanie · 

With r spect to mploye s who indicat d to hold li t d hare di er ifi ation t ·uriti 

le el wa m asured by th absolute numb r of differ nt hares held. In line with lit ratur 
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r \ i '" d na'i di ifi ation for non- s t mali risk wa urn d t b a hi v d ' h n th 

ompani in ' hi h hare ar h ld 

T btain th r qui ite dat , ample mplo 

ti n 2.4.1.3 p.44). 

ked t indi at the numb r r li t d 

ompam in which th hold har s. able 4.32 ummari th cd. 

Table 4.32: Di ·tribution of mploy es b , umb r f ompani llcld 

Number f Companie in bicb Frequeoc 0/o Cumulati 
Shares are Held 0/o 
One 42 14.6 14.6 
Two 78 27.1 41.7 
Three 82 28.5 70.2 
Four 52 1_8.1 -88.3 
Five 18 6.2 94.5 

1 Six 2 0.7 
f-

95.2 
I Seven 4 1.4 96.6 

Eight 5 1.7 98.3 
Nine 0 0 98.3 
Ten 4 1.4 99.7 
Eleven and above I 0.3 100 
Total 288 tOO 
No responses/no shares held 517 
Grand total of employees sampled 805 

Th re ult how d a high ne ntrati n of mplo es v ho h ld har s in not m re than three 

ompani ' ith a mean 3.03 compani . Th tendenc to hold shar in fi compani uld 

be xpl ined by K n a's und lop d capital mark t information a ymm tr and 

borrowing on traint on a count of high intere t rates on loan , igni ficant pread and non

availabi lit of uffi i nt urit for mployee to borrow for in tm nt . h I ' num r 

lik I to r ult in a lo le el of di ersification at e uriti le el. 

4A.l6 Ad quu • o Employee ·Wealth Portfolio 

Th adequa y f w al th was m ur d for amp led emplo aged 45 ear and ab e u ing 

th ·r pia m nt rate'. The e mploy were I 02 and comprised 12.5% of the r 

r cei ed. Literatur sh that th comput d replacement rat offer the be t m tric for 

as ing the ad quae f wealth. Thi tati tic was deri ed b working out the rati f the 

e timated annual income wealth p rtfolio to th r p rt d 

annuaJ ized gro month! m me fr m mplo ment, and e pres ing the r ·uh a a 

p rc ntag . In thi tud thi omput d m asure wa upplem nt b th If-rep rt d 

target replacem nt rate ba ed on dir ct r ponse here th ampled employ es w r a k d 
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to p if th ir targ t r plac m nt rate from a of 12 ran i tribution 

f th mpl ·e w graph d again t th ran es of r pi m nt rat a h wn in Figure 4.2 

b I w. dditionall th mean repla ement rat b age gr up fl r all th mpl 

y ar and ab ummari ed as hown in abl 4. 3 b I 

Figure 4.2: mput d and arg t mplo e · R pia m nt Rate 
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To gain furth r in ight into th adequac of' ealth additional informati n r garding th ag -

di tribution of th mean omput d and rarget replacement rate for the candid te ag groups 

was cal ulat d and anal · ed a hown in Tabl 4.33 b low. 
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bl 4.33: R placement Rat for mplo ees Aged 45 Y r and Abo 

Age Total No No Total Mean Mean 
roup in umber of Idea Re ponses Re poo · omputed Targ t 

ear Emplo ee Received Recei ed R placement Replacement 
Rate Rate 
(%) (%) 

45-50 50 2 0 48 35.8 37.3 
-"I-55 46 2 2 42 51.9 40.-l 

"5-60 2 0 0 2 12.6 60.0 

bov 60 4 0 0 4 52.9 45.0 

Total 102 4 2 96 43.0 39.4 

Th re ults in Table 4.33 show that or emplo ees aged 45 car and abo e. the mean 

mputed r placement rat a 43 %. This score wa clo l mirror d b a median alue of 

. %. The highest concentration of computed replacement rate wer in the range of 51 % 

to 60% and 0% to 10%' ith frcqu ncy di tribution of empl yes at 17.6% and 14.7%, 

r pe ti I a hown in igur 4.2 bo e. in e th numb r of mpl yee in the older ag 

ategorie re mall. th re ults could not be u d t infi r int r-age group pattern of 

repla em nt rates. 

The r port d mean comput d r pia m nt rate wa n tably lower than th recommended 

70% which could indicate that th aJth held b salari d middle and upper m om 

rna not b adequat t en bl th m to supp rt th am tandard of li ing aft r 

rct ir m nt. nl 19.6 % ofth candidat emplo ees had an timat d omputed replacement 

rate that was ab e the r comm nded 70%. The low comput d r plac ment rate is in line 

' ith th low m dian and mean n t w alth holding of emplo e in thi age category of 

hs 3 500,000 and hs4 600 000 re p tively. 

dditional information to support th findings abo was al o pro ided b examining the 

targ t repla m nt rate . The re ult in Figure 4.2 show th rang of target r placement 

rate . h high t numb r of mplo wa found to b in th 41 to 50% and 31 to 40% 

rang . and the mplo ' e v. re 28.4% and 27.5% r p cti ly. h r suiting mean and 

median targ t replacem nt rates of 39.4% and 35.5% er ompar ble to the computed 

r pia em nt rat (of 43 %) and lower than the recommended rat of 70%. A P arson 

orr lation t t ( - 0.05 p- alue =0.05 n=96) indicated a positi e th ugh w ak correlation of 

0.285 b t en the target and computed r placement rates. This reaffirmed the correctne s of 

the latt r. h margin of 3.6% b which the computed r placem nt rat ceded the targ t 
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r pia m nt rate implie th ··r tir m nt in om e:pe t ti n urplu ··. 

o furth r 

year and abo , the target replacement rates wer compar d with th r ult obtained from 

all the 805 re pondent . lightly 1 wer m an targ t r pia m nt rate of 3-. % wa 

r port d. with onl 14.3 % o th r sp nd nt indicating th had 'no id ·.and 3 % r. iling to 

re pond at II. Bas on literature rc iew d, thi tud r turned b ttcr performan than 

exp cted. r instance. i kemp r ( 1997 r port fr m th ir urv of 

data. that 37% ha giv n lint or no thought to th ir r tir ment, v.hile onl 36 % of urrent 

~ ork rs ha e tried to pi n for r tirem nt. Th b ner p rformance h wn in thi stud m be 

explain d the fact that middle and upper income employees rna ha e g d acce s to 

financiaJ planning through employer p n ored pen ion ch me . 

.t.4.17 Di rriburion of Inherited J ealth 

nl 27 % of the re pond nt indicat d to ha inherit d wealth. Thi low figur was in line 

with e p elation be au e th Kenyan popul tion i n t ' ell endowed with re our e and 

wealth as i the case\! ith mo t de eloping countrie . 

igure 4. : ample Di tribution of lnh rit d et ealth 
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Inherited Net Absolute Wealth 

shown in Figure 4.3 abo e. inherited wealth was rep rt d to b of low alue compar d to 

the curr nt wealth portfoli of the employe . A right-tail d distribution with a r large 
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nc ntration of z ro I " I inh ritan as th refor \\itn · d. 

~A. I Heterogeneiry of the Employ ' · · W alrh Porr olio 

Th d gre of homo gene it in th wealth portfolios of th amp! d cmplo e w e. min d 

u ing m asur of central t nd n y, dispersion and n rmalit . Th 

m an , m dians. standard de iation , kewn s and kurto i a ho~n lo\! . The four main 

indi ator f \.\ealth that w r . amin d thus w r : urrent n t "' alth. numb r of t t p 

h ld, per nt of risk as gr we lth and inh rited n t w alth. 

abl 4.34: Di tribution fK ) Walth lndi 

Inherited net 
wealth 

Th ab e r ults indicated that urrent net wealth, ri ky as t prop rti n and inherit d n t 

w alth had large standard de iation hi h ce ded the r pe ti e m an . Th e di tribution 

pattern ar indicati e of lack f homogeneity. \! hi h in lin with xp elation f 

h t r g n ou ' ealth portfolio . I o th profile of curr nt and inh rit d net wealth w re 

k wed to th right and di pia d a mark d peaked-n . h holding of differ nt a et 

howed comparati el lo"' het rog n it . Finall . th di tribution of the numb r of 

a s h ld and the risk -a t proportions Jay within th b undaries of normal 

di tributi n. 

4.5 Summary of Descriptive S tati tic 

hi h pter mpri d a pre ntation f th de ripti e data anal i r th current tud to 

nable th e. amination of th profil of th re pond nt nd the di tribution form of the 

attribute of int rest in thi tud . h data rate of 75.4% 

and a ptable unit re pon rate . h e re pon e rat wer c n id red uffi ient for 

arr ing ut furth r data ana l i to ati fy th r search obj ti e . 

h highlight ummar ed belo he m nthl aming fr m 

mplo m nt for ab ut thr e-quart r of the r spondent w r bet n h 28.000 and 
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h 60,000. bout 7% of the sam pi d mplo ees earn d more than h 120,000 month I> and 

therefor f II into th upp r income at gory. The ampled mplo e ompri d a uthful 

ohort in hi h about 70% were ag d b low 35 year and had r I ti short I ngth of 

emplo ment ervice. A larg numb r f emplo ee indicated that the tn t to rna. imize 

their arning and con ult proti ional ad i or . Hov er m t of th mplo ee "" re found 

to be ri k a er and con qu ntl the range of ass ts held was low with a m ag r own r hip 

rate of ri k ass ts and a high own rship rate of ca h and cooperativ hares. h m an 

a ing rate on emplo m nt incom f 22.5% sugg t th need for loans to finance 

in estment where o er 90% of the respondents indicated the r lyon loan for in tments. 

The computed r placement rat of 43% against a recommended 70% uggests that the ealth 

portfolios may be inadequat t upport con umption in r tirement. 

FinaJly. th urrent and inh rit d net w a1th of th ampled emplo ce wer found to be 

heterogeneou right skew d and highl p aked. Thi wa demonstrated by the large tandard 

d iation positi e k wness scores and high measure of kurto i . The chall nge to 

normalit du to the high ores of kewnes and kurtosis n n t wealth were o ere me b 

using a r latively large ample that wa sel ted random! . 

, rail, th ariety of technique us d to in estigat th haracteri tic of the data with 

r pe t to the indep ndent and d pendent ariables that w r of intere t in this study did not 

re ea1 sub tantial bias and onfirmed it suitability for hypothesis testing. This conclusion 

nabled the re carcher to pr d and ad ance int th ting of hyp theses and mak 

in~ rences with re pe t to th obj cti es of the stud as di u ed in Chapt r i e. 
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HAPTER 

H OTH T D Fl 

5. I lfltroductioll 

Thi hapter discu the tests of the fi e h poth that \! re formulated in hapt r ' o. 

elect d reference i mad to the r I ant de ripti e ati ti that v cr computed and 

d in hapt r Four. Thi pr c helps to re eat further relati n hip between the 

indep ndent and depend nt ariable . 

In thi hapter appr priate tati tical tools were applied to t t all the r ar h h) p the e . 

Parametric tools were applied in certain instance n th premi e that the ample siz \a 

larg enough to permit tatistical te t for normall distributed data. Where the ariable of 

intere t ' a measur d in a non-numeri ale. distribution-free non-parametric te t v er 

appli d. hi treatment a erted the need to make restrictive a umption regarding the 

distribution fonn of the data . In all a e • a ignificant level of 5% wa u ed. 

The P ar n produ t-mom nt oeffi ient \! as omputed to a certain th I el of orr lation 

b tween wealth and th h pothe ized d terminant uch a age, income, length of 

mplo rnent ervice, family size and a ings rat . With rc pect to ategorical data, th 

tudent' t-test and A were applied to test for equality of ariou mean of net wealth. 

the proportions of ri k as et held in gro wealth. and other d p ndcnt ariables. 

Three multi ariate te hnique were applied. Multiple rcgr s ions ere u ed to a certain the 

relative imp rtance of the independent ariable in estimating the dependent variable . 

~ her a Multiple Di riminant nat i D ) a applied to ascertain ' hich ind pend nt 

ariable could be u d to classify the ample emplo ee on the basi of the lev I of net 

v ealth factor analy i as used to d termine the interrelationship among the determinan 

of the iz and compo ition of emplo ees' wealth portfolios. 

5.2 Test of Hypolite e ' 

he primary data that \\a c lie ted \i a u ed tote t for pattern of relation hip bet\ een the 

"ealth portfolio of mpled emplo e and hypoth ized pr di tor ariable in line with th 

ub-h pothe a ummari ed in App ndi. 4. The r ulting mpiri at e idence from the.e 

d to te t the hypotheses for thi stud . in order to meet the tudy obje ti c . 

Finding fr m the anal ' ere th n interpreted along ide th r ult fr m the li" ratur 

131 



r view to g n rate r comm ndati n an n ugg tion for furth r tud '. 

5.2.1 Hypothesis H1: The wealth portfolio of salaried middle and upper in ome 

mployees in Kenya are diver ified. 

hi h pothe is as formulat d t atisfy obj ti e numb r n which ought to ·establi h 

th ompo ition in ass t typ s and p r ntag of th wealth p rtii lio f alaried middle and 

upp r m om mploy s and th refor t nt of di r ifi ati n ·. o t st this hypo the i , t\ o 

ub-h poth es were design d and t t d discu sed belo . 

5.2.1.1 Sub-hypothesis H1_J : alaried middle and upper income mployees hold equal 

proportion of all the even prin ipaltype of as ets: ca h, cooperative hare , life assurance 

policie and pen ion cheme benefit , trea ury bfll and bond ·, corporate bonds, share in 

li 'led companie , and properry. 

1 h hypoth is that for the n prin ipal assets that ar e. amin d in thi tudy. lh amp! 

employe s hold equal proportion of er asset type was stat d as folio 

,: P a= p =p1p=ptb= Pcb = Psl = ppr= 14.3o/o 

' h re: 

p,,, 1 th m an of the proportion f a h and bank balanc in th gr wealth portfolio; 

p , 1 th mean of th proportion of hare in coop rati in the gro s wealth portfolio: 

p1p 1 the mean of th proportions of life assurance policie and p n ion scheme benefit in the 

gr s wealth portfolio· 

p1b 1 the mean ofthe proportions of treasury bills and bond in th gros wealth portfolio; 

p b 1 the m an of the proportion o corporate bonds in the gro wealth portfolio· 

p 1 1 the mean of the pr p rti n of hares in li ted omp ni in th gross wealth portfoli 

and 

Ppr is the mean of th proporti n of property in the gro -.: alth p rtfi lio. 

tw -tailed one ampl t-te twa applied to test for equ lit f th m ans of the proporti n 

ti r all the e en prin ipal ts a to reject the h p the i if th means of the proporti n 

f r the assets was different fr m 14.3% at a fiv p r c nt significant le el. The ampl 

tati tics are hown in abl - . I below. 
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l Pr rtion Held 

Test Value= 0.143 

d Sig Mear 95% C nfidcn 
2 Diffi r nee Interval of the 

tail d~ Dif[i r n e 
p 

values 
Lower Upper 

,Proportion of ca h and bank t 55.137 804 .000 56.62 54.6C 58.M 
:gross wealth 
I Proportion of oop rati 34.426 432 .000 24.79 23.38 26.21 

shares togros~ wealth 
Proportion of alu of pension 26.871 368 .000 20.88 19.35 22.41 
ch me as et/life a surance 

policies to gross wealth 
Proportion of trea ur 7.176 42 .000 20.39 14.66 26.13 
bills/bonds to gross wealth 

Proportion of corporate bond to 8.097 14 .ooc 9.4~ 6.96 11 .97 
gro~ wealth 
!Prop rtion of alue of 23.606 311 .ooc 19.6il 17.8-0 21.27 
IShar /mutual fund to gross 
wealth 
!Proportion of prop rt t gro s 26.790 252 .000 35.65 33.03 38.27 
.wealth 

Th ample r ult for the means of the proportion of the h !ding of the e n prin ipal 

as et typ s were a follow : cash at (t= 55.1 dt= 804. p- alue=O.OO)· coop rati e shares at 

(t= 34.4, d - 432, p- alue=O.OO); trea ur bills and bond at (t= 7.2 df = 42. p- alue=O.OO) 

pen 10n chem a set and life assurance polici at ( - 26.9, df= 368, p- alu =0.00). 

orporat bond at ( - 8.1 , df= 14. p- alu =0.00 shar and mutual fund at - 23 .6, df = 

311. p- alu =0.0 and prop rti at (t= _6.8. df= 252. p- alu =0.00). in e all the p- alu 

wer le than 0.05, th impli ation i that th means of the proportion of th holdings of 

th a s t ar ignificantl difti r nt from 14.3 %. on equently the hyp thesi wa 

r jected and th conclusion mad that salaried middle and upper income emplo ees do not 

hold their ealth portfolio in equal proportion for all th principal as t typ and ther for 

their wealth p rtfolio do not a hi nai' e diversifi ation. 

Thi conclu ion "a upp rted b th d cripti e tati ti s ho-. ing that th m an of th 

pr portion of a ets to gro w alth ar notabl ' un qu I. ub e tion 4.4. I 5.2 ho m an 

proportion ranging from a high t of 57 % for cash and bank balance and a low t of I 0 % 

for corporal bonds. It i t be noted that the m an proportion do not add up to I 00 % 

be au e th results are not w ighted. 
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The sampl r suits in abl 5.1 abo ar r infor d b the a t th t th m an numb r of 

prin ipal t held per tion 4.4.15.1 "'a found to b 2.7. ""hich i ignificantl difT r nt 

fro m 7 at t= - 5.3 df = 04. p- alu =0.00). Thi i int rpr t d to mean that alari d middle 

and upp r in orne mplo e 

wealth portfolio are narrow. 

n a t typ , ugg sting that their 

Further anal si show that the mean n t wealth held in rea e te dil from a I v e t of 

hs 254 000 for on -as et hold r to a m an of h n 

as ets, a) about 33.5 time higher. To gain more in i ht into th nature of th r lati n hip 

bet\ een wealth siz and numb r of a et h ld furth r anal c nducted. The b t 

timate f the relation hip a a p I ·nomial quati n that how moderat I tr ng 

positive orrelation (r =0.616 b tw n th numb r of ts held and n t wealth at F= 

_.t5.26· df = 8 2 and p-v lue = 0.000). he resulting quadratic fun tion is hown b I w: 

W=860,658.59-742 872.88'1'+293 847.83'11 2 

0.0 101 ) 0.0019 0.0000 

"" here W i net wealth holding in Sh . and 'I' i the numb r of principal asset typ held. 

ince all th ariabl s in thi equation ar significanl. the implicati n i that net v alth 

in rea e at an increa ing rat with th number of as t t p s h ld. Thi intuiti el how that 

holding a divers port fl lio i b neficial in term of higher n t wealth. 

In addition, th number of a t type h ld. and p r entage of ri k t h ld are found to 

ha a mod rat ly trong correlation (r-0.551) at (F= J 75.2 , df=802 and p-value =0. 00). 

The best e timate for th math matical r lation hip as ft und to be a quadratic function : 

p= -19.088+ 19.2 1 l 'P -1.579'1' 2 

(0.000) 0.000) 0.0 0 

where: 

p i the p r entage o ets held to gro s w alth and 'I' is the number of a et types 

h ld. Although ignifi ant the constant, -19.1%, ism aningl s b cau this i for a z ro 

as et holding. The d ri d equation how that the pr portion of ri k) a set h ld. in 

p r entag t rms incr a es at an increasing rate with th numb r of a t types h ld ithin 

the se en a range that were examined. Th model h we er is not er trong becau it 
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·plain onl. 30% ofth ariations R2 = 0.3046 in th ri k rtion . 

by oth r tati ·ti "'-hi h ho\\ th t the ri ·k~ ct 

ratio and numb r of m e in th am 5.2 

below. hu , the lea t holding of ri k a· ts w nil p r ent for nc-a t h ld r . nd 

p aked at .71% for fi e-a t hold r . 

umber of 

1 s 6 7 

0 

5.2.1.2 Sub-hypothesis H1-2: The equiry portfolio o alaried middle and upper 

in orne employee compri. e ·hare holdin in more than I I li ·ted companies 

Th hypoth si that th m an nwnb r f li ted compani in whi h har h ld by ampl d 

mploye i more than I n is stat d follows. 

where: 

Dn i th gr nd mean numb r of companie in y, hich har wer h ld b th amp I d 

mplo who held in e tm nt in har . one-tail d on ampl t-t t for th mean 

numb r of ompani in v hi h the ampl d mplo appli d in rd r to 

r j ct the h p thesi if th m an typ f har held wa m r than II at tu o os. There ult 

ar h wn in Tabl 5. b low. 

able . ample Te t forth M an umber of om anic · in v hich har were lleld 

Th ample re ·ult in Tabl 5. at (t = -78.4 df = 287, p- alu = 0.0 
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m an number of mpani s in \ hi h har v · r h ld b equit mv ting employ 

i nifi antly diffi r nt fr m I I. p- alu w than .o-. r m th r ult th 

h) pothesi v as r j t d, yi ldin on lusion that alari d middl and upper in me 

mplo ees do not hold hare m m r than II compani and th r fore th ir cquit} rtfolio 

do not achie e na'i e di er ifi ation. This onclu ion i upported by finding in ub e ti n 

4.4.15.4 which h wed that th m n numb r of companie in whi h h rc wer h ld wa 

3) thr e. 

The re ult of te t for ub-h p th H1., to H1•2 i ld th conclu i n th t the w al th 

portfolio of alari d middl and upp r income emplo in Ken a d n t a hie e na'i 

di\· r ification. Thi on lu ion \\a ba don th findings that th ampl d mploye do not 

hold equal prop rtions of as t and that th m an numb r o mp nie in v hi h har 

w re h ld b equity portfolio inv l rs was 3 again t th minimum I I that i r quired fi r 

na'i e di ersificati n. 

urth r analy i rc cal d that th number of as t type h ld i imp rt nt in that it i 

positi el correlated with n t wealth and th proportion of ri ky a t , whi h i u ed to 

prox the compo it i n of mployee • wealth portfolios. 

5.2.2: Hypothesis H2: The limated in ome lhat an be gen rated from the weallh 

port olio o . alaried middle and upper in ome employ e in Ken 'a i adequale for 

their on umptiun need during retirement. 

H -poth i two " a fonnulated to atis the r quir m nt bj ti l\\0, t " c rtain th 

monetary alu o th wealth portfolio of salaried employe with r fer n to whether 

th can g n rat adequat in orne for the mplo e to r I on during retirem nt ·. Thi 

aming 

h 'poth 

in e ligate the adequa of emplo ee · v lth p rt~ li to gen rate 

upp rt th ir habitual on umption n ed \1 h n in retir m nt. wo ub

w r design d t te t th h pothe i a hown b lo . 

5. 2.2.1 Sub-hypothesis H2.1: The e.limaled mean monthly earning from the wea/lh 

porifo/io o alaried middle and upper income employee in Kenya who are abour to retire 

exceed 0 percent ofth ir current mean monthly employmenl in ome. 

Th hpth that for mplo ee aged 4 ears and abo in th ampled population. th 
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m an rati of th ir c timat d aming to th ir urr nt mean mpl ment m m 

tat d a 

where: 

P is th ratio of th omput d timat of m an month! arning fr m th w alth p rt[i Ji 

to th curr nt rep rt d month! empl m nt incom for ampl d mpl g d 45 ar 

and abo\ ''hi h is h r b al r [I rr d to as 'computed r pia m nt rat ·. 

on -tail d t-tc t for th · omput d r pia m nt rat ' f r th mpled 

mploy wa not m r th n 0.7 at lu oo 

Test Value= 70% 
t-valuE df ig. (2 Mean 95% 0 nfid nee 

tailed) Difference Interval of the 
p-value Difference 

Lower Upper 
~omputed Replacem nt Rat =P c -7.05 101 .000 -.2730 -.3498 -.196 1 

Th r ult ofth t 1 (t= -7. 50 d - 101. p- alu =.000 indi atcd thatthcr i a ignifi ant 

di n th com put d r pia ement rat and th minimum 70% rati . Th 

impli d that the mean comput d r pi ement rat of 43 % wa ignifi anti r than the 

r omm nd d 70 %, thereby indicating that salaried middl and upp r in m mplo e 

\\ho are about t r tire ar lik I to ha e inad quate amin from th ir w alth portfolio to 

upp rtthei r u u I tandard of living while in r tir menl. 

Th r for , th hypoth i wa r j t d. I ading to th con lu ion that th timat d arnings 

fr m th wealth p rtfolio of salaried middle and upper in om mploy aged 45 ear and 

bo e ar le than th r mmended 70 % ofth ir mplo m nt in om . 

5. 2.2.2 Sub-hypothesis H2•2: The mean 'target replacement rate ' r a/ari d employees 

who are about to retire ex eed the recommended rep/a ement rate o 70 per en/. 

The hypoth i that for ample emplo ees aged 45 year and abo e ' th ir target replac ment 

r t ' e, d 70 % wa tat d as follow : 
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' here: 

P d i th m an of elf-d Jared targ t p 1-r tir m nt r ti of the timat d annual et 

arrung to th urrent annual employm nt incom for all ample mplo e ag d 45 ear 

and ab ve. Thi ratio is h reb referred to a th 'targ t r plac m nt r t ·. 

A one-tail d one sampl t-test for th ·targ t repla m nt rat · for th am le mpl 

ag d 45 ear and ab was applied to rej ct the null h p th is if thi rati wa not m rc 

than 70 % at ta .. o.os 

Table 5.5: One- ample -T t forth Mean Target Replac m nt Rat 

Te t Value= 70% 

t-valuc d Sig. (2 Mean 95% Confidence 
tailed Difference Interval of the 

p-valuc Difference 
Lower tJPPer 

ry-, rget R pia ement Rat 20.5 94 .000 36.1 32.6 39.6 

The r ult of the tests t= 20.5, df =94. p- alue=O.OO ) in able 5.5 ab indicated that 

there i a ignifi ant differ n e betw en th ampl d mpl y · targ t repla ment rat and 

the recommended 70% minimum. The null hypothe is th t the targeted earnings b alari d 

middl and upp r income employ e ar higher than 70% of their pre-r tir ment incom 

from employment was reje t d, leading to the onclusi n that alaried middle and upp r 

mcom mplo ees rna n t ha e ad quate 'ealth during retir ment. Thi c nclu ion ' a 

upported b th finding that th mean targeted r plac m nt rate for empl ees who r 

about t r tire was 39 % ( c tion 4.4.16), indicating that based on th ir expectation , 

middJe and upp r income mplo e who ar about to r tir ar like! to ha e inadequate 

rning from their wealth portfolios to upport their u ual tandard of li ing while m 

r tirem nt. he e result r con finn th era ity of the computed r placem nt rate. 

The r ult from the tests on th two ub-hypoth e ab indi ate that th e timat d incom 

that an b g nerated fTom th wealth rtfolio of alari d middl and upper in om 

employ s in K n a is n t uffi ient t upport their retir ment con umpt i n need and 

therefor their ealth portfl lio are inad quate. 
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5.2.3 Hypothesis H3: The per ona/ attribute o ·a/aried middle and upper incom 

emplo ee in Keny 1 have no ·igni team relation hip "ith the ab o/ute i:e · of their 

wealth port olio ·. 

hi hypothe is a formulated to sati f the requir ment of obje tiv thr ·to a cnain 

which p r onal attribut e plain th ize of employe ' ealth p n[i li '. ons qu ntl . 

lh h pothe is sought to in estigat v.hether om hypothesized p rsonal attribut of 

mploye ha e a signifi ant relationship with th mon tar ize of th ir wealth ponfoli s. 

This wa don for all the h polhe iz d ind pendent ariabl s using 21 ub-h these , II -I to 

H J-2I Th tests included OVA tud nt' t-tests and Pear on correlati n anal sis. 

nal} f aria nee te t of Independence of Mean et ealth 

In this ction, t sts of the sub-hypothese were done using A OV for quality of mean of 

net w alth for multichotomous cat gorical ariabl . The d i ion rut wa to reje t the null 

h rpothe i if the p- alu was maller than th le el of ignifi ance of 0.05 . h outcom of 

th e te t ar ummarized in Tabl 5.6 b low. 

F 

29.522 7 

HH: The n t wealth holding of alaried 66.875 4 
middle and upper income employee is 
independ nt of th ir le el of eniorit in 
th ·ob 

33.739 6 

H~: Th n t ealth holding of salari d 5.427 4 
middle and upp r income emplo ees 
inde ndent f their marital tatus 
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0.000 

0.000 Reject Ho 

0.000 



df Sig 

m 
with their 

perception 
upp r in om 

i ni ficant r lation hip 
wealth holdin , 

10 

4.315 5 

65.955 

16.913 9 

13.409 9 

HJ.Jo: The n t w alth holding of alaried 5.941 4 
middle and upper income mplo ees 
inde ndent of their reli iou affiliation 

H3• 11 : The n t w alth holding of alaried 6.860 6 
middle and upper income employees i 
ind pend nt of wheth r an mplo e 's 
ime tment d i ion i rna imisation of 
r turns or not 

0.101 

0. 

0.00 

0.000 

0.000 

tHo 

Reject Ho 

Reject Ho 

Reject J Io 

he result or thes AN V tests ar discussed b low with r p ct to the sub-hypothe es 

that were t t d. 

H3•1: Then t w alth holding f emplo nt of the indu trie they work in at 

(F::o 29.522; df = 7· p- alu = 0.000). h h pothe i ' a r ject d and th conclusion made 

th t the net v e Jth holding of alaried middl and upper incom employ has a significant 

r I tion hip with the indu try in whi h a person ' ork . h de cripti e data ho\\ that 

ampled employees from lectricity and at r sector had the high t mean wealth of 

h 6, 193.00 compared to th lov est in trade, re taurant and hotels at a mean net wealth of 

h -81.000. H we er. part of th 

mploye s in le tricit and wat r industri s had high r proportions f managers, dir ctors 

nd polic m k r . whil th · in trad . r t urant and hot I had high prop rtions in junior 
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po ition. 

HJ-2: Th net wealth holding of emplo i not ind pend nt of their I el of eniority in 

th job at = 66.875· df = 4· p-valu = 0.000). h null hypothe i "'a r j ted and the 

onclu ion mad that th n t wealth h rnplo ' 

has a ignific nt r lati n hip with th niorit in th job. In tandem with 

th abo , the dcscripti tali tic sh w that th mean n t wealth [I r fa t r w rker and 

m eng r ,. as the low ·t at hs 675,0 0 and ro t dily to h 6. 0 .0 0 [i r manager . 

dir tors and policymak r . about 9.5 tim higher. 

H3-3: h n t wealth holding of employee is not indep nd nt f empl e ' level of 

edu ation at ( = 33.739; df = 6; p- alu = 0.000 . h hypoth i wa r ject d and the 

con lu ion m d that th r i a signi 1 ant r lation hip b twe n the n t wealth holding of 

alaried middle and upp r income mplo and the le el of du ati n. he de cripti e 

tati tic ho\ that emplo e ' net w alth a fun ti n of the high t educational I el 

anain d b th person. Th e " ho hold on! n v.ithout th r 

rtificatc h d the least mean net wealth of h 428 0 0 compar d t tho with a rna t r 

degree and abo e who e mean net wealth of hs 5 550 000 \i a about 13 tim higher. 

H3-1: Th net w alth holding of emplo · is not ind p nd nt of th ir marital tatu at F

~. 27; df = 4· p- alue =0.000 . The h pothe i a reje t d nd the nclusion mad that the 

net weal th holding of alari d middl and upper incom emplo e ha a signiti ant 

relation hip with their marit I atu . Thi con lu ion w upported b the de ripti 

tati tics that how that the highest mean net wealth was held b emplo ees from inglc 

rami lies ' h ar di orced or eparated or widowed followed by married coup! at 

h 1.930, 0 and hs 1.920,000, resp cti el , v hich \i as about twice that f bachelor nd 

pin ters \i ith an a erag mean net w alth of h 9-D.O 0. 

H3-5: here wa no significant difference b tween the n t w lth holding of emplo ees ba d 

n mplo e · attitude to risk at F=l.604· df = I O· p-value - 0. 101 ). Th hypoth sis \i a n t 

r je ted. h c nclusion ' a mad that th net wealth holding of salari d middle and upper 

inc m employ s has n ignificant r lationship with emplo ees' attitud to risk. Thi lack 

of a relation hip was urpri ing and ug e ted that s lf-d clar d disp iti n toward ri k 

t king al o call d willingne to tak ri k • rna be too g n rat and th refore not a g d 

measure of ri k taking b ha i t to in stm n t . 
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HJ-6: Th r was signifi ant di b (\.\ nth n t w~: lth h I din of mplo} b on 

= J 5; df 5; p-valu - 0. I . Th hyp th nd 

th th t th r I n 

of alari d middl and upper in nlike th 

attitud to ri k that wa di . ri k pr eren onte:tual 

it r lates to fa tion that n in e t r tak s in making the choic of 

in e tm nt. s hown in · abl 5.7 b lo . higher ri k pr fi r n e w as o i t d v ith high r 

n t " lth uch that mplo s wh w r th high t ri k tak rs had th high t mean n t 

w alth h 3.2 milli n. This v thre tim that f I a t ri k t ker who me n net 

ignifi ant diffi ren in the n t w lth h !ding of mpl · e bas d on th ir 

risk per ption at F- 65.955; df = 3· p-\ lue = 0.000 . h h poth i wa r j ct d and th 

conclu ion made that the net wealth h lding of alaricd middl and upp r inc me employ 

ha ignifi ant relation hip with mpl ye · ri k per ption. Th d ripti e tati tic 

indicat d that high r ri k-taking as depi t b high ri k as t pr p rti n to total wealth 

' a o iated ' ith high r m an n t wealth holding. Thu , a h wn in Tabl 5.7 bel 

mploy wh em rg d t b high ri k taker had th high t mean n t w alth at h 2.97 

million whi h was about 21 time that mploye who were cia ifi d a ry ri k a er c. 

on account of being in th lowest and fourth quartil of proportion of ri k as ts h ld to 

gro wealth. The e tati ti al o ho\1 b ha iour, a , ri k 

p r epti n, has a prom in nt influen on th iL of w alth held. 

Table -.7: l an t W alth f mpl es b 

wealth 

H3_ : Th n t wealth h !ding f mploye i n t ind p ndent of here the w r b m at F= 

16.913: f = 9· p- alu = 0.000 . The h}pothesi v a r j ted and th on lu ion made that 
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th n t v e lth holding of laried middl and up r in me empl } ha a ignifi ant 

r lation hip with wh r th w r b rn. Thi con Ju i n " as upp ned b the de riptive 

tati ti : th born ut id Ken a had the high t m n n t w alth of h . 2 milli n. 

follow d b those born in airobi at h 2.37 million. 'I h third gr up in ranking \ a tho e 

b m in th ruraJ areas who averag n t weaJth v.as 1. 8 million, \ hil the [I urth ' a 

tho e born in ther urban ntr sat h I .1 million. h di rential I arly h v. the net 

w alth h I ding implication f v.-here one v as born. 

H3-9: Th n t wealth holding of empl s is not ind p ndent of on p nt th ir 

hildho d ear at (F= 13.409· df = 9; p- alue = 0.000). 'h h pothe i wa reJ t d and the 

onclu i n made that the n t wealth holding of alaried middle and upp r income employee 

h a ignili ant relation hip with \\h r one pent th •ir childh od 

Thi early childhood en ironment effect wa that tho who grew up ut id Ken had the 

highest m an net wealth of h 5.95 milli n folio ed by tho v ho grew up in Nairobi at h 

-.28 milli n. he third group in ranking compri d tho born in the rural area who 

a\'erag net w alth was h 1.31 million \\hile th fourth and last group mpri ed tho b rn 

in other urban c ntr v ith a m an n t alth of h 922,0 

HJ-to: h net wealth hold in of employ i not ind p nd nt of one· religi n at F= 5. 9 1; 

df = 4: p- alue = 0.000). h hypothesi \ a r uect d and the conclu i n made that th n t 

' alth h !ding of salaried middle and upp r income mpl y e ha a ignificant relation hip 

\ ith a p ron 's profe sed religious affiliation. The tati tic hO\ that Mu lim h d the 

highe t mean net wealth of h 1.98 million follow d b Catholi at hs 1.60 milli n. 

Protestants~ r Ia t with am an net v ealth of h 1.49 milli n. The e rc ult are in line with 

th finding b K siter (20 5 in the hi h how d that atholic t nd d to ha e m r 

he higher n t w allh h lding f u lim rea 

r r funh r r arch. 

H3•11 : The n t wealth holding of mpl ye is not ind pend nt of wh th r the investment 

d i ion ar to maximize e rning at - 6.860: df = 6: p-\ alue = 0.000 . h h ·poth i 

wa r je t d and th con lu i n made that th net wealth holding f alari d middl and 

upp r incom emplo ee ha a ignificant relationship with h th r the in c tmcnt d ci ion 

ar mad t rna imi e r tum . Further inquiry v a made int thi infer nc to a c rtain th 

dire lion of the r lation hip b tw n the d ir to maximiz earnings and th net wealth. In 

thi r p t, n lysis of the de ripti e tali ti s in ub tion 4.4.3.3 h wed that sampl d 
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employ who indi aled to agr that they in e t to rna: imiz arning had a m an n t 

w alth h I ding of h 1. 74 mi IIi n " hi h was urpri ingl imilar to that h ld b mploy e 

\ ho indicat d to disagree. In ntr t, employee who wer unde ided held the least mean 

w alth of h 889,000. Whereas, th e re ult indicat th t higher n t , ealth is a sociated 

v .. ith d i i en ss r garding arning mru imization or n t. th findings ar som what 

ambiguou du to the Ia k of a le r dir ction in the relati nship ,.,ith n t wealth. 

lndep ndent ample Te t for ean et ealth 

r dichotomous categorical indep nd nt ariables th ub-hypoth ses were te ted u ing 

two-tai l d ne sample t-tests for a diffl renee of the means of n t w alth. The de i ion rule 

t the hypothe i if p- alu xc ded the ignificance alu of 0.05. Table 5.8 and 

5.9 ummari e the out om fth tw t sts in this category. 

Sub-hypothesis H 3.11: The net wealth holding of salaried middle and upper income male 

employees i not significantly different from that of female . 

Table 5.8: Independent ample T-Test for Mean Net Wealth by Gender 

Levene' Test for t-test for Equality of Mean 
quality of 
Variances 
F Sig t-value dl Sig. (2 M an 95% Confidence Interval of 

tailed) Difference the Difference 
p_-val~ 

Lower l _!.!!)p~r 

.388 .534 .508 803 .612 100 122J -287___!_006.31 487___!_252.0] 

h above results of the ene' test for equality of ariances yielded a p- alue 

=0.5 4>a=0.05. which m ant that there is no significant diffi r nc in the variance of th net 

w al th of mal and fern le em pi 

h t st results at (F= 0.388: df=8 3; p- alu =0.61 2) ho that there is no igniti ant 

differ nee between the mean wealth holding of the ampl d mal and female emplo e s. Th 

h poth sis was therefore n t reject d and the conclu ion made that the wealth holding of 

mal mplo ees was not ignificantly different from that of th female colleagu s. hereft re 

g nd r has no significant inJlu n on the net wealth holding of salaried middle and upp r 

in orne emplo ees. Thi is upport d b the fact that thi rud found that th mean net 

ealth holding for males\ a hs I 680 000 compared to that for females at hs 1 580,000. 
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Sub-ltypothe is HJ-11: The net wealth holding of middle income employee i not igniji anti 

di erenr from that of upper income employee . 

Table 5.9: Indep ndent amp! T- t for Mean et W lth for Middle er u pper 
rn orne mploy s 

Leven ' Te t for 
Equality of t-tc t for Equality of Means 
Variances 

F Sig t- alue d Sia, (2 Me 1n 95% Coofiden e Jnt rva 
tail d~ Difference of the Difference 

p-value 
Lower Upper 

Equal variance~ 131.811 .000 -I 7.88 803 .000 -5 684 943 -6,309 015 -5,060,871 

assumec 

Equal ariance5 -6.87 56.63 .000 -5 684.943 -7,342 389 -4,027,49~ 

not as umec 

· lded a p- alu of 0.000. \>\hich 

meant that ther was signifi ant diffi r n e in the arianc s of the n t ealth holding of 

middle income earners and that ofupper income earn rs. 

The test result at (F = I 3 I. 11: df-56 .63 ~ p- alu - 0.000 show that ther was ignifi ant 

diffi ren e bet en the m an n t wealth holding of middl income earner and that of upp r 

income mplo es. The hypothesis was therefore r j t d and the conclusion made that the 

mean \ ealth holding of middle income emplo e ignificantl different from that of 

upper income mplo ee . hi is support d by the d ripti stati tic that show that th 

mean wealth holding forth 748 middle income employ e wa hs 1.2 million compared to 

that for upp r income employee which wa bs 6.9 milli n. This sugg ts that the distinction 

of the tv o group of emplo e is ery important from a policy per p cti e. 

Pear on orrelation Test on Mean Net Wealth 

of ignificant correlation b tween net 

v. alth and certain h poth iz d quantifiable indep ndent variables. Th ariables were: 

mplo ees emplo ment in orne. inherited wealth. age I ngth of employm nt service iz of 

nu leus famil . numb r of dep ndants and prop rtion of risk a set . Th Pear on 

orr lation te t a a=O.OS was applied and the results urnrnarized in Tab! 5.10 below. 
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H3-1 : i no significant relation hip between 
the n t ~ allh holding of alaried middl and 
upp r in om employ e nd th amount of 
inherited w alth 

805 

05 

0.000 R j tHo 

0.000 R ~ect I lo 

0.000 Reje t Ho 

0.000 Reject flo 

0.000 Reject Ho 

0.000 Rej t 110 

he re ult f th se correlation t st are di cus d bela with respect to th sub-h pothc e 

that \ re t t d. 

H3•14 There wa a signifi ant r lationship betw en the n t wealth holding of mplo ee and 

their emplo ment income at - 0.64· p- alue =0.000). Th h. pothesis wa rejected and th 

con lu ion mad that the net w alth holding of salaried middl and upper income mpl es 
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has a ignificam r lation hip v.ith th ir urr nt empl ym nt in m . m deratel) tr ng 

po iti orrelation f 0.64 betw n emplo ment in m and n t wealth was rep rt d, 

m aning that emplo ee with high r in m shad high r ab alth. 

Thi on lu ion is supp rt d b th d riptiv statistic th t hot.: that mplo. e ' m an n t 

t.: al th holdings are aim t linearl relat d t th ir monthly mplo m nt incom le el. wh re 

th top earning group ith about ft time th monthly mplo ment in om of th I 

ha a n t wealth of hs 6.7 million that i about 16 tim that of th b ttom group with a n t 

'> ealth holding of hs 600,000. Th m an net wealth at th midpoint m nthly emplo m nt 

income increa e from a month) incom multiple of 18 fi r the lowe t earner , to abo e 40 

for the high r income arncr . 

Furth r upp rt of the ab on lu i n i pro id d b th finding of a tr ng and po iti e 

a sociation b tween employee n t wealth holding and their month! cmplo ment in orne. 

Anal i of the des ripti data r turns a oefficient of determination R2 =0.8701 and 

orr lation of 0.93 for th power fun tion r lating empl es· n t wealth t th ir in m 

groups. The function how that empl ee mean net w alth W (in h = 605 832n°·8 76 
, 

" here 0 tand for emplo m nt incom groups. mplo e are plac d in 14 income gr ups 

which ar spaced at equal monthl mploym nt incom int rvals of h · I 0 000 such that th 

low st group designated a ·J tarts from a month) in orne of h 28 0 0, while th top 

group denot d as 14 tart at h 158,000 monthly in me. Th ry trong correlation 

uggests that in orne I vets ar k y factor in explaining th wealth portfolio of mplo ee . 

H3•1s- here was a significant r lationship b tw en th n t wealth holding f mplo e and 

thei r inh rited wealth at r=0.368· p- alu =0.000). Th hypothe is a rej cted and th 

onclu ion mad that then t wealth holding of mploye had a signifi ant r lation hip with 

thei r inherit d alth. m d rat I w ak po iti e correlation of 0.368 b tw n inherit d and 

urrent net wealth was rep rted. Thls m ant that emplo ees who had inh rited more ealth 

w r lik I to ha e higher holdings of n t w alth, other things remaining qual. 

H3. 16 Ther v a a signifi ant relation hip b tween th n t wealth holding f emplo ec and 

their ag at ( - 0.434· p- alu =0.000). The hypothesi wa r ject d and the nclusion mad 

that age ha a ignHicant r Jati n hip ' ith the net wealth holding f alari d middl and 

upp r incom emplo e . mod ratel weak positi corr lation f 0.4 4 between an 

mployee age and net w aJth was report d meaning that old r emplo ' had high r n t 
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w alth. Thi wa upp rt b} th f: t that th de cripti e h \\ d th t m an v.e lth 

holding incrca d fr m h 27,000 fi r mploy aged b lo\! 25 900,0 0 fi r 

tho n 50 ar and 54.5 car . not : th old t i. emplo e ar omitted in 

ar t o few . 

Th on lu ion w r affirm d b urth r anal i that how d that mpl ee · n t wealth 

and their ag h d a clo e tati tical r lation hip that could b repr ented b a third rdcr 

p l~ nomial fun ti n in th form ,= 281.727+6I3,137&-2I9. 09&2 34706<i>. with an 

almo t p r[i t correl ti n 0.99. 'he terms 1 and&, ar th alu o m an net w alth and 

the nominal rank or th 'ith ' g gr up, rom th fir t to the nth gr up, r pe ti el . ee 

ppendi. 9 u tion 5 [i r ranking b ag group . 

H J.f h r wa ignifi ant relati n hip betw n the n t wealth h !ding empl and 

th I ngth f empl m nt r.ice at - 0.356: p- alu =0.000 . The h. oth ted 

and th n lu i n mad that the length of employm nt servi e has ignificant relation hip 

' ith the n t w alth h !ding f salaried middle and upper income emplo c . A m d rat I 

w ak po iti orr lation of 0.356 b tween an emplo I ngth f ervi nd net wealth 

wa r p rted. L n er er ing mplo e had on a erage high r n t wealth h !ding. 

H3.1a h r wa a ignifi ant relationship betwe n th net wealth h !ding of employe s and 

the il. of th nu I u famil unit at ( - 0.2I4· p- alue =0.000 . he hyp th i wa rej cted 

and the on lu i n made that th ize of the nucleu famil ha a ignificant relation hip with 

th n t w alth h ldin of alaried middle and upper income employe s. w ak po iti e 

rr lati n of 0.2I4 b tw n mplo ees· ize of th nu I u famil and n t wealth holding 

" ith larger famil units \! re found t ha high r net wealth. 

upp rt d b de riptive data wh r b mploy e · me n net w alth in rea d 

·t ad il with th ize of the nu leu family· on -p r on famil} had the I ""e t m an net 

wealth of h 96I.O 0 v.hil en-member famili had th high tat h 3. 4 million. 

II .19 Th rewa no ignificant relationship betw n then t wealth h !ding f emplo ee and 

the number of d p ndants at - 0.049· p- alue =0.161 ). he h pothe i wa n t r Ject d and 

th c n lu ion mad that there as no significant r lationship between the numb r of 

d p ndant and th n t wealth holding of alaried middle and upper in m employees. An 

in ignificant and ery \ eak po iti e correlation of 0.049 betwe n an emplo number of 

d p ndant n the n t v ealth ' as report d. Th.i m ant that th numb r f dependants wa 
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not a d terminant of an employee' n t w lth holdin . 

H J-20 her wa a ignifi nt r lation hip betw n the n t wealth h Jding of emplo e and 

th proportion of ri k a t (to gro "' alth) h ld at 

was reje t d and the con lu ion mad that the prop rti n f ri k a et h ld ha a ignifi ant 

relation hip with the n t w alth holding of alaried middle and upp r in m 

ignifi ant and mod rat ly eak po iti e orrelation of0.394 b twe n mplo e ·holding f 

risk a ets which is also a measur f ri k p rcepti n nd net wealth v a r port d. Thu . 

emplo ee who held high r proportion of ri k ass ts v ere found to ha e more net wealth. 

In upp rt of the above infer nee further analysi of th data c lie ted ho ed that net 

w alth can be pr diet d b th proporti n f ri ky as t h ld through pol nomial quati n 

r=OA92· at F=85.23 · d - 80 I; p-valu = .000) with the cubi fun tion hown b low: 

W= 462,574.19+261 234.64p -7239.36p 2 55. 79(l 

(0.000 I 0.000 (0.0000 0.0000 

Where W is net wealth and p i the pr p rtion of ri k a ets held to gro w altb and rang 

from 0 to I 00%. Th mod rate po iti e orrelation of 0.49 betv · n n t wealth and th 

proportion of ri k ass t h ld, uggest that th two mo t g th rand in th ame dire ti n. 

All th variables in this equation were significant at t a o.os -

H J._I Th r wa a signifi ant relationship b twe n the n t we lth holding of mplo e and 

their a ing rate at - 0.327· p=O.OOO . he hypothe i was rejected and the conclu ion 

made that the sa ings rat of salaried middle and upp r in om employ e ha e a significant 

relation hip with their n t wealth holding. The ignificant, th ugh mod rat I 

orrelation ugg ts that mplo e a ing rate ary in the am dir ction with w alth ize 

and can th refore be regard d a ad t rminant of emplo ee ·' net ealth. 

arious tati tical tests for hypothe is 3 r garding wheth r th personal attribute of salari d 

middl and upp r income mployees ha a ignificant relationship with the size of th ir 

wealth portfolio were carri d out and discu sed in sub-h p the s H3_1 to H3_zl These test 

e tablished hich personal attributes ha e a ignificant relation hip with th ir net wealth and 

tho e hich do not. 
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Tabl 5.1 1 b IO\ prO\ id an irnpro\i d ' em t a e th magnitud of th dif[i r n m 

n t wealth withi n ach o ha 

with n t v alth. ach ignificant ri bl was anal · d into : the num r f at gori 

numb r f time that th group v ith th highest w ahh 

on the number of group . ranking of th ariabl wa then creat d ba d on thi fa tor 

"'her th \'ariabl with th highest factor was rank d numb r one and vic 

Table .11: ummary of at gorical cterminant ofthe et \ alth f ·mpl 

Per onal Attribute Number of Tim high t mean Factor: Rank 
at gori wealth more than imc /per 

least wealth eroup erou__I!_ 
Ri k P rc ption 4 21.4 ~ .34 I 

Middle or Upp r incom earner 2 5.6 2.80 2 

Job niorit 5 9.5 1.90 3 

Place wher employee was born 4 7.5 1.88 4 
ut id Ken a airobi, Rural 

ar : oth r urban ntr >) 

Education le el 7 13 1.86 5 

Pia e where emplo pent 4 6.4 1.61 6 

childhood year (as above) 

Industr -re pondent i employed 8 10.7 1.33 7 

Marital Statu 3 2.1 0.68 8 

Ri k Pr ference 6 3.1 0.50 9 

Religious affiliation 3 1.3 0.44 10 

hi ranking how that the personal attribut ith the highe t differ ntiating power of n t 

alth ithin th cat gorie of that ind pendent ariabl ar : risk p rc pti n classification 

into either middl incom or upper incom , an mplo e job eniorit and pia e of birth in 

that order. The ranking e tudes the categori al alu · h ther the choi in estm nt i 

dri,·en by d ire to maximize earnings be au the mean w allh s ores Ia ked dir ction. 

In dditi n. th quantitati e ariable wer anal s din Table 5.12 below in th ord r of th 

highe t in t rm of stand-alon orrelati n with n t' alth. 
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uantitati e 

Rank 

E timated cmplo me 

2 

3 

4 

5 

6 

7 

he abo hO\ s that th ignificant quantitati e per onal attributes that had th highest 

correlation to net wealth were e timat d employment income follow d by age of mploy e 

proportion of risk asset h ld and inh rited net wealth, in that order. 

rom th forgoing the p r onal attributes that were found to ha e ignificant relation hip with 

mplo net wealth wer urrent mployment inc m · Ia sifi ation of mploy into 

ith r middl arner; mplo ee · inh rit d weaJth· ag ; I ngth of rvice: 

ize of nucleu famil ; indu try· job eniority· education; marital tatu ; ri k pr [I r n e· ri k 

p r eption· wh re one born· wh re one spent childho ears (up to 15 year of ag ) and 

religious affi liation. The p r onal attributes that were found to ha e no igni fi ant 

r lationship with net wealth w r : g nd r. attitude to ri k, and number f d p ndant abo e 

the nu I u family. 

Based on the te t and con lu ion in ub-hypotheses HJ. J to HJ-2 1 abo e, the hypothe i was 

r ject d and the conclu i n made that onaJ attribut of emplo e ha e a signifi ant 

r lation hip ith the ab olut ize of net w alth. Thi onclu ion partiall atisfie objecti 

four and r inforces th u e of the con ptual model that wa de eloped for this tud . 

5.2.4 H 'Pothe i H.~: The per anal auribute of 7/aried middle und upper income 

employee in Kenya have no ignifl ant relation. ·hip wirh the ompo ition of their 

wealth portfolio 

Hypothe i four wa formul ted t sati f th requir ment of obje ti four which v a to 

·as ertain which factor plain the campo ition of mplo ees' wealth portfolio . The 
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h oth i ought to inv tigate ..., h th r orne h) poth i d personal anribut f mploye 

an b u d to xplain th compo iti n f their p r on I w alth port~ Ii . t compo iti n 

was m a ur d b · the pr p rti n f ri k) alu f ro 

,.,ealth portfoli . and v d in per nt. 

ppr priat te t w r don for ea h f the h p th i ed independ nt ariable in turn 

through 19 ub-hypoth number d H.t.1 to !419 h t t includ d and tudcnt 

t-t t for ategorical ind pendent and Pear n orr lati n nal is for ind p ndent 

variable that \ re me ur d in m tri ale. 

na l i of a ria n e Te t of lnd p ndence in 

Portfolio 

m po ition f mployee ealtb 

e t of th 1 0 sub-h poth s li ted b low wer done u ing OY A for uaJit of m an 

of prop rtion ofrisk a 

to r je t th hypoth 

ummari e the outcome 

for multichotomous categ rical ariable . Th d cision rule -. a 

eeded the ignifi ant I el at a - .05. able 5.13 

able .13: ne A 1 t forM an Prop rtion 

df 

7 

23.067 4 

salaried 21 . 97 6 0.000 Reje t Ho 

4.522 4 0.0 0 Reject llo 

H ... : Th proportion 2.344 10 0.01 
w lth) h ld b salaried middl and upp r in m 
emplo in Ken a i indep ndent of their 
attitude t ri k 
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H.a-9: he proportion of risk ass t (to gross I. 746 
1 v.ealth h ld b alari d middle and upper income 

mplo ee in Kenya is ind pendent of the person's 
reli ious affil iation 

he proportion of risky a ets (to gross 17.02 
held b alaried middle and upp r income 

emplo e in Kenya i indep nd nt of whether 
employe 's inve tment decision i aimed at 

df Sig 

9 0.005 R ~e t llo 

9 0. 00 Reject Ho 

4 

6 

0.138 Fail to 
Reje l Ho 

0.0 0 Reject llo 

Th result of the V t ts in Table 5.13 abo ear di ussed b low. 

Ho~- 1: The proportion of risky as ets to gros wealth) held by middle and upper income 

emplo ee wa not indep ndent of the industry in which emplo ee work at = 5.867; df = 

7: p- alu = 0.000 . The h pothesis wa r j cted and the conclu ion made that the proporti n 

t h ld b middl and upp r income mploye s ha a significant r lation hip with 

the indu try in which a person is mplo d. Thus emplo es in trade. r taurant and hot I 

industry had the lov e t m an proporti n of risk asset h ld of 13.9% c mpar d to 34.1% 

for tho in el ctricit and water indu try. and 35.2% for mplo ee in agriculture for tr 

mining and quarrying industries. 

H,_2: Th proportion of ri k ass ts h ld b middle and upper income emplo ees as not 

ind pend nt of the employe s' senjorit in the ' ork pia at (F= 23.067; df = 4~ p- alu = 
0.000 . Th h poth si wa rejected and the conclu ion mad that the pr portion of risk 

as t h ld b middle and upper in om mploye s h· a ignjficant relationship with 

ruority at work. Thi a in Line with e. p ctation her b th mean 

prop rtion f ri k a ts h ld increa d with seniority at work. a tory workers r 
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me nger had the low t mean pr portions of ri k t of 9. %compared t manag r 

v. ho h ld 0.4% and dir tor or p lie makers' ho m an pr porti n was 2 .9%. 

H.._J: Th proportion of risky as t to gross wealth h Jd b middle and upp r in orne 

employe was not independent of th per on· s edu ati n I el at = 21.897: df = 6; p- alu 

= 0.000 . he hypothe i v a r j ct d and the conclusi n mad that th proporti n f ri ky 

a set h ld by salari d middl and upp r incom empl e ha a ignificant relation hip 

with on le el of ducation. Th ri k a t holding pr portion was noted to in r as with 

edu ation, which ugg t d that m r ducated emplo ee . d mon trated more ri k-taking 

b ha iour. hus. emplo whose ducation wa up t 

other certificates had the lo est m an proportion of risk 

37.6% for tho e who had m sters d gr sand high r. 

rdinary and advanced lc I and no 

et holding of7.4% c mpared to 

H~: Th proportion of ri ky a set (to the gross ealth h ld b middl and upp r incom 

employe vas not indep ndent of on marital statu at = 4.522; df = 4· p-valu = 0.001 . 

he hypothe is was r j ted and the n lu ion mad that the proportion of ri k a t held 

b middle and upper incom emplo e has a signifi ant relati nship with one s marital 

status. The highest mean proportion was found am ng single mployees (di orced or 

widowed or eparated) at 27.8% followed b couples at 20.0 %. Ba h lors and spin t r held 

th mo t conservati e wealth portfoli s with a mean pr p rtion of risk) a ets in th ir w alth 

portfi lios of 14.2 %. Thi uld part I be explained by th ag effi ct incc the mean age of 

thi group v a about 10 ar lower than for the oth r tw groups. 

H.-..5 : The pr portion of ri ky ass t (to gross wealth) h ld by middle and upp r in orne 

mployee a not ind p ndent of their attitude to ri k at (F= 2.344: df = 10; p- alu = 

0.0 I 0 . Th hypothesi was reject d and th con lu ion made that th proportion of ri k 

a t h ld by middle and upp r incom ignificant r lation hip ' ith th ir 

atti tud to ri k. Furth r anal i of the d • riptive dat did not show a progr si patt rn in 

the r lation hip since the high t mean proportion f ri k a h ld were found among 

b th the mploy s wh wer unwilling to take risks and aJ o tho ho ere fully pr pared 

to take ri k . I o emplo ee who were undecided with rc p ct to willingness to tak ri ks 

were shown to ha the lea t m an proportion of risky a t . 

H4.6: The pr portion of ri k a t held middle and upp r incom mplo e was not 

ind p ndent of the emplo ee risk preference at (F= 2.874· df = s· p- alue = 0.014). The 
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hypoth t d nd th con lu ion made that th ri k p r ption of middl and upp r 

m om employee ha a ignificant relation hip with th ir ri k pr f th 

de cripti tati tics how d that mpl e · ri k pr d in lin \Vith th 

proporti n of risk asset h ld; emplo e who wer Ia ifi d a I a t ri k taker had the 

lm t m an proportion of risk of 17% "hile th high t ri k taker had a m an 

proportion of risk) as t f27%. 

H~- : The proportion of ri ky as et h ld b middl an upp r me m mplo e wa not 

ind p nd nt of wher on was born at F= 2.6-1· df = · p-value = 0.005 . Th 

was r j ct d and the conclu ion mad that the proporti n of ri k a ets held b middl and 

upp r income employ e ha a signifi ant relationship with mplo wa born. 

Th I ar pattern that emerg d wa that mployees v ho v r born in airobi had the highe t 

m an pr p rtion of ri k as ts of24.7% clo ely foil v db tho born outsid K n a with 

a m n of 22.8 %. The third rank were the mean pr p rtions for mployees born in th r 

urban ar a which was 2 I .I %. mplo e who were b rn in th rural ar a r orded th lea t 

m an proportions of 17.5 %. 

H.~-s: Th proportion of ri k as et held b middle and upper inc me emplo ee wa · not 

indep ndent of the mpl y · childho d n ironment = 4.864· df = 9· p-value = 0.000). 

h hypothe is was rejected and the conclu ion mad that the proportion of risky a e held 

b emplo s has no significant r lation hip with the pia c wh r one p nt their childhood 

ar . The data showed that mplo e v ho spent th ir childhood ear in airobi had the 

high t m an proportion of ri k as t . 26.0 %. and w re followed by tho 

time out id K n a with a mean of 1 9.6%. The third and fl urth ranked w re emplo ec 

pent th ir hildhood years in oth r urban areas and rural area wh c mean ri k a ts 

proportion w re l7.3%and 15.0% rep ctivel. 

H~_9 : h proportion of ri k asset h ld by midd l and upper in om emplo ee wa 

indep nd nt of their religi u affiliation at F= 1.746~ df = 4· p- alu = 0. I 3 . Th 

h}poth i wa not rejected and th con lu ion made that th re is no ignifi ant relation hip 

betv en th pr portion f ri k a h ld b middle and upper income emplo ee an the 

mplo s r ligion. In supp rt of th results the data h wed that th m an proporti n of 

ri k asset h ld as somewhat similar. at about 20% for all r ligiou groups. 

H4-1o: Th proportion of ri k ass t held b middle and upp r income employees a not 
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ind nd nt of th mploy m t "heth r t m ximi e r tum or not 

at = 17.028; d = 6; p- alu = 0.0 0 . Th hy th on lu 1 n mad 

that th pr p rtion r ri k a aJaried middl and upp r in orne ha a 

ignifi ant r lation hip with wh th r or notth ir in 

r tum . urth r anal i f the d riptiv ub tion 4.4.3.3 hO\\ d that 

mplo who eith r trongl agr d or trongl di agreed with thi tatem nt had the 

high t m an proportion of risk a ts, hile th und id d ne held the lea t ri k a et 

portfol io . hi ugge t that th r lation hip betv t ward 

rna; imization of in e tm nt return and their holding ri k as the 

omp it ion o th ir ealth portfolio Ia k ob iou dir tion, a parad x of some rt. 

Independent ample t for the ompo ition of mplo ee ealtb 

e t of ub-hypothese were done u ing two tailed t-te ts for diffi renee in th mean 

proportion of risky a w alth for di h tomou categ rica! ari ble . h 

ifp-alu eedda =o.o-. able .14and 

5.15 ummari th out om ofth two t t. 

Sub-hypotlte i H4-11 : The proportion o ri ky a el h ld (to the gro wealth) held by 

alaried middle and upper income employee i indep nd nt of gender. 

able 5.14: lndep ndent amples Te t for Mean Prop rti n of Ri k A ct Held by ender 

quality of M an 

nee Interval of 
the Difference 

L vene' te t for equality of arianc in able 5.14 yielded a p- alu =0.219>a= . 5. 

indi ating that there was no ignificant difTer nc in the arian e of the two cat g ri of 

employee. Th t t re ult at = 1.516· d - 803· p- alue =0.1371) indi ated that there wa 

no significant ifferenc b tween th proportion of ri k a ts h ld for male and female 

mplo ee . Th h rpothe i wa th refore not r j cted and the onclu ion made that th re i 

no ignificant relation hip b tween th proportion of ri k a sets h ld b mplo ee and 

gender. Thi upported b the fact that the differ nee in the m an proportion of ri k 

156 



et h ld wa I) m II, at 2.6%: [i mal employ es r cord d a higher m an pr porti n of 

of 20.5% mp r d t 17.9% for mal mploy . In thi n:g rd. fl mal 

h ld in ignifi ntly ri ki r \\eallh p rtfl lio ompar d to th ir mal untcrp rt . 

llb-ltypothe i H J.11: The proportion o ri ky a et (to ro wealth) held b; mi Idle 

in ome mplo 'ee i · not ·igni tcantly di erent from that or upper income employee · 

able 5.1 e t for Mean Proportion 
Emplo ·ee 

95% onfidence 
Interval of the 

Th rc ult f the Le ene's te t for equality of arian s ielded a p- alu f .005 < a=O.OS 

"hich m ant that there wa a igni ficant diffi rene in th ariance of th two catcg rie of 

mpl . Th t t r ult at (F=7.966· d - 67· p- alue=O.OOO indi ated that th r as 

signifi ant diffi r nee in the proportion of ri k a sets h ld b middle inc m emplo and 

tho h ld b ' upp r income employees. Th hypothesis wa therefore r j t d and the 

nclu ion mad that th r is a ignificant relationship b tw en th pr p rtion of ri k 

a wealth) h ld and the clas ification of v ealth h lder int ither middle r 

upp r m m mpl ee . Wh r as th mean proportion of ri k h ld b middl 

wa 17.9 %. middl m om employe had a ignifi anti higher m an 

prop rtion of 32.5 %. Thus. upper incom mplo e h I a high r prop rti n of th ir w alth 

mpar d to middl in orne amers. 

Pear on orrelation Te t on Compo ition of mplo ee ealth Portfolio 

Fi ub-h pothe were te ted for the i tenc of ignifi ant rrclati n betw en current 

net wealth and rtain quantitati ariabl aria I v r : inh rit d 

,,ealth, ag length of mployment famil and numb r of d p nd nts. 

e t u ing Pear on correlation coeffici nt at a=0.05 w r appli d and th r ult 

1!17 



ummariz d as hown in Table 5.16 b low 

ees 

0.245 0.000 R ~ t llo 

0.22 

0.13 

0.30 0.000 Rej t Ho 

0. 5 0.153 Fail to 
Rej ct Ho 

The re ults of the corr I lion tests in Table 5.16 ar di us ed below ith resp ct t the 

respecti e ub-hypothe that wer t st d. 

H4_13 Th re was signifi ant orrelation b tw n the proporti n of risk a s t held (to gross 

wealth) by middJe and upper income employees and a per on·s inherited net w alth at 

r-=0.236· p- alue =0.000). h hypothe i a r ~ected and th con lu ion m de that th r i 

a ignificant r lation hip b t\i e n th prop rtion of risky a ts held b middle and upp r 
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tn m mplo e ' ith th ir inh rit d net '" alth. lh ignifi ant th ugh v. ak p iti\e 

orr lation of 0.236 that was not d impli d that empl • e h inh rited high net wealth 

t nd to have high proportion of ri k et in th ir we lth ponfoli and i \er ·a. 

H.,.u Th r was i nificant correlati n berv.:een th pr p rtion of ri ky t held (I gr 

wealth) by middle and upp r inc me emplo ee and a p r on' age at ( - 0.245: p-valu 

=0.0 0 . he hypoth i was r je t d and the con lu i n mad that th r i a ignificant 

r lati n hip betwe n the prop rti n o ri k} as t h ld b middl and upper in me 

mpl and a per on' ge. Th ignificant but weak p iti e corr lation of 0.245 that wa 

r p ned meant that ld r c had higher pr p rtion of ri ky a t in th ir wealth 

portfolio \ hen compared to th younger work rs. 

Ho~.J h r was ignifi ant orrelati n b tween th pr p rtion of ri k a set held (t gro s 

wealth b middle and upp r incom mployees and a p rson' length of employm nt er ice 

at ( - 0.2-3: p- alue =0.000). The hypoth sis was reje ted and the conclu ion made that th r 

ignificant r lationship b t\i en th proportion of ri k ass t h ld by salaried middle and 

upper in om emplo e and a p r n · length of emplo m nt rvi . The igniftcant 

though weak positi e corr lation of 0 ..... 23 implied that mployee who had work d for long 

p riod held higher prop rtion of ri k a ts than tho e \ ho had worked fl r a hon r time. 

Ho~.J6 There was significant correlati n between th prop rtion of ri k a t h ld (to gr 

wealth) b middle and upp r incom mplo ees and the mplo e' ize f nu leu famil 

unit at - 0.243· p- alu =0.000). The h p thesis v.as r j ted and th con lu ion mad that 

ther i a igniftcant r lati nship b twe n th proporti n of ri k as t h ld b middle an 

upper income emplo ee and th iL of a person's nu leu family unit. he ignificant and 

weak p iti e correlation of 0.243 that -. a r port d m ant that emplo es \i ho had larger 

nu leu r. mil unit t nd d to hold a high r prop rti n of ri k a et in their wealth 

portfl lio wh n compared t tho e with maller famili 

Ho~. 1 h r wa significant orr lati n b t~ n th pr p rtion of ri k} as l h ld to gr 

wealth b middl and upper in om emplo ees and the number of dep ndant ab the 

famil that an employe upport r=O.l36: p- alue=O.OOO). The hypothe i wa 

rejected and the conclu ion made that there is a significant relationship b tween the 

proportion of risky as ets h ld b middle and upper income mplo ee and the number of 

dependant one support abo e the nu leus famil ignificant and weak po iti 
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orr lation of 0.136 ' reported impl ing that mplo · with a high r numb r of 

d pendants t nd to hold a higher pr p rtion of ri k in th ir wealth h n 

ompar d t tho e with fe, r d p nd nt . 

It,_, Th r was significant corr lati n betwe n th pr portion of ri k 

wealth b middle and upp r incom mplo ee and an employ 's monthl ' mplo ment 

income at ( - 0.307· p- aJue=O.OO . he hypoth rejected and th onclu i n mad 

that th rev a a significant r lation hip ctwe nth pr p rtion of ri k a t held by middle 

and upp r in orne emplo e and th ir timated monthly mployment income. ignificant 

and moderat I weak positi e corr lation of 0.3 7 wa r port d. Thus, mploye with 

high r monthly emplo mcnt income tended to ha ri kicr w alth portfolios when compared 

with tho ith low r incom s. 

Ho~-19 Th re was no ignificant corr lation b twe n the proportion r risky a et h ld (to 

gro wealth) by middl and upper in orne mplo e nd an emplo aving rate at r= 

O.o -o; p- alue=O.l53). Th h pothesi was not rej ct and the conclu ion made that there 

wa no ignificant r lation hip betw en the proporti n of ri k a et held by middl and 

upper in orne employees and th ir sa ings rates on employment incom . 

Th for going tati tical t ts for hypoth sis 4 on ' h ther there is a ignificant r lation hip 

betw en the p r onal attributes of salari d middl and upper incom mpl yees in Kenya and 

the composition of their wealth portfolios wer carried ut and di cu ed in sub-hyp the es 

H~- 1 to R!-19· Th set t id ntified th p rsonal attribut with a significant relation hip v. ' th 

th com o ition of alari d emplo e ' alth and th without. Sa d on th tudy' 

on ptual design the ariables that ar ~ und to ha a ignificant relationship ith the 

omp ition of wealth p rt lio an b n trued a d t rminants and vic ersa. 

Th p r onal attribut s that were found to have a ignificant relationship with the 

compo it ion of salaried mplo ees wealth portfolio . a measured b the proportion of ri k 

as t h ld, wer as foliO\! : industry· job niority· I el of education· marital tatu ; ri k 

pr fer n : where one was b m· where on pent childh d ears (up to IS years of age)· 

la sift ation of mplo e int ither middl or upper income earner; employ es· net w alth· 

urr nt mployment in orne: ag :size ofnu l us famil ; mplo ee·s inh rited wealth; I ngth 

of ervi e: and number of d p ndant ab nucleu farnil . Table 5.17 below ho the 

ranking in t rm of the magnitude of the correlation b tween the prop rtion of risky ets 
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held and th significant quanritati e ariable . in all the orr I tion ar w ak. it an b 

infi rred that the a o iation betwe n th omp ition f wealth and the t t d quantitati e 

p r onal anribut i not trong th ugh positiv . 

nucleu family 

The abo analysi pro ide further information on th ranking of the quantitative per onal 

attribut in ord r of the trength of th ir correlati n with th mp ition of w alth. In 

de cending order of the str ngth of lh rrelation, the e attribute are: mplo ment income. 

ag . iz of nucl u family, inh rit d ealth, length of mploym nt rvi e. and numb r of 

d p ndants abo e the nu leus famil . The orrelation b tween net \i eaJth and the proportion 

of ri k a s ts was already te ted in H3. 19 and therefor not repeated. h moderately weak 

positi correlation (r = 0.394 m an that the quantitati e ari bl with th highest 

as ociation with wealth compo ition was net wealth: a indi ation of th e r lation hip. 

In addition th t st ho that th p r onal anribut hich did not have ignifi ant 

relation hip with the campo ition f w alth portfolio w re g nder, r ligi u affiliation and 

a ing rat ~-9. H-'.11 and ~-1 9). tv,"thstanding th fa t that the attribute 'wh ther 

an in e tment decision i aimed at rna imizing return nd ·an emplo e 

attitud to ri k ( e IJ4•5) w re found to have significant r lation hip ith the compo ition 

of emplo ees wealth portfolios the Ia k of obvious dir tion in their relation hip with the 

proportion of risk)' as et held implie that these two attribute can be tr ated a minor 

d terrninant of the compo ition of ealth portfoli . on quentl . hyp thesis four wa 

rejected and the conclusion mad that personal attribute have a significant relationship with 

the compo ition of per onal v ealth portfolios of salaried middle and upper in om 

emplo ee . Thi con lu i n ati fi objecti e four and yield the identified d terminant of 

the omposition of the wealth portfolios of alaried employees in K n a. 
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5.2.5 Hypothesis H: The p r onal allribute o a/uri d middle and upper income 

mplo; e cannot be u.\ed to model I he ize an I del rminant of their w alth 

portfolios 

Ilyp th i five \\- · fom1ul t d t ati f: the r quirem nts of bje ti\ fi \\hi h ought t 

d ve l p a mod I for xpl ining the w alth p rtfolio o lari d middl and upper income 

mpl ati fi d b identifying suitabl math matical expre sion for th 

relationships betw n per onal attributes and th dependent ariable w alth as measur d b 

mplo ee net " ealth and mployees· wealth le el . Multipl regres ion analysi and 

multiple di criminant anal i w re applied in th t ts outlin d under sub-h pothe e 115•1 

and Hs-2 as discus ed elow. 

5.2.5.1 Sub-hypothesis Hs-1: The quamitative per ona/ allrihU/e of salaried middle and 

upp r income employee· in Ken 'a are not i nificcml in building a mode/to predi I the 

ub ·olute net wealth holding of the employee . 

Multi ariate anal sis using lin ar multiple regression a appli d to ascertain th r lati 

imp rtan e of predictor variable and the predictive power of th resulting model with 

r p ct to mplo ee ' net w alth . incc th e t ts require that th ariablcs are mea ured in 

m tric al interval or ratio at • th indep nd nt ariabl r tricted to th en 

that w re found to ha e a significant orrelation with net wealth in ub ction - .2.3 abo e. 

Th ariabl are: employment in orne. proportion of ri ky a ts to gros wealth age, 

inh ri t d wealth, length of emplo m nt rvice. perc nt of empl 

and iz of nucl us famil . Tables 5.18 to 5.20 urnmari e th k 

ment income that is a ed 

tati tics for this anal si . 

A multipl linear regr s ion m d I r W=a PIXJ .. PnXn wa de elop d and t ted. 

rh null h poth is v a th refor 

I lo: Pu =P. =P2 Pn = o 
"'her 

\\ i th ab olut alu of n t wealth p r emplo e m h 

··a .. is th interc pt 

p, is the weight for i1h p r onal attribut u ed a a predictor ariabl 

X, i the ilh p r onal attribut u d as a predi tor ariabl 

r i the corr lation co ffici nt omput d fr m the resulting function. 

162 



Tabl 5.1 : Model ummary for Predicti n Equation o 

0.71 ~ i 
ealth. 

R quare I 
.505 . 

Predictor : {I on tan/); monthly employm nl income, proportion o ri. ky a et . . age. 

inherited net wealth: length o employment rvi e; aving ; and i;e o nuc/eu · amily. 

From able 5.18, th c rr lation c fici nt r= 0. 711 h w a po iti and tr ng orr lation 

b twe n n t wealth and th predict r ariable whil the c ffi ient f d termination r2 

=0. ~05, me ns that thi mod I can xplain about half o the \ariation in th net wealth of 

alari d mi die and upp r income employees. I I n , the e predi tor ariable arc good 

determinants of the ab ol ut size of emplo ees ealth holdings. 

Table 5.19: Anal sis of Variance for Pr di tion Equati n of t W alth 

.\1odel df F Sig. 

I Regression 1 116]_~ .000 
Residual 797 

Total 80~ 

a Predi tor : ( on tant), monthly employment incom ; proportion ofri ky a et ; age, 
inherited net wealth; I ngth of employment ervice; ·a ing ; and ize of nuc/eu family 

b Dependent ''ariab/e: t l ealth 

The AN VA r suits in abl 5.19 ab c indicate that 

ignificant at F= 116.35; df= 7 and p- alue =0.000 . 
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T bl .20: ~ uation for mpl • t \\ alth lloldin 

a Predi ·tor : monthly emplo mem income: ri ky a et. · proponion: age: inherited net 
wealth, length of emplo men/ ervic:e: avings: and i=e o nu ·leu family. 

b Dependent variable: et wealth 

h abo e tatistic can b int rpr l d follows: all th pr dieter variabl ar ignifi ant 

in e p- alu i less than 0.05 and are retain d in th multiple regre ion quation. Th r for . 

all the pr di tor ariable w re ignifi ant in explaining th net w allh f alaricd middl and 

m d u ing Pear on 

product mom nt co flici nt r garding i tence of signifi ant corr lation b tw n n t w alth 

holding and urn d wealth pr di t r 

h pr dicti n quation forth net w alth holding of emplo ee th n stat d a follow : 

v. ~ -2.798,407.33 34.81 1 -17. 74 .76 2 22,126.04 3+0.72X4 34, 183.21 5+24.674.45 6 -139,833 .51 7 

0.000 0.000) 0.000) (0.000) (0.000) (0.026) (0.000 (0.007 

i th pr di t d n t w alth in h ·; , is the m nth I mplo m nt incom 111 h ·, X2 

i the mpl 'sage in X3 i the risk as t ' proportion to gr s w alth. 1 i the 

\alue of inh rit d n t w alth, 5 is th I ngth of empl m nt s rvice in ear , X6 is the 

per enta e of employment in orne a'ed. and X7 is th size of th nu leu famil . The e 

'en quantit tiv personal attribut ar the pr dictor of th net ealth of mplo e . 



This model indicat th t the pr di t d n t wealth alu would b wh n ach 

n predictor variable ha a alu core of z ro and ' ould ri e progre 

in II th pr di tor ariabl cept for th siz f tb nucleu famil which in thi 

mod I. i n gati el c rr lat d with n t wealth. Thu , in this mo I, bigg r famil. ize ar 

as o iat d v ith I net w alth: they e rt an gati dr g on w alth. \erall. the mod I ha a 

moderate redictive power on a c unt of the trong orrelarion - 0.71) and m d rate 

coefficient of determination (R2 =0.5 I . Wherea the abo e computations indicate that these 

se en per onal attribute could h lp in mod ling and pr dieting th net ealth holding of 

alaried middle and upp r income employees, a ca c uld be made that point timat s rna 

be hard to defend. p c1 II on account of the fa t that re pond nt ' v ealth data wa 

r ported in ranges. ategor -based mod ling in terms of wealth I Is may ther [i r b more 

practical a hown in ub ction 5.2.5 .2 b low. 

The te t re ults on sub-hypothesis H .1 indicate that a wealth predicti n model can be built. 

Therefore the null hypothe is i reje t d and the conclu i n made that uarJtitatj e p r onal 

attribut of salaried middl and upp r income empl c in Ken a an be used to build a 

model to pr diet th ir ab olute net wealth holding . 

The ke tati tics for the ariables and co fficient on the pr diction m del for the net ealth 

holding of alaried middl and upper incom emplo ces in Ken a a discus ed abo e are 

ummarised in App ndix 15. 

5.2.5.2 Sub-hypothesis Hs-2: The quantitative per onal allribute of salaried middle and 

upper in ome employee in Ken a cannot discriminate emplo ee between 'above 

average wealth holders ', 'en erage wealth holder.·· and 'below average 1 alth 

holder · 

ln order to profit and id ntify the personal attributes of) groups of employees who fit into 

certain ranking of wealth I els MDA was done ba d on the r commendations b lair 

nderson, atharn. and Bla k 1998 . Thi wa d b br aking down the wealth 

holding of th ampled emplo ·ees into tr iles: 'abo a erage w alth hold rs' (top one 

third) · 'average wealth holder (middl one-third) and ·b lo\ a erage wealth holder ' 

bottom one-third whereb each group wa treat d a a di tinct categ rica! ariabl . Thi 

framework wa u ed to con truct a predicti n mod I to sho which w alth category an 

mplo e with rtain attributes is likel to fal l into. The model helps t d t rrnine which 
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predictor ariables di riminate betw n employ es ba d on th ir w alth le el . 

The di riminant anal sis used th en quantilati 

merged t be significantly correlat d t net wealth in 

predi t r personal attribut that 

ction 5.2.3 abo , and the ere: 

month! employment in orne· age~ inherited wealth~ risk ass t proportion: length of 

emplo ment ervice: a ings rate· and iz of nucleu family. The r ults of lhi anal is are 

shown in abl s ~ .21 to 5.26 belo . 
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T bl .21: roup tati ti for Pr di ti n f \J alth ' Is 

~ank of 
Mean Standard. Valid N 

D iation (Li twi !} Weighted 
~mpl ee Un\\ eighted 
s b 0 t 
:wealth 

M ntht in m from \8.671.14 17.001.78 268 268 
~mplo)m~nt 

~ge 30.46 7.00 268 268 
Ri ky a et a a p rc ntage f 9.54 18.14 268 268 

Belo gross \\-ealth 
aYera nherited net wealth 60,634.18 226,019.76 268 268 
~ealth ~avings rate-per cent 17.52 12.52 268 268 
holder !Length of employment service 6.90 5.44 268 268 

ISizc of nucleus family 2.54 1.68 268 268 
!Monthl incom from 42,701.00 19 638.70 26S 26S 
~mployment 

~2e 33.40 7.17 26S 26S 
IRi ky a et a a p rcentage ot 12.99 22.61 26S 26S 

!Average [gross wealth -
~vealth ~nherited net wealth 99,813.31 311, 78-'.5 1 26S 26S 
bolde ~a,• ings rate--per cent 20.71 10.99 26S 26S 

!Length of empiO)'ment service 8.04 5.01 26S 26S 

~ize of nucleus family 3.00 1.5? 26S 26S 
!Month! income from 77 237.42 4 081 1.21 26CJ 269 
~mployment 

V\_g_e 38.87 8.62 269 269 
bov IRi k as t p r ntage of 34.17 23.92 269 269 

;average gr9ss wealth 
~vea lth nhcrit_ed net wealth 407,527.63 802,274.07 269 269 
)!older · Savings rate- per cent 27.54 14.03 269 269 

Length of employment service 11 .05 5.92 269 269 
Size of nucleus famil) 3.52 1.71 269 269 
Monthl incom from 52,900.12 32 857.15 805 805 
[employment 
IAge 34.25 8.38 805 805 

tRi a t a a percentage ot 18.91 24.2(i 805 805 
otal !gross wealth 

~nherited net w altb 189,596.1~ 5~_1_6578.1~ 805 805 
~avin_gs rate--per cent 21 .93 13.24 805 805 
Length of employment service 8.6? 5.74 805 805 

~i.z of nucleu f mil 3.02 1.70 805 805 

The e gr up statistics indi at that th m an cores for a h of the n pr dictor ari bl 

ar different b tween the wealth holding groups. For all the predictor ariable th m an 

·core for 'ab a erage ' alth hold r w re high r th n the mean for 'a erag '' alth 

hold r whil the mean re for 'b Jo, a rage w alth' holders w r the I ast. The 

pr di t r ari bl that h d the highe t r lati e differ n e in the mean were inh ritcd n t 
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wealth and ri ky a proponion t gro wealth , ""hil tho with the I t relativ 

inman iz o nu I u farnil an 1 ngth or mpl m nt 

th man that w an ontinue with MD . Th r (I r , the e di riminant 

ariabl an be used to pr di t th r uping of emplo by w allh. 

Tabl .22: Pooled 

he r suit of the correlation matrix sho low and high orrelation meaning that the 

predictor ariables us dar like! to di criminate the gr up b w alth holding le I . 

able 5.23: ilks' Lambda st for Pr diction ofWeaJth els 

Test of Functioo(s) Wilks' Lambda Chi-square df Sig. 
1 through 2 .569 450.197 14 .000 

- .98 1 I 5.490 6 .017 

h p- alue ofO.OOO for function 1 thr ugh 2· and p- lue 0.017 for fun tion 2 in th Wilk 

Lambda t t in able 5.23 b e indi ated that th di riminant functions wer ignificant 

and th r for fit for th pr diction. Th 

alaried middl and upper in orne mplo 

en predi tor ariables can be u d to di riminate 

b the categ ri of w alth I Is. 

Th Wilk arnbda ' as us d to t l wh th r the mean f th dis riminant function differ 

igni ficantl tween th wealth group . In the case ab . th ob rved ignifican le el 

p-valu = 0.000 and 0.017 i smalL so we onclude th t th group do not hav th sam 

m an. hi h th r for imp! ic that there is a relation hip b tween the w alth group an th 

quantitati p r onal attribut s. 
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me from em lo ment 

L'n randardi:ed coe ICient 

The canoni al anal i yi lded two discriminant functions 1 and 2 as hown in Tab! .24 

abo e. In b th s. month! emplo ment income and inh rit d net wealth had a o ffi ient 

of zero an th r fore did not emerge a predictor ariabl in the fin I dis riminant equation . 

The two fun tion for MDA ar as foLio\ 

Function 1: 

,= -3.365 0. 46X,+0.026X2+0.025XJ 0.006Xt-0.073 s 

(0.00 ) 0.000) 0.000) (0.000) 0.000) 0. 0 

Function 2: 

Y2= -3.013 0.094X,-0.005X2+0.039 J-0.022Xt+O. I95 

(0.000 0.000) (0.000 (0.000 (0.000) (0.000 

\\here 1 and Y2 are predicted wealth at gories· X1 i the employ · age in year : 2 i the 

mploye ri k a ets as a prop rtion to gross wealth; 3 is the emplo e 's rat of a ings 

on employment incom ; Xt i the length of employment rvi e in ear : and X- i the izc of 

th nucl u famil . Th e fi quantitative p r onal attribut emerg as th predictor f the 

\\eaJth at r in whi has lari d middl and upper inc m emplo e i likely to fall. 

The result the multiple di riminant analysi ha e e tabli h d fi e predi tor of wealth 

at gory to t t ub-hypoth i Hs-2· Th h pothe is is ther for reje t d and th con ·lu i n 

made that th quantitati p r onal attribut . f alaricd middl and upp r inc me mpl s 

in Ken a an u ed to build a mod I to profile and group them int eith r h ld r of' bo e 

a\ierage' aJth' or ·a erag wealth' or 'b I ' erag ' alth'. 

Th ke stati tic for the ariabl and coefficients on th profiling model for alaricd middle 
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and upp r in om emplo inK nya into ith r ·a averag w alth · or ·av ra w alth 

'-\ealth' b ed on th ir p r onal attri ut ar ummari d in p ndi · 16. 

Unstandardized anonical di criminant un tion evalu ll d at roup mean 

Th group centroid re ult in abl 5.25 abo e h "" that in di riminant fun ti n I, 

in the categof} f ·abo 

or near 1.181; ·a erag \ alth hold r · would b 

pr diet to h e a 

a core near -.416, 

while 'below a rage wealth' holder would b predi t d t ha e a core around -.769. h 

arne analog can al o b applied on the ntr id for function 2. 

able 5.26: Ia ification Re ult for Pr di tion of W lth L I . 
-

Predicted group member hip ota 
-

Rank of Below average A crage Abov a erage 
emplo ee by 

net wealth 
origina coun1 Belo"" average 163 85 2C 2~~ 

Average 101 132 35 ~ 
A~()_V'e aver~ 30 54 185 2~ 

CY< B~low~er~ 60.8 31.7 7.5 100.( 
Average 37.7 49.3 13.1 100.0 

Abo\ e average 11.2 20.1 68.8 JOO._Q 
Cross1 coun Below average 161 86 21 268 

validate~ 
Average lOS 123 37 268 

I Above avera&€! 3C 54 185 26S 
'Y< Below avera~ 60.1 32.1 7J IOOJ 

~era~ 40.3 45.~ 13.8 lOOJ 
Above average 11.2 20.1 68.8 100.( 

a. ro validation i done only for tho ·e a e in the anal is. In ro · vulidalion, ea h 
a e i cia · ified by !he jim lion deriv d rom all ca ·e other !han thea a e. 

b ~9. 6% o original group d ·a e w re orrectly cia · ·ified info their ·ategorie . 

c - . 3% o ·ro -validaled grouped ca e. corre tly cia . ·i red. 

170 



Within th first group. 60.8% of the · b Jo,: average w ahh • hold r '"" re corr tl. Ia ified 

as u h; 31.7% of th b low a ra \ ealth. holder \>\er wr ngl Ia ifi d as ·avcrag 

wealth hold r ·while 7. %of the ·b lo\ a erag w alth' hold r w r incorr ti ifi d 

a ·abo a erage wealth h lders. 

ln th ond group. 49. %of the 'a cragc wealth' h ld r w r rr tJ cia iii d uch; 

37.7% of th 'a erage wealth' hold r were wrongly Ia sift d a 'b low a erage ealth' 

holder : whit 13. I% of th ·a erag wealth' hold r were incorre lly las ified ·abo e 

a erage wealth' holder . 

Within the third group 68.8% of the abo . a erag wealth' holders wer correct! Ia ified 

a u h· 20.1% f th 'ab e a rage wealth' hold r wer wrong)) I ified a · crage 

wealth hold rs · whit 11.2% of th 'abo e ave rag wealth' holders were incorrect) 

classifi d a ·below a erage wealth hold rs. 

Finall , the cross alidation ho\ e that o erall. 59.6% of original grouped case were 

orr ctl cla sified, whil 58.3% of ro - alidated gr up d ca s w re corr ll Ia ifi d, 

wa abo e th required minimum of 41.6% [(0.3332*3)* 1.25] at 25% above chance. The e 

re ult indicate that th predicti power of the ind p nd nt quantitati e ariabl 

mod rat th r b sugg sting a need to in Jude ategori al ariable in , plaining th wealth 

le el of alaried middl and upper in orne employ . ~ hese conclu ions are fitting in that 

th y corr borate the re ult from th point pr diction m d I in ubs ction 5.2.5.1 abo e, 

where multiple r gr ssion anal sis a applied to model net wealth. 

5.3 Data Reduction 

In ord r to determine th i t nee of multi ariate int rr lationship am ng the h poth ized 

input ariabl in the study f the det rminants and iz f employe s wealth portfolio and 

further plore the nature f those r lati n hips. fact r analy is multivariate computational 

t hnique' a carried out in this ction. This stati ti a! t chnique wa applied to redu the 

ind pend nt ariables to a manageable number by id ntifying thos ariabl s whi h belong 

togeth r and ha e o erlapping m a urem nt . Thr ugh thi proce un rlying and not 

b ervable on truct would b identifi d as a basi for implified mod I. ing the 

a kagc, th principal mp nent approa h wa appl i d on the 21 ariabl that were 

elected for analysis. Th c ariables aptured all the inputs as defin d in th cone ptual 
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ign of th mod I u in thi tudy a ho'hn in hapt r \\ Five. Th 

d ripti tatistic forth ariabl under on id rati n ar hown in abl 5.27 bclo\ . 

Table 5.27: Descripti e tatistics 

IPer onal ttribute Mean Std n I iN 
Oc_viation 

)ndustry 6.44 2.67 786 
~ob seniority 2.55 1.28 786 
ILen_gt_h of employment service- in range 2.13 1.15 786 
~ducation level 4.10 1.30 786 
!Age group 3.47 1.65 786 
~ender 1.39 .49 786 
!Marital status 3.98 1.53 786 
~ize of nucleus family 3.0C 1.69 786 
:Oependants on top of the nucleus family 2.09 1.75 786 
Place of birth 5.53 2.70 786 
IPtace of childhood years (up to 15 years) 4.95 2.86 786 
iReiigious affi I iation 1.59 .84 786 
:whether choic of in e tm nt is dri n by desire to 5.85 1.21 786 
~aximise earnings 
;Risk preference: amount one is ready to invest 3.11 1.35 786 
~nitude to risk: willingness to take risks in general 6.76 2.72 786 
Extent of reliance on loans 3.19 1.25 786 
!{isky assets as a percentage of gross wealth 19.15 24.28 786 
Current employment income 53 ,088.56 32.942.60 786 
~avings rate~in percentage 22.08 13.05 786 
ncome category (middle or upper income) 1.07 .26 786 

~ nherited net wealth 189,726.28 533,813.62 786 

A an b n from the ab e tabulati n, the 786 valid cases ati fi d th r quir m nt that 

th as e. arnined mu t ed 5 time the number o ariables. in e the variable in thi 

analysis w re 21, the minimum cas s for thi operation w re I 05. 

Thereafter. th appropriat n s of the principal compon nt anal si or factor extraction wa 

e, amined through th corr lation matri and test of ampling adequa a hown in Tables 

5._8 and 5.29. re p ctiv ly. 
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able 5.28: rr lati n Matri. 

V01 V02 V03 V04 VOS V06 V07 voa V09 V10 V11 V12 V1 3 V14 V15 V1 6 V1 7 V18 V1 9 V20 V21 
Industry Va1 1 
Job senioritv V02 -0 10 1.0a 
length of employment service-range V03 -0 17 0.33 100 
EducatiOn level V04 006 0.55 0.17 1.00 
[AQe group vas -0 14 0.53 0.63 0.41 1.00 

Gender V06 0.03 ·0.07 -0.11 ·0.03 -0.15 1.aa 

Mantal status V07 oaa 0.27 0 25 0.19 0.42 0.02 tao 

Size of nucleus family vas -0 as 0.39 0.45 0.25 0.61 -a.16 0.62 1.0a 

Dependants on top or the nudeus fam1ly V09 -0 07 0.10 0 23 009 018 -0.06 0 16 0 28 100 
Place of birth V10 004 -0.17 0.00 -0.14 -0.04 -0.05 ·0.06 -0.02 0.15 1.00 
Place of childhood years-(upto 15 years) V11 004 -a22 -0 01 -016 -0.08 -005 ·0 05 -006 0.11 0.75 1 00 

Reho1ous affihahon V12 -0 10 014 0.10 0.03 0.08 -0.04 -0 01 005 004 -0.06 -0.11 100 
Whether choice of rnvestment IS dnven by 
desire to maximise earnrngs V13 -0 12 0.24 0.02 0.16 0.14 0.03 -0.04 0.15 -0.04 -0.13 -0.20 0.16 1.00 

Risk preference· Amount one is ready to 
invest V14 006 0.32 -0.04 019 015 -0.03 0 14 0.20 -0.04 -0.14 -0 19 0.00 0.19 100 
Attitude to nslt W1lhngness to take nsks in 
loeneral V15 0.15 0.16 -009 012 0 03 -0 08 0 11 015 -0 01 -0.12 -0.14 -005 0 14 0.48 100 
Extent or reliance on loans V16 -0.14 0.31 0.21 0.16 0 25 -0.02 012 0.24 010 -0.10 -0 16 0.18 0.39 0 14 0.01 1.00 

Risky assets as a percent of gross wealth V17 -0.09 0.30 0.23 0.34 0.26 0.05 0.09 0 26 0.14 -0.13 -0.14 0.08 0 24 008 006 025 1 00 
Current employment income V18 -0 18 0.54 0.38 0.58 0.50 -0.04 0 19 027 013 -0 16 -0 18 008 015 010 -0 02 019 0.31 100 
Savrngs rate In percent V19 -0 23 022 013 022 017 -0.06 0 02 008 000 -004 -0 08 0 03 -0.01 012 004 -0 07 004 0.35 100 

Income category (middle or upper mcome} V20 -0 14 0.36 0 28 0.40 0.35 -006 0 10 017 010 -0 15 -0.17 0 03 008 0 01 -0.02 0.11 0 16 0.81 026 100 
lnhented net absolute wealth V21 ·006 023 0.15 0 21 0.22 0.00 002 013 0.00 -0.14 -0.16 0.12 0.17 0 11 0.03 0.10 0 24 0.30 0.17 025 100 
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Th correlation matri in Table 5.- a ve indi ate that the requir m nt for prin ipaJ 

compon nt anal i w r ati tied b au ighth of th orrelation w rc abo e 

0.30 as highlight d in th t bulation. h that th re r ommon hared factor 

and th r for . w can go ah ad with the fa tor anal i . 

Table 5.29 ab hows th results ofthc Kai er-Mey r- lkin KM tati tic that wcr u d 

to pr diet if th data i lik I to fa tor prop rl . Thi w based on orr lation and partial 

orrelation well as th re ult of Bartl tt's Te t of phericity to t t (I r the pr 

orrelation among ariabl s. The KM m a ure ofs mpling adequac (M A) at 0.758 a 

a ceptable ince it was high r than the r omm nd d minimum r 0. 0. Additionall . th 

Bartl n· st of phericit was significant and recorded an ace pta I p- alu of . 0. 

"'vhich was I w r than th 

b t\ een th ari ble . 

indi ating that th re i orrcl tion 

In ord r to obtain a simp) and meanin ful data tructur that has a non-z ro loading of the 

e plained ariable for ea h indi idual fa tor a varimax rotation wa carried out. The 

e rracted fa tor and the ariables with loadings equal to or greater than 0.50 were isolated a 

hown in Tabl 5.30 and 5.31, and the plot in igur 5.1. Thi operation identifi d i 

factor and their re p ti e ariables. 
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T bl .30: otal arian e xplai n d 

Initial Ei n l'alue Extra tion S um of Rotation Sum f 
Squared Loadines Squared Loadine:s 

-Total Comp nen P r cnt ge Cumulative Tota~Per enta~' Cumulative Tot rer nt ~e CumulativE 
of Varianc~ o'c 0 oc o,, 

Yanance Variance 
I 4.6S 22 2s 22.28 4.68 2:U 8 22.28 3.01 14.70 l·t7C 

2. 12 10. 1C 32.38 2 . 1~ 10.10 32.38 2.7 13 .0.! 27.72 
3 1.7f 8 .3~ 40.71 l.7l 8.39 40.71 1.8 8.8C 36.52 
~ 1.5( 7. 15 47 .97 1.5( 7.1 ~ 47 .9~ 1.7~ 8.53 45 .0~ 

~ 1.2( 6.0 1 53.9~ 1.2f 6.01 53 .9~ 1.7 8.4( 53.45 
l 1.15 5M 59 .4~ I. I~ 5.4~ 59.4~ 1.25 6 O< 59 .~ 
i .9S 4.67 64.0~ 

~ .91 4 .32 68.4( 
~ .8S 4.2C 72 .6( 

I( .Sf 4.os 76 .6~ 

II .73 3.5C SO. I 
I .6f 3. 15 83.3~ 

I .62 2 .9~ 86 .2~ 

14 .6C 2.84 89 . 1 ~ 

I~ .54 2.5-.; 91.67 
16 .4l 2.1 s 93 .84 
I .3 1.75 95.5~ 

u .2~ 1.3S 96.9i 
I~ .2f 1.23 98 .21 
2( .24 1.13 99 . 3~ 

21 . 14 .6f 100.0( 

~. traction Method: Principal omponent nalysi 

Table 5.30 shows th linear combination f ariabl s called fa t r . that account f r the 

arian e in the data a a hole. The output show that there were i ig n alu gr ater 

than l .00. hi h indicat that there ar i factor to xtra t ba ed on th latent root rit rion 

for the numb r of components to d ri e. hese ix r. tor explain a cumulati e ampl 

varianc of 59.42%. 
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igur .1: Plot (I r tor nal 

5~------------------------------------------------~ 

4 

3 

2 
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Component Number 

The cr e plot in ur 5.1 provid a diagrammatic Jew f th initial igen alue 

iat d with all th tact r . Th curv how that t factor a di tinct brc k ur 

parating th t ep slop of th large fa to and th radu II trailing o f of the r t of the 

fa tor . rom the total arian table and the r e plot. it wa not d th t an extra ti n f i 

actors which umulati el a aunt d for 59.42% of th anan w uld b uffi ient. The 

rotat d amp n nt matri m able 5.31 below how thi xtraction and the ariabl that 

mpn 
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Table .31: Rotat d omp nent M tri. 

Factor 

1 2 3 4 -~ ~ 

!Current employment income .875 
ncome category (middle or upper income) .787 

~ 

!Education level .720 
~ob seniority .563 
!Size of nucleus family .833 
!Marital status .767 
j;\ge group .708 
!Len~ of employment service- range .639 
Wh ther hoice of in estm nt i dri n by desire to .731 
~aximise earnings 
!Extent of reliance on loans .707 
IPlace ofbirth .913 
Place of childhood years (upto 15 years) .885 
!Attitude to risk- willingness to take risks in general .807 
!Risk preference-amount one is ready to invest .792 
ndustry .58ll 

!Gender .574 

~avings rat~ in _per cent -.528 

Extraction Method: Principal Component Analysi . Rotation Method: Varimax with Kai er 
.Vormali ation 

The traction in the rotat d tabl matri · d tail d ut the I t d ix fa tor b the 

grouping ariables that were comm nl a · ciated. The extra tion for ach factor h cd in 

addi tion the c rr lation of ea h group d ariabl to the factor. 

The result f th prin ipal compon nt analysis wher the arima rotation meth d and 

Kai er ormalization " ere us d a hown in Table 5.31 , indicated that th ind p ndent 

ariable that ' re examined in thi tud ' could be reduced to ix factor . he e factor ar 

d in d r a ing ord r by whi h each factor ace unt for the arianc in th ample. 

Factor I: Earning apa ity: hi factor explain d the large t proportion f th variation of 

14.7% and compris d th folio ing: curr nt employment income income ategory middl 

of upp r in om ducation I el and job eniority. The e four variabl s can b uniqu I 

id ntified by th fact that they define an mploye s earning capacity, which in tum inform 

avings and ability to in e t for wealth creation. Th em rgence of earning capacity a an 

important factor reaffirm the appropriat nes of th research design ad pted in this tudy 

where the target populati n, salari d middle and upp r income emplo e , wa idcntifi d 
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principal! ' on the ba is of I el o empl ym nt in 

ob ervation i fundarn ntal be au it implie that tudie 

aming apacit). hi 

nal w alth port olio 

hould fa tor in th I and typ f th p r on' arning apacit s n e ntial input in the 

r earch d sign. rom cone ptu I I I it an b in[! rred that the Lif- cl 

Hypoth i (L H) o tud ing p r nal wealth p rt lios upp rted in thi in tance 

b au aming capa it underpins II. Thi factor d fine what an mploye an do. 

Factor 2: Life- ycle Fa tor : Th nd large t amount of th varian in th ample of 

13.0_ % w , plain d b th grouping ompri ing: iz f nu I u famil . marital tatu , 

a e, and length of employm nt rvi e. Th und rl ing haract risti about th four 

variabl i that th rcfl ct an mpl e's stag in liti and th r fl re can b mmonly 

r fl rr d to a life-cycl factor . This an al o b int rpreted t pr ide uppon ti r th 

on eptuaJ design ofthi tudy wher age i th main input ariabl in th H approa h for 

tudie on p r onal w alth p rtfolio . Thi · factor defin hat an mpl yee needs to do. 

Factor 3: In e tment bjccti e: Th third fa tor a unt d for . % of the arian and 

on i t d of two related ariable : h th r the choi e fin e tm nt i dri en b de ir to 

rna imi e amings and th tent to which employ s r I on loans. he ariables an be 

asily under tood with r p ct to th in estm nt bje ti e and hoice of finan ing. 

Furth rm re d scripti data from this tudy shows that 86% of tb arnpled mployee 

agreed that th y in est to maximize earnings, and that the a t majority of them. ay. 78%. 

r I on loans to orne e t nt. Thi factor mb dies the in tment pr 

actor 4: mplo ee · ultural Back round: he ti urth factor a ount d II r 8.5 % f th 

\'ariation . ariabl for thi fa t r relat d t an em pi ec · backgroun a 

op rationali ed by pia e of birth and childhood envir nm nt. Thes set of variable· were 

igned t d note the cultural Iem nt f thni ity. on qu nlly, the re ult sugg t that 

th ociological-r lat d inpu in this tud can be group d under thi fact r. The result ha e 

ita! implicati n and offer u efu l logic by implying an int r-play b tween nature and nurture 

in molding th emplo ees in th m tm nt proc 

Factor 5: mplo ee Ri k- ak.ing B haviour: h fifth factor ' a employ e ri k

taking behavi ur hich in thi anal i wa mea ur d by two r lated variables of attitud to 

ri k and ri k pr renee. It a aunt d for .4% of th sample arianc . Wh r a the form r is 

a g neral term and relate t a per on· s willingnes to tak ri k of what r natur th latter 

p cific and measures a p r on preparedness to mak a risk in e tment gi en a h ic 
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of I s ri k alt mati . ignifi anti '· ri k- taking b havi ur 1 entraJ to m m rtfolio 

theory and an imp rtant input in th tud of p rsonal ealth p rtfi Jio under thi 

fram work. In thi r gard. fa tor 

and how mu h t inv t. 

with th fin r p ct f d iding v her inve t 

Factor 6: a in : he sixth omp n nt. aving , ac ount d for nl 6% of the rian m 

the ample. a was depicted by the indu try the r pond nt i emplo cd in, gender, and 

the per entag r pond nt sa e . h tali ti deri d from th data 

hov that th m an a ing rate b indu try w re ignificantl diffi rent at (F I 0.3 , d - 7 

and p-valuc- 0.0 0) \ .. ith agri ultur hawing the high t mean a ing rate of ~.7% 

compar d to the I w t mean of 18. 7% for transport and mmuni ation. Th \ing rat 

for male (22.5% and females 21.1% were how r n t ignificantly difT r nt t t = 

1.494, df = 03 an p- alu = 0.136 . 

The data r du tion arri d out hov that th 21 ariable that w r onsider d for an I i in 

the current tud} can be redu d t i. fa tors that ar 

grouping is i r to conceptuali and model. Th 

L H in tud ing ealth ar th m st imp rtant sine th 

impl r grouping. hi r. tor-based 

how that fact r relating to 

f the ampl 

\ananc . w r factor I, 2 and 6 for ·earning ap it •• ·life- y Je fa tor ' and 

· a ing · resp cti ely. Th ne t on eptuaJ framework that followed in promincnc ' as 

MPT in fa t r 3 and 5 \ hich both account d for 15.2% of the ampl arian e. The 

grouping were labeled 'in e tment bj tive and ri k- taking b haviour . La tl , a role was 

noted for s i logi al factor wher culturaJ ba kground' ' a d picted b pia c of rigin, 

factor 4. his factor accounted for . % of th t tal anance. he key tati tic fi r the 

\ariabl an fficients ar ummari din App ndi. 17. 

5.4 Findi11g of the Study 

The finding are deri ed from the te t of hypolh 1n ti n 5.2 and ar uppl ment d 

b) the an Jy m ection 5.3. The interpretation ar infonn d b the d ripti e tatisti 

and th lit r ture r iew d in hapter Four and Two, r p tiv I . a h ub tion relate to 

a r ear h bj ti e . 

5.4. 1 The nature and diver ijication of employee wealth portfolio . 

mpl ee · wealth holding ar fi und to be h t rog n ou in alue and ompo ition as 

depi t d b) I rg tandard d n . v.rid range and high ore of Kurto i and kewness. 
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Howe er, th distribution of the number of asset type h ld by th amp! d mpl ye i le s 

aried in omparison. Th r pond nt al o hold oth r 

part of per anal weaJth ba d on lit ratur r ie\ d ( ee ppendix 14 . Th holding f oth r 

as et in th farm u h a crops. nimal and land captur the er 

t\\o-third f Kenyan ar rural- b d and ngag d in · me agrarian tiviti . 

Th fir ·r major finding was that th wealth portfoli s of the sampled emplo ee ar under-

diver i tied a a ses d u ing the nai'v di ersificati n m thad. bj cti e one wa thu 

atisfied as di us ed belo . 

Th first indi ation of und r-diver ified weaJth portfoli wa that th am pled employ do 

not hold all the en prin ipal typ of a sets in equal proportion a r ommendcd in 

D Migu I t al. 2009), among other . ub ction 5.2.1.1 abo e h s that th proportions 

h ld of th various a set ar significantly unequal· the highest and lowest proporti n are 

57% and 10% h ld inca hand corporate bonds. resp cti el . 

The ab e conclusion i upported b oth r findings that the re pondent h ld on a cragc 2. 7 

a sets which i significantly lm er than the 7 as t t p that are on id red to compri 

w aJth portfolio in thi tud . n qual h !ding of a ts is also confirmed b finding flow 

0\\11 rship rates of trea ury bill and bonds at 5.3% and c rp rate bond at 1.9%. 

r pecti I . n th other hand ca h nd bank balan e ha a I 00% ownership rat and 

accounts for 39.3% of th net wealth alue of th ampl d emplo ees. The narr w and 

on entrat d wealth portfolios coupl d with lo\ own r hip rate and a m agre share in gross 

' ealth of capital mark t in truments is consistent with the phenomenon f asset scarcit that 

is common in de eloping countries. ·urther e idence fund r-di er ification is hown b 

r ults in sub ection 4.4.15.3 sho 'ng that the a Ia proportion are signific ntl 

different from th ·third •. dominant asset clas ca h and n ar a h a et with an 

a rage pr p rtion of 80% follow d b fi ed incom apital class, and then risk a ets 

Ia ses with a erage proportion of 21 % and 19%. r sp cti el . The finding that h 

a aunts for th large t hare of ealth i incon i t nt with vid n e from de ped 

ountrie whi h how that prop rty is the dominant asset. Th low owner hip of ri k ts 

i consistent with empirical vid nee where for instan e. Georgarako 2002) rep rts that 

m t in estor in the UK do not hold ri k asset . 

Another indicat r of under-di rsification (sub ction 5.2.1.2) is that the quit portfolio are 
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narro,-.Jy im· t d in 3 li t d ompani on a\ rag , \ hi h i I \\ r than th minimum 

r ommend d of II li t d ompani to a hi ' n i' di r ifi ti n. thcr findi ng that 

onl 0.3% of th re pond nt hold har in mor th n I 0 mp nic \ hilc nl. 

reported to ' n har r fl ti' c f a youn c pi tal mark ·t nd upp rt d by vid nc 

from de el p d in th l tatman I 87 found th t 50% f 

im tor ov.n up to t\1 o uriti nd nl) II % h ld m r than t n. leading th rc arch r 

hold undi' rsifi de uit) p rtli li . 

otv ilhstanding th ob er tud arnplcd mploy 

w re found to b inclined t ,., rds di e if ing th ir ,., alth holdin . For in tanc • 4 p rccnt 

f th m hoi t, ~hit 5% hold all th thre a et Ia I o, the 

proportionate h !ding of th ri k) a las in the t tal wealth p rtfolio i 35%, whi h i 

e ond to ca h and near a h at 6 I% th total ' ·ealth portfoli . More ' r. 7% o the 

cmpl yee wer found to 

ek profe i nat ad ice. 

k to maximi th ir wealth when in ting, whit 48% oflh c 

5.4.2 AdequaCJ of employee ' wea/tlt portfolio f or con umptio11 wltile ;, retirement 

1 he second bj ti e of thi stud ' to a certain wh ther th w alth p rtfoli of th 

arnpled emplo e scan gen rate ufficient income to ater forth ir n umpti n n ed ' hile 

in r tir ment. hi anal i wa guid d by th principl applied t as s th ad quae of 

'' lth holding in th ( u. Mitchell & Phillip . 2 5: Munn II tat., _QQ6). 

rh tud ·s e ond major finding wa th t the e timat d aming r m the w alth portfoli 

of the ampl d emplo ees ho are ab ut to r tire. wa I than the recomm nded minimum 

pr p rtion of 70% of th ir urrent employm nt incom . Thi r tio i r ferr d to as the 

repla ment rat . Th mean and median omputed r plac m nt rat , that m a ure wealth 

ad quacy are 43% and 3 %. re p cti I . The fin ing w r orroborated the target 

repla ment r te given b all th r sp ndent '"hoe mean and median wer 9% and 36%, 

r pecti el ub e tion 4.4.16 . A p iti . though weak c rr lati n - 0.29) between the 

c mputed and targ t replac m nt rat affirmation th orr tne of th a e. he e 

fin ing ugg t that the e we lth portfoli ar not ad quat to support emplo ee ' habitual 

n umption n d during r tirem nt implyin that the are mall in mon tary alu . 

h finding that the wealth portfolios of alaried mpl inadequat n t unu ual. 

ing th ard ti k of repl ment rat . imilar ca ha b n widel d umented b 
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espe iall} in th an \\h r m ~ rit of th people ab ut to 

r tir are found t ha e in d quat 97: Munn 11 t at.. 200 ). 

fhi puzzling ph nom non ha b en e. plain d y in d qu t · finan ial kn ''I dge. p r 

li at planning, Ia k of di n and low a ing . among th r . he low r pia m nt 

mt not d in th urrent tud rna b explain d b lov in me • und rd , I ped c pita! 

market and a poor in e tm nt cultur . Grant d. earning 

e. p t d to play a bi ger role in financing con umption during retir m nt, th I \\ 

r pia ment rat tud) mt s a n n-tri ial poli y i ue. hi i parti ularl 

ignificant paltr I of o ial ecurit wh r th m an p n i n 

aming don't • e d 20 % f pre- rctir m nt emplo m nt in om and a I '' participation 

rat f emplo e hem urr ntly e timat d at I 5% cord in ... t R tirement 

B nefit uth rity 2006 . situation i aggra at d b the I '-" a ing rat r lati e to 

GOP of 14. p r nt, CB 2 10 and high age dependcn y rate f77 % oK. 2 08a). 

In addition, it wa found that 14.3% of th respond nt indicat d th had no idea ab ut 

th ir target repla ment rat . \\hilst 3% fail d to r pond t th question. Thee re ult 

ugge ting that th ampled mplo ees ha e a high le I of awaren ofth ir financial n eds 

during retirem nt' contradict e idence rom literatur re wed. In th ir ur e · of 

nat ional data. Yakobo ki and Di kern per ( 19 7). for in tan found that 3 7 % of th V\Orkers 

ga\ little or n thought t their financial n d during r tir m nt, V'.hil nl 36% of th 

r p ndent indi ated to ha e plann d r th ir retir ment. Th f th n ed 

for r tirement financial plartning that v noted in th urrent ined b th 

r lati ly higher d gree of finan ial litem f the , b tt r ace to 

fin n ial educati n through emplo n ch me , and int rvention b th 

Retirement Benefits uthorit} (RB inK n a. 

5.4.3 Explanatory factor for the wealth izes of salaried employee 

Th • third obj tive of th tud wa to d termin th p r onal attribute that ha e a 

rei ti n hip \ ith th ab olut mon tar i~e of the lth portfoli of alari d middl and 

upp r incom mplo ee in Kenya. ing the con · ptual m d I in igur - · ab c. 

appr riate te t were arrie out to e t bli h the n tur and e tent of the r lation hip 

b tw en th h p the i ed p r nal attribute f the ampled empl c and the mon tary 

alu of their net wealth. In thi study' third major finding, the determinant of wealth iz 

\\er Ia ifi d ith r as categorical or quantitati e. 
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R garding categ rica! predi tor ariabl for w alth. th tud re ul w r u d to rank th 

\\1 alth determinants on the ba i f th ir relati th mploy · net wealth 

a ording to th numb r of time th mean n t wealth of th \\ho are 

pi ed in the t p ategory c ed that of th mplo ing thi 

ordinal caJe, th determinant of n t wealth size v er ending order. Thi ' 

emplo ees ri k p rception wa ranke highest follow d b emplo m nt in om earning 

I ification middle or upper income . job seniority. plac v.h r ne a b rn. ducati n 

le el childho d n ironment for the fir t 15 y ars f one' li fl , indu try typ m rital tatu , 

ri k preference and religiou affiliation. 

A p cted. upp r incom earner had high r net wealth ompar d t middle incom arner 

whil t emplo ees who v er ith r born r pent th ir first 15 ear f life out ide Ken a had 

high r n t wealth than the r t. lso. ampl d mplo that hold high pr p rtions of risk 

as t had higher net wealth ompared to thos ith low r proportion of ri k a ets. ingle 

mplo ees who ar ither widowed or separated or di arced and those v. ho ar high I 

educat d, senior in their job , and those pr di posed towards making ri ky in estments ha 

higher n t wealth. In additi n, mplo e who indicat d to sub crib to the Mu lim faith ha 

more wealth than hri tian . 

Thr a pects of the foregoing finding warrant furth r I boration. • irstl , the finding that 

ingle employ who are widowed separated or divorc d are wealthier than those who are 

ith r married or ne r married i unu ual. Thi situati n can partly b explain d b the age 

of ampled rnploy es by r I ing on th proposition f CH· that old r employe should 

ha c higher w alth than oung r one . In this case. the tud data how that mpl ho 

''ere never marri d were on a erag . ounger than th other categorie ; and 9 % were below 

40 ear com par d to 64% for the oth r groups. Howe r the ag factor doe not help to 

e plain the wealth differential b tween sing! emplo cc and those v,..ho ar married ince the 

age proportion for these two groups are n t dis imilar. Moreo er the tud data indicat s 

that ingle employees are n t up rior to other employees in terms of employm nt income 

edu ation or job eniority, which emerged as major deterrnjnants of net wealth. Ther for the 

tu finding that ingle mplo who are either di or ed. widowed or separated. ha e 

higher ealth than th re t c uld be aHribut d to wealth a umulated in pre i u marriage . 

I o e id nee that employee who v ere eith r born or p nt th ir hildhood ear outsid 

Ken emerged to b wealthier uggests that th socio-economic en ironment und r which a 
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p rson i nurtur d ha an important aring on th ir di po iti n t ard in tment and 

' ealth holding. This stud affirms thi infer nee b tabli hing that emplo c ' ho w r 

ith r born or sp nt th ir hildh d ar ou id K n a urpa d oth r in t rm of 

emplo m nt income educ ti n and job niority. Th finding rna ugge t a role for 

ethni it in d terrnining wealth holding . 

inaJiy. r ul bowing that Muslim \\ere wealthi r than mpl of 

affiliation ontradict e idenc . For instanc the tud b H aton. Jam and 

(2007 in hana, hows that Prot slant and ath lie hristian had ignificant ad antag in 

w lth holding and edu ati n o r Mu lim and tho · pra tieing traditional b lief: . AI o. 

data from th current stud bows that the ampled Mu lims w re not dis imilar from oth r 

mplo e in in orne or ducation or job niority. Thi ould b an ar a for furth r tud . 

he urrent tudy furth r id ntifi d th quantitati predi tor ariable that ha ignificant 

r lationship with the siz f the wealth of the ampled emplo es. U ing corr lation 

co fficient (r t st the signifi ant d t rminants of then t wealth of mplo e in de cending 

ord r are: current employment income r = 0.64 : mploy age (r = 0.43 )· ri k p r ption 

den ted by the proportion of ri k asset held (r = 0.394)· inh rited net wealth (r = 0.37 · 

I ngth of employm nt ears (r = 0.36): a ing rat r = 0. 3 : and ize of the 

eak po iti 

·m derat I 

r = 0.214). hus. except fir the ariabl size of nucleus family' whi h had a 

correlation th other ix pr dictor ariables had a 'moderate! w ak to 

trong' positi orr lation ith n t " ealth. This ugge t that the ariabl with 

mo erate po iti e correlation an be regarded as the det rrninants of employees net wealth. 

Th foregoing findings r garding th d tcrminant mploy p rtfolio iz large! 

nforrn to literatur on th ubject matter. or in tanc , in a n the rol f ag on 

p r nal wealth in the K, 1975) found that an m tor' ag is the mo t 

1mp rtant det rminant of the p r on's net wealth. upporting finding on the imp rtance of 

agt! ar also report d b Bodi and Cran I 97) in th ir re iew of TI REF emplo s 

re ord in the A. The re carchers reported a po iti e moderat orrelation ( - 0.346) 

b tw en an employee's ag and net wealth. which compares well with the c rr lation 

( - 0.434 that i found in the current study. 

A id I -quoted A tud on the determinant of \i calth is that b Mitch 11 and Moor 

( 1997) "'ho arried out mpreh n i e mpirical test on wheth r ealth i as ociat d with 
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potentiall xplanatory fa tor . Tb re ar her r p n that hou wealth 1 vel tr ngl 

in r as with education and in om rroborating ideo K b Bank 

and mith (2000) who find that age in orne and po it i r lation ith 

household wealth. imilar finding ar at o r pon d b Gib n and obie _QQ" ho 

explor th k in net non-human capital among 

hou hold m ew Z aland. hey rep rt that the mo t important d tenninant o net ' alth 

are incom years of e ondary sch li ng, numb r of hildren and inh ritances. The finding 

of a moderat ly weak positi e corr lati n between net wealth and in orne r= 0.33 i mu h 

e correlation - 0.64 in th current stud) po ibl 

becaus the ubject forth urrent stud omprised middl and upper income emplo ee . 

om p r nal attribut w r found t b neutral to n t wealth. Th v.er : g nd r. attitud 

to ri k and th numb r of d p ndants ab nucleus fami I . 

5.4.4 Determinants oftlte composition ofthe wealth portfolios of a/aried employees 

The third major finding in this stud was on the at gorical and quantitati e per onal 

attribut s th t have a relation hip with th compo iti n of th wealth of the sampled 

employees. Based on the finding of a ignificant relationship. uch ariables v ould be 

regarded as ignificant det rrninant of th ompositi n or the emplo ee's wealth portfolios 

a measur d b the per ntage of risk as ts to gross ealth. Thi finding atisfied the third 

bjecti e f the curr nt tud . 

h signifi nt categori I d terminant of the comp ition of the wealth of th ampled 

w r : clas ifi ation into eith r middle in om or upper in orne earner· job 

eniority· le I of edu ation· place where one was born· n ironment for the first I 5 year of 

one's lj[i ; industry t p · marital :tatu and risk pr ~ r n e. The minor determinant v ere 

·whether an mplo ee· moti ation is to maximise in e tm nt r turns·, and ·attitude tori k . 

G nder. religi u affiliati nand savings rate were neutr I to wealth campo ition. 

Furth r analy i re eaJ d that mplo ee ' ith higher le el of employm nt in orne held mor 

ri k as et t. The said an I sisal o hawed that upp r inc me employee 

ha e riskier p rtfolios than middle income earners. ln addition it was found that empl ecs 

"" ho hold riski r portfolio are those ho ere born or spent their earl childhood out ide 

K n a. Oth r mplo ee cat g rie that w r found to ha ri kier wealth portfolios includ d 

ingles ho w re ither widowed or separated r di ore d a well as thos who are seni r in 
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th ir job , th highly edu at d and tho e who pr fer to take higher ri k while in e ting. 

Result howing that empl es with for ign ba kgr und h c ri ki r a et p nfolio are 

ansi tent with observation from th tud data that th y had higher du ati n and more 

incomes. rom th sampl data, the holding of riski r portfolio b ingl empl ""ho ar 

ither widow d or parat d or di or ed, which app ar unu ual. uld b c, plain d by the 

b rvation th t thi group has hjgh r wealth holding than th r t. Thi i lin with other 

mding in this tud that net ealth ha a significant and m derate[ weak po itive 

orrelation (of r=0.39) with the campo ilion of wealth portfoJjos. 

Howe r the finding in this study that gender may not b a det rminant of the composition 

of wealth i incon istent with e idence rom studi b Bajtel mit B masek 

( 1996) and hoka1e et al. 1996 . The two resear h report that aft rage and income, gender 

the thjrd m st significant determinant of in e tment style and h n e net wealth and wealth 

mposition. n planati n for the ab incon i ten rna b ffered b Jianakoplo & 

Bemasek ( 19 8 ~ ho found from their mpirical tudy that when indi iduals hav the arne 

I v I of edu of th ir knowledge of finance. worn n are no more ri k a r 

than men. , th rol of g nder in influencing the in e tment decisions of 

alari d mpl e s rna be o ershado ed by cornrn nality in ther attribute uch as 

ducation incom I vels, and job seni rity. 

Regarding quantitati e attribut s. the current study id ntifi d se en predi tor ariabl for the 

"' lth campo ition of th ampled emplo es. Carr lation coeffi ient r) tests howed and 

ranked th d t rminant quantitati e ariables as follow : emplo ees' net wealth (r-0.394 

curr nt employment in om r = 0.307): age (r = 0.245 · size of nu Jeus famil r = 0.243)· 

inherit d n t wealth (r = 0. 236)· length of emplo m nt en i (r = 0.223)· and numb r of 

dependants ab nucleu family (r=O.I36). hese r suit c pt for employees' 

n t ealth and emplo ment income whi h ha a mod rate positi orrelation the oth r 

t ted ariable ha e a weak p siti e correlati n with the ri kine s of th wealth p rtfolio 

h ld b r pectiv ampled mplo ee . Th finding that only two ariab les hav mod rate 

rr lation to th riskiness of the wealth portfolio of ampled emplo e s suggest that the 

t d determinant do not have a trong relationshjp with th camp ition of th wealth 

p rtfolios of ample.d employees_ It was noted that mplo ee ' a ings rat ha e no 

relationship with the camp ition of their ealth portfolio . 
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pe ifi on th d l rminant f th omp iti n o wealth i pro\ id d b a numb r 

of tudi . In th tr on th link betw n risk r i n and v ealth h lding. Mclni h. 

Ramaswami and ri asta a 1993 find that p pie "'ith high r in me tak more ri k a 

depi t d b th ratio of ri k) as t t th ir total w hh, and that high r h lding of ri k 

iated vtith high wealth iz . h r arch r at report th t ri k tolerant 

im tor t nd to ha e mor wealth. urth r eviden d b ho 

e. amines th a et allocation behaviour b in estor haract ri ti and pou al action ba d 

on 41 O(k) d ta in the and find that emplo ~ s irh high r job e urit and longer 

r ice ha e higher prop n of hare in their portfl li nd mann 

(2000). in th ir tud of the inve tm nt habits of 

willingnes to hold ri k with h u hold ag du ation and fi nancial 

kn wledge. R lated finding are pro ided by Arrond I and Mas n 2002) who tud of the 

portfolio choic of Fren h hou hold hows that th significant d terminant of th 

ompo ition of wealth p rtfl lios ar wealth size. ag and education. 

rh role of culture in det rmining th iz and omp ilion of w alth portfolio i r ported 

b Badu et al. 1999) who und that bla k households in th ha e low r m an a 

and liabiliti c mpared to white hou ehold . Related finding sh wing a rot for culture in 

inOuen ing w lth holding are al o rep rt d b K i t r (2005 . that on rvati e 

hri tians ar a et poorer than lib ral atholics and Jewi h people. imilarl , Heaton, Jam 

and Oheneba- ak i (2007 find that hri tians had ignificant ad antag in wealth holding 

an ducation o er Muslims and thos pra tieing traditi naJ beli f: in hana. 

5.4.5 Developmeflt of explanatory model for the wealth portfolio of salaried employees 

T a hie e the fifth objecti e of this stud , multiple r gression and multiple di criminant 

analy s wer u ed to de lop mathematical model for pr dieting th n 1 wealth and wealth 

c tegor for emplo ees. re p ctivel . he en significant det rminant vari bles of net 

' ealth ( ub cti n 5.4. ab ) " ere th independ nt ariabl . o factor anal i wa 

appli don all th anabl fl r thew alth p nfol io of mplo ee 

anal se and ondens them into a smaller set f compon nt that offi r a impl r 

r pr entation for Lh compo ite m d I of tudying p na1 wealth p rtfol io . 

The fifth major finding in this stud was that the net w alth of alari d middl and upp r 

in orne empl ee can be predict d using the signifi ant quantitati ariabl . Fir ·tty. th 

wealth ize can b predicted using multiple regression where the co ffi ient of d termination 
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R
2
=0.51, ho that the model ha a m d rate predi ti e pow r f employee ' net w alth 

holding ( ub tion - .2.5.1 abo e . he resulting model i hown belo' . 

v = --.798.40 .33 34.81 I 47,574.76X2 22,126.04 J 0.72 ~.+-34,183 .21 ~ 24,674.4 6-139,833.51 

v. h r W i th predict d n t \ ealth of an mplo) m hs X1 i the monthl, cmpl m nt 

in om in h X2 is the emplo ee s ag in year X i the ri k a ets a a pr p rtion of 

gr s wealth ~ is the alu of inherited net wealth, X i th length of emplo ment ervice 

m ears X6 i the p rc ntage of employment mcom a ed. and X7 i the iz of the 

cmplo e s nu leus famil . 

in e the mod I doe not xplain about 49% of the ariability in an employe ' weaJth. th 

implication is that categoricaJ determinants of employee n t wealth holding ha e an 

important role to play when making point stimates of an employ net wealth. 

econdly, th ealth Je I ategory for a alaried mpl an be predicted. As hown in 

' ub ction 5.2.5.2 abo e th tudy e tablishes that t\ o functions n be used to profile and 

group employ into 'abo e a erag wealth holder , 'a erag w alth holder ' or belov 

a rage wealth hold r ·. Th functions for the multi pi di riminant anal i ar as follows: 

Function 1 : 

Y l= -3.36 +0. 46 I 0.026 2 0.025 

Function 2: 

0.006 -0.073 

Y2== -3.013+0. 94 ~-0 .005 2 0.039 3-0.022 +0.195 s 

where Y1 and Y2 is the predicted wealth category, X1 is th mploy 'sag in years X2 is the 

mploy e ri k ass ts as a percent of gros wealth X3 i the mplo ee rate of a ings on 

mployment in me. is the length of mplo ment rvice in ear . and X5 i the ize of the 

mplo ee·s nucl u family. These fi e per onaJ attribute emerg as the predictors of the 

\Vealth cat gor in which a alaried middle and upper inc m mployee i like! to fit in . The 

m d I has a m derat pr icti\·e pov.er in profiling mpl o erall. 60% of 

riginal group d c ar rr tl cia ified, whil 58% of cro -validat d gr upcd cases 

arc corre tl clas ified· Table 5.26 reti r . h moderate core all Ii r th inclusion of 

cat gorical pr di tor variabl in profiling alar· d employ e · eaJth holding categori . 
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Thirdly . the fa tor analy i in to ration li th r ult n th det 'rminants 

of \ ealth portfolio and th outcom . The analy i i lded 

i fa tor which are e plain d below in des ending rd r of imp rtan e. 

h mo t imp rtant variable ar gr uped und r fa t r I. \.' hich emerge to b · arning 

apac it he ariable in thi fa t r ar r lated to an mplo e · arning 'vvhich in tum 

infonn a ing and ability to m t for ariables are: month! 

mplo m nt income; income ategory of an mploy 'v\h ther middle incom r upper 

mcom ; education I el· and job niorit . actor 2 ·Jifec cl · and ansi t of iz of 

nu leu famil , marital tatu ag and length of emplo ment er ice. 'he renect 

an employees stage in life. ·tn estment objecti ' i the third factor. h factor d pict 

wh th r an mploye ch ice of in tment is dri en b a d sire t mru imi aming and 

the e t nt t hich the p r on r lie n loans to fin n in estm nt . The fi urth f tor 

aptur the role of the environm nt and i labeled ' cultural background' . It compri s the 

place of birth and where ne spent th ir hildhood ars. ~ mployees · ri k- taking b ha iour' 

i the fifth factor and is repr s nted by th ir attitude to ri k and risk pr [i renee. Finall , fa tor 

6 i id ntified as a ing whos ariabl compri th industry the r pond nt i mplo ed 

in g nd r, and the sa ing rat on empl ment income. 

Th fa tor-gr upmg pro ides a impler nd ea i r one ptu I fram ork t mod I and tud 

th " alth p rtfolios of alari d empl e . From this anal i , th fa tor und rpinning the 

L I J fram ork emerge a the most promjn nt, that i fa tor 1, 2 and 6; hich tand for 

rning cap cit ·; ·Jif; cycl ·; and ·sa ings'. r specti . Th n xt con ptual fram work 

that follow in prominen e i mod m portfolio th ory a represent d b fa tor 3 and 5, to 

' and ri k taking beha i ur . respe ti I . a tly, th tud 

iological fa tor 'cultural ba kground· is 

b. the pia e fan mplo e 's rigin in fa tor4. lith fa tor num rat d abo e a unt 

fo r 59.4% f the variance . Wh rea th fa ·tors relating r the LCH fram ork account for 

the large t hare of the ample variance at 33.7%. factors r lating to th MPT and A a aunt 

for 17.2% and 8.5% ofth arianc r pe ti . The r ults sugg t that the compo ite 

m d I of tud ing per onal wealth portfolios offer a sound conceptual model which i likely 

to be sup rior to tand-alon fram works of the CH or the MPT or th A. 
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H PTER I 

MM R I PLI TlO 0 L 

6.1 Introduction 

Thi Chapt r ummari th major finding of th tud and di u the impli ti n to 

th ory, pra tic impro em nt are 

hapter al di usse th limitation and d limitati n of th tud 

with ugge tion for further r earch t fill up kno" I dg gap that m rge in thi tud . 

6.2 Di cu ion of Major Finding of lite Study 

e tud tabli he that the ' ealth portfolios of alaried middle nd upper in orne 

mplo 'ee in K n a ar I '> • heterog neou and imple. ompn main! ca h and a 

fl w as ets. I o, the we lth portfoli and hareholding ar und r-di r iii d u ing th 

naY e di er ifi ation fram work. ccording to Table 4.25. th high t ov.11 r hip rate wa for 

ca h at I 00% fallowed by op rati hares at 54%, whil pen ion ch me a sets and life 

a urance policie were third at 46%. l which ac unted for the largest proportion in 

val ue wer cash and prop rty with m an proportions of individual holding of 57% and 

"6%, respecti el . The und r-di er ified portfolio with mean as t type h ld of 3 v. r 

d pite th fa t that 87% f th respond nts indicat d that th ir in estm nt de i ion w re 

moti ated b th d sire to rna imise return , with a larg numb r st ting that the r I n 

prof! ssional ad i e when making in e tment d ision . 

Th t sts als hov that th m an comput d replacem nt rat that measure th adequa f 

~ alth holding at retirement i 43% hi h was significantly lower than th recomm nd d 

70% minimum (of pre-retir ment mplo m nt in om hi implie mplo ee \ ho ar 

about to r tire ar likely to ha e inadequat arning fr m th ir wealth p rtfolios to upport 

th ir usual t ndards ofliving thereafter. Th se result w re corroborated by findings n the 

\ i w of all the r pond nt which hawed that th ir m an targ t r plac m nt rat was 33%. 

fh third major finding r lat to the per onal attributes that have a significant r lationship 

v ith the ab Jut monetar sizes of th wealth portfolio of the sampl d mplo ee . The 

findings that are in accord with e p ctation from lit rature re iewed ho\ d that that th 

I. quantitati e determinant of the iz of wealth p rtfolios are emplo ment income, 

emplo ee age proportion of ri k a ets h ld, inherited wealth sa ing rat . and I ngth of 
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employment rvi he t g ri a! per nal anribut with th dif r nti ting 

po r of empl by n t wealth wer : in orne classification, job s niori , ba kground, 

and edu ation. Other significant but minor det rminant of n t wealth w r : iz f th 

nucleus famil indu try, marital statu . ri k pr ferenc religion and wealth rna imi ation 

intension. Personal attributes that w r found to ba e no relationship with n t wealth ize 

were: gend r, illingne to tak ri k , and number of dependant abo nu I u famil . 

The ourth major mding wa ith respect to the personal attribute that are ignifi ant 

det rminant of th ompo ition f mployees' wealth ponfolio a mea ured by th 

prop nion of ri k asset in wealth. The major quantitati e d terminant variable w r : n t 

\·vealth iz and mpl m nt in orne. Other significant but minor d t rminant v rc: age, the 

iz of nucleu family inherit d ealth. length of employment servi e and th numb r of 

dependants ab ariable that were found to ha a 

relationship with w alth ompo ition were: in orne las ifi ation, job m rit , I I of 

education. on ' background indu try typ , marital status, ri k prefer n . and v ealth 

maximi ati n int nsion. Personal attributes that were found to ha e n r lation hip with 

wealth compo ition were: gender, sa ings rate and religious affiliation. 

The fifth major finding wa the formulation of models to predict the ab lute sizes of the 

wealth ponfolios of alaried employ s and to classify emplo ees a cording to their ealth 

holdings. ing th ignificant quantitati e determinants of n t wealth the fir t model applies 

multiple r gr ion anal sis to provide a point estimate of an emplo ee' monetar \ ealth 

holding . whil ond us s multiple dis riminant anal · i t las ify an mplo ee 

a rding into a w alth I I. he e model ar shown in igure 6.1 and 6.2 below. 

Figure 6.1 : Multiple Regression Prediction Model for et W alth 

W= -2,798,407.33+ 34.81 I 47,574.76X2 22, 126.04X3-r0.72 

wh re W i the pr diet d net wealth of an emplo e in h , X1 i the month I emplo m nt income 

in h , X2 i th mployee' age in year . X i the ri k rtion of gro v eallh, 

i the alue f inh rited net wealth, Xs i the length of empl ment r i e in ear . X6 i the 

p r entage of mploym nt income sa d. and X7 i the iz fthe employee· nu I u famil . 
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ure 6. : ultipl Di riminant AnaJy i odel or I ifying ·mploy int \l alth 

L 

Function 1 : 

Y r= -3.365+0. 46Xr 0.026X2 0.025 3 0.006X4-0.073Xs 

Function 2: 

Y2= -3.013 0.094 r-0.005X1 0.039 3-0.022Xt+O.l95 s 

\ h r Y, and Y2 i the predicted v ealth at gory, X1 i th emplo ee' ag m ear, 2 i th 

emplo ee sri ky a ets a a p r nt of gro s wealth, X is th emplo ee' rate of a ing on 

the I ngth of mployment rvi e in years, and i the iz ofth 

The foregoing fi major findings ad quatel fulfill th objecti c f the curr nt ud a 

pelt out in ecti n 1.6. Whilst the finding fully addr the resear h gap p rt ining to the 

ad quacy and determinants of the per anal wealth p rtfi lios of the ampled mplo ee the 

di r ification i u was an w r d partiall . enhcle . the r ult full ' ati f th 

r arch h path articulat d in ection 2.7. 

6.3 Implication and Recommendation 

The urrent tud was moti ated b the fact that per anal ealth i a critical fa tor in 

impro ing p ople s standards of li ing. Lit rature urveyed sh v. that thi notion i 

premi ed on the fact that wealth h Jps to e en out con umption by in ulating hou ehold 

ag in tad er nts and i al o a k nabler of consumption esp ially during r tirement. 

By pr vid ing financial securit wealth contribute t thri ing communitie and th r b 

fo tcr ommuni t conomi de lopment, \' ith th r ult of po iti e behavioural out ames 

that in tum impr e the well- being ofth hold rand th wider community. However, recent 

der gulations. finan ial liberali ation and pr duct inno ation ha e mad the inve tment 

pro quit complicated on c aunt of the wide arra f choices and numerou pr ducts. 

Th r ent global financial crisis that saw man as t lues r duced ub tantiall atte t to 

th chall nge that investor fa he ituation is not helped b the fact that studie 

that wealth holding tends to be oncentrat d among the rich few and b region . Thi is 

"'or · n d b id n e that th mo t p opl t nd to pa littl attention to financial planning 

and invest inappropriately. onsequently majority hold inadequate wealth, 

e p ially to cu hion against sho ks and finance tbeir conswnption n eds in r tirement. 
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ailabl information in i ates that r lat d mpiri al tudi m ny as outlined in 

ppendi. 18. focu on a sing th l v I d t rminants, di tri uti n and all , iati n of 

po erty rather than wealth and wealth r tion. Thi pr o upation uld ha be n informed 

b. the wide ailability of d ta fr m national po rt urvey , the p lie ori ntation of th 

Povert R du tion trateg that w ad pt d from I 7. and mor p ifi all . the national 

v lopm nt blue print till d, Kenya · conomic Programme for 2003 2007: Economic 

Re O\ ery trategy for Employment real ion and Pov rt Redu tion ( oK, 2003b). 

The fact that po ert i n antithe i of wealth sug t th n d to r po ition "'elln s 

tudies awa from po erty r duction t a po iti e orientation. Thi thinking i in line with the 

urrent de elopment blue print Kenya i ·ion 2030, wh se o erar hing goal i 'a globally 

omp titive and prosperou nation that will attain a middle incom tatus b 20"0 ( oK, 

_008b · . ogni ant of thi framework, this tud ought to a rtain th nature and 

determinant of the wealth portfolio of alari d middle and upp r inc m mplo c s in 

Ken a. To achie e this obj ti e. econdary data wa r i wed \ hit t, primary data from a 

ro s-sectional surve of alaried middl and upp r incom 

ollected analy ed and tested. he choic of the stud ubject 

mplo in Ken a a 

wa inform d by two m in 

reasons: fir tly, this group account for a large part of K n a GOP, hich was estimat d at 

on - third in 2008 CBK 2009), and se ondl as K n a mo e to middl incom statu . thi 

adre of mplo i expected to increase sub tantiall 

The finding that the wealth portfolios of sampled empl i er ified in t rm of 

f w asset held, ar dominat d by ca h and that onl 1 p rc nt of th portfolios are in ri ky 

a et has e raJ implicati n . his i mor o gi n th parad that mo t employe 

indicated t k to maximi their earning and that man consult pr fi sionals hil 

in esting. The hallenge f under-di er ified wealth p rtfolio as ume wider dim n ion 

v.h n it i not d that th numb r of a ets h ld has a ignifi ant positi em derate corr lation 

\'v·ith n t wealth r= 0.37) and with th p r nt of risk a ets h ld (r= 0.55), while th 

proportion of ri k assets held has a moderat positi rrelation (r= 0.49) with n t w alth. 

\l hilst the findings conform to empirical e idence fr m imilar wealth tudie . a need i 

e tablished [i r further studic lo examin the underlying rea on for under-di r iticati n of 

emplo e s' wealth portfolio and asc rtain it costs. To iill thi gap the anal i could al o 

in lud asc rtaining how th le\'el of div rsili ation i influ n ed b p r onal attribut . 

The noted po iti e relation hip between the number of ass t h ld on the ne hand and b th 
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the pr rtion of risk. t h ld and th net \\ alth, on th oth r. impli that b. holding 

narro und r-di r ifi d p rtfolios that are dominat d b lov.-r tum cash th ampl d 

mplo ee are missing out on high w alth holding. Thi rna 

wealth holding and furth r d p nd n r tired mpl Furth r impli ation i that the 

creation of wealth by middle etas -. · rk rs i 

opportunit to de elop a tr ng and wealth bas of pro 

den ·ing n a th 

In order for laried mplo ee to addre thi probl m and a hie higher wealth holding it 

r omm nd d that th ndea our to \"'Iiden th ir a t ba e and al in Jude m r ri k 

et in th ir portfolio . Al o, investment ad i ors wh mo t emplo consult a the k 

to maximis their returns when in e ting can help their li nts to impro e their wealth 

portfolio in th mann r ugge ted ab 

The chall ng of poor diver ification narrow asset wnerships and high concentration of 

' ealth portfl lio in cash can b redu d b go emment's interv ntion through appr priat 

policie , programm and in nti e . uch measure h uld facilitat the a ailabilit of a 

earnings data, r due inve tment-relat d transaction co t and wid n investment hoi s. 

Financial know! dge among cmplo ees should be impro ed to nable them practice good 

ash-flo" management. c rry out credit manag menL a' and in e t [I r wealth creati n. 

Gi n that alari d emplo e in Ken a w r found to im to maximi amings. the I I of 

di ersificati n in their portfolios can be impro ed if the go ernment pro ide or cau e 

pro ided d tailed. accurat and up to dat information on a 

form. Thi infi nnation can b pro ided in the format of the 

monthly return data for tr a ury bills and bond , corp rate bond 

Ibbotson & ociate , 2003 . Th challeng o asset arcity can be addr ed omewhat by 

th d elopment of real tat indices and li t d in e tment tru ts. 

•indings from th curr nt tudy of low repl cement rate am ng the mploy s impl that 

th ar lik ly t have inadc uate in om to ontinue ith their usual tandards of li ing 

whil in r tir m nt. The findings are onsi tent with mpiri al id nee from ari u 

tudies in th A- impl ing that the onceptual appr ach of mea uring wealth adequacy 

applie in a lo -incom d eloping countr . H w ver th r i n d to determine wheth r th 

70% re omm nded repla m nt rate uffic for dev loping countri s h re high 

dep nd ncy rat and ub tantial inflation pre nt a substantial drain on p r onal r source . 
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Th e id n e o lo ompul d an targ t r pla em nt rat s impli th t emplo · m ) not 

be a"' are that the will nd up "'· th in orne tr am whi h will n t uffi ient for th ir 

on umption need during retirem nt. Th e finding ha ominou implicati n to the 

pension sector and governm nt in g n r I b cau e th y ugg worker are like! 

to retrogre into po\ rt and swell the ranks of d p ndants. · or pr i i n of 

uitable ad vi e to saJari d mploye s to enable th m appr ciat th r I of wealth in funding 

their retir ment and th r fore stru tur th ir in stm nt targ t and w alth h lding 

accordingly. It is recomm ndcd that emplo ers, p n ion tor in titution , trad uni n . and 

r levant profi ional a iations h uld d ign and impl m nt appropriate programme to 

ncourag mplo ee to ngage in und financial planning with r asonable goal · of 

achie ing high replac m nt rat s. I o in titutions of higher I aming and the govemm nt 

hould pia a leading rol in pro iding th n cessar poli y frarn ork to achi e thi g I. 

Th finding that p r onal attribute of salaried middl and upp r inc me mplo e m 

K n a are important det rminants of the ize and comp ition of th ir wealth portfolio has 

non-tri ial implication to th ory practic and poli ·. e ar dis u ed b low. 

First! . analysi of the determinants of the ize and compo ition f the w alth portfolios of 

alaried mplo es pro id upport on the applicability of the thre on· ptual frameworks 

th t ar ornmonl u ed in personal w alth tudi . namely th L H. th P and . In 

this re pect th stud tabli hes that th d terminants of the eaJth portfoli feature th • kc 

variabl fi r the abo e thr framework of ealth p rtfi lio tudi . · hu . th thr 

fr mework th t are oft n u ed to stud p r onal wealth ar upp rted by th finding in thj 

tud . AI a ings rat , which is common! treated a an int rv ning riable in w alth 

tudies i fi und to be a significant d terminant of wealth siz . It is r c mm nd d that tudies 

f per onal v · alth portfolios adopt an int grated approa h with vera! on ptuaJ 

frarn work that include a ing rat a an ind p ndent ariabl . 

ondl . the d t rminant f th stz and ompo ition f th wealth p rtfoli of mpl 

t nd to o erlap. hi ugge t that the e t\ o con tru 

idenc d by finding of a moderat I w ak po iti rr lation b t cen net wealth and 

ri k ass t ( - 0.394). Ind d, out of all the quantitati e ind p ndent variabl s examin d in 

this tud , n t \! ealth ba the highe t correlation with \ alth omposition. hi confirm the 

exi tence of a looping r Jati n hip bet e n th size and omposition of w alth and that the 

proportion of ri k asset h ld b alaried employees is a k factor in under tanding the iz 
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of th ir \! alth portfoli h impli ation to th or i that tudi on n t w ahh hould 

in orporat '' aJth comp ition a a k } indep nd nt ariabl and i , . r a. 

Third! , it i noted that th quantitati d t rminant f wealth p rtfolio that in lud 

employment incom . ag ri k perception, inherited w aJth. ize of nu I u family. numb r of 

d p ndant and length of emplo m nt rvi e, t nd to ha e a higher orr lation with net 

\! ealth than its omposition. The e pti n i the iz f nu I u famil a wn m 

ppendix 19 nd 20. With re p ct to th ory th e finding ugg t that the r ult an b 

appli d with mor eas to m del and tud the size f mployee · wealth rather than it 

ompo ition. 

The foregoing di cus ion n the det rmin nt of the p r nal ' alth portfolios of alari d 

mplo ee ha two other implication . he fir t on i that such tud can b arri d out 

using cientific methods in a de eloping ountry su h a Ken a, ju t a is done in dcv I ped 

ountries. h go emm nt an promot this proce b 

a\ai ling th d ta and publi hing the r ult . AI o. acadcmi 1 n and re earch r hould targ t 

p rsonaJ ' lth portfolio in their r ear h end a our . econdl , practition r and 

polic makers can use the information regarding the identified wealth determinants to nhance 

the wealth p rtfolios of alari d emplo e . mplo e s can impro e th ir net wealth b 

targeting th wealth d terminants that ar within th ir control such as stri ing for higher 

mploym nt income, sa ings more and in esting in ri k a sets. Th go emment can assist 

through target d polic to influence de ired outcome n the size and omposition o the 

wealth p rtfi li of this important cadre of citizenry. u h int rventions in Jude facilitation 

for urth r edu ation and kill de elopment of emplo · 

and provi ion r incentives for higher sa ings. 

to enhanc their earning capacit 

The point e tima~ and cia prediction mod Is for ' ealth hoJdjng that w re de elop d in 

thi stud signify an attempt to extend th frontiers of knowledge in this field of study. uch 

models can b used b academicians. researchers, pra titioners and polic makers to addres 

emplo ees' alth portfolio . hese mod I can be used to pro id input into and inform th 

on eptual fram works on wealth tudie . Also th mod Is pro ide mplo e s and 

profi ional ad isors with functional math matical tools that can b emplo ed to nhance 

and t t the qual it of in stment made. It i al or comm nd d that go emment encourage 

in tment ad i rs and mploy es to u e uch objecti e and id n -ba ed t ol 

impro e the tandards of in e tm nt pra tice and help in e tors achi e enhanc d ealth. 
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h r ult o th data r du tion wher 2 I h pothe i d indep ndent ariable in th urr nt 

·tud wer r du ed to L f: ctors ha an important inti renee fi r th ory. finding 

ho\ that in a d nding rd r, th mo t important p r nal attribute in w alth portfolio 

·tudi are iated with !if- cle fa t r , follo\ d m dem p rtfi li th ry. and Ia tl • 

o iological fact rs. The results impl a con ptual uprem of L 1 1 and a lo' 

ignifican e f ociological fa tors. Howe er, the r sult also ugg t that p rsonal efforts to 

nhan e v ealth portfolios rna not achie desired r ult ea il b au lifi c cl fa tor 

and ulture are u ually not within a p rson s control. 

1-ir tl ), it i n t d that the o crnrnent urrentl d tine middl in me emplo ce a tho ·e 

aming between h 23 67 I and hs 120 00 p r month, hi I upper incom empl 

tho e earrung in x ess of h 120.000 p r month. Ho\i r, thi tud i ld a mean month] 

mployment in m of h 52,900 for emplo ees earning in xc of hs28 00 per month. 

R lat d data fr m KNB in GoK (2009a h ws that in 2008 thi group account d fi r 53% 

of th ountr 's formal ector mployment eamjngs. nfortunat ly K B do not pro ide 

uffic i nt incom details since the highest income earn r are lumped togeth r ·greater 

than hs 30 000 per month' . The finding from thi study that middle and upper income 

cmpl ee hold significantly diffi rent ealth portfolios and that an mploy e' income group 

a ignificant pr dictor of n t ealth ugge t the ne d to r port middl incom emplo ees 

paratel from upper income arners. It is therefore re ommend d that the class inter als be 

idened and th income categori s b incr a d to pro id impr ed statistics on the 

earning of middl income and upper incom employe in K n a. 

Th econd incid ntal recomm ndation i fi r the go ernment to arr out periodi panel 

wealth surveys and a ail th d ta and rep rt in electr m fi nn for u b in e tors, alth 

re r hers, inv stment ad i r and th general publi . id availabilit f thi information 

w uld pro id increased knowledge on p r onal ealth holding in the mark t place and 

ther fore help implif th pro es es. 

Th fi nding enumerated in tion 6.2 and the implicati n and re mmendation outlined 

above indicate that the tudy ha made a n t contributi n to kno ledge in ariou 

uanti fi d r ults on the under-di ersification and inad qua of th wealth portfolio f the 

ampled employ under cor the magnitude of the problem and pro id ritical 

inti rrnation that can b used to enhance the employee' welfar . The tudy has al o pr vided 

ne"'- information on the r lati e imp rtance of the per onal attribute that influence w alth 
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portfolio . Wh n ombin d with the pr di ti n model ofth 1 v I an pointe timate ofn t 

wealth, thi finding mak th plannin f p r anal w alth a mor bj ti and i ntifi 

pro e 

6.4 Limitation and Delimitation of the Study 

Wher as thi r arch i ld d ncouraging r ult whi h r to a Jar t nt con i tent with 

xp tation from theoretical literature. idenc fr m empiri al literature and the 

nvironm nt in K nya some limitation w re faced. It i . how er, imp rtant to clarify that 

these limitation did not in an way compromi e or interfer ' ith th ut ames of the tud . 

irstl , the study e peri need tim and re ource limitati n . In the ab nc of a com Jete 

ampling fram f th t rg t populati n a known p pulation arianc and d urn nt d 

populati n di tribution form the research r e timated the r quired ampl - ize to be I 67 

mplo ee . numb r of the amp! d mploy es did not feel fr to gi p r nal 

information and ther for did not com pi te the qu ti nnair s. the 7 .4% 

r ponse rate that was achi ed is regarded to b adequate for th purpose of thi stud . 

t a cone ptual level a ec nd lirrutation emanates from th natur of th ubject of th 

tud . In a cial stud lik thi . the candidat ar·ables are a mixture ofthe reference p r n 

and th hou hold. Wherea om ind pend nt ariabl uch a gend r, ag attitud t ri k, 

ducation empl m nt inc me o cupation and backgr uch 

as famil t p ar mea ur d at household I el. It may al o b argu d that hou ehold ize as 

v. II a the number of hiJdr n and dependant r lat b th t 

hou ehold. hi tud ' a not designed to amine th int raction ffe t and interpla 

between the fundamental con tructs of the indi idual and h 

hirdly, the tud applied a mp site as et eamjng rate f 11.9% p r annum to estimat" th 

pot ntial month! eamjngs of thew aJth portfolios of employ es hoar about to retire. Thi 

wa done to mpute a piau ibl r placem nt rate and \J n ce itat d b the lack of 

bjecti,· data n as et r turn in Ken a. H e r an affirmation that thi timation i 

[! ndable i pro id d by the ob ervation that th om put d r placem nt rate of the sam pi d 

emplo ee w re not significant! different from th ir targ t repla em nt rat . 

Fourth! literature on comparable tudies on p rsonaJ wealth portfolios in Kenya w s not 

available. Thi would ha e pro id d benchmark data for comparison ith th stud finding . 
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Thi i not \! ith tanding go cm.m nt f[i rts t fill th information ap by nli ting finan ial 

and t chni al upp rt from the World ank, Z and P. to arr out p ri di urvcy of 

mployment inflation, hou hold in om and expenditur in K n a as hown in pp ndi 

I . bes urv y were, ho~e r, not targeted at mplo ee v lth a the 

a compan in r ports ( oK, 1996. 19 8, 2000 20 2. 2007a & 2 7b). hich di cu the 

natur . distributi nand I 1 f p ert . 1oreo er. R' · ria (200 p int out that th "" alth 

laration fi rm that all publi mpl te in 2 3 ho\\-in their in m . a 

and liabiliti , ar not u eful b cau w on corrupti n and the 

r ult ha n ith r be n anal ed nor r I a d to the publi . 

inall the ampled employ e indicated that they ha other star f wealth in addition to 

ipal asse that wer u d to d pict wealth in this study. he 

wealth includ own busines , farm animal and rop farmland and town pi t , motor 

vehi le , and for ign inve tm nt . ln a de eloping countr uch a Ken a the e ther tore 

of w alth ar rei vant con tructs in a w alth portfoli tud b pro id u cful 

u hi n again t xt mal hock , e p iall noting the halleng of a et carcit . This tudy 

did not con id r th r le that uch tore of wealth pia in influen ing th wealth p rtfi lio of 

alaried middle and upper income employees in Kenya. hi was a delimitation for thi tud . 

6.5 Sugge tio11 for Further Study 

Fiv ues an b folio ed up in further tudie as outlined b lo\ . uggestions ne and two 

b•l w would h lp to fill th r ar h gap on di ersificati n that wa not full ati fled the 

curr nt tud . 

Fir tl . future re earch could fo u on the rol of investment ad isor on peopl s a ing and 

and hence th composition and iz of th w alth portfolio of 

rch is recommended on the basis that th current tudy how that 7% 

or th amp! d emplo e s indicat d that the de ire to 

ma. tmt r tum . Therefor , it i parade i al that almost all th ampl d mpl were 

faun t hold narrow and under-di ersifi d v ealtb portfolio . More ver. it is expe t d that 

in\'e tm nt ad i or rna in future pia a bigger role in p r n I finan ial d ci ions in i of 

th incr a ing mple ity of th in tm nt pr c s and th ne d to as ist in star to a oid 

posures whil pr serving and growing their inv tm nt. 

cond subj ct f tud is to e. amine th impa t of differ nt n ir nm ntal conditions on 
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th ri k pr n r nee and ri k p r pti n f mplo e . Thi i premi d n th f: ct th t thi 

tud) has l bli h d th t ri k- taking behaviour ha a ignificant r lation hip -. ith both th 

ompo ition and the iz w aJth h I ing f amplcd mplo 

study an al o b carried out to xamin th in tm nt tyle . v ealth p rtfoli and d bt 

burden o work rs and mploy r in th informal t r. A ju tifi ati n r u h a stud i 

that the informal sector a counts for 68% f total mpl ment and 19% of the DP in 

K n a a ording to GoK (2 09b). uch a tud would b useful in und r tanding th nature 

and size of th wealth p rtfolio of a larg ction of th K n 'an would b in 

ontrast t many survey and tudie in th past that ha group. 

Fourth! , further tudies hould xamine the interplay betwe n per n- p cific attribute and 

th household-1 el haracteristics. u h a study can interrogate and i olat th int ra lion 

ttributes such as gend r, age attitud to ri k, education. 

employment in me. oc up tion and ulturaJ backgr und on th on hand and hou ehold 

I el ariabl u has hou hold size, th number of hildren, and th numb r of d p ndant 

on th oth r. This inquiry would pro id a b ner understanding of the impact that ach of 

the ariabl has on th compo ition and siz of p r naJ ealth portfolio . 

Finall , th urrent stud r eals that both th compo ition of gros we lth and net w alth 

holdings ar highly heterog n ous. Premi ed on the noti n that higher h !ding ofnet wealth 

are desirabl and on the findings in thi tudy that larg r proportion of ri k a t in the 

" alth portfi lio are as ociat d with mor n t wealth h !din . a Furth r tud could c amine 

th d t nninant of the ariability of alth portfoli s in order to a c rtain ' hat in orms 

extremes. uch a stud can al o e amin th earning tructure of dif[l rent as et t p m 

K n a to d t rmin the con qu nces of holding ery risk wealth portfolio · a phenom non 

\\hi h thi study has shown to b clos I asso iat d with high net eaJth holding. 
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Jl ts. ror 1mtantt. c:xpecUd IIlii 
dear 1\nowlcd&e or stall' nUillbers In 
lenn5 or!Q\<u. middle and upper ln
CX!IIIe ara.ra, sbould I eaqllr>)es 
delmn!IJe the We annual .... 
biU. 11\ newfJg~U'CS ""'tl<Petllai iObe 
pw1icul;ulyCIQOIJ'ol; .. in lhell'tiie 
sen-icca~•borneprk fintl> wltm! 
sotnesenlot-n~:m: Jl:lkl lollw 
~ lA'Ii l"»r. 1'11C:CW'3llllhowe
Qiopttsfocmd Uw U~e llWll!p!ltomt 

posl1lollll'llCilrtllnaUrebol~ 
C05l Ccmplo)>tncni(OoE)!stba1ofllre 
~OfticerlntheM:Inufiocolr· 

~ l'rocrssin& or,auldal
ofaoplqymentof Slt1.3,203. 

In 1111: 2007SIIfVIl)',lheklwl:sl paid 
~p::dlononasan 
Acmunlantilltbllpm(essionallttYica 
sec:tor,costinJSiliO.OOOpet·lllOitlh. 

Under !he new d3sslfQllnn for 
(lQl1MIIIIeS ~ ~ inllalloo, 
lhoseeam~bet.wo:<e~JSh23,1JTJIIDd 

Sb119.999 t.moolb w!D br:cot\Sidercd 
as IJlJddle incomee:u'llefS and thole 
eamitJ1Sbl20,000amonlbart in tbe 
IOpadq;oryofbislr·lnoomeean~e<S. 

wtrelherdleSI!Il&w"es w!Dacsu:olly 
lcodlodlaq;eslll~ inancmtroo
ment wlttn:ovenlllnll. tlon appeon 
lohavedroppcdsigulllcantlymiiAim 
IObr:«>cn 

J:lcob Omolo, a resnn:h ftllowa 
lhelnslltull:oll\llicy lullll~and lle
zudl(li'AR).saldSOM:L'31 tilcimwill 
baMe 10 be coosldered beC<ln' a......, 
Increase b.,al on new classiftalllon 
Ia made. 'Ole guidelines further In· 
dicalelh:t.llnllallon !k.'ed ootbe lbo: 
onl)'aitr:tta(ornlsln$~ but 
tb obnliY lO pay must lllso bec:on
sldered. 

The Oaairmaa or Ferienlian 
cl l;ao2 Em~ Mr ~ 
Oba1h, hClWe\'ef rald lhe ~
sation ,.'I)U(cl lilt iUJlT impol::l OD 

llle~bet:auloeCIIID()Ulies 
hMllldrowu~oCIUUCU!tilll!scaif 

. t 



pp ndix 4: urn mary of Re ult of Hyp tb i T ting 

11 1•1 The mean targeted replacement rat fi r 
cmplo ec wh are ab ut t retire e ce ds the r 
minimum r placement rate f70 p r nl. 

Te ting Procedure 

in ome 

lue =70% 

222 

p-val ue= .000 

Rej«t: The wealth portfolio of 
alaried middle and upper-income 

emplo ee in Ken a are not 
di er Hied. 

lth 

rtf< lio f 

Rej«t: 
n lude that the target rcpl ement 

rat for empl y . "h re a ut 1 

retire are le · than the re ommended 70 



for equality of 
mean wealth among 
industries 

for equalit o 
mean ealth am ng different 
marital group 

for 
mean wealth b 
group 

p-value=.OOO 

- alue=.OOI 

f 

i a ignifi ant 
the net wealth 

nd the industry in 

p •rs n' 

R jcct : 
onclude that the net \ 
laried empl ee ha 

r lation hip with the p 
Ultus 

a il to Reject: 

a ignificant 
n l \ ealth 

and their 

n lud that the n t wealth h !ding f 
s laried mplo h n ignili nt 
relation hip ' ith mpl ee ' annude t 
ri k 

Re'e t : 



relationship with th ·ir net wealth holdings mean wealth 
preference gr up 

has no significant 
mean 
perception group 

for equality of 
place of birth 

of p- alue=.OOO 

for equality 
wealth by group 
m tment deci i 

ne tailed t-test for equalit) p-\alu =.612 
of m ans for gender~ up 

p- alu =.000 

224 

Reject: 
onclud that the net ' ealth holding 

alaried emplo ees has a significant 
relation hip with emplo ee ' ri k 

r 

a 



income groups 

ignificant relationship beh e n th 
M I and the length of th ir emplo 

rvice 

22 

that there i 
relation hip between lh 

e) h lding f laried empl 

e) 

e) 

iti e) 

m nthly incom r m mploym nt. 

Reject: 
n lud that th re is ignifi ant 

relatioru.hip et' een the net " ealth 
h lding f alari d employ and their 
inherited wealth. 

R ject: 
nclude that th r a ignifi ant 

relalio hip b l\: ccn age and the n t 
w alth h I ding f middle and upp •r 
in me mploye - . 

Reje t: 
on Jude that th I ngth f rvi 
ignifi nt rclati n hip ith the b olut 

wealth o middle and upper in me 
employe . 

nucleu family 
igni •cant relati n hip "' ith th 

lute wealth of middl and upp r 



H3•19 There i no ignifi ·ant relati n hip b t~ cen th number 
f depcndan ab e the nu I u~ famil and the net wealth 

holding of M I emplo ee 

HJ..2o There i n 
proporti n of ri k 
their n t wealth 

ignificant rclati n hip bet~een the 
et~ h ld b M Ul emplo and 

nod upper 
no ignifi ant 

of th ir wealth 

between 
d pend.nt · 
family and 
wealth portfoli . 

"r" and 

·'r" and 

for equality of 
mean pro rtion of ri ky 

ts held am ng industri 

226 

.000 

m derate 
n) 

Jo' ail to Rej ct: 
n lud that the number f d 

a th nu I u amil 
ignificant relation hip with n l 

we lth holding of middl and upp r 
in me mplo ees. 

that the proportion of ri ky 
a e1 h ld has a ignifi ant r Inti n hip 
' ith th net wealth h lding of middle 
and upper incom mplo e . 

that the net wealth 
e has a ignificant 

n hip wirh the p rccntag of 
ment inc me that the 

that the pe nal 
of emplo e have a 

ignificaot r latioo hip "ith the 
ompo ilion of th ir wealth port~ li . 



employee · 1n Kenya i independent of the 
cmorir . 
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p-value"'.ooo 

p- alu =.010 

n ti ky 
igm ficant 
childhood 



to gro wealth) held by 
ind p ndent of heth r 

tment deci ion is ma imization of return . 

H.4·•• 1ere i no ignificant relationship bet" en the 
pr ponion of ri ky asset · (to the gr ss wealth) held by 
M& I employe in Ken a) and their ag . 

for 
proponi n 

a ets held t employee' 
t pe of in estment de is ion 

ri ky t proponion 
r=.2 6 

"r" and (Weak po ·iti e) 

asset 

r=.245 
" r' and (V cak p iti e) 

and 

228 

on returns. 

Reje t: 
on lude that there is a significant 

relation hip betw n the proporti n of 
risky asse held b alaricd mpl ycc 
and their ag . 

Reje t: 
on Jude th t th rc i · 

relation hip between the 



ignificant relation hip between the 
ts (to the gro wealth) held b 

in Ken and the cmplo ee · iz. of 

risky sset pr p ni n 

Pearson coefficient "r" and 

b twe n number 
dependants ab ve 
family and ri k 
prop rtion 

Pearson orrelalion Analy · 
b tween aving rate and 

r-".223 
(Wenk po iti c) 

e) 

a ings rate on their ri ky a et proponion (po iti e ry 

iz and 

in ignifi ant 
Pearson oefficient "r" and corr lati n) 
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e) 

a e held by salaried empl ye 
the length f th ir cmpl yment 

Rej t: 
onclude that th re i significant 

r lation hip between tbe pr poni n 
ri k, a ets h ld by salaried empl e 
and the numb r of d pendant ab c th 
nuclcu famil . 

ignificant 
rti n o 

yee 

no 
the 



l\....1 "ihC quanti ti e pc.:rnal attribu~ f , M& I 
c:mplo c in Ken a arc not igTllfi ant in bwldmg a model to 
predict the ab lute net wealth holding f thc empl ye . 

naly i lin ar 

where 

p- alue. arCail o-:o-

* ole: Th en ral int rpr •tali 11 of P ,,. on produ ·t mom nl rrelation effi i nt. 'r is a. follows: 

F. r r= /-1 Per ct po. iti or negativ orr lotion 
For r= 0 No orrelati n 
For r=0.99 A/mo. / perfect c rr lation 
For r=O. 0 to .9 Ver trong ·orrelati n 
For r= 0 to 0. 9 trong correlation. 
For r=0.5 to 0.69 t/oderatel lr ng orre/ation 
For r=O.J to 0.-19 Moderat I ' w ak correlation, 
For r= 0.10 to 0.29 Weak corr lotion 
For r= 0.0- 10 0.09 Ver ·weak correlation 
For r= 0.01 Almo I no corr lotion 
....................... ....... ...................................................... ...... 0 ......... ...................................................................................... . 
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\ppendix 5: Distribution of age mploym eot io Ken a 20 

Cum-~ulall 

Nlnlbef ol Cummulatrve 
.. 

Mod po111 E11omattd Eamongs 
ShSIMont EmploY"• Olstnbutoon EmplOyees ShliMCM'lUI Eamtng lnShS 'Mo of TOI " 

l·n 4.000 25846 13 13% 2000 51692.000 ~ ~ 

l'llllll 4,000 to 5.999 61,391 32% 4 5% 5.000 306,924.305 '" 1% 
I From 6,000 to 7.999 206 302 106% 151% 7.000 ,444 010.1149 ~ 3% 
lfr::J .000 to 14,999 "10,189 211'14 36~ 11 ,500 4 7111968. 406 "" 11% 
from 15.000 to 19,999 421 ,050 21 7'14 579% 17,500 7,368 1114 475 12% 23% 
110111 20.000 to 2-1.999 400690 208'14 785% 22,500 9.015.324 655 15'Mo ~ 

25.000 10 29,999 34&.-440 119'14 964'14 27,500 9,581 925,780 18'14 54% 
~bo\t 30.000 69.548 38% 1000% 400,883 27.866 689.531 46% 1~ 

-.. 1943.456 100"- 60 351700.000 1~ 

;e-.ror e earn ng above Sha 28,000 +++ 

·~ 25.000 
Employees 

to ~·.!.!:!!!-209.064 ....., ~,. 26.500 ... " ~,. 5.540091 468 108'14 
.:: ..... l,r;. ....-.c:- • ..... · . .:-:ti•· r~~ .... 

•rQI'Pt 28000 10 29999 139.376 1% 29,000 4041834 312 72% 

~«.e- 30.000 69,548 4% 400,683 27 866,689 531 36'14 

S..O. Tcxal 01 Sns 26 000 and IIIIo'. a 20892" 
,,,. 152 728 31 .908.&23843 108% 

L.oo« Income group t0\81 1,734,532 16,398 28,«3.176,157 
r ~ ,943 .(56 31 .06>4 60,351 700.000 

T-..tve Monlht EmploymDOI eemngs tn 2008 724,220,400.000 

-n. Esllmat..:l total Eamongs for those above Shs 30 000 ~ month 15 a rascliJal denv..:l from an estll'llatod total monthly eamngs to 

I co.nry totat of lhs n• 2 Bo on 2006 

.... & mill of She 28,000 fMt month 

T $ "derwtd es the upptlf cutoff for Lower lrn• mployees basod on tho 2008 Economoe Survey GOK(2008) that s~s how the groups were split 

I== Cumrnulltfil numbef 
of 10181 hOuseholds 

K$1\s Percentage 

I~ toc:orn. Households uppef 1111111 May 2005 to May 2006 KtHBS study (GOK 2007 a) 23.671 7212"-

l.l<ldlllncome HouoehOICIS up~ hmrt M&)' 2005to May 2006 KIHBS ttudy (GOK 2007&) 120000 9624 '!1. - ........... .- .. 
Tre tnllu1Jon Pattem where lhl top 21 5'14 of employees ac:co1.11t f« 62'14 ollhl total ewnongs" cons•stent w•lh a S..'Mo Gl't Coelfft08111 

Clrl ~ '-satiOid -·and. national housellGid expendCin peltem wtleteby top~ Sl)4lnden ac:<XK.flt !Of 63'14 olel household 
I~1X1pe1Go 2003<1) 

Source: GoK (2009b) Statistical Abstract 2009, Table 191, p259, and Table 198 p.274 
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ppendix 6: omputed Di tributi o of Wage mplo mcnt for Middle and pp r Income mpl e.o; in nya 200 

/ / // r # 
Les than 4,000 17,540 65 1.020 470 1, 14 .959 1,647 25,84 1~~ 

Fr m 4.000 to 5,999 40.069 6 1.71 1,652 2,!23 8 .120 7.434 61, 91 o/o 

" m o.OOO 10 7999 114.466 156 16,1 3 41 3.239 4.963 90 1.2 0 64, 49 206,302 II•. 

From 8,000 to 14.999 95,285 1,298 .206 6.582 24,335 29.516 15,356 13,312 169,299 410,189 21% 

From 15,000 10 19,999 33,02 I. I 57.3 6 .20 19,671 34.196 27,791 15.274 228.893 421 .050 22°•o 

From 20,000 10 24,999 19,208 1,515 61 ,015 2,793 19.872 58,242 60,573 13,956 163.516 -100, ) 21° 

From 25.000 to 29,999 12,066 1,231 64.036 6.459 14,8 3 9,645 47,809 29,7 9 112, 72 48,440 18% 

Abo\ e 30,000 9,052 18 7 61 163 1,14 I ,126 3,9 7 10.471 14.027 69,54 4~. 

Tottls 340,71 4 6,530 264.095 19,288 84.795 202,38 1 157,655 96.061 771 .937 I 943,456 I 00% 

tddtu•tt for tho <e uminJ KSh.t 18..000 aod abovt per ntontb 

From 27.'199 7,240 739 
. '~ ·.. ' - ' '.""":~ .... 

From !8.000 10 4, 820 492 

Abo•• •• • 30,000 9,052 7. 61 163 1,143 13,126 3,9 7 10.471 24,027 lS 

Sub-Towof•bov• h• 24 ,000 tl.m SIO 31 11S !.747 7 O'l6 lo. 1) Ill .2! 1 I>'I.OS6 to s•. 
Pet'Cientoge of MrddleiiJpper Income 6.6% 02% 159% 1 3% 3 <1 '16 17 7% 111% 107% 33.1% 100'No 

Sampling Units 71 3 169 14 36 189 118 114 353 I 067 1067 

.\'/Jwrcc Ci()l< (1/1119b} Srati<tlcul hsrarcr ~11011, Tdle 197(b) . pp. l71-17J 
• 
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ppendix 7: Large Private ector lo titution from which t lect a 
ub- ample of 'Participating E tablishments 

Source: List of Establisltmenls, FKE 
Count Aericulture, Forestry, Minine & Quar_rying 

-r-- -
_Number of employees 

I Fides Kenya Ltd 710 
2 llomcgro"''ll Kenya Ltd 658 
3 James Fi nlay (Kenya) Ltd 1.350 
4 Suera F lo"'crs Ltd 937 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Count Manufacturing E umber of em~J~e~ 
I B.AT. I 110 
2 Brookside Dairy Ltd 1,303 
3 Chemelil Sugar Co L_312 
4 Del Monte 5,302 
5 EA Portland Cement 1,039 
6 Farmers Choice 1.0_!9 
7 Ken-Knit 1.150 
8 Kenya Breweries 614 
9 Kenya Knut Co 1.2_0_Q_ 
10 Mastermind Tobacco 1.000 
II Mumias Sugar 2 151 
12 Pan Africa Paper Mills 2.000 
13 New Kenya Coop Creameries I ,O_Q_O 
14 Nzoia Sugar Co 2,0_Q_O 
15 South _Nyanza Sugar Co I 580 
16 Umoja Rubber Products 1,080 
17 West Kenya Sugar Co. I 255 
18 Mabati R_Q_IIing Mills _2_49 
19 BAT A shoe company 925 
20 Sameer Africa Ltd 1,393 
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(:ount Electricity and _Water J'liumber of employees 
I Ken Gen l:i37 
2 Kenya Power & Lighting 6,141 
3 Nairobi City Water & Sev.,erage Company_ 2.159 
4 Kenya Pipeline Company 1,470 
s 
6 
7 
8 
9 
10 
II 
12 
13 
14 
IS 
16 
17 
18 
19 
20 

Count Construction ~umber of em__I!I~~ 
I Kenya Association of Building and Engineers 36.156 
2 Engineering and Allied Industrial Employees --1,640 

3 
4 
5 
6 
7 
8 
9 
10 
II 

I 12 
I 13 

14 
15 
16 
17 
18 
19 
20 

2 4 



Count Trade, Restaurants and Hotels Numb~r of -~-m~lo~ 
I Kenya Association of Hotel Keepers and Catere~ 9,178 
2 Uchumi Supermarkets 1.072 
3 National Cereals and Produce Board _200 
4 Kenya Tea Development Agenc) 897 
5 
6 
7 
8 
9 
10 
II 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Count Transport and Communications Number of employees 
I Celtel Kenya 725 
2 Kenya Airways 2,764 
3 Kenya Ports Authority 7,030 
4 Kenya Airports Authority 1,749 
5 Nation Media _QrouQ_ Ltd 772 
6 Safaricom Ltd I 165 
7 
8 
9 
10 
II 
12 
13 
14 
15 
16 

1 J7 
L18 _ 
1 19 

20 
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Count Finance In urance Real E tate and Busine 
Services 

Numb r of employe 

I Kenya Comm~rcial Bank 2611 
2 Barclays Bank of ~n_ya 1762 
3 Cooperative Bank of Kenya 1364 
4 Standard Cha~d Bank l_Q~ 
5 Equity Bank 884 
6 National Bank__Qf Ken_ya 853 
7 K-Rep Bank 397 
8 CQmmercial Bank of Africa 336 
9 NIC Bank 252 
10 C:F~ Bank 239 
II I lousing Finance 223 
12 Diamond Trust Bank 201 
13 l&M Bank 196 
14 Stanbic Bank 189 
15 EABS Bank 171 
16 Imperial Bank 163 
17 Southern Credit Bank 150 
18 Citibank 147 
19 ABC Bank 139 
20 Bank of Baroda 128 
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ppend · 8: Li ting of Go erom nt of K n a ioi tri for Jdentifyio a 
ub- ample of elected Mini trie ' 

Count Name of Mini t Number of 
employees 

I _Qff of the Deputy Prime Minster and Min of Local Government 242 
2 Office of the Depl!!}' Prime Minister and Min of Finance 2,231 
3 Pub I ic -~ervice 538 
4 Nairobi Metropolitan Development 63 
5 I mmig_ration and Registration of Persons 5.46g_ 
6 llealth and Sanitation 9,342 
7 Medical Services 23,575 
8 National Heritage and Culture 364 
9 Road~_ 3,069 
10 Public Works 1,898 
II Education 5,087 
12 Higher ~ducation, Science and Technology 339 
13 Agriculture 7 395 
14 Livestock 5,881 
15 Bsheries Development 753 
16 Special Programmes 141 
17 Justice, ationaJ Cohe ion and Con titutional Affair (+Stat 1,202 

Law Office 
18 E_o reig_n Affairs 673 
19 East African Community 113 
20 Gender,_fu)orts, Culture and Social DeveloQ_ment I ,402 
21 Youth Affairs and Sports 2.351 
22 Information and Communication 621 
23 Tran~ort 189 
24 Water and Irrigation 4,391 
25 R~ional Development Authorities 105 
26 Energy 294 
27 Trade and lndustrializati n 813 
19 FQ_re~try_ and Wildlife ias 
28 Tourism 186 
29 Lands 3, 182 
30 I lousing 664 
31 Environment and Mineral Resources 1,225 
32 L_!_bour and Human Resources Development 952 
33 Co-operative Development and Marketing I 070 
3-l Planning and National Development and Vision 2030 729 

ote: Mini tries that ar excluded are: Office fthe Pr id nt; Office of the Prime 
ini ter· Offi ofth Vice Pre id nt and Ministry of Home ffairs· Mini tr of D fl n 

Mini tr of tate for Pr in ial dmini tration and Internal ecuri . 

ource: MinistryofPubli ervice. List f Public rant b Go ernm nt Mini tri 
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ppeod' 9: tud Que tionoaire 

In the illlerest of conjidentialif), do not write your name anywhere on tlli questionnaire 

Dear Sir/Madam 

ou to ompl t thi qu tionnair king infonn tion that \\ill i t 
m in m r he obje ti f the tud i to stabli h the relation hip that exi t 
ben een tbe ize and compo ition of empl e ' ealth on th on band and the 
po ible determinin ariable uch a incomes, aving and per onal attribute ". 
Your participation will b oftremendou importan in furth ran e ofknowl dge. 

The questionnaire is in T parts and has 29 questi ns: 

Instructions on how to compl te is gi en for ach qu stion. It will tak about 
thirty minutes to complete. 

P RT : Information on our personal attribute 

I. Please tick the appropriate bo for the indu try in which y u ar mplo d. 

2. 

ode Indu try Category in Ken a Plea e 
tick 
here 

Thi qu tion 
p ition. Plea 

k to find uitable d ription fl r our urrent m lo mcnt 
appropriat bo, . 

Manager 

PI as ti k the bo that mat he the number f ar that you ha e be n emplo ed. 
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pto 5 
Year 

ii 
6tol0 
Year 

iii 
II to 
15 

4 Please ti k the bo that corre pond to our highe t I el of educati n achie ment. 

Code Plea c tick 
here 

PI ase indicate by a ti k in the appropriate b for our age group in years. 

Code Ag_c inyeal"! Please tick here 
I Below25_ 
II From 25 to 29.5 
Ill From 30 to 34.5 
lv From 35 to 39.5 
v From 40 to 44.5 
vi From 45 to 49.5 
vii From 50 to 54.5 
Viii From 55 to 59.5 
Ix From 60 and above 

6 PI a e tick the appropriate bo ti r our gend r. 

-

I PI a e tick here 

7. Plea e indicate our marital tatu by ti king in th appropriate bo below. 

239 



If our an v er to 7 abo w married couple, indi at the in m t tu of ur 
p 

9 PI a tick th bo that corr pond to th iz of your nu leu famil (you, our 
pouse and your children). 

I p rson 12 18 I Mor than 8 

I 0 PI a e tick the box that corr pond to th numb r f dependant . on top of our 
nu leus famil that u support. 

than 8 I More 

II. Thi qu stion eeks to obtain information ab ut your background, wh re ou v ere 
born. PI e tick th box that b t d ribe ou. 

Code Place of Birth Plea__!e tick here 

I Outside Kenya 
li Urban C:~ntre-:liairobi 
Iii Urban Centre-An_)' ot~ Town in Kenya 
lv Central Provin~ 
v Co~t Province 
Vi Eastern Provin~ 

_Vii Jiorth _ful_!tem Province 
Viii Nyanza Pro~in~ 
lx Rift Valley Pro\fince 
X W~tem Province 
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I . This qu tion k information about our a kground, wh re ou pent m st 
our time up to the age of 15 ears. Plea e ti k th bo that b t d cribe y u. 

Code Place of childhood (first 15 years) Tick tick here 
I Outside Kenya 
li Urban Centre-Nairobi 
Iii Urban Centre-Any other Town in Kenya 
lv Central Province 
v Coast Province 
Vi Eastern Province 
Vii North Eastern Province 
Viii Nyanza Province 
lx Rift Valley Province 
X Western Province 

13. This que tion eeks information about your religion. Please tick the box that best 
describe ou. 

Code Relieion Please tick here 
I Protestant/Evangelical 
li Catholic 
Iii Muslim 
lv Indigenous Beliefs 
v Others 
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P T B: Information on our im· tment acti iti . 

14. H w d ou d ide\ hat kind of inv tm nt t mak ? D ou e k fl r h lp fr m 
an) of th follov ing (Tick the appropriate bo ). 

Other pecif : 

...... ··························· ........................ ························ .............. . 

························································· ................................... . 

15. If ou ha e ticked professi nal ad ic in 14 abo e, indi at whi h ad ' i r ) ou 
consult- [Note the e could b more than on ]. Oth rwi go to Qu tion 16. 

Ta Banker Accountant Law er lnv stm nt Stock Others 
adviser Banker Broker 
I II Iii iv v vi Vii 

Other pecify : 

16. PI as indicat b a tick ur re pon e: M tm nt i dri en b th 
d ire for max imum earning . 

Strongly Agree Slight I Neutral Slight I Di agree Str ngl 
Agree Agree Disagree Dis~e 

I ii i i i lv v vi Yii 

If you indicat d trongly Di agre or Di agr e or lightly Di agree plea 

comment about what dri e our choic of in tment : 
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...... ··········· ··········· ·· ·········· ················ ·· ······ ············ ····· ········ ··· · 
17. Imagine 'OU ha e '"on a h rity ,.,e p tak nd award d h Milli n. AI r 

collecting the mone you r cei a financia l offer from a reputabl bank wh re th 
conditions ar that ou in e t the mon y v ith the bank and there i a -oo/o han 
th t rou an doubt the money in two year time and a 50% chanc that ou 
could lo half of what ou ha in e ted. lea ti k th , that best indicate 
how mu h ou are pr par d to in t in the b nk. 

Sb Sh 1 Sh 2 Sb Jmilli n Sh 4 Million Sh 5 million 
0 Million Million 
i ii Ill IV v Vi 

I . Ho' do you our lf: Are ou gen rail a per n ' ho i full prepar d to 
tak financial risk or do ou avoid taking finan ial ri k ? Plea e t ick the b that 
be t d ribe you on the caJe pr vided. wh re 0' m an uowillingne to take 
ri ks" nd alue 10 mean " fully prepared to take ri k '. 

I ii iii iv I v vi vii viii ix X Xi 

0 1 2 3 l 4 5 6 7 8 9 10 

I 
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P RT :Information on your P rsonal Income aving and Wealth 

PI ase think about our urr nt month! inc m fr m empl 
in estments ou ha e a ell as_ our wealth and an wer qu 
orrectl as po ibl . 

19. Ti k in the appropriat box th b t indication our gr inc me from 
mplo ment and oth r sour e befor tax and loan pa m nt ) in a typical m nth. 

Co Range in KSh per Month Month I Monthl 
de Income rom Income From 

Employll!ent lov~tm~ots 
I From Shs 28,000 to 37,999 
li From Shs 38 000 to 47_._999 
Iii From ~hs 48 000 to 57,999 
lv From Shs 58 000 to 67,999 
v From Shs 68.000 to 77.999 
Vi From _§h~ 78,000 to 87 999 
vii From Shs 88,000 to 97.999 

Il l From Shs 9_!,000 !Q_ I 07 999 
- -

lx From Shs I 08.000 t_Q_ 117,999 
X From Shs 118,000 to 127.999 
Xi From~hs 12~.000 to 13 7 ~9 
xii From Shs 138,000 tQ_ 147.999 
xiii From__§_~ 148,000 to 157,999 
xiv From ~hs 158'-000 and a~e 

- 0. Think back when ou tarted orking and ti kin the appropriate bo the b t 

indication of our gros inc me from employment and oth r sources 

ode Range in KSh per Month Monthly Monthly 
Income rom Income From 
Employ_ment Investments 

I From Shs 28.000 to 37~9 
li From~hs 38,000 to 47,999 
Iii From Shs 48,00_Q to 57,9_2_9 
lv From Shs 58,000 to 67.999 
v From_~hs 68 000 to 77.999 
Vi From Shs 78,000 to 87~99 
vii ~m ~hs 88_._00_Q to 9719JJ.__ - t-- --
viii From $_hs 98,00_Q !Q_ I 07,999 
lx From Shs 108.00Qto 117,999 
X From Shs 118,000 to 127,999 
Xi _from __§_hs 128.000 to 137,999 
Xii F rom Shs 138,000 to 147,999 
X ii i From Shs 148.000 to 157,999 
Xiv From Shs 158,000 and above 
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21. Think fa typi al month: Pie indicate\\ hat percentage f} ur aming 
fr m mplo m nt u ar abl t a 0 i k onl n b . 

0 

Saving Rate as % of G ross income Pl~ase tick here 1 
I ~aves nothing 
li From 1% to 10% 
Iii From II% to 200/o 
lv From 21% to 30% 
v From 31% to 40% 
Vi From -ll% to 50% 
Vii From 51% to 600/o 
Viii From 61% to 70% 

~ £rom 71% to 80% 
X More than 80% 

220 an y u plea pi it our typical month ly hown b lov 0 

Plea oe Code Reason for saving 
iodiCBte her 

nt 

2 PI a indi at by a tick th t nt to \ hich ou rei on I n to finan our 
personal in e lment o 

Never To a Littl To orne To a large To a very large 
Extent extent extent extent 

1 11 Iii iv v 
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_4. This hedul require ou to pr id th be t e tim t o th current market 
value of our per onal a et and amount of debt . PI ti k in th ppr priat 
box th stimated alu in Ken hilling . 

Estimated Current Val;;-
I " Ill lv \ V1 \II Vu1 I X 

\boH 

I Type of ass t/loan 
Upto 250.000 500,000 750,000 1,000.000 1,250.000 1,500.000 1,750,000 2.000.000 2,5 m 

lO lO lO 10 to to lO to I Spttiry 
249,999 499,999 749.999 999.999 1,149.1N9 1.499 999 1.749'199 1,'199,999 2.2·19.999 \mounl 

IShs )Shs ISh )Shs )Shs IShs jShs ISh~ ISh ~h 

A ~ash/bank accounts 
B !Treasury bills /bond~ 
c ~orporate bonds 
0 !Cooperative shares 
E Value ofshar in 

st ck exchang 
/Mutual fund 

F I Estimated alue of 
business owned by self 

G !Current value of 
pension and life 
i~urance policies 

H 
1

Cows/goats/ h ep/ 
I crops 

I !Farmland and t ' n 
I plots 

J Buildings/houses 
K !Foreign investments 
~ MotorN ehjcles 
IM IAny other assets 

~ I Loans and mortgages 

If you are married plea e an wer que tion 25· if not, go to que tion 26. 

246 



25. This hedule r quir you to pro id th be t stimat 
hou hold a et and amount of debt that re jointl own d in th f: mil in 
terms of your stimate of the current alu . Plea e ti kin th ap r pri t bo the 
estimated alu in K nya hilli ng . 

Estimated Current Value 
I h Ill lv \ V1 ~II \Ill 

lupto 250,000 500,000 750.000 1,000.000 1,250.000 1,500.000 1,750.000 
T pe of asset/loan to to to to lO tO to 

249,999 -199.999 7-19,999 999,999 1.249.999 1.499,'199 1.749 999 1.999.999 
;shs Shs [Shs [Shs Shs Shs Shs IShs 

A .Cash/bank accounts 
1---

B [Treasury bills /bonds 
IC !Corporate bonds 
D !Cooperative shares 
E Value of hare in 

stock exchange 
/Mutual fund 

F I Estimated alue of 
business owned by self 

G !Current alue of 
p nsion and lifi 
insurance policies 

H ICowsfGOat /Sheep/C 
rops 

I Farmland and town 
plots 

J Bu ildings/houses 
K !Foreign investments 
L Motor/Vehicles 
IM I Any other assets 
IN Loans and mortgages 
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\ bo>t 
2.000.000 2.5 m 

to I Sp df) 
2.!49,999 \ mount 
Shs Sh 
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26. Thi hedule requires you to pro ide th be t stimat o the wealth ou inherit d 
in term of th curr nt mark t alueo Please ti k in th appr priat box the 

e timat d alu in Ken a hillin 0 

27 0 For the shar you current! hold in th airobi tock E change if you do) plea e 
indicat th number of different ompanie in whi h ou hold har b ti king in 
the appropriate bo belo 
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28. To th be of your knowl dg . plea e rank th fact r indi ated 
to th xt nt to ' hi h th in flu n th hoi and amount fin 
put your mon yi n: 

To a To a T To a 
-

a cry 
lo\ er little Moderat larg lar e 
extent futent ~xtent extent 

I II Ill lv v 
A Taxation Level 
8 Inflation 
c GeJl~al Price level 
D General Costs 
E In e tment Option 

Available 
F In e tm nt Returns 

Available 
G Stat ofth 

Financial Markets 
H General perc ption 

of stock market 
I Advice available 

29. To the be t of our ability please indicate how mu h in me fr m in e tment 
and p n ion you e p ct to ha after retirement a a perc ntage of our monthl 
gro mploym nt income imm diatel befor your tire: 

Expected monthly po t retirement Tick('/) 
income a % ofgro mplo ment income ppropriate Lin 
before retirement 

A NO IDEA 
8 0% to 10% 
c II% to 20% 
D 21% to 30% 
E 31% to 40% 
F 41% to 50% 
G 51% to 60% 
H 61 % to 70% 
1 71% to 80% 
J 81 % to 90% 
K 91% to 100% 
L Over I 000/o 

Thank ou ery much for our time and cooperation. I greatly appreciate 
your help in furthering thi r earch endea or. 

Juliu M. Muia 
Ph.D andidate umb r D/80/P/7780/2002 
----------------------------------- 0--------------------------------------------
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ppeodix 10: Letter of Introduction from ni of airobi 

UNIVERSITY OF 
COLLEGE OF HUMANITIE D 0 lA CI 

SCHOOL OF BU INE 
D TORAL TUDI 

191
h March, 20 I 0 

ToWHOMITMAY ONCERN 

RE 

This i to certify that Muia Juliu M. Reg. o D/80/P/7780 00-, i a Ph.D. andidat at 
the hool of Busine s ni er it of Nairobi. he title of the tud i : ''Tite ature and 
Determinant of tire Wealth Portfolios of Middle and pper Income Salaried 
Employee in Kenya' . Hi re earch in olve a surv y to tabli h the r lation hi p that 
xi t b t\ nth ize and composition of wealth and th possible det rminant u h as 

in ome , a ing and other p r nal anribut . R uisitc authorization to nduct the 
urve has been pr du d. 

The purpose of thi letter therefi re is to ki nd ly r uest ou t a ist and fa ilitate th 
andidate in carr ing the urv in our organizati n. qu sti nnair for th ame i 

herewith attached for our kind consideration and n es ar a tion. 

ata and information obtained through this erci e will b used for academic purpo 
nl . Henc , the re pondcnts ar requ ted not to indicat their names an her on th 

que tionnair . 

I k for-..vard to our ooperation. 

Pro .D. Lorn 
o-ordinator, Doctoral Programme 
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ppendi. II: Reque t to am pled mplo ee to Particip te in the urve ' 

The Manag r 
B 
prill2th,2010 

Dear ir, 

RE:REQ 

P. 

llph n :0722 525 694 
mail ddr s: juliu muia08 ~ mail. om 

FOR C D Ml RE R HDAT 

I am a Ph. candidat at the ni rsity of airobi current! ondu ting re ear h n 

in tments in Kenya. he tit I of the stud i : Th ature and Determinant of the 
Wealth Portfolio of alaried Middle and pper-Incom mplo ee in Kenya. 

The in tituti ns in' hlch to carry out th urv ha b en el ted random! to o r all 
the ctor in the c on m . ub equent to this, and ithin the lee ted in titutions, the 
ample of r spondent for the urvey ' ill be I ct d random I . 

Th information r cei ed will b tr ated ith trict nftdentialit in i w of th natur 
of the disclosure b the arnpl d re pondent . h identity of the emplo er and that f 
the respondent will be oncealed to maintain utmost onfid ntialit of information 
rec i ed and will not b di ulg d to an party. Th results of this tud will be u ed 
ol I for academic purp 

I writ to r que t that ou pie gi e a si tance t the under igned t geth r ' ith th 
re earch a istant ho' ill b admini ·tering th qu tionnaire fi r this study. nachcd i 
th qu tionnair ' hich has 29 qu tion to b an " ered and th L tter of Authorit from 
the niv r it of airobi. chool of Bu ines . 

Your faithfull 

Juliu M uia 
Ph.D andidate 

cbool of Bu in 
airobi Kenya 

er ity of airobi 
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(6) 

(7) 

i. 

ii. 

i ii. 

and ourc of Data 

28 + omputed 
re Jacement rate 

21.22 and 23 

24 
attribute in Data from all the 

que ti n plu d ri d 
ion anal i : use If r ported ariable 
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ppend' 13: Operationali ation of th R arcb ari ble 

Operationali ation of the R 

inh ritance 

ize of wealth 

Ri k 
pr feren e 

Risk 
p r eption 
(Ri k-taki ng 
beha iour) 
In me 

a ings 

Le erage 

253 

f 

Q. 24,25 

Q24,25 27 

Q.17 

Q. J8 

Q. 24,25 

Q. 8 19,20 

Q.21 

Q. 22 
Q. 24 25 

Q. 23 

6 
5 



Re arch 
Operation ali ation of the R earch ariable 

ir 

2 4 

Que ti n 
umber 

Q. 4 
Q. 
Q. 10 

Q. 13 
Q. 14.15 
Q.l6 

Q. 29 



pp ndix 14: Memorandum Record of mplo ee Holding of Otb r 
to res of ealth ' 

Estimated alue of 
business owned by self 
Cow goat heep, 
crops 

Frequen 

358 

204 

Own rship 
Rat in% 

44.5 

25.3 

Mean 
Valu in 
Shs 

I ,626,257 

Farm land and town 420 52.2 90-,297 
plots 

Gros Value in 
hs 

582.189.846 

380,224,799 

% f 
Gr 
Wealth 

37.5 

5.6 

23.5 

Foreign investments 52 6.5 2,458,173 127,824.980 8.2 
Motorvehicles 269 33.4 761,710 204,899,871 13.2 

r.·~~·n~ly~o~th~e~r~ass~e1~~---+----~4~0~3+---~5~0~.J4-~4~2~3,~.26~3~~1~7~0.~57~4~,8~0~1~- ~ 
Total 1,204,901 1,551 ,974,195 100 

ote: 

The sampl d employees re further a ked to provide information on other forms in which 

th store th ir wealth. Th e other store of wealth are not on idered in w alth tudie a 

part of ealth portfolios as e plained in Chapter Tw of Literature R i v . Th e timated 

m an alue for thes 'stores of wealth' a hsl .2 million p r mpl ee and aluation f 

h 1,552 million compared to hsl.321 million for the en principal and con ntional 

asset that were e amined in the current tud . h alu f bu in s owned b elf a th 

most important and accounted for 38 p rcent of th alue f th e oth r stor of' ealth 

followed b farm land and town plot at 24 percent. The aluations n t withstanding, the 

a et were omitt d in the current study in ord r to b con i tent with international practice, 

du to probl ms of aluation and al o on account of lack of ease o a ettrans[i ra ility. 

25 



ppendix 15: Prediction odel for the t alth Holdin of 
alari d Middl and pper Income Emplo e 

j l ndependen Depend nt Co fficient Co-effici nt of Statu fth 
t Variable( D tennination od I 
Variable (~) 

W=n t Par on 
wealth correlati n 0.505 M derate! 
alu r-0.7 11 trong 

a = -2,798.407.33 
Month I 34.81 
emplo ment 
income 
Age in years 47,574.76 
Ri k as et 22 126.04 
percent 
Inherited wealth 0.72 
L ngth of 34,183.21 
employment 
service 
Savings rate 24 674.45 
Size of nu leus -139,833.5 1 
family 
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pp ndix 16: Profiling od I for alari d 
Emplo ee in Kenya into holder of 

ealtb , erag ealth' or Belm 
Wealth' 

Function 1 
lndep ndent D pend nt Co m i nt 
Variable Variable(s) 

Y 1=Predict d 
v. alth 
category 

Age in years 
Risky assets percent 
Saving rate 

Length _of employment service 
Size of nucleus family 

Function 2 
lndep nd nt D pend nt Coefli ient 
Variable Variable(s) 

Y 2=Predicted 
wealth 
category 

Age 
Risky assets percent 
Saving rate 

Length of employment service 
Size of nucleus family 

2 7 

era e 

a= -3.365 

0.046 

~:~;~ 
0.006 

-0.073 

a = -3.013 

0.094 
-0.005 
0.039 

-0.022 
0.195 



pp ndix 17: ummary of Factor rouping and ariabl 

actor 
rouping 

Perc nt 
of ample 
Variance 
Accounte 
d for 

14.70 

13.02 

urr nt empl ym nt in orne 
• I nco me categ ry middle r 

upper in om ) 
• ducation I el 
• Job 

• 
• 
• 
• 

8.80 • 

• 
Four ultural 8.53 • 

ba kground • ars (up to 

8.40 • 
• 

6.00 • 

• 

ot : The following four variables were dropped in the Factor analy i 

• R ligiou Affiliation. 

• umber ofdep ndant abo e nu leu amily. 

• Ri k per ption (risky a ets as per ent of gr "ealth). 

• Ab olut inherit d net wealth. 

II 

g 
ical 

MPT 

H 



Appendix 18: Income and xpenditure urvey in Kenya 

Ill' 

Ftr« Repon on 
POH'ft~ 10 

Ken n Volume 
II 

The 1941! lnt 'l!rall-d 
l..1bour l'orce Sur ey 

l9QXI'J9 I'>'> 1<1<1 
\ f1t Kmd 

199 

2000 

200 

Annunll 

1992 
1994 
1997 

1<197 

IW 

_()()() 

:!007 

200 

enters with a population of I 0.000 and abo c. 

11.()49 II uscholds 
Rnndoml ~lected country 
\\Ide 6" o Rcspon Rate 

10.000 Hoii)Chold 
countrywide 

ba\C: 

I J 4 0 Ho~holds 111 all 
the 01stn lS tn Ken a 
200511 

Published m 2006 

Purpou 

To obtam mfonnat10n for usc tn updntmg the ISUng consumer 
prtce mde~ . gam mstght mto patterns of e'pcndtturc (u mg 1994 
pncc ) and In ome dt~1rtbuuon m n@ dtiTcrcnt soctologtcal 
group 3nd final! to collect hou,eh ld con umpuon data e 
GoK 2002 
To update dato n the l.tbour force , dctcrmmc the ~11c nd output 
ollhe mformlll S«tor and csumat !he e tent of h1ld l..lbour ·ce 

1\.(200 J) 

To prov1de 111formauon on the d1tf rent f 
Ken • c GoK (2000) 



pp ndix 19: rrelation ben n Quantitative D termioant and Wealth P rtfolio 

Employment Age ize of Inherited Employment umber of 

in me h nocleu ervice in d pendant 

p rcent family years above 

nucleu 

family 

0. 94 0.64 

--
orrclation . 07 

with Ri ky ignificant 
. et · 

nurce. Re earch r' smdyfinding in ctions 5.2 3 and 5 l . .f ( ee I o graph in Appen Jix 20) 

• ·-

~ -.,.. ,._ 

-tn 
X 
~ 
~ 
': 
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App odix 20: orr lation between Quantitative eterminants and Wealth Portfolio - raph 

05 -= .~ 
u 
~ ... 0.4 Q,) 

0 
u 
= .s: .... 
"'= 0.3 

<U s.. 
s.. 
0 

0.2 

Net Wealth/Risky Current 
Assets Employment 

Income 

Age Size of Nucleus 
Family 

Inherited Net 
Wealth 

uantitative Determinant , of Wealth Portfolio ' 
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Length of 
Employment 

Service 

Number of 
Dependants 


