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ABSTRACT 

earch ad cates h Th 

b n on the increase th world over, 

· cle h f s hav 

he developed to th 

dev op·ng nat"oas. h r as a lo of studies on aotor hefts have 

been done in he developed world, very little has been done in 

the develop· g countriea and espec"ally in Afr"c . 

A study reported in th·a project sought to know the underwriting 

iap ·cations of the aotor hefts ·a Kenya, ·a the per·od 1989-

1992. The objectives included the deteraination of the iaportant 

aotor rating factors and the underwriting aeasures insurers n 

Kenya took aa a result of the aotor thefts under the period of 

study. 

The findings showed hat the nature of the risk, claias/·asurance 

history, range fora th policy holder's hoae base, aodel of th 

vehicle, aa e of the vehicle and the value of the veh·cle as the 

aoat iaportant aotor rating factors insurer due o the theft 

risk. 

The find"ngs further showed that all insurers undertook the 

following aotor underwriting aeasures, aotor valuation, 

installation of anti- theft devices, preaiua loadings and increase 

in excesses. Other aeasures where aajority of the insurers 

undertook were; accoapanying bua"aess and reaoval of the NCD. 

The findings also showed that Toyota saloon vehicles valued 

between Ksbs.BOO,OOO and 949,000 were the aost stolen. 
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Although h b g·nn·ngs o 

of un-record d ev n a o 

he o ld wi h tran por 

0 d lop s lf 

iapet s was g ven o 

1895, he Lanchas fo 

Roll Royce Silver Oboe b 

was bove all, R n y ro d, 

he u oaobil s ar los in h a"ds 

arly story, aan's cone n al ove 

on 1 d to ap s by aany ind1v"duale 

d oad e cles (0 o di, 1988:5 ]. A 

d lo aen of n u oaob'le and n 

• r ady, while the aaou 

caa avai ble 907 in Brit . n. I 

ith hie aodel T, producer of soa 

15 M ion c rs in he 7 years, ho r ally s the scene for th 

twentieth c ntury expa s 0 of e utoaobil [Cane , 1979:3]. 

With he increas d nuab r of v "clea on th roads, 

need for ao or in uranc to cater for the incr 

h re was 

nuaber of 

financial and hu an risks aeeociat d with hea, bene oto 

insur nee was one of the a thode in dealinf with su h 

con ingencies. Th own rship of an au oaobile or otor vehicle, 

expo s one o aany sources of lose thus a person could b killed 

or injured while oper t ng a car or a ruck by one w' th th 

reeul tant aedical xpenses and loss of inco e; one aay be held 

liable lefally for injuries to others or for daaage o oth r 

prop rty o death to oth r people, the c r could be da aged, 

dee royed or tolen. 

Ther is ne d for reduc·ng the financial difficulties of the 

owner in case of uch events happening. Th's therefore creates a 

1 



n d fo in uranc 

tb own r nd be 

no urpris ha 

0 purpo is to r h n d o both 

11uni ty at l rg ( V ughan. 989: 513] . 1 t w 

on s1d h d v lop• nt of th utoaobi 

0 0 1nsuranc d v loped from omp r v ly slow star "nto 

row h indu ry. R ht no and in fu ur lh nsuranc i 1d r 

ris 0 

abl 

ho 

to fulfill its tr dition 1 rol of prot ct · ng th 

v n uring into h ield of transpor etion. 

D spit th high c of fu 1 in Keny , lack of for· 1gn chan 

for th i11portat ·on of the compl te y knock d down (CKD) ki s, 

and ncreesing pri~ s of •otor v~hicl s as a result of lh tap"d 

depr iation of th Kenya shilling aga"ns the hard for ign 

curr ncies, the "nc1eas in th number of vehicles appear to b 

con t · nu · ng unabated. Ev n the y ars from 1975 to 991, in wh · ch 

the c s of fuel wen up a a fas rat , vehicle density 

incr ased to a l v l hardly an i ipat d. For · nstance, in 1992, 

abou 0 E out of FIVE HU DRED airob · ans drov a cat, and 

for casts showed that it would oon be ONE out of ONE HUNDRED 

(Mukhalu, 1989:22]. A study by the World Bank in 1991 s a .d 

tha th moor v hicle fl e in Kenya increas d by 3.3 p r cen 

per year over th past d cede, w· tb th number of buses and small 

utility v hicles uch as matalus showing th larg st inc:r as 

lo t of these ncr a s oc .urr d in urban areas, wh r 

con· ntral"on of v hicl s was gr atest. The study found that 65 

per c nt of all v , hicl s wet·. registered in Naitobi, Mombasa, 

akuru and K"sumu, with registration in Na:iJ ob" jumping fro 
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12 ,300 in 1985 to lmost l40,000 in 1987 [MaJt ngi, L993}. 

The ncrea in th n uab r of v h · c s has accel rat h 

transpor a · ion of p ople and merchandis to th very remote rural 

rea , hus nhancing th soc· o - e ono · c developm n of h 

countty. Although th ir contribution is immense, thy have als•J 

pro d 

bodily 

d an ncr as in motor ccid nts r ul ing in d aths, 

injur·ies, and property d mage. One of the other risks 

which have 'faced motorists and nsure.rs in K nya h s b n tb 

motor thefts which have had a negative impact on the motot 

· nsurance business. 

An upsurge n car thefts and break ins w s noticed in th 

middle of 1989 prompted by a 'r volution' in the methods us d by 

thieves. Duplica e keys were increasingly b ing used to steal 

vehicles, while the basic secuti y al rm systems could be easily 

beaten. Some cars were known to have been broken into while th~ 

alarm was wailing and radio cassette players or oth r valuables 

stol n. Loss s by underwriters 

high levels that insuranc 

had and still have reached such 

companies had reported poo 

performance 

reports in 

in their motor cla'm accounts. 

1992 indicated that on average, 

stolen daily througbou the country, and 

missing vital components. 

Figures from 

10 vehicles 

he recover 

daily 

WC IC 

on 

With he dramati incr as in the level of vehicles stolen during 

the period, 1989 - 1992, insurance companies undertook a neH 

dimension in their underwriting practices. Insurance firms varied 

3 



h . nd rwr . i tic 0 ry n rot b bu a r n 

fro v r ly, h gr . ud of h s w. 11 

ff t he n ur und rwri . ng. lf th d gr of r k s ry 0 v 

hi h, t und w n ptoc s w 1 i condi . 
n be po any 

db r d 0 by n d. lnsur r w'll at t ·mp to lllprov r . k nsur 

thlOU h aking und I W i ng eas es. 

The Ac uir rl mmun Defici ncy Syndrome (AIDS), has had an impa~ 

on th underwriting pr ctice, not only in K nya, bu also in 

oth r· ations. In America, a study comhdssion d by Lh So~i ty 

of Actuaries in 1984, stated th t th cost of aids 1 lated 

death to the Am rican I.ife Assurance Companies from exist ·ng 

polic'es could reach $ 50 Bi lliou by the tur·n of the 

century [Rulsohn and Law, 1991:65]. This resulted in Insurance 

Companies requiring all prosper.tive and present clients to b 

test d for the Human Immunodefici ncy Virus (HIV) as a conrli on 

for cont rae nego iation. 

Due to th increa d third party li bility motor claims, AJ{J 

recommended new r tes for both new business and r·enewala tha 

were o b implem nted by July 1, 1993. The r ommended minimum 

third party poli y for privet cars was to be Kshs 6,000 up ftom 

between Kshs. 1500 and KsJts. 1800 in vatious insurance companies. 

For comm 1cial vehi.les, th m1nimum was to be between 

Kshs. 10,000 and Kshs. 12,500 up from Kshs. 7.500 dep nding on the 

w 'ght of the vehicles [Lugaga, 1993:10). 

Bence, insurers att mp to imp ove risks through takint 

4 



und ng "asur a on s s at d abov . T •. k wis t du to • l 

i nc r d r 0 cid n s on h 0 d • so 

i n ur n e fir on th of th driv { $) 1 r 
. 

v 
. n 

xp g - 0 c r nd us to which th c r i pu should 

be s ictly xamin d to certa . tJ the truth. nsure ass r d B 

that it wa one w y of reducing th mo o accid nts on the ro ds 

( Mukhalu, 1992]. 

Wi h the incr ased soph·stication in th m nner n which vehicle• 

were being stolen, - t had been known that some of th vehi 1 s 

eros ed th K nyan and oth rs brok n down into spare parts, while 

oth rs acqu1 d a n w local identity and found heir way back on 

the Kenyan road w· th a new numb r and owner. Vehic I s of all 

ages and types had ben vulnerable to theft, whil tr nds 

show d that 70 p r cent of all · vehi lc th ts oc urred in 

airob1. Thi had been made wot se by 'crooks' who insur·ed non 

exis ent vehicl s and fraudul ntly lodged claims against 

insurance compani s [Warutere, 1993: 2]. The 1· t of car mak s, 

mod ls and types stolen increased over th three years to include 

buse 1 trucks and motor cycl s. With the steeply rising prices 

of vehicle , this made the insurance industry to xperi nee 

los s 1n their motor accounts. 

lnsp'te of then ativ consequ nces, it should be noted that 

Insurance ~ompani s und rwriting motor business can count on 

having at least 75 per cent of their prem:ium income from the 

motor busin ss.[Mukhalu,l992:22] 

5 



1.:.1..:. STATBMR T Of' Til PROBLRM 

ln 89, 5 r B ol n, wh 1 in 90 nd 1991 756 

nd ,238 hicl s ol n respect vely. In 1 92. 2,8 

vehicl wer r P dly stol n' r fl.ct'ng 21 per c n 

ov r th 198 f gure. Th st1m ted value of he olen 

veh.cl s in 1992 w K hs. 28.4 illion. ba d on 

'cons vativ cot of Kshs. 350,000 p r vebicl [Benn t, 1 92]. 

Anoth r ser·ou d·m n on of th thef risk w s hf robbin of 

motot ists at gun potnt by well armed robbers. 

e dl s to say, l ea t 10 veh · cles w re be· ng stolen dai in 

Kenya by 1992, while insu anc companies were estimated to be 

lo in abou Kshs. 1. 5 · lion .very d y from the heft clai s 

(Mw ngi, 1993:5}. 

In view of h above, wh t implicn ions have th se th fts had on 

th underwriting of motor insurance? What factors ar considered 

impor ant in he rating of motor v hicle vehicl s as a res tl of 

the theft ti k? Th se are the research questions th t the tudy 

set out to investiga c n which constitu ed the problem of th 

study. 

1.3. OBJECTIVES OF TUB STUDY 

The main obj ctives of this study was to, 

i) Find ou the r ting factors cons·der d important before 

a vehi le was insur d 

risk. 

6 

s a result of the motor theft 



· ) · d ou h ar o • 

had take aa au 

per od, 1989 - 1992 

• 
o tbe aoto 

are • 

heft• n 

It' a hoped t at • dy ill be of help o the fol o ag 

insti utioaa and p ople 

1) To inauraace coap 

solution to the 1 o 

ea aa tbey 

ag nace of 

0 ind a poaa . le 

hat baa af ec ed 

prov on h ir eir ao or accou ta, aad try to 

underwritiaa aeaau ea 

2) To acadeaic aa ill • rve ae an eye opener n d al ng 

with spec c aapecta of he underwrit ng practice. 

3) To the gen 1 pub ·c, ho will b intereated in know"ng 

ho insurance fi •• have eacted to this threat. 

1} Anti - 'l eft davie Th • ia a gadget that ia 

inst lled n a vehicle to scare 

off thievea by produc·ng an 

alara sound or iaaobilizing the 

vehicle dur ng atteapted theft 

or hef • 

2. Accoapanying Businesa: Thia ia alao eferred to as 

auppor iag buaineae or auxiliar 

1 
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buain ea. l "•plies that wh n on 

insures his veh cl • h has to insu 

otb r kinds of bus·ness w"th h sa 

insurance firm. 



CH 

RATURB RR W 

2.1. NTRODUCTION 

The 1 · eratur r v d 'n th's chap r co er •otor h f It 

also covet'S h e l s s i f i t i o n o f m o t o r· r· i a l< and insut n 

polici to ov r I sho d be ob rv d that v ry . tl 

has b en don in 1 arc~h end publ'catious in the ar"" of motor· 

vehi 1 

daily 

th f in K nya v n hough the th fts h ve be n report d 

i nya. This is unlike in th develop d Nations 

of 

where 

o or surv ys hav been conduced to stabli h th rate 

v e h i t h ~ f t s am on g N a t ions . 

2.2 THB CONCRPT Of TUBFT 

Theft can be defin d as the dishones ppropr'ation of prop rty 

belouging to another, with Lhe intention of permanently depriving 

the owner of his or her properly [Hall, 985:8/1]. The R nyu 

Penal Code CAP 63 section 268 (1) states hat, one cheracteris ic 

of theft is the in enlion o deprive th owner permanently or h ' 

prop rty. 

In o or nsurance, the l st of Th ft · whe h 1 th owner of the 

vehicle cons nted 

taken by a person 

From an insuranc 

th vehicl only, 

ace ssories on or 

or would hav consented to 

nd no ere sl aling of the 

the vehicle b ing 

ehicl"' 'tself. 

view, heft does not involv th stealing of 

it could occur if thieves stol. some of the 

jn th vehicl such as h adlights, side -

9 



ir or ' w n ows, wh 1 • radio - m wh nd 0 

in whi h re d aaaged du ing h t 0 tt d h f 

If v bicl g d wh·le . n he hands 0 thieve ' h 0 

of iring such d mag i 11 b paid by insurers un .r h 

'Th s c ion' of h ir polic . The cost pro tion and 0 

r mov 1 to the n arest suitable repairer nd back to he 

insur d's las known addr ss is al o cov r d [Ell·s and Mitch I , 

1987]. 

2.2. UNDERWRITING AND UNDERWRITING PRACTICE 

Accotding to Caoar [1978], underwriting is the ptocess of sifting 

new proposals of d ciding wheth r or not the isk they ou lin 

are acceptable, and if so on what terms. 

Underwr"ting is bas 4 on selection and ra ing. Select1on impli • 

that ther. are some acceptances and som rej ction , or that not 

all the proposed risks are ace pled for insurance. Rating of 

insurance contracts is anoth r speciali~ed part of the 

underwriting pro ss. It's the pricing of nsurencc cont rae s 

whose rates (prices) are arrived at based on the cl ims 

experience. 

~ genera d scription of underwriting then i the s lect ion and 

r·ating of risks wl ich ar off red to an insurer. 

Underwriting practice h refore imp] ies the process adopt d by 

ins u ance firms be fore an j nsur nee con t rect can be accept d. It 

involves compliance by an insured with cer ain underwriting 

10 



u fo n in ur r c n cc r1 k. Th 

li h ly fi 0 r· condi ion r 

to r 0 cy old h iou n s w h 

in ard hl. or h r rt k • nd 0 t y nd pro c 

bus . n s rom dv cl . 
Jll r . 

2. 4. REVIEW OF THE MOTOR TIJEFTS TN THE PERIOD 1989 - 1992 

Unlik the 1970' when r.ar id n · y r s on w'ndows h adl 'gh s 

and a standard s ering lock wet· adequate security measut _, ~v n 

the ost 1 borat yst 11 available ·n the ark t i no long r 

fool p oof. t-lor dlffer.nt methods have ben used to steal more 

cars han v b for , and vid nee showed lha a growing numb r 

of h fts were linked by wei l organized syndicat [Mbugua, 

1991:31]. 

It w s not just lh sudd n upsu ge 1n th fr qu ncy of th ft. ha 

was larming, th type of car , the m thods of taking th m and 

disposing th m chcinged dramatically ov r th y ar . It also 

app red that th pol1c were yet to g t to the core of th 

matt r sine the h fts did not em o hav subsid •d insp 1 t • of 

arr sts bing mad [Benn t, 1993;2]. 

Th f of items fro inside cars o ex r or bi s of the v hicl s 

lik head ights and wh 1 caps had b n common for a long time, 

but theft of compl te vehicles had hitherto h en at a v ry low 

lev 1, and ainly opportunistlc, tha i for use in other r.r1mes 

11 
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t - W y C S Ol 

u u lly a ndon d w"thi 

ill r at d ondltions. 

old 1 v h"cl s. with le 

and often tak n fro back 

o jo r · d • n u h v hi 1 

e h u rs and eco red in o e wh 

A larg propo ion of thes h d b n 

sophia ica ed joor nd steering lo k , 

tr t [Benn t, 1993]. 

Th thods of s ling had ben qually wide ranging, ftom crud 

win ow smashing, pre planned theft of key to gun poin 

h1jackiog (B nnet, 1993: 11). Hence the mo t fashionable m thod of 

st aling v hicles had b n no more complicat d than using th 

car's own keys, hieves eithet· acquit· d a matching key in 

advance, or walk d up to the righ ful owner and asked h 

motorist to haod over his vehicl at gun point. In this resp ct, 

the conventional anti th ft devices w r qu e usele s. Ano h r 

aspect to he hijackiogs was that they did not take place in Lhe 

dead of the night ·n dese ted and derelict plac s, bu any wh r 

from sub urban gatdens to busy city 

1 ight. 

enter p rks in broad day 

By 1992, the tr nd had been towards the st aling of mod rn, 

expensive executive vehicles taken ftom any area they moved 

through or stopp d, and unlike in the past whPn majority of he 

veh"cles stolen w re recovered, they disappear d for ever. I was 

estimated that mor than 60 p r cent of the vehicles stolen in 

1992, were never cov r d [Bennet, 1992: 14]. 

A breakdown of the vebicJes stolen showed that most were saloon 

c rs, wh'l buss, lorri s, tankers and trailers wer the least 

12 



stol For . 
llS b tw n J nuary nd May 1992, 329 n a 0 n 

c r h d b n tol o1low d by m 8 u and p n 1 v n with 278 

stol n, stat.ton w gon nd vans, 1 5 t 0 1 • pick ups, 80 0 n, 

bu and T,o . 
es 19 tol n and 16 tank rs nd t r i 1 r· s w r 

stol n [Warut r ' 1992:31]. Informs ion bowed h wh"l mo 0 

th t• cov ted v h"cles were found with 1 n the country, f w w l 

r cov r d across th bor r in Tanz nia. n Janu ry 1991, 26 >U 

of the 77 vehicl recov red w r· found in T nzan ia, wh i 1 i.n 

arch 1991, noth r 8 out of h o 1 62 w r r COV r d n 

Tanzania (Mwangi, 1993]. 

Robb ry of vehicl at gun pain which put h 

driver at l'i k i ncr ased in 1992. Bet we n January and Apr· il th t 

ye r, 225 v hicles were s olen at gun - point from motor· s 

(W rutere, 1992]. In letms of h mak s stol n, th favour i 

v h"cles w re h Toyo a passen r carR and p"ck - up . 0 E ou 

o SIX v.hi les t portt~dly stol .n in N irobi dut·iug he fi 

on hs of 1991, w a Toyota Cot·o (Waru ere, 1992]. Th r on 

advanced to this ~as that the vehicles could be asily dtsmantlcd 

nd par parts finding hei ways in o shop helv wh r 

d nd for such was high. Other makes Rlolen included Mitsubi hi .. 1ssans, rc d Benz Land R>vers and oth r xpen ive 

m kes [Warutere, 1992:2]. 

Th perc nlage of vebi le recov red al o de 1 ·ned. I had n 

reported that by 1992, mote thon 60 per cent of lhe cars stolen 

w re nev r r o [Bennet, 1992]. Around July 1992 when he 

theft crisis hit the press, especially thef of vehicles 

13 



belong"ng o diploma s, h r w cur"ty op ration nd h 

th ft was r duced by or than 30 p r c n • nd h l cov y I 

incr s d n rly 0 50 p r cent. This me sur n v r sted for 

loo • nd th recov ry l te declin d to b low 0 per nt g·v n 

th mor than 60 per cent w r n v r recov red r duati, 

1992: 14]. 

Si p e ob. rvation showed that th re we e veh · cles plying t.h 

str·c ts and 0 her public roads with r egistt·at ion numb rs th t 

could no b poss"bly b n allocated to that model. Th r bad 

been new ars which had old registra ion n m rs, here w re 

unregister d vehicl s in open displays in us d c r lot and any 

fully registered vehicl s languishing in police pounds that had 

remained unclaimed. If t.h supe f"cial signs were as glaring as 

that, what then was going on under the surface? It s emed that 

all the systems from th law nfor ers, th motorists and 

insu ance firms appear d to be gui 1 ty of gross n gl igence ond 

in fficiency, with som ~ontain'ng a d gr e of internal collu ion 

with thieves and a few seemed ready to make he commitment of 

t i cost and ffor which a problem of that magni ude 

warranted. 

It should b not d that ome of th se thefts that wer reported 

daily had to b treated w] th caution. The reason being that 

th r 's an underwriting lapse by our tnsuranc firms. It's true 

that during the underwriting of motor vehicle~, very few and 

inf c non of the insuran e firms ever made an ffort to 
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stol n per y by 1992 was less than 10. Henc he con i ion 

ha r 1mposed by lh insurers s r sul of th 'th f 

hav o b r -eval u ted as a resu 1 of th abov factor. 

An in ern tiona} surv y carr'ed out in 992 co ering 14 countr' 

in Europ , showed th t c 1 theft incidenc s had been on th ria . 

Eng and and Wales w re close to th top of the league table · n 

c ar theft. just b .hind France nd A us t a 1 ia. The SUl'V y found 

t hat · n Germany and ether .ands. which had ev n high r veh · cl 

densities than Bri ain, the experience of theft was less than a 

quart r of the thefts in the United Kingdom [Falush, 1991:11]. 

Another study by he Association of British Insurers (ABI), 

show d that Spain had the highest perc ntage (14.6~) of car 

vandalism in 1992, followed by the Uni ed States with 9.7 • 

Canada 8.1~, Australia 7.8~. Scotland 7.7~ and England 7.3%. The 

findings of the survey showed that with some notable exceptions 

such as Swit.zerJand, car rimes were sustained by a wide vari ty 

of argets. In countries where there were ver·y many bicycles, 

th r were more th f s of these. This explained he low car heft 

rate in the Netherlands, where the wide availability of bicyclts 

mad these a much more convenient target [Falush, 1992: 12]. 

Another study done in Britain, showed that motor theft increased 

in 1992 by 18% on the top of the rise of 104~ during th 1980's . 

A later study by th crime prevention unit found that while theft 

and unauthorized taking of vehicles grew, theft of property from 
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eh ' c s r'" ev n r [Fa u h, )992:21]. In Britain y 992, 

h t• tio w s 34 th fts p r 1000 v hicl s y ar, g in t 17 p r 

1000 · n 1980 (Cann r, 1992:11]. 

E v i d n c e f r· om G t man y i n 1 9 9 0 howed th t the r e of vehicl 

th f per 100,000 inhabi ants wa 115 og inst 974 in England nd 

Wales. Howev r, th ft from Germ ny vehi lea continu d to grow 

wi h a le el similar to that of Rngland and Wale {Falush, 

1992: 3 J • 

In Kenya, it was s i at d that by 1992, he hef had increas d 

by 70 per cent and trends indicat_d that it would surpass the 100 

per cent eve 1. [Mwangi, 1993; 4). 

What the police and insurers have beP.n addressing end what 

motorists have ben aware is that they hov not only been dealing 

with hooligans, but with a very incr asingly professional and 

ev'dently highly organ·zed opposition, not only ·n K nya, but 

through out the world. All the conventional control systems s m 

to have b en breached and routin ly by passed by both fr e-lanc 

and syndicated car theft operations. 

Wh n the hefts were noticed n the nuddle of 1989, insur nc 

companies had to dopt a new kind of d ve 1 opmen t. This was by 

off ring discounts on premiums for motor vehicl s which had b en 

fitted with specific anti theft devic s. During the peliod, one 

insuranc company could not insure a Mitsubishi Pajero (Th·s is 

th ti e they wer· being stolen most) unless it had been fi · ted 

17 



with an ant - th f dev·.c [Mbugu , 1991:31). 

A good nuab•r of insuranc co•p 

while a f w others offer d excess 

a v hicle was tol n and 1 had b 

· s off red uch d' counts, 

requir m nts on claims in • s 

n fi d wi b he re ommend d 

anti-theft devic 

aived a 10 per 

The American Life Insurance Company {AL TCO) 

nt xc ss on tihef laias n su ·h cas 

How ver, the company insisted t h t at 1 east two security gaclg ts 

certified by the Au omobile Asso iation (AA) should be fitted in 

the vehicle. Other companies also offc red premium discount 

and/or waived the excess [Source: Executive, 1991:23]. By 1992, 

most firms had don away with the waiver on th. claims xcesse 

by raising the motor th ft excess s by b tween 20 - 25 per c nt 

as a result of the increased mo ot thefts (Wa u ere, 1992]. Th 

number of recommended anti th ft devices also incr used and 

oth rs d1scarded by insurance firms (Mbugua, 1991:32). 

So e firms did away with he No Claim discounts. Henc , when a 

motor vehiLle was stolen, the own r not only lost the convenienc 

available, especially wit.h a private car, in most cas s the ownc~r· 

lost the 'No- Claim' discount and bed to pay th:. excess 

1equiremcn which #ould b upto 25 per cent of he value of t.h 

car, depending on the policy of th insurance company. Fo1 

in taoce, in 1991, a Mitsubishi Pajero valued at Kshs. 1,000,000 

would b given a comprehensive insurance cover by one insurance 

company at an annual pr mium of Kshs. 85,000. In add'tion to the 

ptemium, the policy holder was bound to pay an 
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e ce of 2.5 p r c n of he val or a th ft clai11. Jf 

Paj ro was stol n, h own was r qui d o p y up Ksbs. 25,000 

as x ess b for h could get h d · ff r nee of Kshs. 975, 000 

( bugua, 1991:31]. 

In 1992, the Associ tion of Kenya Jnsur rs (AKJ), came up with 

n w unde1writing m asure that w s to be adopted by insuran 

fir s. The new measure was to prot cl h f'rms from adverse 

claims resulting fr·om motor th f s. The m asu r invo 1 ved motor 

valuation and the type of anti - theft devices required. Before th 

new 1·ule of the typ of anti-thef devices, insurance compani s 

were merely insisting that motorists install 

systems before th y could provid cover. They 

vehicle secur'ty 

recommend d lists 

of alarm systems on an ad-hoc basis. This move resulted 111 

several consequences:-

1) The i ncr ase in demand d to 1 arge number of veh i cl 

security syst ms flooding the market wlthout any control 

on quality and p rformanc 

2). Insurance companies approved any system which appeared 

to them as 'Good'. No technical assessment was made and 

consequently virtually any system which appeared 'Good' 

was approved. 

3) Insuranc companies and brokers were unable to maintain 

up to da t lists of approved systems, and consequ n tl 

the procedure of lists of approved systems broke down. 

So long as a system was present, cove was given. 
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Th n w rul was o b ·ng order ·n o th nsur n an the an i 

theft gadge induslr ' s. It recomm nded tha :-

a ) All v hi 1 irre peclive of v lue w r to have car 

id ntity. 

b) V hicles va ued upto Kshs. 150,000 were to hav a visua 

deterrent such as a steering clamp and r v rse gear lock, 

whil an aud·o alarm was o be fitted if lh e wer 

attractive accessories on or in the vehicle. 

c) V hicles valued at Kshs. 150,000 to Kshs 300,000 were o 

have an engine immobilization device plus an audio alarm 

if attrac ive accessories were fitted. 

d) Vehicles valued from Kshs. 500,000 to Kshs. 700,000 were 

to have an approved remot controlled alarm sys em. 

e) Vehicles valued above Kshs.700,000 were to have more 

laborate protective systems. The syst had to includ 

a rever·se gear lock or Mul -T-Lock and visual 

identification. 

The rule went on to sta e that n joint Association of Kenya 

Insurers and the Kenya Motor Industry ssociation would maintain 

a list of suppliers of approved anti theft devices which w ~ r 

already in the market. The procedure for approval of gadg ts 

would be to submit to th Kenya Motor Industry Association, who 
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wou d prov · d re om nd ODS to AKl 88 0 lhe ffectlv n s of 

th gadgets befo AK COilll nded d vic [Makokt 

1993:16]. 

I was also r comm nded lha 

could not be expe t d to b 

were averaging Kshs. 15,000 

veh'cles valued b low Ksh • 100 000 

fit ted with anti-th ft dev i es whi ,h 

or mor n he Dark Such vehic 

it was not .d, would be difficult to be insured. Sonte compani s 

v n i posed a more lnbora m asur wh r al v h'cl 

r gar dless of value or class were to be fitted with anti th ft 

dcvic s b fore th y could b in ur d. 

Other insurance companies contemplated doing away 

th ft cover al toge her as a re ul of th big 1 oases xper i enc 

in their motor ac::counts. Oth.r fir·ms consid red wh ther· to 

provide li ited coer or no to insur v hicle at all [Makokh, 

19 9 3 : 1 5 ] • A 1 t hough t he a b o v e m e a s u res w e r• e ffect d, f' r·m 

continued to 'ncr ase the'r pr m'um rates. According o AKI, the 

increase in premiums was attributed to the fa t that he the t. 

esc lated to a vel no one antic'pated. Insurance companies th n 

tr ated th thef three · as a high risk, and even if conditions 

wcr imposed to motori s, the premiums were bound to i ncreas . 

It was estimated that by the nd of 1992, lh pr miums had 

increased by 20 p r cent up f om 5 p r cent in 1991 [Benn t, 

1993]. 

A study don n Britain, showed that in 1992, 86 per cent of the 

v hicles in Bri ain h d been fitted with som form of anti -

21 



h ft devices as d m nded by insurance firms {Falush, 1991). ln 

A rica, he motot· t.nsurance indus ry in roduced th th f 

xce s, · aposed r · ng lo d ngs on ta g t vehic lea and in som 

c as s" withdrew from certain sec ors of he • rket. There w 

c ons ' d rab e improv nt in the d tection of fraudulen h f 

c la ' m as a r su1t of the improved and mor detailed information. 

Th loadings for un guroged cars ·n certain inner city areas of 

A erica was undert ken by the insurance firms [Woodward, 

1992: 27]. Firms also of'fer d inccnl'ves f'or f' · tting ual i y 

alarms, and security devices was taken as part of the i nsuran e 

packag . In Germany, the i nsuranc indus l y ins· sled on taking 

spec'fic security m asures such as he standard coding of aud'o 

e quipment in vehicl s [Mor on. 1991: 13]. ln 1990. the Associat 'on 

of Bt i tish Insurer·s {ABI) undertook a sear·ching review of th 

vehicl rating sy tem which was 1 ikely to favour thos model 

whic, h incorpot·ated features such as alarms, locking wh el nuts 

and sophia icated door locks. This involv th etching of 7 

digit vehicle 

1990:6]. Such 

identification number on windscr ens [Sebastian, 

a mov had already b en put in us in lhe Un · ed 

Stat s, Japan and South Africa. The system had a unique and 

c learly visible numb r which incorporated information such as th 

mak and place of manufacture of th vehicle. Fixed on th 

windscr en, just b hind th dashboard here it was bonded to th 

body wo k. It prov d a majo exer ise in curbing heft to a larg 

e xt nt [Sebast'an, 1990:7]. 
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OTOR RISKS A D 

COYER Il!!tf 

In ur nc of h o or v hi cle r ks ha b en dop d 0 d 

with he 'motot· v hicl problem'. Motor v hicl scan 1 tg ly b 

div"d into two 1 fo nsuran purpo s. Th priv t moot 

vehiLle and th comm rcial •otor vehicl polici s. Although ther 

ar differen polic · s for the two cla s of hie th 

poliLies i sued tend to cov r the same risks. The type of poli~y 

that an individual purchases has go a b aring on the lype of 

needs that ar to b cater d for. 

Although th re ar thr e (3) policie that are issued by 

insut ance compani s in Kenya, th 

take care of motor thefts ar 

only re 1 evan po 1 i c i s t h t 

( 1) Third party fit and theft 

(2) Comprehensi e policies 

The insuranc ( Motor V hicle Third Pa ti Risk ) Cap 405, Law 

of K nya, which d als with th"rd party liability, end has no 

cover for the loss ot· dam ge to tl e policy holder's car. It's h 

minimum cov r a policyholder can g from n insuranc company. 

2.5. l.TlliRD PARTY FIRR AND TIIRFT COVRR 

Th disadv ntage of third party only policy is hat it does no 

provide any cov r for th loss or damage to lhP. policy holdet·'s 
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r. h Th'rd Par y ir nd Tb ft co r s no u ory 

requir m nt. 

The K ny Penal Cod CAP 63. secl'on 268 (1). includes in it 

defin't'on of theft, the words, .......... the inten 'on of 

perman n ly d pr' ing'. I 's hen usu 1 to ·nclude loss or d mag 

1 aused by unaulhoriz d use of the v hicle under this policy. If a 

vehicl · s damaged whi 1e in he hands of lh · ves or during lh 

course of attempted th ft, th cost of repair'ng such damage will 

be paid by the insurers under the 'thef section of their 

policy. The cost of protection and reDioval to the nearest 

suitabl repairer and back to he insured's last known address is 

also covered {Pellet and Ransom, 1991:3/2]. 

The insurers will also pay the cost of repairs or compensate the 

policy bolder if he car is; 

a) Damaged by fire, lightning or xplosion. 

b) Damaged during attempt d theft or when the car is 

stolen. 

c) Stolen bu no recovered. 

In addition, the insuranc · ncl ud s the car's spare parts and 

accessories whil k pt in or on the car, or while jn the 

insured's gat age. If the car is damaged beyond e on om i c repair, 

or tolen and not 

loss settlement 

recovered, the insurer will negotiate a total 

with the policy holder. The maximum amount 

payable in these circumstances is lhe market value of the car, or 
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b oun or >h. c c r s n hich v r 

noth l" 0 on whi in r r h in ac 0 d n wi h h 

0 th . 
r pol"c· i to pl h b t y ly r c r 

u of thl 0 t. 01 i th c i Ol th 11 y old, d p n h 

on co p ny' po on the ag nd p y nt of the tol n or 

d d 1 i le. insur l s in K ny • u ually p y h su 

in ur d b cause th mark t pric of th ehic r u uall 

mot th n lh su in ur d at he im of lo 

Rxce tions to 

All ·nsuranc polici s do contain exceptions. Th tr purpo e is t 

~ake clear o all cone rned what h pol"cy do sand do sn' 

cover. As for· at emp ed theft or ctual th~ft, th insur· r isn' 

liuble; 

1) Unless h p rson who lai s ind mnity under th policy 

t 1 ms of t h. policy as they pp ly to observes th 

hi . Th i i a condi ion preced n to indemn"ty. This 

clause appli s bolh to th policy holder and ol:h rs wh 

ay driv ·he c r or who y claim ind mnity v n i 

thy were not dt iving. H nee, if a priva e v h c;le w s 

us d for taxi bu ness aga"ns th terms of the policy,in 

cas th vehicl was olen, an insut once fit·m woul 

r pudia h contract for br ach of th policy t 1ms. 

2) If the petson claiming ind nity enti led to indemni y 
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und r ny o r policy. Th s is du to th p inc"p of h 

ccm~ribution ond'ition. In ~sea olicy hold r's v hicl 

is da aged during an attempted th ft or stolen nd not 

recovered nd it's established that h had nothet 

insurance pol "cy covering h sam risk, the insure will 

not pay th 

principle. 

whol amount b caus of the contribution 

3) For any loss or damage which occurs wh "1 the v h · cl 

insured s being used for purpos s outside the 

description of use in the c tificate of o or Insurance. 

If a privet vehicle is damaged during attempted theft or 

s to) en whi 1 it was engaged in commerc a purpos s 1 · k 

taxi driving, th insurer wi 11 not be 1 iab 1 e. 

) For the consequences of war, invasion, ac of foreign 

en my, civil war, rebellion, revolution, xcept so far as 

i 's necessary to meet 

Traffic Act. 

h requirements of th Road 

5) For any loss or damage ar"sing during or in consequenc 

of earthquake, riot or civi 1 commotion. 

In addition to those gen ral exceptions, insurers usually apply 

the following exceptions: 

·) Loss of us , dept·ecia t ion, wear and tear, mechanical or 

el ctrical breakdowns or failures. This is because th 

purpose of insur nee is to provide protection against 
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b ch are 

hue bre k 

specify certain sources of loa 

coaprebeneive and not as collision. 

loss caused by falling objec a, fire 

o cone ru d as 

of '1 ss o 

theft or cl he • 
explosion, vandaliaa, or aal c ous a chief ar 

as coaprebenaive. 

o be o at ued 

The two aain sections in a coaprehenaive policy a e:-

a) One covering liabilities to Third pa as and; 

b) One covering daaage to or loss o the pol cy 

holders cars. This is also called the 'own daaafe' 

section. It's the sect ·on that deale with ao or 

theft and o her aotor risks listed above. 

Exceptions to 'Own Da.age' section. 

The exceptions aentioned in connection with Third Party Fire and 

Theft covers, also applies in the own daaage section of the 

coaprehensive policy. 

A rela eel atucly as one c rried ou 

Britiab a io 1 Autoaobile 

inves ••ted he underwri iDI p 

firae ae a reeu of the theft r • 

and t ra 1 
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CJIAPTRR 3 

3.0. RESEARCH DBSIG 

This was udy h inv st ·ga d h mp icat "ons of mo or 

thef to the und rwrit'ng pt ctic, 1n K ny in th p riod, 1989 

992, and th r t"ng factors con "d r d by insur nc: f'rm 

before a v hicle was insured due o the i lCl eased natut· of th 

motor thefts. 

3.1 THE POPULATION 

The popula ion of inter st 1n this study consist d of all 

insurance firms underwriting motor Lusin~ s ·n Keny by 0 cmb r 

1992. A l'st of th se compan"es was obtain d from th office of 

the commissioner of insurance. By 1992, ·he to el insursnc~ 

companjes lhat were underwriting motor insuranc were 35. [Se 

Appendix l]. 

The 35 I nsu ranee Companies were con tact ed. 'fhis was becaus t h 

population 

from the 

ti of th 

in he d 

was small and also to make concrct n raliz tions 

a · a analysis. Only 30 insurance firms re pond d by th 

deadline and the'r re ponse was the on that w sus d 

analy is. 

~.2. DATA COLLECTION METHOD 

A qu s ionnaire [S e App ndix 2'8] was u ed to coll ct h 

n ce sa y information. The questions ask d w re derived from th 

objectiv ~ of th tudy and the lit ralure review d. Th 
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u tionnaire was o try nd find ou h motor r in f or 

the were consider d befor vehicl coul b • in ur d, nd h • 

various underwri n mcasur s insur nc · rms b d tak n 

result of the motor hefts. It also tri d to find ou whelh r or 

no in the insurers opinion, the und rwri ing m sur s h d ny 

positive effect so f r. 

Secondary da a was collec cd from lhe Associ tion of K nyn 

In urers office, specifically industry wide d ta on h"cl 

thefts and losses to insur rs. 

3.3 DATA ANALYSIS 

DesGr·p ive sta · cs as used in h nalysis of th data 

obtained. F'actot analysis was used to determine th mos 

i port ant factors insurers used for mot()r rating. The anal sis 

was per formed on the seventeen (I 7) at l: r · butes. To exam in~ t h 

factors, he nttr"bules w re rank d on th bas·s of th bighes 

av~1· ge importanc r a ing on a fiv _ poin 

th first objer.tiv'. 

s·nce th study was an inves · gativ 
" 

scale, bus hi ving 

one, proport"ons, 

p rc ntag s, simpl_ frequ ncy t bulations were us d in ord r to 

achieve the second oh ·ec ive. For xnmpl perc ntages w rc used 

to determine the x ent o which rtain organizations undertook 

a particular underwriting measu e. 
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CIIAPTBR 4. 

4.0. DATA ANALYSIS AND PRBSENTATIO OF FIND) GS. 

Th's chapt r docum nt 

area of inqu'ry of 

pr•senled by the us 

and discuss the f'ndings on th sp cifi 

he s udy. R suits h v been su mar 'z d and 

of t bles, l major me hod of analys"s 

being the us of pro1 ot ions. Facto nalysis has 0 J II US d 

to g"ve results on the important r ing mo or ra ing fac ors du 

to the motor vehic1 thefts in period, 1989 - 1992. 

4. THE RESPONSE RATE. 

The effecti e response rate of he guestionn ires of th 

insurance companies was 85. 7,. . Out of the 35 qu stionnaires o 

the nsur nc co panies, 30 wer r turned wi bin h tim lim"t 

s t. Of th 30 which were received within th m limitation, 

coul used s th y were not fully compl ted as som 

crucial information was 1 f out. 

4.2. PRESR T TION OF FINDINGS. 

Two major qu stions wer t ised in th statemen of th pr·oblem 

th was researched in hi study. Pr,e nled ar the findings 

that go towards answ ring hese qu stions. 
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4.2.1 FACTOR ANALYS1S 

Factor analysis was done on question 2 of h questionnair . Th 

table below shows th s ate• nts in the qu tionnaire. 

TABLJ\ 1. THE MOTOR RATING FACTORS. 

STATEME TS I THE QUESTIO NAIRE 

1. The usc to which the vehicle is put. 
2. The type of car. 
3. Presentation of r 1 evant documen s such as a log book. 
4. ge of the driv r. 
5. Claims/Insurance history. 
6. The cover required. 
7. Ownership of the v hicle. 
8. Cubic capacity of the vehicle. 
9. Range from policy bolder's hoM~ base. 
lO.Volu of the vehicle. 
ll.policy holder s gender. 
12. ature of the r'sk. 
l3.Make of the vehiGLe. 
14.Model of the vehicle. 
15.The accelcra "on/Top speed of the car. 
16. Whether the vehi c 1 e is an imported one or not. 
!?.District of garag . 
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T BL 2. 
-------
Th bl b low ho th u m ry t i cs r l ng to h 

v riables (factor· ) of qu st'on 2 0 h u tionn i I . I v 

th v ra • mod ~ nd s nda d d v lion . 

SU MARY STATISTICS OF THE MOTOR RATI G FACTORS 
------------------------- -----·-----

SUMMARY STATISTICS. 
------------------------------ ----------------------------

Average Mod stand rd de iat'on. 
---------------------------------------- ----------- ----------
1. 
2. 
3. 
4. 
5 . 
6 . ... 
I • 

8. 
9. 
10. 
1 1. 
12 . 
13. 
14. 
l-. 
16. 
17. 

3.3 
.4 

3.8 
2.3 
4.1 
4.4 
4.1 
3.0 
2.9 
4.9 
1.5 
4.6 
4.7 
4.4 
1.9 
1.7 
4.0 

4 
5 
4 
1 
5 
5 
5 
4 
2 
5 
1 
5 
5 
5 
1 
1 
5 

From the table, 1n urers rat d th 

1. 34 
.97 

l. 11 
1. 00 
1. 21 
.93 

1. 12 
1.22 
1. 39 
.44 
.98 
. 97 
.76 
.97 
.90 

1. 01 
l. 43 

following st t m nts a very 

i mpot· tan or impotlan, 2, 5, 6, 7, 10, 12, 13, 14 and 17. Thus, 

insurers rat d th type of car, cl· ims or insuranc history, h · 

c over r quired, own rship of th v h ' c1 • value of the v hicle, 

n a ture of the risk, mak of th v hicle, model of th vehicl and 

d's l r i c of garag s very ' mport nt or importan r ling factors 

d ue to h theft risk. 

In sur r how e v r rat d he following stat m nts a very 

uni por ut or uni portan , 4, 11, 15 and 16. Thus the ag of the 
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driver, policy hold r's n r, th cc ·on/ o p d of 

th car and whe h r· the v hicl i n i port d on or no , w r 

rated as v ry unimpor ant or un"mpor ant ra "ng fa_ or . 

On aver g , insur· r ne i h r r·at the ollowin t t m nt 

very un"mportant nor v ry importan • 1 3 nd 8. ll nc I h us 

to hich the car i pu , pr sentation of t 1 vant loculllenta uch 

a log book and a regs ra ion nub rant cub· paci of th 

vehicle w re neither ra ~d very · n port an or v r·y un impur tan • 

An analysis of th mode of Pach qu "ndicat d that in urers 

rated the following statemen s as ve y impor·tant, th type of the 

car, claims/insuranc his ory 1 co er requ"r d, own rship of h 

v e h i c 1 e , v a 1 u e o f t he c a r , n a t u r· e o f t h e r i s k , m a k e o f t h e 

veh"cle, model of the vehicle and d" r·c of garag 

The mode of respons to lhe 17 motot rating factor·s impli d thal 

in urers agreed hat mo t stat ents wet ver i port n or 

important except for statements 4, 9, 11, t5 and 16 which wer 

rated as v ry un"mportan or uni portant. 

The standatd devi ion ries o justify the responses of th 

nsurer , hereby the 1 ow r th nd rd devia ion, th u tt. 

he var i ble in d termining the importanc of h factot Henc. 

i n surer s a reed hat factors 6 , 1 0 , 11 , 12 , 13 , 1 4 and p: we t" -

i por aut rating f ctors as xhibited in the'r low tandard 

d vialions. 
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TABLE 3. COHRELATION MATRIX OF THE MOTOR RATING FACTORS 

--------------------------------------------------------------------------------
l. 2. 3 4 5 6 7 8 9 0 ] 1 12 13 14 15 16 17 

l. 1 - 1 .55 . 53 .28 . 12 . 12 . 51 .26 . 14 - .06 - .19 - .27 - .01 .03 .05 - .2tl 
2 . 1 .18 - .01 .03 2 . 43 .29 .46 - .07 - . 14 • 51 .37 .36 .16 .05 .45 
3. 1 . . 31 . l 9 .38 .32 .09 .07 . 16 .06 .2G .06 .05 . l g - . 25 
4. 1 .64 . 13 .18 .05 .00 .07 .07 . 18 - .10 . 09 .07 .09 - . 2 
5. 1 .OR .36 .09 .20 - .02 . 15 .07 . 16 - .] 0 .31 . :n - .ll 
6 . l .49 .04 .24 .34 .05 .73 - . 10 .28 .07 .29 . 3 l 
7. 1 . 29 .54 .21 .30 .49 .20 .07 .23 .23 .25 
R. 1 .56 . 16 .00 .00 .09 .22 .24 .36 .03 
9. 1 .25 - .02 .18 . 1 2 - .02 .30 .15 . 3 
10. l . 16 .37 .25 . 02 . ~r .19 . 20 
l. 1 .14 - .23 .18 .07 .04 .ltl 

12. 1 . 10 .24 - .06 .16 .36 
1 :L 1 .31 - .32 . 02 .31 
14. 1 .19 .28 . 26 
15. ) .14 .20 
16. 1 .08 
1 7. l 
----------------- ------------------------ ------------------------- --- -
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The correlation matr'x tab] which was t h b sis of g nerat i ng 

the factors, variables (factors) 1 and 3. 1 and , 2 nd 12, 7 

and 9 and 8 and 9 w re found to h v 8 ai rly high posi i v 

correlation. Whil f ctors 4 and 5. 6 and 12 were found to ha 

a positively high correlation. For instanc , the cov r requ'red 

cortelated highly with the nature of the risk. 

further look at the correlation matrjx table showed hal 

factors 4 and 9, 8 and 11. 8 and 12 had no correl tion at all 

i.e. uncorrelated. For exampl , th cubic capacity of he vehicle 

wa found to be uncoreelat d ( 100%) with the pol i .y holdet 's 

gender. 

Var . ables 1 and 17, 3 and 17, 4 and 17. 10 and 15, 1 1 nd 13 • 13 

and 15, were found to be weakly n gativ ly correlated while 

variables 3 and 4. 3 nd 7. 2 and 7, 5 and 7. 7 and 12, 8 and 6, 

9 nd 15, 10 and 12, 12 end 17, 13 and 17, we r· found to be 

pos'tively weakly correlated w . h the rest of the uriables. 

Factor analysis proccdur , extrac s principal co onen fro a 

correlation matrix. It's also technique of nalysis of 

studies of in erdep nd nc wh r the v riabl s hav qual 

chance, and th analyst is mainly cone rned with the s t of 

r lationsbips mong variables. 

37 



TABLE 4. COMMU ALITIBS or !HI MO 0 RA!I G AC~ 

----------------------------------------------~-~--~---------~-~~ VARIABLE COII4U LI'f (PLACID I 
CONN 

Ll 

----------------------------------------------~-----~-----~------
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 

10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 

.77 
.90 
.67 
.'1'1 
.64 
.76 
.73 
.84 
.84 
.89 
.76 
.83 
.69 
.80 
.74 
.44 
.68 

*Communalities tell you what propor ion of the variability of each 

variable (factor) is ahar d with the othe variables in th da a. 

For exaaple, 90- of variable (fac or) 3 ia involved in he 1 

f~ctora. It can then be deduced that variable 5 ranks low in 

teras of ita contribution o the fac ora. 

38 



~TABLE 5. EIGE V LUES OF TH MOTOR RATI G FACTORS. 

------------------------------- -------------- -
FACTOR EIGR VALUE* PERCENT V RIATIO 

------------------------------------------
1. 3.86 22.7 
2. 2.92 17. 2 
3. 1. 74 10.2 
4. 1. 71 lO.O 
5. 1. 28 7.5 
6. 1.15 6.8 
7. .98 6.0 
8. .93 5.5 
9. .64 3.8 

10. .47 2.8 
11. .40 2.4 
12. .28 1.7 
13. .23 1.4 
14. .15 . 9 
15. . 11 . 7 
16. .07 .4 
17. . 02 . 1 

CU MULATIVB 

22.7 
39.9 
50.] 
60.2 
67.7 
74.5 
80.5 
86.0 
89.7 
92.5 
94.9 
96.5 
97.9 
98.8 
99.5 
99.9 

100.0 

The statistics in table · ndi cate how well each of the f ctors 

identified, r the data from all th respondt!nts on all the 

rating factors. For exampl , factor 1 xplains 22.7% of h total 

variation, or 39.9% of th# variability is c counted fo · by th . 

first two factors c.t.c. 

In this roea ure the high st eig n values which were x ract d 

were six (6) principal fac:tors i. factors 1, 2, 3, 4, 5, and 6. 

Th igen values are proportional o the v riaoce accounted for 

by each of th factors. By choosing the high t eigen values th 

analyst can d ci de which factors to x t rae t fot further· nnal ys is. 
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TABLE 6 INITIAL FACTOR MATRIX OF THE SIX PRI CIPAL FACTORS AND · 

THE SEVENTEEN MOTOR RATING FACTORS 

-------------------------------------------------
FACTOR 

1 

1. . 25 
2. . 65 
3. .43 
4. .33 
5. . 38 
6. . 70 
7. . 78 
8. .52 
9. . 65 

10. .35 
11. . 21 
12. . 65 
13. .05 
14. . 35 
15. . 23 
16. .43 
17. . 41 

FACTOR 
2 

-.72 
.41 

-.61 
-.62 
-.57 

.26 
-. 10 
-.23 

.03 

.19 
-.09 

.37 

.57 

.30 
-.23 
- . 06 

.61 

FACTOR 
3 

.04 

.25 
- .15 
- .37 
- .06 
- .27 

.08 

.37 

.60 
- .36 
- .22 
- .35 
- .05 
- .31 

. 68 
- .29 

.27 

FACTOR 
4 

- . 43 
- .07 
- .08 
- .01 

.19 

. 30 
.30 

- .56 
• 11 
. 21 
.39 
.29 

- .57 
- .31 

.41 
- .25 

.11 

FACTOR 
5 

.09 
- .50 
- .26 

.25 
- .04 

. 1 

.12 

.13 
.27 
.68 
.36 

- .05 
- .11 
- .34 
- .08 

.13 

.13 

FACTOR 
6 

- .08 
- .07 

.13 
- .27 
- . 15 
- . 15 

.02 

.23 
- .15 
- .30 
- .61 
- .24 
- .18 

.52 

.06 

.29 
.11 

The table above shows the correlations between the six (6) 

principal factors extracted and the 17 variables. The first 

principal factor loads heavily on variables 2, 6, 7, 8, 9 and 12, 

while the second principal factor loads heavily on variables 1, 

3, 4, 5 and 13. Factor three loads heavily on variables 9 and 15, 

while the fourth factor loads heavily on variable 13. The fifth 

principal factor loads heavily on variables 2 and 10, while 

factor 6 loads heavily on variables 11 and 14. 
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TABLE 7 • THE FINAL VARHtAX ROTATED FACTOR I TRIX OF THE IX 

PRI ClPAL F CTORS A D THE SEVE TEE OTON RATING ACTORS. 

----------------------------------------------------------
F CTORS FACTOR 

1 
FACTOR 

2 
FACTOR 

3 

--------------------------------------
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 

10. 
11. 
12. 
13. 
14. 
l . 
16 . 
1;. 

-.30 
.66 
.07 
.16 
.18 
. 84 
.61 

- .12 
. 29 
• 25 
• 1 0 
. 88 
.0 9 
.21 
.13 
.12 
.49 

.70 
-.06 

.73 
.65 
.84 
.11 
.25 
.21 

-.01 
-.03 
-.04 

.04 
- .34 
-.05 

.05 
.20 

-.53 

.41 

.35 

.16 
-. 10 

.13 

.02 

.43 

.82 

.86 

. 19 

.01 
-.06 

.09 
. 01 
.44 
.20 
. 35 

FACTOR 
4 

• 04 
.30 
. 25 
.01 
. 17 
.13 

- .02 
.34 

-. 11 
-.0 

.21 
. 10 
. 3'1 
• 87 

-.38 
.48 
.11 

AC OR 
5 

- .05 
-.37 

3 
-.05 

.20 

.06 
. 34 

-.04 
-.07 

.04 
-.84 

• 01 
. 62 
• 0 l 
. 24 
.19 
.05 

FACTOR 
6 

. 15 
- .33 
-. 15 

.06 
-.04 

. ll 
.01 
.Otl 
.08 
.09 
.08 

-.06 
.25 

-.oo 
- .57 

.28 
-.01 

The final varimax rotat d factor table gives the revised 

initial £actor matrix after i had b en orthogonally ro a d 

using the varimax procedure. This proc dure tr'es o simpl'fy he 

columns of fectot· matrix by making al] the value. clos o · h r 

0 or l. 

The matrix table gives lhe term'nal olu ·on of th f clors. 

S i n e i t • an or t hog o n a 1 fa c t o t' m a t r i x , i represents both a 

pe rn and struc ure m tr'x, i. . th coeffici nts in th mn rix 

both repr s nt regression weight nd corr 1 ion coeff'cicnts . 

The loadings in a given row repr n regrc ·on coeffi ci en t of 

factors that describe a g1ven var'ab 
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In the fiual variaax rota d a rix able, r 

12 load heavily on princ p 1 facto • va abl 

load heavily on principa 

variables 8 and 9, whil 

factor 5 loads heavily o 

ac or 2. r c or 3 

acto 4 loada hea il 

riablea and 13 

factor 6 loads heavily on variable 0 a d 15 

The iaplicationa of the ariaax ro ed ac o 

in table a. 

2 

3 

7 

TABLI 8 'l'RI SIX PRI CIPAL PAC!ORS AS RBLA'l' D '1'0 'l'BB s•a1tVllltii:W!• 

O!OR RATING F C'l'ORS ________________________________________ _......, ________ _.,.. .. 

1. The followin• aotor ra in• factor• will aa e or 1 

i) ature of the r"ak 
ii) The cover required 

iii) The ype of car 
iv) Ownership of the v hicle. 

2. !he followin• aotor ratin• factors will aa e fac or 2. 

1) Clai•a/Inaurance hiatory. 
ii) Presentation of relevant docuaenta aucb a a log ook d 

egia ration nuaber 
"ii) Age of the driver. 

iv) The uae to which e vehicle a pu • 

3. The following aotor a in• fac o • "11 aa e f c or 3 

i) ange f oa the policy holde 'a hoae baae 
ii) Cubic capaci y o the vehic 

4. Factor 4 ariaea out o the follow ng factor. 

i) Model of the vehicle. 

5. Facto 5 ariaea out of the followi a factor• 

i) a e o 
ii) Po cy 

he ehicle. 
older'a •ender 

6. Factor 6 ariaea ou of the follo ng 

i) Value of be veh cle. 
ii) ccelera ion/ op apeed of car 

---------------------------------~-----------~---~~--------------
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Table 8 rela ea he 6 p incipal fac ora o Jae 

atateaenta in the questionnaire. 

The first actor hich extracted, ahowa 

the risk waa the aost ia o tant aoto r ing 

the cover required, next ae the type of the c 

ownership of the vehicle. this iap s that 

principal factor. nature of the ria as the 

rating fac or, though the other three (3) fac o e 

iaportant during the ao o nauring process. 

The aost iaportant aotor rating factor under the 

2 was the claias or insurance history, nex was 

of relevant aotor docua nts such as a log book, 

nc·pa 

pres n a 

o lowed by 

use to which he vehicle ia put. Bence, the aos ~or an 

factor as a eault of the aotor the ta arising f o. fac o 2 

the claiaa or insurance history. 

c 

This reaaoning will apply to princ p 1 actors 3 4 , 6 a d 6 

and hence the aoat iapor ant ao o rat"ng t c ora in u 

considered before inaur ng vehicles were:-

a) a ure of the ria 

b) Claiaa/Inaurance story. 

c) Range froa policy holder's o base. 

d) Mod 1 of the vehicle 

e) of be ic e. 

f) a e of he v h cle 
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4 · 3. 1 UND RWRJTJ NG MBASURRS TAKEN AS ~ RRSULT Q.!. MOTOR TJIKJ'TS 

It was found that the following wer h und w1 'ting m nsut· 

insurance compani s had taken as a r ult of tb mo or th ft n 

the period, 1989 - 1992. 

TABL 9. UNDERWRITING MEASURES. 

Underwriting 
Measure taken. 

: Numb r of compani 
: the h measure. 

that took : Percen age 

Motor Valuation. 
Install tion of 
Anti - theft devices. 
Restt·iction of 
cover . 
Accompan ying 
Business . 
Premium 
Loadings. 
Increase in 
Excesses . 
Inspecti on of 
vehicles befote 
insuring . 
Removal of the 

CD. 
Offering premium 
discounts due lo 
the installation 
of an i-theft 
dev'ces . 

25 100 . 

25 lOOt; 

0 0~ 

15 60% 

25 100% 

25 lOOt; 

0 o· 

16 64~ 

12 
-----------------------------------------------------------------

N = 25 
-----------------------------------------------------------------

The table shows that all insurers h ve undertak n the following 

underwriting measuresj Motor valuation, 'nstallation of anti 

th fl ev ices, premium 1 oadings and increase :in excess 2. 9% 

of the insurance companies had indi.ated the removal of the NCD, 

while 48% indica ed offering pr mium dis~ounts rlu to the 
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installation of anti heft devices. Only 42.9% had indi at d 

that they had taken accompanying busin ss as n underwrit'ng 

measure. 

None had undertaken restriction of cover ond 'nspect ·on of 

vehicles before insuring them as und rwriting m•asures. 

The reasons why all insurance firms had demanded the installation 

of anti-theft devices and motor valuation was that, 

i) AKI had recommended that such easures had to be taken in 

order to reduce the escalating thefts in that period. 

ii) It was the only way of minimiz'ng the rate at which thP. 

motor vehicles were being s olen. 

'Although the insurance companies indicated that they never had 

any inspection unit or department, to avoid fraudulent claims, 

they acquired the serv'ces of motor investiga ors and assessors 

to establish whether the insured suffered loss or not. 

TABLE 10. MOTOR VALUATION 

1inimum value of vehicles 
required for motor 
insuranc (Kshs.) 

o minimum value requjred. 
Ksh • 35,000 
Kshs. 50,000 
Kshs. 100,000 

Number of 
companies. 

18 
1 
1 
5 

N : 25 

Percentage 

72% 
4% 
4~ 

20% 

100% 

The majority of the ~ompanies (72~) indicated that they did not 
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have any ainimum values for vehicles o qualify 0 nsuran 

while one company (4%) had set its minimum value at Kshs. 35,000, 

while another company ( 4%) had indicated the ai ni•u• value of 

Kshs. 50,000, while 20% had indicated the mini•ua value aa Ksha. 

100,000. 

The reasons given by insurance compani s as to why no minimum 

value was required was that: 

i). They had to accept or cater for every group of persons 

who came for insurance for their vehicles, hence no 

discrimination. 

ii). All vehicles whether old or new wer being s ol n 

regardless of their values and hence there was no need 

£or •in'mum values. 

TABLE 11. VALUE OF VEHICLES AND INSTALLATION Of ANTI THEFT 

DEVICES 

Minimum value required 
for a vehicle to be 
fitted with an anti-theft 
device. (Kshs) 

No minimum value required 
Kshs. 100,000 
Kshs. 150,000 

Number of 
companies 

19 
4 
2 

N = 25 

Percentage 

76% 
16% 

8% 

100% 

Majority of the insurance companies ( 76%) indicated that there 

w s no miniaua value required for a vehicle to be fitted with an 
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anti heft device, wh · 1 16 ind · c d shs. 00,000 

minimum value and 8% indicat d Kshs. 

fo a •ebicle to b fit d with an n 

150,000 as th nimum v 

h ft d v·c • 

All the firms indicated that 11 the an i- heft es fitt d 

vehicles wet·e recommend d by AKI and hey h d to have 

following security features: 

1. Revers Lock. 

2. Engine Immobilizer. / 
3. Alarm Systems. 

h 

Although all the firms had indicat d th t fi ing anti th f 

devices was a pre -requisite for motor insuranc , 52% of h 

companies indicated that no t echn i ca 1 ass essu1 n t had been don 

n 

locally to warrant th effective functioning o he recommend d 

anti theft devices. Only 48% indicat d that techni al asses m n 

had been done locally. This was don through meetings with 

security firms and shown ho1o1 th~ s ~urity gadgets perform.d . 

No company had indica ed lhal it h d done away wi h any of h 

motor cov rs. The reasons advanced to it wer :-

i) Clients hose any cov r hey wan .erl, and h r ·for 

the comp n:ies could no estrict cov r. 

ii) The level of car h f s although hi h, could b 

reduced by other measures such as policy- ex• ss, 

an i - thef de ice and high pr miums, th reby not 

affect"ng the profit bility of th ompany. 
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iii) . The motor ccoun s are on of h b gh s arnin 

insurance a counts in t rms of pro itability. 

TABLE 12 ACCOMPANYING BUSINESS DUB TO HR MOTOR TRKFT KUlKS 

--------------------------------------------------------------- -
Type of accompany'ng 
business. 

umber of : 
companies.: 

P rc n g • 

--------------- ------------------------------------------------
l. Personal Accident 6 24.t 
2. Domestic Package 12 48% 
3. Life Assurance 4 16% 
4. Fire Insurance 15 60% 
5. Workmen's Compensation 4 16% 
6. Engineering Policies 1 4% 
7. Cash in Transit 1 4% 
8. No accompanyin~ 

Business. 5 20% 

-----------------------------------------------------------------

From the above table, majority of th companies offered f·r 

insurance (60 ) as an accompanying business, dom stic package was 

offered by 48~ of the companies, 44% offered Burglary insuran 

P rsonal accident polici s were indi ated by 24% of the insu anc 

companies 20.... of the insurance firm indicated that they did 

not offer any accompanying business, while Life Assurance and 

Wonkmen' s Compensation was offered by 16% of the insur nc 

companies. of the th companies indicated that Engineering and 

c sh in Transit policies were iss d a accompanying busin ss s . 

• 
Fire insuranLe and Dom stic packag were the most popular in 

er s of p opl pur ·h sing them as accompanying bus i ncssea. 'l'h 

ain reason for their popularity was that attributed to th fact 
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that in aoat cases, the preaiuas charged were qui e 

the majority of the motorists. 

ordable o 

-----------------------------------------------------------------
TYPE OF VBBICLBS : NUMBBR OF COMPANIES : PBRCB 'l'AGB • 

-----------------------------------------------------------------
1. Private. 25 100, 
2. Pick-Ups. 16 64, 
3. atatus. 15 60, 
4. Vans. 12 48, 
5. Lorries. 11 44 
6. Buses. 6 24, 
7. Trailers. 3 12, 

-----------------------------------------------------------------
The table indicates that private vehicles bad the highest 

increase in premi u• loadings as indicated by all he insurance 

firms, 64~ indicated pick-ups as the type of veh · cles with he 

second highest premiua loadings after private vehicles, wh le 60' 

indicated •atatus, vans (48'}, lorries (44*), Buses (24'} and 

Trailers ( 12'). 

This confirmed what was in the literature review that •oat of the 

vehicles stolen were private vehicles, hence having the highes 

increase in preaiu• loadings. 

TABLE 14. BIGBIST INCRBASB IN BICISS AND TYPI 0 VIBICLIS 

Type hiclea 

l. Private 
2. Lorries 
3. Pick-ups 
4. Matatus 
5. Vans 
6. Buses 
7. Trailers 

Nu•ber of Coapanies : 

24 
20 
16 
14 
10 

8 
4 

Percentage: 

96, 
80~ 
64. 
50~ 
40, 
32, 
16* 



Th b e indica es th t privet v hicl s h d h high s 

increase in exc ss (indic ted by 96% of lhe fiJ s) followed y 

Lorries (80%), Pick- Ups (64 •), Matatus (56%), V ns ( 0%), Bus 

(32~). and Trailers (16%). 

On 11ajor reason why lorr· s had regis cred a h · gh incr as in 

excess (especially the 5 Tone lorr"e ) was th most of th ir 

spare parts could fit quit well wi h the mata u , hence it wa 

se n that matatus played a part in the disapp ar nee of the 5 

Ton lorries. 

TABLE 15 . N C !?_ 

Measure Numb r of : P rcentage. : 
Companies : 

Removed NCD 
Due to the theft 
risk. 17 68 

Not removed 
the NCD. 8 32% 

N - 25 100% 

The majority of the insurers (68 ') had removed the CD as an 

underwriting measure, whil 32% indicated the non removal of the 

CD. 

The insurers who had not removed the CD ind"ca d tha h CD 

had oot changed even after the theft experience. 

Another underwriting m a ure was th offering of premium discount 
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due to the installation of an i-thef d 

shows the results of the s ud . 

TABLE 16 PREMIUM D SCOUNTS 

c Th t bl b low 

-----------------------------------------------------------------
easure. 

Offered Premium 
discounts. 

Premium Discounts 
Not Offered. 

Number of 
Companies. 

8 

17 

N = 25 

ajority of the compani s (68%) indj cated tha 

Pe1cen g 

32% 

68% 

100 

they stopped 

offering premium discouuts, while 32' indicated th y were st · 11 

offering premium discoun s. 

The reasons why majority stopped offering the pr mium discount 

due to the installation of the anti - heft devic s were:-

i) The theft risk became unbearable and installation of 

anti - theft devices was a must in order to make the 

risk standard once again. 

ii). AKI recommended that all insurers had to insist on 

anti - thef· devic s b fore they could insur a 

vehicle, hence lhere was no use of off ring 

discounts to attrac cl · n s. 
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The table below shows wh'ch car mak s huv b n h hard st h 

by the motor theft . 

TABLE 17. MOTOR THEFTS AND CAR MAKKS 

-----------------------------------------------------------------
Rank: Car Makes : Number of Compan i es.: Percen ag : 

-----------------------------------------------------------------
l. 
2. 
3. 
4 . 
5 . 
6 . 

Toyota. 
Mitsubishi (Pajero ) . 
Nissans. 
Isuzus 
Peugeot. 
Mercedes Benz. 

23 
21 
18 
15 
15 

2 

---------------------------------------------------

92!t 
84~ 
72~ 

60~ 

60~ 
8% 

Fx om the table, the Toyota makes w #r stolen most. This is 

i ndicated by 92% of the firms, whi c h ranked it as he f i rst in 

vehicle thefts. The reason advanced was just the sam as what was 

s tate d in th e 1 i terat.urc r·eview. That is, most of the Toyo as 

co uld easily be dismantl d and their spare parts could quiGkly be 

bo ught due to the i r h i gh dPmand i n th market. 

The reason why the Mitsubishi raj ros also xperienced the 

h i ghest theft rate was ha it had a higher valu and was th 

most easily btok n into nm ong the luxury and the most expensive 

vehicles in th Kenyan market. 

Apart from the Mitsubishi Pajeros which was indicated by 84% of 

t he f i rms, the ot her mak es wh ich wer stolen most a s ind i t d b y 

1nsuranc firms were issans ( 72~ ) . Isuzus ( 60.') , Peug ot ( 60% ) 

a nd Mercedes Benz (8%). 
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All he firs ind"cat d th t he pr'v 

most affected by the motor hefts. 

TABLE 18.VEUICLR VALURS AND MOTOR THEF' S 

bicl b n th 

------------------------------------- ---------- -------------
Rank: Value of vehicles (Kshs.): umb ·r o co panie : P rc n 
------- ------------------
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 

800,000 949,000 
650,000 - 799,000 
Over 950,000 

50,000 - 349,000 
350,000- 499,000 
500,000 - 649,000 
Less than 49,000 
All values 

9 
18 
17 
17 
5 

14 
6 
3 

ajority of the insurers (76%) indicated that v hi les who 

value was betw en Kshs. 800,000- 949.000, "'er .solen mo 

followed by vehicles whose value was b.tw en K h . 650,000 -

799,000 (indicated by 72 of the respond ~ts), ov Kshs. 950,000 

(68 of the respondents), Kshs 500,000 - 649,000 {56~), Ksl 

350,000-499,000 {60 ) , 1 ss than Kshs. 9,000 {2 ) and 12 of 

the respondents indicat .d that: all v htcles rcgardl ss of v l c 

were being stolen. 

The reason advanced by ost insurer was tha highly ri d 

vehicles mad thieves o go for th.m b ause the· could sell th 

spar par s at a high r price than lling spar parts of h 

a ake whose value w less than h n w on s. 
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TABLE 19 EFFRCTJVENRSS OF TRE UNDRRWRITTNG MRASURRS 

l. 

2. 
3. 
4. 

Measure : Numb r of respond nts 

Installation of 
anti theft devices 14 
High Theft excess 9 
High Pre iums 7 
Effectiveness not 
yet es ab l ished 11 

P rc nt ge: 

56~ 

36% 
28% 

--------------------------------------- ------------- --------

From the table, installation of anti-theft de ices has 

been indicated by most insurance compani s (56%) as a measut·e 

that reduced the level of motor hefts, this is followed 

by high theft. excess s (36% of the l' spoudents), high prem . ums 

(28% of the responden t.s). 44% of the insurance firms indicated 

that it was not easy to know th effectiv .ness of the 

underwriting measur s they took data on th h ft risks 

before and after the underwriting measure b d not be n 

completed . 
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5.0 

The objec i e of this a o 

ratinc aotor ratin• f c ora and 

insurers oo ae a reaul of he aoto 

- 1992. 

5.1 

Fro• the eaearch findlo•• in chapter 4, a 

be drawn. Theee are diacuaeed in liaht o 

study. 

ral co cl 

0 J• 

0. 

a of 

Accordioa o the au a y etatiati a o a erue aoa 1 • • 

rated he t)'pe of ca , claiae aod ce • o y 

required, o nership of he vehicle al o the h c aa e 

of the r • , •ake of he ehicle a d d a rict o aaraae ae e 

very iaportant or iaportant aotor 1 actora a a eeul of 

the •otor thefts. 

The corre ation •• x indicates a a ro • co rel o b eeo 

age of he driver claiaa aeu ooe ll • or e co 

required aad nature of the riek. The correla io aatrix fora d 

the baa a of he ex a a1e of t aalyaia, the iait 1 

factor •• ix. ie wa here he ac o • ere a nera ed Ia 

initial ta1e, the ype of car, t • co e u ed ownerehip o 
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the vehicl , 

risk, loaded 

cubic capac1 y of the 

heavily on factor 1, 

v h·cl , 

while th 

and na ure of 

use to which 

the 

the 

vehicle is put, presen ation of r levant ao or docu•en s, 

dt·iver's age claims history and veh·r.l make, load d on factor 

2. Range from policy holder's hoae bas nd he accel ration/top 

speed of the vehicle, loaded on factor 3, while veh cle aak 

1 oaded on factor 4. The type of car and value of the vehicle, 

loaded on factor 5 and policy holder • s gender and aodel of the 

vehicle loaded on factor 6. 

In the final varimax ro ated factor matrix, the factors were 

finally generated. The most important factor was the nature of 

the risk. As the vehicle thefts increased dramatically, insurers 

had to re-evaluate the risk facing them. 

The next 

person's 

important factor was the 

past claims history was 

claims\ insurance history. A 

major rating factor because 

rating is based on experience, hence mos insurers would load a 

high premium on a motorist who has had a bad claims history as a 

result of the thefts. 

The range fro• the policy holder • s 

factor. This iaplies that an insured 

home bas was 

whose ho11e base 

the next 

was near 

urban areas was bound to have a high chance of vehicle theft than 

one who stays in a rural setting. This then had to be considered 

by the insurers. 

Hodel of the vehicle was the next iaportant factor. This was 
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because models such T t (DX s oyo s • w t 16 .t.c.). 

Sunny's and Mitsubishi P j ro's wer th mo t stol n v hicl s on 

the Kenyan stree s. 

Make of the vehicle was th next i port n factor. Th ' s w s 

consistent with what was in the liteta ut ~ r view and nsw rs 

gi vee by the respondents where Toyo a. , is ans, Mere d s 8 nz, 

Isuzus, Peugeots and Mitsubishis were the mos stolen. 

Lastly, the value of he vehicle as th next important rating 

factot. Vehicles with ltigher values would generally attract mo or 

thieves and would thus have higher prem'ums. Note that vehjcles 

whose values were mostly over Kshs. 600,000 wer·e th ones which 

were stol n most. 

In conclusion, insurers in Kenya consid r 

as important in rating of motor vehicles: -

TABLE 1. 

SUMMARY OF FACTORS 

-----------------------------------
1. Nature of the risk. 
2. Claims\Insurance history . 
3. Range from policy holdP-r's home base. 
4. odel of the vehicle. 
5 . Make of the vehicl 
6 . Value of the vehicle. 

---------------~------ ---
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5.3 CONCLUSIONS ON TIIR UNDERWRITING MRASURRS 

Th findings showed h t all insur r ook the follow·n 

tion of n i th·f measuresj Motor valuation and the ins 

devices, increase in pr m·ums and exc s 

majority of the insurers undertook we 

(60%) and removal of Lh NCO (64%). 

11 

. Otb r mea u es wh re 

ccompanying bus n ss 

The reason why all all insurers 

installation of anti - heft devices 

took motor valuation and 

was tha their as oc · t · on 

( AKI), recommended such measures and therefore it was some kind 

of compl iaoce though not. compulsory. Due to the increas d nature 

of the motor thefts it was prudent for any insurer to increase 

its motor premium and xcess charg s and that was why all 

insurers increased l heir premium and xc ss charges. This was 

also true in developed na ions where pr miums and execs es were 

increased as indicated in the literature review. 

Insp ct·on of vehicles b fore insuring and restriction of cover 

or doing away with the covers were not taken s und rwriting 

me asur s, and h r son for non inspec ion was that mos 

insur_rs used loss investigators and also most of the 

underwr"t rs didn't hav any time 

to go and investigate (inspect) th 

the insuring proces . 
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MOTOR VALUATION 

aj ori ty of the i nsur r (72%) indic t d th t they didn't ha 

any minimum values for· vehictes to qu lify for insur· n The 

probable reason was that any vehicle could be stolen r gardless 

of value and because of the social asp ct of a busin ss, they had 

to accept any vehic for insuranc lo cater for those w · th 

vehicles whose values were low. 

ANTI THEFT INSTALLATION 

As a result of the recomm ndations by AKl [See appendix 3], most 

fir s insured vehicles with the following features: -

i ) Rev rse gear lock. 

ii) Engine immobilizet·s 

iii) Alarm systems. 

Although such feetur s were recommend d by AKI, most of the 

c ompanies indica ed lhat no technical assessment was don to show 

t he ffe tive fun~tioning of the anti theft devices, thus there 

was a need for a comprehensive t echn i cnl assessmen l 1 ocall y to 

warrant the effective functioning of the devices . 

MOTOR COVER RBSTRICTION 

F ind "ngs revealed thu 

c: over, namely third 

c o prehensive or both. 

all insurers had not done away with any 

party third party fire and theft, 

The reason advanced was thnt the mol or 

account earned more profits than o ·h r non life business accounts, 
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and they could also no d clin to off r o ~r 'f cl en w n d 

to inure h 'r vehicl s w'th any of th cov rs. Another prob bl 

re son was hat most mo orists insur d oth op r s w 

same 1nsurance firm, henc 1 the firm h d to do w y wi h 

the covers most motor"sts would d oy th 

busin sses they had insured with th m. 

ACCOMPANYING BUSINESS DUE TO TOE 

f'rm th 

h h 

ny of 

o h r 

Most companies took ccompanying busin ss as an 

measure. Majority (60 ) indicated fir insurance 

underwri ng 

as on of th 

accompanying businesses and was also the most popular. while 4% 

of the respondents offered engineering polic"es. 

The reason for its popularity was that is premium charges were 

low nd tha most policy holders had oth tangible prop rty and 

the only viable option was to choos fire insurance because of· 

the probability of such property b ing destroyed hy the fire 

peri 1. 

PREMIUM LOADING AND BXCBSSRS 

Privet vehicles had he highest ncreas s in pr miums and 

excesses as indicat d by the responses, that is 100~ and 96% 

respectively. This was totally true as indi at.cd in the 

1 i tera.ture review i. private (saloon) vehicles we c t.he mos 

stol n vehicles ancl logically uoth the premiums and xcess were 

bounrl to increase at a very fast t·at than those of other type of 

veh.icles. 
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0 CLAIM DISCOUNTS 

Most insurers (68%) "ndi ated h r o 0 h CD n 

underwri t · ng measur , wh '1 he res (32 ) h d 0 d tb 

CD. Th prob ble reason jori y of h n ur r r ov 

NCO was that their the£ claims wer 
were bound to lose tbe b n fit of th 

PREMIUM DISCOUNTS 

oo h1 h and h nc 
CD. 

Majority of he responden s (68•) ind"ca d hat they h d topp 

o-ffering premium discounts as a r ul of h installntion of 

anti-thef't devices. Th reason was hat it b came a must for each 

motor i t to fit his vehi .le with an n i- heft dev · c nd h nc 

ther was no use o trying to attrac eli nts to in ure by 

offering premium discounts. 

VEHICLE MAKES AND VALUES. 

Toyota vehicles and Mi subishi Paj lO were the most h rd hit by 

the oto thefts. 'lhe r ason why Toyot nd M"tsub"sh"s were 

stol n most was that th y could ca ily b disman d nd p re-

par·t sold due to h ir high dcm nd. Though th f of ere des 

B~n?. was indicat d by only 8% of th L spoudents, i w argued 

that it as hard to . t al such mak s as lling spar f> rts for 

such a high priced vehicle was qu h rd as comp r d with th 

'Low priced car l . k Toyot nd i sans. J nc it was 

indicated that vehi ~J s \vhose valu between Ks hs. 800, 000 -
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9 9,000 (72~) and K h . 50,000- 7 9,000 (7 ) 

EFFECTIVENESS OF TIIR UNDERWRITING MBASURRS 

s o en mo 

Findings revealed th 

that installation o'f 

u majority of lh in ur rs (56~) 'nd'c ted 

th anti heft devi es had h lp d in 

cu 1 bing the rate at hich motor th f w r being stolen. 

reason advanced was h t they (gadgets) ould d lay or hamp r 

rate of stealing A v hicle han if a v h'cle wasn't fi 

an anti-theft d vic·. Other measures which though implem n d, 

only 36% of the insur.rs indicated th· ff ctiveness of th high 

theft excess and 28% of the insurers indica ed high preu1 i urns as 

an effective measure. 

Even though some firms indicated som form of effectivene 

of he firms indica d that no effectiveness could be 

as data on the effectiveness was not available. Hence it cou db 

recommended that the installation of anti-theft devices, 

theft excesses, and high premiums wer 

could slow but not stop the car thcf s. 

5.4. LIMITATIONS 

The study was mainly constrained by:-

he only measur s tha 

a) lack of data or re earch studies and urtent literature on h~ 

kenyan situation as a result of th recency of the ph nom non 

und r study. 

b) Due to the low capability of t.h computer packag , only 6 
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eigenvalues were ex rae d, nd h nc eo f c or wh' h m y h 

been important could hav b en left out, h.n 

analysis of the factor . 

5.5. SUGGESTION FOR FURTIIRR RESRARCH 

h p ring a total 

Fro his study t her rges a need to un rtak n empi rica} 

study into the various 

writing motor-business 

underwriting methods us d by insur·ers in 

in Kenya, espec4ial yin the last f"v 

years. This is becaus of the underwtiting laps 

as a result of the motor-thefls. 

that has nris n 
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PPE DIX 1. 

INSURANCE COMPANIES UNDERTAKING MOTOR INSURANCR IN KENYA AS 

AT DECEMBER ~ 1992 

1. Access Insurance Comp ny Limited. 

2. African Internation l Insurance Co pany (H) Lim"t d. 

3. American Life Insurance Company (K) Li it d. 

4. Apollo Insurance Company Limited. 

5. Blue Shield Insurance Company Limited. 

6. C nnon Assurance Company Limited. 

7. Concord Insurance Company Limited. 

8. Co- operative Insuranc Service L"mit d. 

9. Corporate Insurance Co pony Limited. 

10. Fidelity Shie d Insurance Company Limi d. 

11. Gate Way Insuranc Company limited. 

12. Geminia Insurance Company Limited. 

13. General Accidents Insurance Company Limited. 

1 . Heritage Insurance Company limit d. 

15. Insurance Company Of East Afric (I.C.E.A). 

16. Intra Africa Insurance Company L"mit d. 

17. Jubilee Insu t·anc Limited. 

18. Ken india Assuran Company Limi ed. 

19. Kenya Orient Insurnnc Company Limi ed. 

20. Kenya ational A surance Company. 

21. Kenya lliance ins ut·ance Company. 

22. Lion Of Kenya In urance Company Lim"ted. 



23. Madison Insurance Comp ny Limited. 

24. Occidental Life Gen ral Assurance Comv ny. 

25. Pan Africa I us uranc Company Limit d. 

26. Phoenix Insuranc Company Limited. 

27. Pioneer Assuranr. Company Limited. 

28. Provincial Company O"f East Africa. 

29. Prudential Assur·anc Company Limit d. 

30. Royal Insurance Company Of East Africa. 

31. Stallion Insurance Company Limited. 

32. Monarch Insurance Company Lim'ted. 

33. Trident Insurance Company Limited. 

34. The Union Insuranc. Company Of Kenya Lim"t d. 

35. TJni ted Insurance Company Limited. 



OTR TO RRSPONDBNTS 

D r respond nt, 

l m n M.B.A. s ond y or sludenl a he Fa ul y of C01111 

University of Nairobi. 1 am conducting a study to ·nv stigate 

1 pact of mo · or h f s o the p r"od. 1989-1992 on 

h 

h 

underwriting prac ic on the insurance firms inK nya and f ctor 

consid red during the r ling of motor v hicle This is in 

P rtial fulfillment of the degree of Mast rs of Busin ss nd 

Administration. 

For this purpose,I wou d like to get your vi ws as to the var ous 

underwriting measures your firm has undertaken, th factors h t 

are consider d b fore a motor contr ct is ace pted, and h 

effectiveness of the measures in curbing the thefts, nd bene, I 

would very much apprccjate if you would k'ndly ass's 

fill'ng the a tached questionnaire. 

me in 

Your company's name need not appear anywhere )n the qu st "onna·r 

provided unless ou so wish. You are also ssur· d hat h 

i nformation you will provide will be treat . d in th strict st 

c onfidence. 

The compl ted questionnaire shall b picked from your offic by 

e b for gth May, 1993. 

Thank you for your co op 

yours sincerely 

Jal ha Al x. 

ti on. 



APPEND 28 

QURSTIONNAIRR 

. 8. 
Definition of 

1. Car m k s are Toyotas, Mazdas. is ans .t.c 

2. Type of c lS re Matatus, trail rs. Pri t chicles, 

bus 5 . t. c 

3. Car models ere Peug.ot 05, 205, 605, D tsun 120 y 

Pl as answer the follow'ng questions by pl cing tick ( ) . 
th spac s provided and/o iving details s y b qui red. 

1. Indica the le 1 of importance your f'r ttach s 0 h 

following mo or ra ing fa ors due to th h fl r k. 

Unimportant v ry lmpo tan . 
1. 2. 3. 

a) The use to which the 
vehicle is to b put. ( ) ( ) ( ) ( ) ( 

b) The type of car. ) ( ) ( ) ( ) ( ) 

c) Presentation of rel vant. 
documents su.h as a log 
book. ) ( ) ( ) ( ) ( ) 

d) Ag of th driver ( ) ( ) ( ) ( ) ( ) 

e) Claims\ln~uran~e hi ory. { ) ( ) ( ) ( ) ( ) 

f) The cov r required. ( ) ( ) ( ) ( ) ( ) 

) 0 nership of th vchi cle. ( ) ( ) ( ) { ) ( ) 

h) Cubic capacity of the 
V hicle. ( ) ( ) ( ) ( ) { ) 

-) R nge from policy holders 
home b s ( ) ( ) ( ) ( ) ( ) 

j) Valu of the veh'cle. ( ) ( ) ( ) ( ) ( ) 

k) Policy hold r's GP.nder. ( ) ( ) ( ) ( ) ( ) 

I) N ture of the risk. ( ) ( ) ( ) ( ) ( ) 

) ak of the vehicle. { ) ( ) ( ) ( ) ( ) 

11) odel of the vehicle. ( ) ( ) ( ) { ) ( ) 



o} Th ace 1 e1· tion/Top 
Sp ed of h car. ( ) ( ) ( ) ( } ( ) 

p) Wh th r lh vehicl is n 
i ported on or not. ( ) ( ) ( ) ( ) ( ) 

) Di t 1 ic of garage. ( ) ( ) ( ) ( ) ( ) 

Apart from the factor (a-r) above. which oth r rating factors do 
your firm r.onsider important as a result of the motor 
thefts? 
------------------------------------------~-- -------------------
---------------- ------------------------------------------------~- -

------------------- ---------------------------------------
------------------------------------------------------------------- -

2. Does your firm have a motor inspect· on unit, and · f so, what · s 
its role in the underwriting of motor vehicles? 

---------------------------------------------------- ----------------
----------- -----------------------~----------- ----------------------

3. From your own experience, do you have cases wh re clients hav 
insured a non-existent vehicle and later claimed to be stolen? 

If no such cases exist,how do you ensure that one doesn't cla"m 
fraudulently? 

If such cases exist,what has your f1rm done to reduce such a moral 
hazard? 



4. Has your company experienced otor th ft( )? 
If yes, state the monetary value of the th s 0 1989. 

Monetary V u • 

989 

1990 

1991 

1992 

5. What underwriting measures has your company taken as a r sul of 
these thefts from 1989-1992? Please tick ( ) for yes and {X) fo 
No. 

A) Motor 'aluation. ( ) 
If YES, 

i) Does your firm insure all vehicle r gardless of "ts. 
value? Yes ( ) No ( ) 

If No, what's the minimum value required for on 
vehicle insured? 

i) Do all vehicles irrespective of 
fitted with an anti-theft device? Yes ( ) 

value 
0 ( 

o have h · 

hav to b 
) 

If No, what's the minimum value required for a vehicle to be r· d 
with an anti theft device? 

B). Installation of anti theft devices Yes ( ) 

If Yes, which anti theft device(s) does your firm recommend to be 
fitted in the vehicles to be insured. 

a) 

b) 

c) 

d) 

e) 

f) 

g) 

h) 

i) 

Piranha 

Gemini 

Shurlock 

Mul-T-Lock 

Moss 

Sirio Alarms 

Enforcer 

Bandit 

Zemco 

( ) 

( ) 

( ) 

) 

( ) 

) 

( ) 

( ) 

( ) 



J) Cob 

k) G 

> o h • <-..,-..... c.;;, *"';strJI .... 

0 
t 

iii) 

C) Rea 
If 

) 

0 

2 

ha 
the 

) 

de ce 
Ia 0 

•• effect 

of co e 

of these co • • 

cal 
0 
) 

ave bee 

oo er 
aad thef 

If your f haa Dot doa a ay wi 
aain r eo ( ) for D a ioD of 

0. 

( 

( 

' ( 

---------~-~----~----~-~--~-~~----------- ~-

D) • clue o 

) 

2 



4. 

5. 

·i} Which type of bu 1n s i th mo in D (.) abov? Ple 
rank hem ·n ord of th ir populari y. 

iii) 

}. 

2. 

3. 

4. 

5. 

Is the value o'f 
business in D(i 

the vehicle 
above? 

tied lo a sp cific kind of 

If Yes, could you specify the valu s and th 
business required. 

type of 

E) Premium Loadings as a result of the thefts ( ) 

i) What has b~en the percentage incre se in premium 
loadings resulting from thefts as compared to 1988? 

1989 

1990 

1991 

1992 

P e r G en t r• i s e 

ii) Which type of vehicles have had th highest inct as. n 
premiums due to the motor hefts from 1989? {~ank th m) 

Private 

Matatus 

Buses 

Lorr·es 

Rank 

( ) 

{ ) 

( ) 

{ ) 



F) 

Van ( ) 

Trailers ( ) 

Pick-Ups ( ) 

Others (Spe ify) ( ) 

iii) Which class of mo or ehicles have xperi nc d b high s 
premium rates from the motor thefts from 1988? 

1. Private ( ) 

.2. Commercial ( ) 

3. Both { ) 

Increase in Bxc~es s due to the theft risk ( ) 
If V'ES, 

i) Which type of vehicles have expcrienc d lh highes 
i n c rea s e i n Excess charged from t he m o t o r• t h f t s from 
1989? (Please rank them) 

l. 

2. 

3. 

4. 

5. 

i.) Which class of motor vehicles hav cxp r· nc d he high st 
Excess charges in the period, 989-1992 resulting from motor 
th f s? 

1. Pri vat 

2. Commet'cial 

3. Both 

( ) 

( ) 

( ) 



) 

) Do 

---------~----~--~~---~----~ 

0 th 

) 

I) 

• reaaoD for 

-----_____ ...... _ ... __ .. .._ _______ ~-- ....... ---~ .. ---... ~--.... -· .. ~- _ ........ , .......... -_ .... 

I) p a a a i 
UDde a 

-----------... ---... ----~-..... -
---------... ---.. -~ ... ----- ..._ .. _____________ ,... ______ ~.,...'t!;H-· 

........ -.... -.... 



6. Which class of otor vebi le hav b n th ff d b~ h 
moto hefts? 

1. Priva ( ) 

2. Commercial ( } 

3. Both ( ) 

7. Has your comp ny exp~ri uced claims resulting from gun point 
hijacking? 

If YES, could you give the percentage increase over h pe "od, 
1989-1992 compared to 1988. 

Percentng ris 

----------- -

1989 ( ) 

1990 ( ) 

1991 ( ) 

1992 ( ) 

8. Of the underwriting measures your firm has under ak n, n your own 
opinion, which ones have proved effective in reducing the tb ft 
claims? Please state them and explain. 

9. Which of the car makes have been stolen most during th period 
1989-1992? Please rank them. 

2. 

3. 

4. 



10. Please rank the valu of eh'cl s ol n 0 t 0 r h 

Kshs. Rank. 

Less than 49,000 ( ) 

50,000-349,000 ( ) 

350,000-499,000 ( ) 

500,000-649,000 ( ) 

650,000-799,000 ( ) 

800,000-949,000 ( ) 

over 950,000 ( ) 

GENE RAL I NFORMATION 

1. Year of establishment/incorporation . 

2. State the ownership of the company . (Tick where appropriate) 

1 . 100% Locally owned 

2 . 51% Locally owned 

( 

( 

3 . 100% Government owned ( 

riod. 

3. When did your fjrm start underwriting motor business? Please stale 
the year. 

Thank you very much for your co-operation. 
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