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ABSTRACT

The research study was to investigate the factditgseincing the uptake of life insurance services
in Kenya. The research looked at the various factbgten cited by the insurance industry
players. The study was guided by the following aecle objectives: to establish whether level of
awareness influenced uptake of life insurance sento determine whether perceptions towards
insurance held by the people influence uptake fefitisurance services, to establish whether
level of income of the people influence uptakeifsf insurance, to determine whether price of
life insurances products influence uptake of lifsurance, and to investigate to find whether
religious beliefs held by the people influence kptaf life insurance. The research adopted
descriptive survey design to collect quantitativel @jualitative data. This was preferred as it
could enable the researcher to obtain completepasdible accurate information. A sample of
103 Financial advisors from Mombasa branch of Britasurance were used to collect data by
use of questionnaires. The data collected was d@haiysed by use of SPSS to enable testing of
the hypotheses and show correlations. The pregamiaitdata was by tables. The findings were
analysed using Chi-squared correlation statistiee Tindings showed that there is correlation
between the factors under investigation and uptakdéfe insurance. Discussions used the
findings of similar research done in other partshd world and the findings of the research
study. The discussions and findings showed sintiggriof the research findings with other
research findings done elsewhere. The report isnizgd into five chapters. Chapter one
presents the introduction of the study, chapterreweew the literature for similar study, chapter
three describes how the study was conducted, ahémie shows the research study findings
and chapter five gives the discussions and corariufsir the study. The research study gives 5

recommendations and suggests two further reseageals.a



CHAPTER ONE
INTRODUCTION

1.1 Background of Study
Man has organized himself to control three mainahds, which confront him: dying too soon,

living too long and becoming challenged (disablédan developed ways to reduce the impact
of these hazards by grouping together with othedsthus sharing the risk. There is evidence of
many practices resembling insurance in the anevend. Life insurance records date as far back
as 2500BC, when stonemasons in Lower Egypt formedral cooperatives to provide support
in case of the death of a member. These benevetdergties or burial clubs, as they were called,
were also common in India around 1000 BC and ineam&ome, Swiss Re-Sigma 1/2012.

As early as 3000 BC, Chinese merchants utilizedebhnique of sharing risks. About 500 years
later, the famous great code of Hammurabi, proviedhe transfer of the risks of loss from
merchants to moneylenders. Under the provisiomefcode, a trader whose goods were lost to
the bandits was relieved of the debt to the momelde who had loaned the money to buy the
goods. The Greeks and the Romans introduced tgesrof health and life insurance around
600AD when they organized guilds called ‘benevolentieties’ which cared for the families.

Therefore, the origin of the modern insurance igdalin the earliest dawn of antiquity.

1.1.1 Insurance

Insurance is a process of transferring risks frora mdividual called insured to another called

the insurer. The insurer pays the insured finanosdes incurred because of an occurrence of
unexpected insurable event. For this service,rthered pays the insurer a premium. Insurance is
the most superior method of handling risks. Thi®aesause it transfers risks to those with the

financial ability and technical knowledge to hanttiem, Muriithi and Onuong’a (2011).

The earliest life assurance policy on record i®ddt583 when Richard Martins effected a life
assurance policy on the life of one William Gibbamd.ondon. The policy was a one-year term
assurance for a sum assured of 400 pounds. Ittesvoathy that Gibbons died within the year

and the assurers settled the claim.

Originally, life insurance’s main value propositiovas death protection. Today, life insurers

offer products that cover many risks, such asisteaf losing the physical/capacity to earn one’s
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living ( disability insurance), critical illnessehlthcare and long term care cost( medical and
LTC insurance) . The life insurance industry isoakctive in helping individuals finance
retirement ( pension, annuity and saving produats] contribute to economic welfare and
stability by pooling and offering protection agdittse financial consequences of individuals’ life

risks.

1.1.2 The Economic and Social Role of Insurance

Insurance plays a key role in a modern economycandtributes to its uptake and development
through various channels:

Promoting financial stability and security at botfe national and personal levels, encouraging
productive investments and innovation through thiéggation of the consequences of financial
misfortune, mobilizing savings, contributing to efficient use of capital based on insurers’ role
as significant institutional investors, facilitaginfirms’ access to capital (as institutional
investors), reducing the capital firms need to apeerpromoting sensible risk management
through the price mechanism, fostering stable ampsion throughout the customer’s life, and
insurers are important employers.

Today, insurance is sub-divided into two major séssnamely: Life insurance and Non Life
insurance. Life insurance protects one againssrfaking ones’ life. Non-life protects risks
facing ones’ valuable property. In each of thesmbrbranches, there is further subdivision into

various classes of insurance focusing on a paatiqéril.

1.1.3 Benefits of Life Assurance

A research done in the UK market to determine #ationship of the life insurance and the
economic uptake came up with the following findingee importance of insurance in economic
activities has been recognized for many years. ififpact of insurance on economy even was
mentioned in the first conference of UNCTAD in 198Here acknowledged, “A sound national

insurance and reinsurance market is an essentedaieristic of economic uptake.”

It seems Insurance not only facilitates econom@ndactions through risk transfer and
indemnification but is also seen to promote finahéntermediation (Ward and Zurbruegg,
2000). More specifically, insurance can have effascich as promote financial stability, mobilize

savings, facilitate trade and commerce, enabletdsle managed more efficiently, encourage

2



loss mitigation, foster efficient capital allocatiand also can be a substitute for and complement

government security programs (Skipper,2001).

In view of importance of insurance in the econoliarature, one might have expected several
researches on relationship between insurance msidet which is the most accepted measure
for insurance activities and defined as gross digemium written (Skipper, 1998), and
economic uptake. But based on literature reviewsret has been nothing done except few
studies which focused on this relationship by cdesng property liability insurance premium
(for example Beenstock, Dickinson and Khajuria @9&nd Outreville(1990)) or total insurance

premium (Ward and Zurbruegg, 2000) as insurandeites indicator.

Today, life assurance market in the UK accountsof@r 80% of the total UK gross insurance
premium. The UK insurance market is the third latge the world after that of the US and

Japan.

Another research done by the World Economic Revi@nprsten and lan 2003) showed that
even though life insurance has become an incregsgmgortant part of the financial sector over
the past 40 years, providing a range of finanaavises for consumers and becoming a major
source of investment in the capital market, whavedr the large variation of life insurance

consumption across countries remains unclear.

Insurance is one of the rare mechanisms that dthowthe spreading of risk over time. This risk
spreading over time can involve very long periodd aorks even from one generation to the
next. Very few other industries have such long tinegizon as the insurance industry. Who

would think more than 50 years ahead?

Perhaps the builders of a nuclear power plant, fewt others. Moreover, insurance has to

consider periods of up to a century.

The uptake in insurance in the market is measuyedske of Insurance penetration ratios and
insurance density. Each country has an organizaktiah monitors the uptake of the insurance

industry and to compare it over time or with otl@untries. Swiss Re is the international
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Association of insurers based in Geneva to coksistics of insurance uptake in the whole

world.

1.1.4 Insurance Penetration

Insurance penetration (premiums as a share of GBs greatly, reflecting different stages of
economic development and institutional factors .(elgg absence of government-sponsored
retirement schemes).

The penetration ratio is used to: compare withgievious ratios in the same country to check
the movement in the insurance sector’s contributionthe overall economy, to establish

insurance industry trends, to guide an investoassessing the viability of investing in the

country as compared with other countries, and tlicyponakers in comparing the country’s

industry performance with other countries in theld@nd come up with appropriate policies to
regulate the industry.

1.1.5 Life insurance in Africa and uptake of insurace

The concept of life assurance is not entirely newAfrica. The African communities have
always had traditional forms of managing some efrikks, which would today be perceived as
falling within life assurance. For instance, if acglamity befell a breadwinner, the dependants
would be taken care of by the family and clan memb@ addition, funerals were organized by
clan members. Even the now infamous cultural practif “wife inheritance’ had its merits as
the ‘new husband’ was expected to provide matstipport to the widow and the children.

Some of these traditional systems were more defsueth as ‘Edir’ in Ethiopia, which is still
practiced today. Under this agreement, a group emfpfe, usually with common interest or
background, agrees to pay a certain sum of monayfuad used for helping out members of the
group when faced with emergency needs such a jpoovid funeral expenses. These traditional
forms of insurance , however, is dying out fasi@veloping countries, Africa included.

This is brought about by the rapid economic andasatevelopments resulting to new order.
Colonialism and development, and breakdown of ti@kl ties have caused the shift. The
extended family system has tended to grow weakeémagaker over time. Urbanization also has
weakened the traditional ties. Increased socidt@hiaation has broken the strong, cohesive
family unit. The clan can no longer help meet tleeagating crisis in the families. The

responsibility of providing for oneself family camiies to rest squarely on one’s shoulders.
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1.1.6 Insurance today

Insuring risks in a modern economy is a multi-disienal undertaking. It is a complex business
which interact with many aspects of our lives. Timportance of the insurance industry in an
economy can only in part be measured by the sheerd$ its business, the number of its
employees in a given country, the assets under geament, or its contribution to the national
GDP. It actually plays a more fundamental rolehe tvorkings of a modern society, being a

necessary precondition for many activities that Moot take place were it not for insurance.

1.1.7 Insurance performance in Africa and uptake ofife insurance

Life Insurance premiums in Africa stood at USD 4illiéh in 2010, South Africa being the
dominant market, accounting for more than 90% efrégional life premium volume. Non-life
premiums in Africa stood at USD 19 billion in thense period. South Africa accounted for half

of the regional non-life premium volume.

1.1.8 Kenyan insurance sector

In Kenya there were 46 licensed insurance compaati¢he end of 2010, 22 companies wrote
non-life insurance business only, 9 wrote life nagce business only while 14 were composite
(both life and non-life). There were 163 licensedurance brokers, 23 medical insurance
providers (MIPs) and 4223 insurance agents. Othensed players included 120 investigators,
80 motor assessors, and 21 loss adjusters, 2 ckeiti;mg agents, 10 risk managers and 26
insurance surveyors. (AKI 2010 Annual report).

The penetration of insurance in Kenya is low coragao leading countries in Africa and Asia.
As the table above shows, life insurance penetratamtinues to be measly, below 1% and is
half of the non-life statistics.

According to a research report by SBO researchAsociation of Kenya Insurers (AKI) in
May2008, the Association was concerned with thedaavket penetration of insurance in Kenya
and the poor public perception of insurance bygdeeral public. The research finding was that
the low income and informal sector market haseliitcess to formal financial services for the
management of risks. The poor engage in variousstyb risk pooling and informal insurance
schemes to mitigate risks. There were only 367j@8&idual life policies at the end of 2006 in

a working population of 8.74 million (about 4% coage).



The penetration of the Kenyan insurance industands at 2.63% of the GDP. This is
considered to be very low compared to other coemin Africa such as South Africa, which has
a penetration of 9.94%. The penetration of insuraammong the Kenyan population is also low
as compared to other countries. A good examplea&ia, which has an estimated 41% of the
population covered by some form of life insuranteomparison to Kenya that has less than 1%

of the population insured. (SBO research reporD201

Studies show that, countries with higher insurgrexeetration ratios, life insurance leads the non
life insurance. A person who takes life insurancd find it easy to purchase a non-life
insurance. Where non life insurance ratio is highan life, the insurance penetration ratio is
also low. This means those that take non life iasce that could be compulsory in the country
or company they work for may not be willing to take insurance. According to a prospectus
report of British American insurance,2011(BritishmArican insurance lead the market with
25.2% market by 2009), historical limited uptake iiriormal employment, low disposable
income levels and a weak savings culture have iegbadptake in Kenya's life insurance
industry, with life assurance penetration remairbetpw 1%. The report further highlights some

challenges of the insurance industry in Kenya as:

1. Poor industry image. This is due to the collapsplacement under statutory management of
not less than seven insurance companies and th@ngeof risk scope in legal terms that are
considered complex and unfriendly to customers.c&tion of the public with regard to the use
of insurance products is virtually nonexistent &tsr contributing to underutilization and low
uptake by ordinary Kenyans and SMEs.

2. Access to distribution channels. Distributionachels are vital for any business. In the
insurance industry, the choice is to systematichlliid a tied agency network and/or use the
licensed intermediaries of the industry. The intdmaries have a very strong position

concerning access to the customers and timely @hwayment of premium to the insurance
companies. The report also states that higher iederels should translate to stronger demand
for life protection and wealth preservation. Theurance industry in Kenya has acknowledged
that micro-insurance has tremendous potential fmreiasing insurance penetration in the
country. Given the demographics which include amnemically productive population of 10.5

million including 3 million in the formal sector i$ believed that the insurance penetration levels
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can increase from the current 0.94% for life inegmto 1.2% and from 1.9% to 2.2% for

General insurance within the next five years.

1.1.8 British American Insurance

British American insurance has been the life insceamarket leader for 5 consecutive years by
2012. In 2011 it was controlling 25.2% of life imance market, it was™Slargest in group life
with 10% market, British American IPO Prospectudl(®). With this market share, it is an ideal
company to provide useful information about the kearof life insurance performance. The
company has 15 Branches in Kenya with over 10@0ti§urance agents. The research will focus

on the Mombasa branch, which has 100 agents areh@gers.

1.2 Statement of the Problem
Insurance penetration figures of the past 5 yeawghat ife insurance in Kenya is characterized

with low penetration ratios below 1% and it is oimythe year 2010 for the first time it recorded
1.05%. This compared to Taiwan at 14.5%, SouthcAfril2%, Namibia, 5%, and the World,
3.2% is very low, Malaysia, 41%. Whereas, the Ecginauptake in Kenya has been growing,
2005(5.8%), 2006(6.4%), 2007(7%) the penetratitio far life insurance during the period was
2005(0.78%), 2006(0.76%), 2007(0.83%), life insaemarket is characterized by low levels of

penetration despite gradual uptake of the econamytlze many benefits of life insurance.

According to the AKI report of 2009, the Kenyanijstake of insurance cover both corporate and
personal level, remains predominantly in the motdrich is compulsory in Kenya, fire,

industrial and personal accident( mainly group ro&dicover) classes. Swiss RE economic
survey report of 2010, show that Kenya life insempenetration is very low. A large segment
of the populace is currently uninsured. The leviepenetration is about 1.1 % of the total
population for life insurance. The insurance industurrently contributes 2.5% to Gross

Domestic Product. This is the case despite thedraptake in the number of intermediaries.
According to AKI reports the number of intermedésrihas almost doubled since 2007(2665),
2008(3356), 2009(3076) 2010(4223). With increasegh@ number of intermediaries in the

market, it would be expected to double the penetrdevels. It means more people are being
reached but few are taking up life insurance. Whaictly is the factors influencing uptake of

life insurance in Kenya?



Among the most talked about topics in the insurandastry is the low penetration and spread
of the business. The three pillars of business -, meaterial and money — all are strengthened
and reinforced by insurance. So why is it that wtrenindividual, the society, the government

and industry all have a desperate need of insur@rfoems such a small part of the economy?

1.3 The Purpose of the Study
The purpose of the study was to establish theofadinfluencing uptake of life insurance

services in Kenya.

1.4 Objectives of the Study
The study was guided by the following research dbjes:

1. To establish whether level of awareness of inswaservice influence uptake of life

insurance service.

2. To determine whether perceptions towards insuraete by the people influence uptake

of life insurance service.
3. To investigate how levels of income of the peopfuence uptake of life insurance.

4. To establish whether accessibility of insurancevises influence uptake of life

insurance.

5. To establish whether the price of life insurancengums influence uptake of life

insurance.

6. To determine whether religious beliefs held by theople influence uptake of life

insurance.

1.5 Research Questions

The research study was guided by the followingaedequestions;

1. How does level of awareness influence uptakéeoinsurance?

2. How does perception towards insurance held &y#ople influence uptake of life insurance?
3. How does the level of income of the people ierfice uptake of life insurance?

4. How does the accessibility of life insurancevsms influence uptake of life insurance?



5. In what ways does the religious beliefs heldh® people influence uptake of life insurance

in Kenya?

6. To what extent the price of life insurance prnems influence uptake of life insurance in

Kenya?

1.6 Research Hypothesis

The study tested the following Hypothesis:

1.

Ho. There is no relationship between Level of awareraass the uptake of insurance
industry.

Hi. There is a relationship between level of awareaasgsuptake of life insurance

Ho:There is no relationship between the level of gptions held by the people and the
uptake of life insurance
Hi: There is a relationship between the level of @gtions held by the people and uptake

of life insurance

Ho. There is no relationship between the level of ine@nd the uptake of life insurance

Hi: There is a relationship between the level of me@and the uptake of life insurance

Ho:There is no relationship between accessibilityliftid insurance services and the
uptake of the life insurance
Hi:. There is a relationship between the accessibilitlife insurance services and the

uptake of life insurance in Kenya

Ho.There is no relationship between the price ofiligurance premiums and the uptake
of life insurance in Kenya
Hi: There is a relationship between the accessibiiftyife insurance services and the

uptake of life insurance

Ho.There is no relationship between religious belgafd the uptake of life insurance

Hi. There is a relationship between the religious baliel the uptake of life insurance
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1.7 Basic Assumptions of the Study
The study was based on the following assumptions.

1. Insurance agents are good in understanding theaimset market and will be the right
population.

2. The respondents will be truthful and cooperative.

3. British American insurance is a good market repregen of life insurance industry in

Kenya.

1.8 Significance of the Study
The research findings will be very significant be following:

1. To policy makers like the Insurance Regulatory Awitty in formulating mitigating
policies.

2. To 4223 insurance agents employed to market theanse services as it will help them
to understand the market.

3. To 46 licensed insurance Companies, as it willnmfeheir marketing strategy teams.

4. Tol63 licensed insurance brokers in Kenya.

5. To Government of Kenya to be able to come up welteb policies to address the

challenges of uptake of life insurance in the count

1.9 Delimitation of the Study

The research focused on the factors influencingkgoof life insurance services in Kenya based
on the results of the study in Mombasa branch dfsBrAmerican insurance. British American
insurance was the leading company in life insurandéenya and Mombasa branch was a good
choice for the study. Mombasa County is a cosmtpoliown with people of all lifestyles and
with multiple social/ cultural, economic and retigs societies. The town has a high percentage

of the population being of the Islamic religion,ialhgave a good study.

The research focused on the life insurance agemiswere involved in prospecting and advising
the residents of Mombasa County to purchase ligairemce. They understand the market of

Mombasa better.
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1. 10 Limitation of the Study
The main limitation was due to the area of studglyMlombasa branch of British American
insurance was used out of the 15 branches in Kdhyauld have been better to study all the

branches but funds and time was limiting the redear

1.11 Definition of Significant Terms
Insurance Penetration this refers to the ratio of total premiums fromsurance products to the
GDP of the country. It was used to measure thekepté the insurance industry. The focus of

the government and the industry players was to havgher uptake.
Life insurance premium- this referred to the money paid for the purch@sasurance service.

Life insurance- this referred to risk of loss of one’s the lifenbs, or ability to work. It is the

uncertainty of the future, which makes one, disfuh® peace and cause fear.
Non life insurance refers to risk of loss of one’s property due tdaneseen circumstances.
1.12 Organization of the study

This report is organized into five chapters. Chamtee is the introduction to the study. It
presents the background of the study, statemerthefproblem, purpose of the study, the
objectives of the study, research questions, reBdaypothesis, and significance of the study the
study, delimitations of the study, basic assumjtiand the definition of significant terms as
used in the study. Chapter two presents the liszateview which looks at the factors
influencing uptake of life insurance services imka&. This chapter also presents the conceptual
framework of the study. Chapter three outlinesgtugly design, the target population, methods
of data collection, validity and reliability of theesearch instruments and data collection
procedures. The chapter also includes the ethaaiderations of the study, data analysis and
presentation, and the operationalization of vaeésbChapter four contains the response rate of
the study, the demographic characteristics of tkepondents and factors influencing
effectiveness of results based programs. Chaptergresents a summary of the key findings,

conclusion and recommendations.
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CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction

This is a review of literature on the factors iefhicing uptake of life insurance. The literature
review looks at all the possible factors considenemtldwide in different countries and over
time. It looks at the scenarios in developed coesitremerging economies and the developing
economies. It gives the reports of leading insugandustry players and also research findings
of other researchers in this area. The literatewveew discusses how other researchers conducted
their studies and their findings, gaps/critiqued gives a clear understanding of what drives the

uptake of life insurance products.

2.2 Factors that influencing life insurances consuption across countries

A variety of factors affects the supply of insurapwhich would be expected to affect national
consumption. These include, but are not limitedyavernmental regulations regarding solvency,
trade barriers, the availability of capital, teataliexpertise, and an infrastructure that allows fo
the marketing and servicing of life insurance pekc As more data become available, an
analysis of insurance consumption in a wider sarmpleountries would likely lead to a greater
understanding of insurance demand. Further, a semes study of demand could potentially
lead to a greater knowledge of the uptake and mtdur of insurance markets. (Mark B

&Kihong, K (1993).

Table 2.1 Real Premium Uptakes

Life Non-Life Average uptake
Industrialised countries  1.8% 1.0% 1.4%
Emerging markets 13% 8.5% 11%
World 3.2% 2.1% 2.7%

Source: Swiss Re-Sigma 2/2011
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As can be seen from table 2.1 life insurance uptaéds that of non-life insurance. Emerging
markets register higher uptake of life insuranc&3%o than industrialized countries at a meager
1.8%.

According to the research findings by SBO researchehalf of Association of Kenya Insurers,
the main reasons for lack of insurance cover inyléere: Lack of awareness on products, Low
income levels, Perceived low rate of returns fée fpolicies, Cumbersome claim settlement
procedures, Lack of trust in the insurance indysaryd Expensive premiums(SBO Research
2010).

While the worldwide insurance market, especially life insurance market, has grown rapidly
and the internationalization of the insurance bessnis becoming more widespread, these areas
have not been greatly researched. Mark J.B, KihO(1093).

Table 2.2 Summary of life insurance performance irselected countries in Africa in 2010

USD Millions Penetration -Life
Kenya 334 1.05%
Algeria 87 0.1%
Egypt 647 0.3%
Morocco 827 0.9%
Nigeria 188 0.1%
Tunisia 102 0.2%
Namibia 610 5.0%
South Africa 43,186 12.0%

Source: World Insurance Report 2010
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Table 2.3 Insurance penetrations in Kenya market

YEAR 2006 2007 2008 2009 2010
GDP 1623 1834 2111 2365 2551
LIFE PREMIUM 12.48 15.14 18.30 21.36 26.71

LIFE PENETRATION  0.76% 0.83% 0.87% 0.94% 1.05%

NON LIFE PREMIUM  29.20 36.89 36.89 43.11 52.35
NON LIFE 1.78% 1.76% 1.76% 1.90% 2.05%
OVERALL 2.54% 2.63% 2.63% 2.84% 3.01%

Source: AKI Annual report ( 2010).

Table 2.2 and table 2.3 show that the uptake efitifurance in Kenya is very low compared to
Namibia, South Africa or the emerging marketsslaliso lower that non life insurance over the
years.

Bernheim (1991) demonstrates that bequest repseagmwerful motive for saving among U.S.
households. Campbell (1980) emphasizes that beguastes and risk aversion should not be
confounded although they may have similar effettsclarify the issue, Lewis (1989) analyzes
the problem from the perspective of the insuraneeebciaries rather the perspective of the
wage earner, on whose life the insurance contsagtitten.

Many issues can affect individual demand. Burnatt Ralmer (1984) examine psychographic
and demographic factors and find that work ethid eligion as well as education and income,

among other characteristics, are significant factdrife insurance ownership.

Financial market conditions play a significant rale short-term demand, as does the
performance of alternative investments. Using & audex developed in Babbel and Staking
(1983), Babbel (1985) demonstrates that the prseanegative influence on insurance demand.
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Considering that life insurance products are typigaackaged as investment products offering
life insurance benefits, Fortune (1973) argues lif@tinsurance is a substitute for traditional
financial assets such as equities and bonds. Heauriee (1974) documents that short-term

demand for life insurance is influenced by consusegitiment, interest rates, and savings rates.

Using a set of 10 developed economies, Beenstoikiri3on, and Khajuria (1986) show that
dependency ratio, life expectancy, and disposaidenne have a positive influence, whereas

social security expenses decrease insurance demand.

In Browne and Kim’'s (1993) survey of a larger sétdeveloped and developing Countries,
dependency ratio, national income, social spendang, anticipated inflation rate are found to

influence the country’s average life insurance comstion.

In another cross-country analysis, Outreville (I)9@®derlines the importance of market
structures and finds that monopolistic market cbowls appear to prevent the uptake of life
insurance. Consistent with previous findings, hbos#s’ disposable income and the country’s
level of financial development and inflation rates gositively associated with life insurance

consumption. Beck and Webb (2003) confirm the pasinfluence of income and dependency.

2.2.1 Economic development and uptake of life insance

Although the relationship between economic develapmand insurance market development
varies across countries (Tienyu and Brian, 200%9ret is a link (Outreville, 1996; Ward and
Zurbruegg, 2000). Their studies in China territerievealed that the increase in income levels
accompanied by rapid economic uptake could be timeirthnt reason for the growing demand
for economic security. Since 1997, Hong Kong anavd@ia have been reclassified as “advanced
economies” whereas they were traditionally known @&smdustrial countries.” This
reclassification reflects their rapid economic degenent, and they now share a number of
important characteristics with the highly develomedintries, including relatively high-income
levels, well-developed financial markets, and higgrees of financial intermediation and
diversified economic structures with rapidly grogiservice sectors (International Monetary
Fund, 1997).
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The level of economic development is taken to beitpely related to life insurance
consumption in the area. The results of the stodyhina, Taiwan and Hong Kong show that the
increase in income levels accompanied by a chamg®dial structure, and an increase in the
level of education has fed a need for economic régcin mainland China, Hong Kong, and
Taiwan. The difference in the level of economicelepment leads to variation in life insurance
consumption across the territories. Advanced ecee®isuch as Hong Kong and Taiwan have

more premium expenditure.

Furthermore, although these three Chinese teegoshow a uptake trend in life insurance in
general, the different stages of their marketsesmpond to the different levels of life insurance
consumption. This study finds differences in incoatesticity of the demand for life insurance
across the territories, in that mainland Chinapw-income country, has the strongest income

elasticity relative to Taiwan and Hong Kong.

2.2.2Religious beliefs and uptake of life insurance

The demand for life insurance in a country maytiected by the unique culture of the country
to the extent that it affects the population's raskersion (Douglas and Wildavsky, 1982).
Henderson and Milhouse (1987) argued that an iddalls religion can provide insight into the
individual's behavior; understanding religion is amportant component of understanding a

nation's unique culture.

Zelizer (1979) notes that religion historically h@asvided a strong source of cultural opposition
to life insurance; many religious people believatth reliance on life insurance results from

distrust of God protecting care.

Until the nineteenth century, European nations eamted and banned life insurance on
religious grounds. Zelizer also states that religiantagonism to life insurance still remains in

several Islamic countries.

Wasaw (1986) tested the effect of Islam on lifeurasce consumption using an international
data set. The results of his study indicated tbeteris paribus, consumers in Islamic nations
purchase less life insurance than those in noamisl nations. Therefore, it is hypothesized in

the study that life insurance consumption is lespredominantly Islamic countries than in
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countries that are not predominantly Islamic. Hoe purposes of this study, a country is
considered predominantly Islamic if more than hdlfthe population follows Islam. Islamic

nations included in the sample percent of poputativat is muslim Egypt 94%, Iran 98%,
Morocco 99%, Pakistan 97%, Tunisia 99.5%, Turke3699

A study done in China on the major religious belibke Buddhism, Taoism, FengShui and

superstitions showed that these religions did diszge the purchase of life insurance.

2.2.3 Level of income and uptake of life insurance

Lewis (1989), Hakansson (1969), Fischer (1973)iupe (1973), and Campbell (1980) have
shown that the demand for life insurance is posigivcorrelated with income. As income
increases, life insurance becomes more affordable.

In addition, the need for life insurance increasés income as it protects dependents against
the loss of expected future income due to premataath of the wage earner. Using aggregated
national data, Fortune (1973), Beenstock, Dickinson Khajuria (1986), and Truett and Truett
(1990) have demonstrated that life insurance premexpenditures and national income are
positively correlated. Previous international sésdof life insurance consumption have used

gross national product (GNP) and gross domestidymto(GDP) as measures of income.

In the research on OECD Countries by Donghui, eaziland Pascal (2007), Disposable Income
is a central variable in insurance demand modetg tositively affects life insurance
consumption (Fortune, 1973; Campbell, 1980; Lewti889). In addition to increasing the
affordability of life insurance products, a largedme results in a greater loss of expected utility
for the dependents in the event of the income €ardeath. This effect increases the value of
life insurance coverage, and therefore contributeshe positive relationship with income.
Working on household level data, Fitzgerald (198Y9ws that insurance demand increases with

the husband’s future earnings (and decreases héttvife’s future earnings).

In the Kenyan market, a research by SBO confirmas dfffordability was a key concern among
the insured, those who have lapsed and the uneds@enerally, the issue of affordability was
found to be more of a perception than the reality hck of communication on the actual cost of

insurance policies. Most respondents earned less Klsh.20,000. Insurance companies should
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endeavour to accommodate this category of poteatisiomers by designing suitable insurance
solutions. Generally, income levels were lower aghtre rural compared to urban areas. Most
respondents were willing to pay less than Ksh500 preferred using cash payment modes.
Insurance companies can utilize cash transfer gtthrough mobile telephony (Mpesa/Soko

Tele) to increase penetration.

2.2.4 Level of education and awareness and uptakélde insurance service

In Kenya, the market research done by the Assodiaii Kenya Insurers, (2010) established that
there is lack of awareness on products. Those l#psied policies showed a general lack of
knowledge on insurance benefits. This is a majertrdauting factor to their decision to lapse

cover.

Whereas, there is awareness of insurance in geaerahg the insurable population a large
proportion lack a proper understanding of what ithpact it may have. Most of the already
insured respondents cited a lack of interest imingapolicy documents especially if a claim

does not occur at all, SBO research (2010).

Education level lengthens the period of dependembgrefore, in countries where individuals
are educated over a longer period of time thereilghioe a greater demand for life insurance.
Moreover, a higher level of education may lead tgreater degree of risk aversion and more
awareness of the necessity of insurance in genEnalrefore, education is hypothesized to be
positively related to life insurance consumptiot.isl argued that the level of education is
positively related to life insurance consumptiomefié is no consistent finding concerning the
effect of the level of education on the demandiliferinsurance (Outreville, 1996; Browne and
Kim, 1993; Ward and Zurbruegg, 2002). For instameeveral studies suggest that highly
educated people are more willing to accept thatitifurance provides economic security for the
family, and thus tend to spend more on life insoeafHammond, Houston, and Melander, 1967,
TruettandTruett, 1990). The growing number of eteatandividuals in the Chinese territories
would be expected to increase demand for life srste because there is need for additional
financial provision for dependents. The increasdh@ level of education would generate a

greater need for economic security.
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Truett and Truett (1990) argue that a higher lexfeeducation is associated with a stronger
desire to protect dependents and safeguard thedatd of living. Browne and Kim (1993)
explain that a higher level of education results igreater awareness of life’s uncertainties and
hence highlights the benefit of life insurance cage. Outreville (1996) also supports the view
expressed by Browne and Kim (1993). In additiom, léavel of education is associated with the
duration of the offspring’s dependency, resulting an increased need for protecting
beneficiaries through life insurance.

2.2.5 Cost of insurance and uptake of life insuramcservice

According to a research report by Association oy insurers (AKI), this is a critical
ingredient in any product and is also linked to wikingness to pay. Affordability was a key
concern among the insured, those who have lapsgdhanun-insured. Generally, the issue of
affordability was found to be more of a perceptilban the reality due lack of communication on
the actual cost of insurance policies. The maisaedor lack of insurance cover for some was

due to expensive premiums (SBO research 2010).

It is acknowledged that the price of life insuranvegies across life insurers even for identical
products. This price is an estimated value, anidased on an assumed mortality rate, interest
rate, and expense rate. Because the commercial fondife insurance is not available, several
studies use life expectancy at birth to repredemiattual fair price of life insurance (Beenstock,
Dickinson, and Khajuria, 1986; Outreville, 1996; M/and Zurbruegg, 2002).

It has been argued that consumers have difficaltgomparing the prices of insurance because
there are a variety of products with different tyjé structures (Lin, 1971; Burnett and Palmer,
1984). Despite the variations in life insuranceduas, other studies suggest that the price of
insurance affects life insurance consumption (BRAIBS5; Beenstock, Dickinson, and Khajuria,
1986; Browne and Kim, 1993; Outreville, 1996).

The higher the price lower is the incentive toghase life insurance thus reducing consumption.
For example, Browne and Kim (1993) suggest the pestdollar of life insurance coverage is
negatively related to life insurance consumption.
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Outreville (1996) shows that longer life expectamsyikely to have a positive effect on life
insurance demand as it results in a reduction énghce of insurance and leads to greater

opportunity to use life insurance to generate vhealt

Babbel (1985) states that a consumer’s decisioardatg purchasing or not purchasing from a
particular company could still be directly influettby the perceived price and benefits. The
price of insurance is part of consumption expemditand the lower price is expected to

encourage more life insurance consumption.

2.2.6 Perception held by the people towards life smrance and uptake of life insurance
service

Lack of trust in the industry, limited knowledge ib® products, its limited reach to the informal

sector; the perception that insurance is expensind, the fear of not being able to service it
continuously, are some of the factors hinderingaket of life insurance the service,

Siddharthlyer (2010).

According to a research report by SBO researchAgsociation of Kenya Insurers (2008), the
Association was concerned with low market penematf insurance in Kenya and the poor

public perception of insurance by the general mubli

The research finding was that the low income aridrimal sector market has little access to
formal financial services for the management dégisThe insurance industry is affected by the
persistent poor public image, which has causedugisamong potential customers. This is due to
lack of structured branding initiatives and theamte on intermediaries who may shift their
negative image to the insurance companies theyesept and to the industry as a whole.
Majority of the respondents have a negative atitioadvards intermediaries, SBO ( May 2008).

The main challenges intermediaries face are hiysfilom customers and lack of awareness
about insurance products. The negative image ofrthigrance industry makes it difficult for
intermediaries to effectively market insurance. Téweel of training of agents is below optimum
levels. Many agents have neither the experienceah®professional expertise in the business,
SBO research (2008).
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Poor corporate governance has lead to the foldmmgfiseveral insurance companies, which in
turn has affected negatively on the sector. Thararge industry has been accused of engaging
in numerous malpractices. This has led to the megaierception currently associated with the

insurance business.

Increased litigation and slow dispute resolutioacgsses, fraudulent practices in the insurance

industry are some of the factors for poor imagey (Btrategic plan2008-2012).

2.2.7 Accessibility of insurance services and uptalof life insurance services

The low income and informal sector market haseliitcess to formal financial services for the
management of risks. The poor engage in variousstyb risk pooling and informal insurance

schemes to mitigate risks.

There were only 367,059 individual life policiesthe end of 2006 in a working population of

8.74 million (about 4% coverage), AKI(2008).The |laptake of insurance among the Kenyan
population has been partly a result of using lichitdhannels to sell insurance products. The
Kenyan insurance industry has been relying heastlyagents and brokers to sell insurance

products.

Association of Kenya Insurers survey aimed at stigating the current and potential channels
of distribution locally and internationally revedlghat the existing channels have various
advantages and disadvantages. Brokers for instéiase expert knowledge thus act as
consultants representing clients. The fact thakdn©do not pledge allegiance to any insurance
company also make them able to offer unbiased adVibeir main weakness is that since they
are paid on commission, the temptation to plackeats business where they will earn the most

commission is high.

2.2.8 Government policy and uptake of life insurane service

The Government regulates the insurance industrilenya through the Insurance regulatory
authority; IRA. The Insurance Regulatory AuthoriffRA) was created by the Insurance
(Amendment) Act of 2006 and came into operation lTorMay 2007. The Authority was

established with the mandate of regulating, supergiand developing the insurance industry.
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The Authority has developed a strategic plan talgumonitor and evaluate achievements to be
able to realize its mandate as provided for untier insurance Act .The Government has
developed the Kenya vision 2030 to guide the cgisittevelopment strategy. The Vision 2030
seeks to transform Kenya into a globally compegitmd prosperous nation by2030.The strategy
envisages that with the increased uptake in grossedtic product the contribution from the
Insurance sector will increase from the current¥2.® 5%. The Authority therefore has
developed 5-year strategic plan to guide its a@wias it makes its contribution to the economy.
In order to encourage uptake of insurance the Gowent offers 15% tax relief on insurance

premium to a maximum of Ksh. 5,000 per manth

2.3 Conceptual frame work

The conceptual frame work outlines the independeependent, moderating and intervening
variables. The independent variables influences @etérmine uptake of life insurance. The
independent variables are: Negative perceptiors Imelthe people towards life insurance, Low
levels of the income, Low accessibility of insurarservices, lack of awareness of insurance
benefits and low education levels, cost of lifeurace services, and religious beliefs held by the
people. The dependent variable is the uptake efitifurance. The moderating variable is the
Regulation and supervision of insurance by the gowent, economic policy and Tax relief.
Intervening variables are the variables introduteedhelp improve on the dependent variable.

These are: Advertisements, increase distributi@mohls, innovative products.
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Figure 1. Conceptual frame work
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2.4 Summary of literature

The chapter looked at factors influencing uptakéfefinsurance uptake internationally and then
in Kenya. The factors of life insurance uptake m@ny and complex. They tend to vary across
country boundaries. In Kenyan market, lack of awass on products, low income levels,
perceived low rate of returns for life policiesdpersome claim settlement procedures, lack of

trust in the insurance industry, and expensive yctedwere some of the factors looked at.

The cost of insurance has a negative influencesurance demand.

Households’ disposable income and the country’slle¥ financial development and inflation
rate are positively associated with life insuragoasumption. Disposable Income is a central
variable in insurance demand models that positiadfects life insurance consumption. As

income increases, life insurance becomes moredazibe.

Religion historically has provided a strong sounfeultural opposition to life insurance; many
religious people believe that a reliance on lifeuirance results from distrust of God's protecting
care. Islamic nations purchase less life insurahae those in non- Islamic nations. The degree
of risk aversion in a country may be related toghedominant religion, and, therefore, religion

may affect the demand for life insurance.

The level of economic development is taken to beitpely related to life insurance

consumption in the area.

Higher level of education leads to better undeditamof insurance benefits and more awareness

and therefore higher uptake of life insurance.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction
The chapter outlines the research design used,|saizp, type of data collected, the collection

methods, instruments and respondents, data angdgsisiques and presentation.

3.2 Research design
The study employed descriptive survey researctgde3inis led to profiling the various factors

that influenced the uptake of life insurance. Témabled collection of complete and possible
accurate information. The study required both gtetite and qualitative data to be collected.

This was the case due to the nature of enquirgtindy sort to establish.

3.3 Target population
The target population for the study was 103 Firglnadvisors in Mombasa branch of Britam

insurance. The Branch had 103 Financial advisayen(is). Since the population was small, the

researcher used all of them in the study.

3.4 Sample size and sampling

The target population was Financial advisors. Tandgeneralized results of the study a case of
the population in Mombasa County was chosen. Byofigesample 103 financial advisors from
Britam insurance, Mombasa branch, data relatechéotérget population was collected and
analysed. Since the number of financial advisorthenbranch was small, less than 10,000, a

complete census was used.

3.5 Data collection methods and instruments
The study used structured questionnaires schethrigersonal interviews that was administered

to all respondents in the sample frame. The sasipiewas 103 Financial advisors (agents) in
Mombasa Branch of British American insurance. Eagént was then given a questionnaire to
fill.
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3.5.1 Questionnaires

A questionnaire as a data collection tool enalihedrésearcher to gather structured information
from the respondents. This was chosen becausede raasy to analyze the data due to the
structured information the research needed to antheegesearch questions.

3.5.2 Data Collection Procedure

The research did administer the questionnaire éosdimple group. Each agent was given a
guestionnaire to fill. They were given time to cdetp the filling and hand back the duly filled
guestionnaire to the researcher. This was donagitie regular break times in the day of 1-2pm
and 4-6 pm. After interval of 3 days, the exereises then repeated to check on the validity and
consistency of the scores.

3.6 Validity and reliability of research instruments
Validity is the appropriateness and usefulness hef inferences a researcher makes while

reliability is the consistency of scores or answieosn one administration of instruments to
another and from one set of items to another. ®search study employed the following
instruments :

3.6.1 Validity of instruments

The validity of a data collection instruments i€ thccuracy or meaningfulness and technical
soundness of the research. It is a measure of hallvawtest measures what it was supposed to
measure (Kombo and Tromp 2006). After the prepamatf the questionnaire schedule, the
researcher did present them to the supervisor @sdrates for validation. The researcher also
did give the questionnaire to some of the membensamagement of British America insurance,
Mombasa branch to help check the accuracy of tteeatdlected.

3.6.2 Reliability instruments

According to Mbewa (2006), reliability of an instnent refers to the degree to which the

instrument supplies consistent results. The tectmnidpat was used to measure the degree of
reliability of the questionnaire was administeritige questionnaire to the managers of the
Financial advisors in the branch. There was obsktweasistency of the scores recorded.
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3.7 Ethical consideration

The research did ensure that all respondents weaiget! with respect and that all the process of
getting information from them did not unnecessailterrupt their working environment. This
was done during their break time. It also ensuteat ttonfidentiality of information was

maintained as the respondents did not write tldeintity in the questionnaire.

The research did ensure that the process of doldealata did not cause physical or
psychological harm to the respondents. The respusdeere explained that the information
obtained was for academic work only.

3.8 Data analysis and presentation techniques
Qualitative data was organized and assigned cagsgdrabulation of scores and computation of
ratio and percentage was done. Analysis of the watadone by use of regression, chi squared

and tabulated percentages of the scores.

3.9 Operational definition of variables

Variable Indicator Measurement Scale Data colleadn Type of Analysis

Perception Uptake New clients Ratio QuestiomaiRegression
Income Earnings Premium Ratio QuestiamnaiPercentage
Awareness Uptake  Commissions Ratio Questionnair@ercentage
Cost Price New clients Ratio Questmren Regression
Religion  Profession New clients tiRa Questionnaire Regression
Access Uptake  New clients Ratio Questaire Percentage
Advert Feedback New clients Ratio QuestitenaRegression
Tax relief Uptake New clients Ratio Document Percentage
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CHAPTER FOUR

DATA ANALYSIS, PRESENTATION AND DISCUSION

4.1 Introduction

The study sort to investigate and establish, whidtieefactors often sited to influence uptake of
life insurance actually did that in the People obrivbasa County, Coast region. Descriptive
research method was adopted as this could give letengnd accurate look into all the factors
cited to influence uptake of life insurance. Datallection was done from 103 Financial
Advisors of Britam Insurance, Mombasa branch waseday use of questionnaires. This chapter
therefore, presents the findings of the researcldysfrom a descriptive analysis of data
collected, interpretation and discussion of théifigs. The chapter also presents the findings of
the six factors under study; perceptions held lppfee income levels of the people, accessibility
of life insurance, cost of insurance, awarenedgeoinsurance and the religious belief. Statistics
used to analyze the data include percentage, ateé and chi-square. The analysis of the
study data helped to establish whether each factimenced the uptake of life insurance, and
answer the question on how this did influence.dswlso used to test the hypotheses set out for
each factor under study. Descriptive method ofaedewas adopted as it was a good method in

testing hypothesis.

4.2 Response Rate
One hundred and three (103) questionnaires tha administered were returned; representing a
100% response rate. This ensured that the sang#e stmained as closely as possible to the

originally designed sizes as expected and thugseptativeness of the target population.

4.3 Demographic Characteristics of the Respondents

The establishments of demographics data of thenegmts was guided by the following items,
years in insurance service for the Financial Adviesed predominant age bracket of the people
they targeted for insurance service. The study &hid capture the average age of the targeted
population for insurance service as well as thersyed service of the Financial Advisors

presented in the table 4.1 and 4.2 respectively.
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4.3.1 Age bracket of the respondents

Life insurance service targets those age betweedOj&ars. The table below shows the number

of those targeted in each age bracket for insuraeoaces by the FAs.

Table 4.1 Predominant age bracket of the people tlggargeted for insurance service

Age in Years X frequency  fx Percentage
18---30 24.0 32 768 30.5%
31---40 35.5 59 1292 56.2%
41---50 45.5 8 1555 9.5%
51-60 55.5 3 212 3.8%
TOTAL 103 3827 100

The mean age of the respondents was calculatedlasd.
Mean= fx/> f

=3827/103

=37.16

=37

The following was the ages of the insurable tay@@pulation in years; 32 (30.5%) were aged
18-30, 59 (56.2%) were aged between 31-40 yeaf9.8%b) were aged 41-50 and lastly, 3
(3.8%) were aged 51-60 years. This shows that #gerity of the targeted population was aged
between 31-40 years with an average of 37 yegssesentation of young and mature group that
was geared towards improving the standards of teairing and the general developments of

their communities.

4.3.2 Years of service by the Financial Advisors

The table below shows the number of FAs who hayegence of less than 4 years and those

with more than 4 years.
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Table 4.2 The years of service in the industry fathe Financial Advisors (FAS).

Frequency  Percent Valid Percent Cumulative peent
4 Years and above 45 43.7 43.7 445
4 Years and below 58 56.3 56.3 100 \
Total 103

The percentages in Figure 4.1 show that 43.7% haee in the industry for more than 4 years,
56.3% have been there for 4 years and below. TWagenear equal representation of duration of
service in the two groups. This implied that thetealance of information from the entire sample

population thus generating findings that were Iprgepresentative of the target population.
4.4 Data Presentation and analysis as per the objees

The data that was collected from the sample pojpulatas analysed for each of the objectives
using SPSS and hypothesis testing for each olbgeatas done as follows:

4.4.1 To establish whether level of awareness delinsurance services influence uptake of

life Insurance service.

The first objective of the study was to establidiether level of awareness for insurance services
influenced uptake of life insurance services in Nbasa County. To achieve this respondent
were asked to answer questionnaire forms. Theatathis objective was analyzed based on the
null hypothesis: bk There is no relationship between level of awassrand the uptake of life

insurance industry in Kenya. The result was sunuedrin the tables 4.3 and 4.4 respectively.
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Table 4.3 .To establish whether level of awarenes¥luence uptake of life insurance service.

The research was to answer the question; how dwet d6f awareness influence uptake of
life insurance?

Frequency  Percent Valid Percent Cumulative peent
No influence 2 1.94 1.94 1.94
Small influence 10 9.7 9.7 11.64
Not sure 15 14.6 14.6 26.24
Large extent 46 44.7 44.7 70.94
Very large extent 30 29.1 29.1 100.0

The results from the table 4.3 show that the levereness of life insurance services to a larger
extent do affect the uptake of insurance indusyrypto 73.8 %.

Table 4.4 Correlations between the level of awarese by the members of public and the
uptake of the life insurance industry.

Level of awareness  Uptake of Insurance Inglust

Level of awareness 1 0.831
Uptake of insurance industry 0.831 1
No. of respondents 103 103

The finding from Table 4.4 found there was a pusitorrelation between the level of awareness
and the uptake of the Life insurance. This meaaswiith the increased level of awareness more
people take up insurance leading to uptake of tfeeihsurance.
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4.4.1 Research Hypothesis Testing
The research hypothesis for the study was:

1. Ho There is no relationship between Level of awareaesisthe uptake of life insurance.

Hi. There is a relationship between level of awareaasgsuptake of Life insurance

The data was analysed using the Chi-Square tondeterif the level of awareness with the
people of Kenya has any significant effect on tpake of Life insurance. The results of the chi-
square was summarized in Tables 4.5, 4.6 and 4.7

Table 4.5 Chi-square values to establish whetherfd insurance awareness affect the uptake
of Life insurance industry in Kenya

Observed N Expected N Residual
No influence 2 20.6 -18.6
Small influence 10 20.6 -10.6
Not sure 15 20.6 -5.6
Large extent 46 20.6 254
Very large extent 30 20.6 9.4
Total 103

Table 4.6 Chi-square values of null or alternativédnypothesis

Observed N Expected N Residual
Yes 91 51.5 39.5
No 12 51.5 -39.5
Total 103
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Table 4.7 Testing of Research Hypothesis

Large extent Ndueince

Chi-square 7.8965 2.2200

The results of table 4.7 indicate that the caledatalues of the chi square (7.8965), which is
less than chi- square (9.49) at 95% confidencd.l@Vverefore, accept the null hypothesis: there

is a relationship between level of awareness amdipitake of insurance industry

4.4.2 To establish whether perceptions towards insance held by the people influence

uptake of life insurance.

The Second objective of the study was to estahliséther perceptions held by people insurance
services influenced uptake of life insurance sewim Kenya. To achieve this, the respondents
were asked to answer questionnaire forms. Theatathis objective was analysed based on the
null hypothesis: = There is relationship between perception heldhieypeople and the uptake

of life insurance industry in Kenya. The result wasmmarised in the tables 4.8 and 4.9
respectively.

Table 4.8: To establish whether perceptions held byeople influence uptake of life
insurance.

The research was to answer the question; how deeemions held by people influence
uptake of life insurance?

Frequency Percent Valid Percent Cumulate percent
No influence 1 0.97 0.97 0.97
Small influence 9 8.74 8.74 9.71
Not sure 10 9.7 9.7 194
Large extent 49 47.6 47.6 67.0
Very large extent 41 39.8 39.8 100.0
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The results from the table 4.9 suggest that pemepheld by the members of the public largely
do affect the uptake of insurance industry by up#at %.

Table 4.9. Correlation between the perceptions taavds insurance held by the people and
the uptake of the life insurance industry.

Perceptions by people Uptake of Insurance Industry
Perceptions by people 1 0.877
Uptake of insurance industry 0.877 1
No. of respondents 103 103

The finding from Table 4.10 found there was a digant positive correlation between
perceptions held by the people and the uptake eflife insurance. This means that the

perceptions held by people influence the uptakbeLife insurance.
Research Hypothesis Testing
The research hypothesis for the study was:
1. Ho:There is no relationship between the level of gptions held by the people and the
uptake of Life insurance

Hi: There is a relationship between the level of @gtions held by the people and uptake
of Life insurance

The data was analyzed using the Chi-Square tordeterif the level of perceptions held by the
people of Kenya has any significant effect on tpeake of Life insurance. The results of the chi-
square are summarized in Tables 4.10, 4.11 and 4.12
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Table 4.10 Chi-square values on to what extent doggrception level affect the uptake of
Life insurance industry in Kenya

Observed N Expected N Residual
No influence 1 20.6 -19.0
Small influence 9 20.6 -11.0
Not sure 10 21.6 -11.0
Large extent 49 21.6 28.0
Very large extent 41 21.6 20.0
Total 103

Table 4.11 Chi-square values of null or alternativdypothesis

Observed N Expected N Residual
Yes 93 51.5 41.5
No 10 51.5 -41.5
Total 103

Table 4.12 Testing of Research Hypothesis

Large extent No influence

Chi-square 8.2758 1.7242

35



The results of table 4.12 indicate that the catedlavalues of the chi square (8.2758) on the large
extent of the people supporting the fact that éwell of perception will affect the uptake of Life
Insurance is larger than the table at 95% confiddacel. The computed value of the no effect
responses (1.7242). The Null hypothesis the leeetgptions by Kenyans has influence on
uptake of life insurance is accepted.

4.4.3 To establish whether level of income of theepple influence uptake of life insurance.

The third objective of the study was to establidietlier level of income influenced uptake of
life insurance services in Kenya. To achieve tthis, respondents were to answer questionnaire
forms. The data on this objective was analyzed dase the null hypothesis: o4 There is
relationship between level of awareness and thakepof life insurance industry in Kenya. The
results were summarized in the tables 4.13 andrédgkectively.

Table 4.13 .To establish whether level of incomefinence uptake of life insurance service.

The research was to answer the question on how ¢évacome influence uptake of life

insurance.
Frequency Percent Valid Percent Cumulate percent
Valid No influence 3 291 2.91 291
Small influence 8 7.77 7.77 10.68
Not sure 13 12.6 12.6 23.28
Large extent 30 29.1 29.1 52.38
Very large extent 49 47.6 47.6 0.00

The results from the table 4.13 suggest that tbenre levels of the members of the public to a

very large extent do affect the uptake of insurandastry by up to 47.6 %.
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Table 4.14. To establish whether level of income dhe people influence uptake of life

insurance.
Level of income Uptake of Insurance Industry
Level of income 1 0.911
Uptake of insurance industry 0.911 1
No. of respondents 103 103

The finding from Table 4.14 found there was a digant positive correlation between the level
of income and the uptake of the Life insurance.sTimeans that with the increased level of

income, the uptake of the life insurance is featigtd and vice versa.
Research Hypothesis Testing
The research hypothesis for the study was:

Ho. There is no relationship between the level of ine@nd the uptake of Life insurance

Hi: There is a relationship between the level of me@and the uptake of life insurance

The data was analyzed using the Chi-Square tordeterif the level of income with the people
of Kenya has any significant effect on the uptakeife insurance. The results of the chi-square

are summarized in Tables 4.15, 4.16 and 4.17
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Table 4.15 Chi-square values on to what extent do@scome level affect the uptake of Life
insurance industry in Kenya

Observed N Expected N Residual
No influence 2 20 -18.0
Small influence 8 20 -12.0
Not sure 13 21 -8.0
Large extent 30 21 9.0
Very large extent 49 21 28.0
Total 103

Table 4.16 Chi-square values of null or alternativénypothesis

Observed N Expected N Residual
Yes 93 51.5 41.5
No 10 51.5 -41.5
Total 103

Table 4.17 Testing of Research Hypothesis

Large extent No influence

Chi-square 7.8965 2.2200

The results of table 4.17 indicate that the catedlavalues of the chi square (7.8965) on the null

hypothesis is less than 9.49 at 95% confidencd.leMaill hypothesis, the level of income of
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Kenyans has influence on uptake of life insurangeaccepted and reject the alternative
hypothesis.

4.4.4 To establish whether the accessibility of éfinsurance influence uptake of life

insurance.

The Forth objective of the study was to establighetiver accessibility of Life insurance
influenced uptake of life insurance. To achieves,thhe respondents answered questionnaire
forms. The data on this was analyzed based onuthdypothesis: lj= There was relationship
between the accessibility of life insurance and uptake of life insurance industry in Kenya.
The result was summarised in table 4.18 and 4 48ectively.

Table 4.18To establish whether the accessibility dife insurance influence uptake of life
insurance Industry.

The research was to answer the question; how tieesctessibility of life insurance services
influences uptake of life insurance in Kenya?

Frequency Percent Valid Percent Cumulate percent
Valid No influence 1 0.97 0.97 0.97
Small influence 9 8.74 8.74 9.71
Not sure 10 9.7 9.7 194
Large extent 49 47.6 47.6 67.0
Very large extent 41 39.8 39.8 100.0

The results from the table 4.18 suggest that aitsktysof Life insurance to a larger extent do
affect the uptake of insurance industry by up tct83.
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Table 4.19. Correlation of whether the accessibilt of life insurance service influences
uptake of the life insurance.

Accessibility of insurance Uptake of Insurancdustry
Accessibility of insurance 1 0.877
Uptake of Insurance Industry 0.877 1
No. of Respondents 103 103

The finding from Table 4.19 found there was a digant positive correlation between the
accessibility of life insurance and the uptake lod tife insurance. This means that with the
increased with the increased level of accessibilitg uptake of the Life insurance is facilitated

and vice versa.
Research Hypothesis Testing
The research hypothesis for the study was:

Ho: There is no relationship between accessibilityL@é insurance services and the

uptake of the Life insurance

Hi. There is relation between the accessibility okLlifisurance services and the uptake
of Life insurance in Kenya

The data was analysed using the Chi-Square tordieterif the level of accessibility of Life
insurance services in Kenya has any significanecefbn the uptake of Life insurance. The
results of the chi-square was summarized in Tal2e,4.21 and 4.22
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Table 4.20 Chi-square values on to what extent doégcessibility level affect the uptake of
Life insurance industry in Kenya

Observed N Expected N Residual
No influence 2 20.6 -18.6
Small influence 10 20.6 -10.6
Not sure 15 20.6 -5.6
Large extent 46 20.6 254
Very large extent 30 20.6 9.4
Total 103

Table 4.21 Chi-square values of null or alternativénypothesis

Observed N Expected N Residual
Yes 91 51.5 39.5
No 12 51.5 -39.5
Total 103

Table 4.22 Testing of Research Hypothesis

Large extent No influence

Chi-square 7.8965 2.2200
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The results of table 4.22 indicate that the calimd values of the chi square (7.8965) on the
large extent of the people supporting the fact thatlevel of accessibility will affect the uptake

of Life Insurance is larger than the table valu®%&% confident level. The computed value of
the no effect responses (2.22) is also larger thawvalue of chi-square. The null hypothesis, the

level of insurance services has influence on uptdiliée insurance is accepted.

4.4.5 To establish whether price of life insurancservice influence uptake of life insurance
service.

The fifth objective of the study was to establishether price of insurance services influenced
uptake of life insurance services in Kenya. To aedithis, the respondents were asked to answer
guestionnaire forms. The data on this objective arzslysed based on the null hypothesig: H
There is no relationship between price of life nasice and the uptake of life insurance industry

in Kenya. The result was summarised in the tabl23 dnd 4.24 respectively.

Table 4.23 To establish whether price of life inswnce service influence uptake of life

insurance service.

The research was to answer the question; how duegiice of life insurance service
influence uptake of life insurance?

Frequency Percent Valid Percent Cumutve percent
Strongly disagree 2 1.94 1.94 1.94
Disagree 10 9.7 9.7 11.64
Not sure 15 14.6 14.6 26.24
Agree 46 44.7 44.7 70.94
Strongly agree 30 29.1 29.1 .Q00

The results from the table 4.23 suggest that tls¢ oblife insurance do affect the uptake of
insurance industry by up to 73.8 %.
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Table 4.24. Correlations between the price of lifensurance service influence uptake of life

insurance.
Price of insurance Uptake of Insurance Ingustr
Price of insurance 1 -0.831
Uptake of insurance industry -0.831 1
No. of Respondents 103 103

The finding from Table 4.24 found there was a gigant negative correlation between the cost
of life insurance and the uptake of the Life insuww& This means that with the reduced price of
insurance services, more people will insure theweselhence facilitates the uptake of life

insurance services.

Research Hypothesis Testing

The research hypothesis for the study was:

Ho. There is no relationship between the price ofilifurance premiums and the uptake
of Life insurance in Kenya

Hi: There is a relationship between the price of Lnfeurance services and the uptake of
Life insurance

The data was analysed using the Chi-Square tordigteiif the price of life insurance services in
Kenya has any significant effect on the uptake it¢ insurance. The results of the chi-square

was summarised in Tables 4.25, 4.26 and 4.27
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Table 4.25 Chi-square values on to establish wheththe price of life insurance premiums

influence uptake of life insurance

Observed N Expected N Residual

Strongly disagree 2 20.6 618.
Disagree 10 20.6 -10.6
Not sure 15 20.6 -5.6
Agree 46 20.6 25.4
Strongly agree 30 20.6 9.4
Total 103
Table 4.26 Chi-square values of null or alternativénypothesis

Observed N Expected N Residual
Yes 91 51.5 39.5
No 12 51.5 -39.5
Total 103

Table 4.27 Testing of Research Hypothesis

Agree Disagree

Chi-square  22.200 78.965
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The results of table 4.27 indicate that the catedlavalues of the chi square (2.2200) of the
people supporting the fact that the price of liferpium will affect the uptake of Life Insurance
is less than 9.49 value at 95% confidence levee Wull hypothesis, the price of insurance
premiums has influence on uptake of life insurameetherefore accepted and reject the

alternative hypothesis.

4.4.6 To establish whether the religious beliefs fluence uptake of life insurance services in
Kenya.

The sixth objective of the study was to establisteter the religious beliefs influenced uptake
of life insurance services in Kenya. To achieves,thhe respondents answered questionnaire
forms. The data was analysed based on the nullthgpis: H= There is no relationship between
the religious beliefs and the uptake of life insww& industry in Kenya. The result was

summarised in the tables 4.28 and 4.29 respectively

Table 4.28. To establish whether the religious beli influence uptake of life insurance

services in Kenya.

The research was to answer the question; how adiggous beliefs influence uptake of life

insurance?
Frequency Percent Valid Percent Cumulate percent
Strongly disagree 5 4.85 4.85 4.85
Disagree 9 8.73 8.73 13.58
Not sure 23 22.3 22.3 35.9
Agree 35 34.0 34.0 68.9
Strongly agree 31 30.1 30.1 100.0

The results from the table 4.28 show majority & thspondents do agree that religious beliefs

affect the uptake of insurance industry by up t&64
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Table 4.29. Correlation between the religious badf and the uptake of the life insurance

industry.

Religious belief Uptake of life insurance
Religious belief 1 0.687
Uptake of life insurance 0.687 1
No. of Respondents 103 103

The finding from Table 4.29 show there was a sigaift positive correlation between the

religious belief and the uptake of the life insum@n

4.4.1 Research Hypothesis Testing

The research hypothesis for the study was:

Ho. There is no relationship between religious belafd the uptake of life insurance

H1. There is relationship between the religious belied the uptake of life insurance

The data was analysed using the Chi-Square tordieterif the religious belief of the people has
a significant effect on the uptake of Life insuranthe results of the chi-square was summarized
in Tables 4.20, 4.30 and 4.31
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Table 4.30 Chi-square on how the religious belieffadhe people affect the uptake of life
insurance industry in Kenya

Observed N Expected N Residual
Strongly disagree 5 20.6 -15.6
Disagree 9 20.6 -11.6
Not sure 23 20.6 2.4
Agree 35 20.6 14.4
Strongly agree 31 20.6 104
Total 103

Table 4.31 Chi-square values of null or alternativénypothesis

Observed N Expected N Residual
Yes 89 51.5 37.5
No 14 51.5 -37.5
Total 103

Table 4.32 Testing of research hypothesis

Agree Disagree

Chi-square 68.965 32.200

The results of table 4.32 indicate that the catewlavalues of the chi square (68.965) is greater
that the Chi-squared value of 9.49 at 95% confiddagel. Therefore, reject the null hypothesis
and accept the alternate hypothesis; there isaiaeship between religious beliefs and the
uptake of life insurance.
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CHAPTER FIVE
SUMMARY OF THE MAIN FINDINGS, CONCLUSION AND RECOMM ENDATION
5.1 Introduction

This chapter presents and discusses findings ofetbearch, conclusions based on the findings,
offers recommendations and suggestions for futbgearch. It offers a summary of the study

undertaken; conclusions and recommendations bastteastudy findings.

5.2 Summary of findings

The study set out to establish whether the varadrs cited by insurance industry players do
affect uptake of life insurance. The factors that aften talked of are; level of awareness in the
population, level of income of the people, the @ri¢ the insurance service, religious beliefs and
the perceptions towards insurance by the people.iffestigation into the study was guided by
the six variables to show how they affect uptakénstirance. Descriptive research method was
used and inferential statistics to infer the sampsults to the population. By use of

guestionnaires, data was collected and analysed @&?SS to generate inferential statistics.

On the perceptions held by the people towards amsgr, the study results show that 87.4 % of
the respondents agree that by a large to a vagg kxtent perceptions do influence uptake of life
insurance. To answer the research question on hewpérceptions influence the uptake of life
insurance the study finding showed that when péi@ep are negative the uptake of the
insurance is negative and vise versa. The reseastit rejected the null hypothesis at 95% the
level of confidence and accepted the alternatiyeothesis that perceptions held by the people

has influence on uptake of life insurance.

On whether level of awareness influence uptaké&efrisurance study result showed that 83.8 of
the respondents agree that to a large and vereg lextent awareness has positive effect on
uptake of insurance. In addition, to answer theeassh question on how the awareness does
influence the uptake of life insurance the reseatady findings showed that there is a positive
relationship between the two. As awareness, iner¢lasre will be corresponding increase in

uptake of life insurance. The study result rejectieel null at 95% level of confidence and
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accepted the alternative hypothesis that thereredagionship between level of awareness and

uptake of life insurance.

On the objective of whether level of income of geople influence uptake of life insurance the
study result showed that 76.6% of the respondedtagtee to a large and very large extent that
that level of income has influence on the uptakéfefincrease. To answer the question of how
the level of income influence uptake of insurartee $tudy research findings showed a positive
relationship which means as income increase thdrdevincrease in uptake of life insurance.

On the test of the null hypothesis, the researgtlystejected the null hypothesis and accepted
the alternative hypothesis that there is a relahgmbetween level of income and uptake of life

insurance.

On the objective of whether accessibility of inswo@ services influence uptake of life insurance
the study revealed that 87.4% of the respondendtsgliee that to a large and very large extent
accessibility of insurance service has influenceuptake of life insurance. On the question of
how accessibility influences uptake of life inswranthe research findings show that there is a
positive relationship between accessibility andaket off life insurance. As accessibility

improves, there will be uptake of life insurancéeTresearch study findings also rejected the
null hypothesis and accepted the alternative hygsishthat there is a relationship between the

accessibility of insurance services and uptak&efrisurance.

On whether the price of life insurance premiums infisence on uptake of life insurance the
study result showed that 83.8% of the respondegrsed and strongly agreed that the price of
life insurance has an influence on uptake of lifsurance. On the question of how price of
insurance influence uptake of life insurance theeaech findings showed a negative relation
between the price and uptake of insurance. Thanseden price of insurance is high less
people take up insurance. On the test of the ohtliehypothesis the research statistic led to
rejection of the null hypothesis and accepting leé wlternative hypothesis that there is a

relationship between price of life insurance anthkp of life insurance.

On whether religious beliefs held by the peopléurfice uptake of life insurance the study result
showed that 64.1% of the respondents agreed aodgstrso that religious belief held by the

people towards life insurance has an influenceheruptake of life insurance. On the question of
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how religious beliefs held by the people influengeake of life insurance the research study
showed a negative relationship between the relgyioeliefs and the uptake of life insurance.
This means that a strong Muslim belief in Mombasa h strong negative influence on the
uptake of insurance. On the test of the null hypsiy the research study result led to rejection
of the null hypothesis and accepting of the altiweahypothesis that there is a relationship

between the religious beliefs held by the peoptwstake of life insurance.

5.3 Discussion of findings

This section will show how the research findingpmurt other studies discussed in the literature
review section. It will also convey the meaninglud findings and provide an important linkage

to other sections of the report.

The research study established that to a largeeateareness for insurance services has positive
influence for the uptake of life insurance. As pedpecome aware of the benefits of insurance
more will take insurance service. A research dopeAKI| (2010) showed there is lack of
awareness in the population about insurance pred@&#veral studies suggested that highly
educated people are more willing to accept thatitifurance provides economic security for the
family (Hammond, Houston, and Melander, 1967; Traat Truett, 1990).

The study revealed that perceptions held by thelpdoave a large influence on the uptake of
life insurance. Where the perceptions are negatieepptake would be small and vice versa. A
similar research done by SBO for Association of y&emnsurers established that the insurance
industry is affected by persistent poor public imabat has caused distrust among potential
customers (SBO, 2008).

The research study established that level of inchagea large influence on the uptake of life
insurance. This finding agrees with the researaddiffig of SBO done in Kenya market. It
confirmed that affordability was a key concern amdhe insured. Lews (1989), Hakansson
(1969), Fischer (1973), Fortune (1973) and Cam{i&b0) showed that the demand for life

insurance is positively correlated with income.

In the objective of accessibility, the researchdgtestablished that to a large extent accessibility

of life insurance services has an influence onupiake of life insurance. This finding agrees
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with the research findings by Association of Keirysurers. The low uptake of insurance among

the Kenya population had been partly due to usmgdd channels to sell insurance (AKI 2008).
5.4 Conclusion of findings

From the findings and analysis of the data, theaeher concluded the study by posing the
guestion; how does the research mirror the Kenygoulation? The research findings did agree
with many other research findings done by otherKémya and other parts of the world.

Research results could be applied to the Kenyalptpn as well. The research also confirmed

all alternative hypothesis and answered all theaeh questions.

In conclusion from the study of how various factafect the Life insurance in Kenya and

Mombasa County in particular affect the industtyjsi evidenced that there is a significant
positive relationship between the Life insurancéake and the perceptions held by people
towards the insurance industry. This means thap#ople’s perspective has a direct relationship

with the industry’s uptake.

The findings revealed that there were significansitive relationships between Income Level
use and Life insurance uptake. That means thdteaisitome increase there will be uptake of life
insurance. To a greater extent, the accessibilith@ insurance industry do affect the uptake of
industry with a positive correlation coefficienthi§ means that to a smaller extent there is a

weak positive relationship between the accessitwlithe services and their uptake.

5.5 Recommendations

From the study, the researcher recommends that;

1. All insurance stakeholders conduct an intensiveramess campaign by use of media,

plays and invite those that have benefitted froenitisurance service to give testimonies.
2. Affordable products are introduced to reach ouh®low-income earners.

3. The Government to come up with more tax incentteemotivate more people to take

insurance.

4. The religious leaders to be used to help removendgative religious beliefs in some

religion.
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5. The insurance industry to employ more intermedsat® increase accessibility of the
insurance services.

5.6 Suggestion for further study

1. The researcher suggests that a research to betdosgtablish how the years of
service of the intermediaries influence uptakefefihsurance.

2. There is need to do further research on how Islagligion influence uptake of life
insurance in Mombasa county.
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APPENDIX1: Letter of Transmittal
RICHARD NYAMBANE MASESE,

P.0. BOX 90213- 80100,

MOMBASA.

MOBILE: 0723 207 889.

April 24, 2012.

THE MANAGING DIRECTOR,

BRITISH AMERICAN INSURANCE,

P.0.BOX 30375-00100, NAIROBI.

Dear Sir,

RE: PERMISSION TO CONDUCT RESEARCH.

| am a Financial Advisor in Mombasa branch anddgng a postgraduate course at the
University of Nairobi, pursuing a Masters degre®inject Planning and Management (MPPM).
As part of partial fulfillment for the degree, | amaquired to carry out a research on ‘Factors
influencing uptake of life insurance products’. Nypic ‘Factors influencing uptake of life

insurance, a case of British American insurance-kiasa Branch'.

British American insurance company is the leadiogngany in life insurance products and is my
choice company for this research. | would likeréguest your permission to carry out the
research at Mombasa branch. The research will weviiterviewing 103 FAs. The information

obtained will be used purely and solely for academirposes and will be treated with utmost

confidence. Names or any other personal detail$ isbigappear in the report.
I look forward to your kind and favourable respanse
Yours faithfully,

Richard Nyambane Masese.
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APPENDIX 2: LIFE INSURANCE AGENT QUESTIONNAIRE

As a valued Financial Advisor of Britam insurangeu are kindly requested to spare a few
minutes of your time to complete the survey quesire. Your honest and complete answers
will be highly appreciated. The information you yise will be used purely and solely for
academic purposes and will be treated with utmastidence.

Thank you in advance for your participation.
Section A: Identification.

Branch (Optional)

1. Duration in the insurance industry:
a) 4 years and below
b) More than 4 years.

Section A: Market analysis
Tick as appropriate
a. Pre-dorminant ages of your clients: 18-30( ¥8X-) 41-50 () over 50 ()

b. Predominant source of income of your clients: Empgtb( ) Self Employed ( )
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Section B: Uptake of life insurance.

c. Please indicate with sign (X) the extent to whitte tfollowing factors would
influence uptake of life insurance.

Factors No Small Not sure (3) Large extent Very large
influence(1) influence(2) @ extent (5)
Perceptions held( ) () () () ()
by people
Level of income ( ) () () () ()

of the people

Accessibility of ( ) () () () ()

life insurance

Factors Strongly Disagree (2) Notsure(3) Agree(4) Strongly
disagree (1) agree (5)
() () () () ()

The cost of

insurance

Awareness of () () () () ()

life insurance

The religious

beliefs
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d. Please indicate the extent to which you agree sagiee with the following factors

that influence uptake of life insurance.

Factors Strongly disagredisagree (2) Not sure(Agree(4) Strongly
1) 3) agree (5)

Government policies () () () () §

Tax incentives () () () () ()

Government insuring( ) ( ) () () ()

its services

e. Please indicate the extent to which the followiagtérs would influence uptake of

life insurance.

Factors To a very greaffo a great To a moderate Toa less extentTo no
extent(5) extent (4) extent (3) (2) extent (1)

Uptake of () () () () ()

economy

Distribution () () () () ()

channels

Public education () () () () ()
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