
' 
COMPENSATION PRACTICES FOR MANAGEMENT STAFF IN INSURANCE 

0:\IP 1 1 S lN KENYA 

. 'OIZEY , LEOPOLD 

D61/7480/04 

A manag ment rc car h proj •ct ubmittc I in partial fulfillment of the 

n· q u i n· nu n t r: ) r t h c I c g re • ) f \1 a t r of B u 1 n c t- I min i t nl t ion 

ll\IB \j. 'hool )f Bu inc 



DECLARATION 

'I his pro1t.:<:t is Ill) Pli •i11 d' 1k. nd ha not been presented for a degree in any other 

lllli\ l'I'Sil , 

igned: ----------
~ · J& Dl 

---------------- - ------------------- I)ate: ----------------------------------

I hi pr f'd h, b~~n ubmitted for ~:ami nation'' ith m~ approval as the uni' er~it~ 

up~n i or. 

b. I o o (, 
----------------------------------------------- t : ----------------------------------



DEDICATION 

To my Dear Wife, I , th · ;\I" il :lli: -\! hos(' love for education and wholehearted 

support encouraged 111 • tu pur,tu· hinhcr education. To my ldds, Jannct and Grace 

To ly llad. It. taruno: - ho underwent pains to ensure 1 got the best in 

cdu ati n. 1om late Mum, Ntawiyahura- R.l.P 

To \l~ 'L ter : _ enoi} urn\ a and Others, My brothers M. AI phon ' C and Others, 

includino in Ia" : \\ ithout whose support 1 would not have made it 

yJy dear friend, Peter on 0. Magutu 

Ma God ble ' them 



ACKNO,VLEDGEMENT 

The success of this study \Vas a r' ult fa numb~.?r o I' p oplc to whom I am proud to give 

my thanks. First, my thanks g t) D \. \ 1 ( 1 ' uts - h ~ r Akadcmi schcr Au tauschdienst 

(Di\i\ D) I (it:rman cad ·mi h.lll•1l S r i 'l: ) !'or th~ scholarship awarded to me, 

w ithout this, I could not h" ·j in I IBA pro q·am me. 

I <llll ' l illvlul ttl 1m lll t\ 1 r. corge Omondi who guided me throughout this study, 

prtn iding 111 • "ith 1 ~1UJ material . suggestions and enco uragement. 

l um aLL) gmt ful t m) friend and classmate Peterson Magutu who never ceased to 

ad\ isc m, and int nene \\henever there is a difficu lty. 

1:- thank· go too to my group discussion and classmates, Levina M., Kachcru, Faith 

jimu. G. Bulitia. and ~1artin Mutua. I would also like to thank all my classm<~t~s for the 

Cllllpcratwn that 'haractc:rized our group throughout this course. 

I am grateful to my \\ife and daughters Esther, Jannet and race, M) brothers Alphonse 

~laniragaba - Alias Kamau- and Bernard Gisimbi for their moral and material ·upport. 

l Ia\ 10d bk. all of them. 

nk go to od '' ho ne\'er abandoned me throughout my journe) and "ho. 

ntinu" t b \\ ith me in futur . 

Ill 



ABSTRACT 

The maJor purposes of this stud) were to stab! ish the com pen ation practices for 

management staff among the 111 uran e 't)mpani~s in Kenya, and secondly to determine 

the factors that influence the comp ·n. ,Httm pr:wt ic s f'or management taff in insurance 

companies in Kenya. 

The resemcll \\ n a cell u" 111 . Pr i mar data was co li ccted using a semi -s tructured 

I ala \ a analyzed using descriptive statistics i.e. percentages and 

distributillll t,1bl · und 1 the procedures in version 10 of the statistical package of social 

sc icnccs ("I · ") ll' btain 'alue for further analysis to establi shing the magn itude and 

the nature or rclatioiLhip among the various variables. 

One. re\\ ard ''a· found to be a tool for motivating and increasing performance of 

m~magement employees in the insurance companies, where the current compensation 

-chem offered to management is both fixed and variable and the future compensation 

cheme \\a a variable salary. \Vhich depends on one's performance or output. Secondly. 

the in urance companie determine the compensation rates for their management team as 

oppl) ed to the le:) ·Jation. Thirdly. the metrics used when rewarding managcnh.'l lt team's 

pcrlonnancc 1::, the !i cal targets as opposed to cost reduction and producti\ ity gains. 

Fourthly. the major objective the current compen ation cheme is to motivate high­

PtH ntial management employ~.:es but the maJor constraint is cost control. ·1 he t\\ o major 

off! rs gi\ en t manau~.:ment t attract and r~.:tain good people \\ere medical sub idit...•s 

b ·n fit n n.:tir m~:nt b n fit . 

L tl •• th I in th d tcrminati n of mana m nt omp n mi 1n 

th n t I kill m.t t r 

11 I l n mu n nt 
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CHAPTER ONE: INTRODUCTION 

1.1 Background 

Organizati ons and human r ·sour·· (liP) pn)l~ssio 1 1ll l s <trc co ntinually in sea rch or ways to 

moti va te and reward emplo · · 

primary II R tool tlwt i u 

tll kr tn irt\.'ri.'<ISL' their llloti vati on and perf'ormancc. One 

'I rnoti\atio rl <ll ld pe rl (> rnwnce is co mpensa ti on (Lawler, 

t l: ·n on til~.: us~.: or vari abl e compensa tion schemes, instead 

larks. 200 I) in order to increase empl oyee producti vity and 

thus !irm pL·rllnrn m •. \ i tin advantage is that vari abl e pay costs " !lex in sync" with 

1'\.'VCI\llL'S \\ llL'n the 11111 i " II de igncd (Green, 2003 ). 

Flexible pa) ·cheme entail indi\ iduaL group, and organizational leve l forms or remunerati on 

·uch a· bonu ·e . incentive ·. on-the-spot bonuses, profit sharing, and various other pay- for­

performance cheme . They essentially are based on a principle that suggests an individual's pay 

hould ' an ba ed upon performance (of the individuaL group, or organi/ation ). Fixed 

compen ·ation tool . on rhe other hand. are preset such as the traditional straight sa lar~ method 

of pay. Burke and Terr) (2004) demonstrated. 'ia the usc or various economic concerts. ho\\ 

\'ariable pay enhance firm's financial performance. I !ov.e\ er, there is increasing discussion in 

the literature about the need for determining an optimal bait nee bet\\ecn li . ·ed and variable pa) 

co ·t · (Green. 2003. Rendell and immons. 1999). he imronant que ·tion , to consider include: 

ho\\ to J ·tine tht: .. opumal balanc ·· bel\\een 1i. ·ed and compensation co~t <111d ho" to tL·ach that 

balance. 

A Pren I rga t ( 1999 noll: d. i111: nth e an: pro\ i It: I t 1 \ 1rkcr thr nr ,h the c llllJL'n 'Ilion 

pra tic • f th ·ir ·m I ) cr I h nh nn r in ' hi h " rk th " inccnth 1 Ia~ .1 

i 'nifi nt r I in d t m1ininl! l th th 11 indi iduJII·' ·I fp 1 nn.m 

t1 n h 

h t n nh r h lllll II r ult Pf I 1 



and Langton, 1993). Thus, in some context . input-bn. eel pt1 will eli cit better results, whereas in 

others performance based pa) \viii be tht: optimum choice . 

The reward systems must b' ·) ,trl) · )tnll1tJnic;JlL'd , well understood by tho e af!'ectcd and 

accepted as relevant. s not· I b) I·'" k1 (I< ~ 7), pa ' can be an c!Tective motivator only if it is 

important to pcopll.: and it i 

credible w1d dinxt I in dl . 

tied to tll~o·ir pcrf(mnancc in ways that arc perce ived to be 

II I <)7~) clnplwsi;cs the point that all employees should be 

llunitit::>. Rcscan:h has supported the !'act that it is increasingl y 

important t{) llwti' ,11 • in it ·c upport p<.:ople to improv<.: their productivity. It is vital that 

111llllHI.!emcnt, 1·tbh r·Lognize that uch people arc essential and significantl y contribute to the 

organization's 1 r iitubilit). 

l'he e\.a ·t amount of money given to a person for work pcrrormcd depends upon several l ~1ctor , 

i.e . the \\ork done. the \\8)' in '>\hich work is performed and the minimum pa) for most rank-and­

til job i pre t by law. by labour contract. by community tradition or attitude or by some 

combination of the e (Toedt et al.. 1962). 

I. 1.1 Com pen ation 

(ompen 'dllon refer to all form of linancial r~turn . tangil ks sen tees and bcnelits L'mplo) ec;; 

re eive a· pan of an emplo)ment rdationship. 'J he common compensation practil.:c:-. ma) be 

direct!) inform of ca h, for e:ampk. \\ages. bonuses, incentives, merit, ba~e ptt) and cost ol 

li\'ing adju 'tmcnl. And/or the indirect!) received in terms or protection program . pa) for timL 

not " rked an empl ) ec :-.en ic~ • n I perqui ite tadtin. I J97 . 

L, b r mark t dt:tt.:mtinc th~:: lc\ d , n I di tribution ,fin lllC.I. . indh i lu· I "ith 1 ~ •tllat "n 'L' 

pa)m nt r lik I) t in th up r Ill Ill th "ith ut 

r. hin. 1 nd I 1111 ll r m, tk 

h n m th. It t 'If 

lull n I r p t tth lit 

htn thr u h hn K n . • J 



The relaxation of the wage guide lin · made it po · 'iblc !'or employees and firm s to nego tiate and 

change the level of wages on th ba i of pro Ju 'tivit ' and pcrl'ormance rather than on the basis 

of cost of li ving indices as was hith 'rto (Iki:11·:1 :md Ndung' u, 1997). Thi s has made real wage in 

the public and private sector r~m:un p) Ill\' :11'tl·r I t)t) .J .I' irlll s me also allowed to uppea l aga inst 

wages awarded to the \\ork ·r-.. l th · i11dustn.ll 'tHirt il' they !'ee l such wage awa rds affect their 

surviva l. 1\ !'tl:r the imp! ·m ·nt. d n t I tt:td • rdorms in the first half o!' the 1990s, it became 

ev ident thnt lo<.:ul li1Ill 11 ompctition !'rom imports. This made them adj u t their 

L'mplo) llll'lll k\ ·I· thu th nm 'nlmcnt of the redundancy laws in 19994, which allows the fi rms 

to disl'luu'L' IIHll\.' \l il) th' redundant "'orkers whcn m:ccssary (fkiara and Nd ung'u, I 997). 

rhc inl'lmnul sector uccounl for 70.4% of the tota l employees ou tside sma ll -scale agriculture 

compared to 6 ~ .6° 0 that \\a in 1997. Employment in the formal manufacturing and ·ervice 

·ector ha · not bee , er) table due to stilT competition, high cost of investment caused by poor 

infra ·tructure. \\eak. demand. thu . a decline by 0.6% (Republic of Ken) a 200 I: 2004 ). The 

turnowr i a characteri tic of large corporations. owner of mobile capital and prof'essional, 

technical and managerial personnel (Ghai 1997). The effects or market f'orces in the labour 

market and capital market. in mo t cases, rise in interest rate and Jo,.,er '"age<> c<>pcciall) for 

tho ·e of unskilled labour (Ghai 1997). 

This commitment ro the best hu. inc·s practices. qunlit~ or service and assured customcJ c.uc 

hmc called upon an optimal ''a~ l f moti\c.lting th ~..·mplo)CI..' throu~h a \\L'IItk igncd scheme 

of compensation ba t:d on fi ·cd and \ariablc scon.:. \\hich h, \C a prime importanl:c in husincss 

endeavor of thi. nature. J·or the last e\ 1.!1'"11 Icc, lc , the gl'll\\ ing intc 'r'ltion of t]1l• \\Orld 

~con nt) int inok. huge marketplact: ha increa e I IlK· inten ity or compdilion in the \\Orld 

m rkct t pr lit in a ''ide ran ' f m·mut, turin, •n i indu triL· 

II ill. 1 nd d n ur\ i\ 1 111 ) • 

b n fit . mp n au 

m ti 

hiu m n. I 

I I b 



1.1.2 Insurance Companie in Kenya 

There arc many positives to bl:ing a manat!~l. l.magcrs 12,c ncrall y arc paid more than others in 

the company. They appear to haY· mor~ pL)\\~r. And the power and pay diiTcrences tend to give 

the position more status or pr ·sti 1 '. I h~..·rc <lr~..· nwn nwnngemenl functions in business and , 

there fore, many manag 'I' tit! ...... P · '.lldkss ol' title, the manager is respon ibl e for planning, 

directing. monitoritt • tml '\ 1111 llin' th~..· pcopk and thei r work . Certainl y the top manager in a 

com puny, till· Chid' I· · ( I icct (( 1~0) is paid more than anyo ne else in the company. 

Munngcrs bdtn\ th · 'Cncrally paid more than everyone in their group as we ll , but not 

always . mutt.lg r llhl) ha\e the power to hire or lire employees or lo promote them. In larger 

companic ·. a manag ·r ma: onl: recommend such act ion to the nex t leve l or management. The 

manag~r ha the authorit: to change the work assignments or team members. The tnsurancc 

!inns in 1-.,.~n:- a ha\ e the folio\\ i ng catcgori es in thci r management sta IT structure 

(http:l "'''' .ak.in ·ure.com default2.asp? active _page id 89). 

enior tanager i a title giYen in a large company with a perceived need for additional levels in 

it management structure. In a hierarchy. Senior Manager falls between Manager and General 

langer. A enior AccountingtFinance Manager supen ises a major accounting !'unction. 1 he 

nior t-.lanager of Design Engineering may supen i e engineer<; and support starr engagl:d in 

de ign of a company's flag ·hip product or en ice. An 1\ccounting ~1anager supen i"e" the 

Accounting function .. n Operations \1anager is re!)ponsible for the operations or the compan). 

A human re 'ource · manager manages the human asp-.:ct:-. and assets in th~ or '<tiHzatton. ·1 he 

marketing manager doe the marketing chor~.: 

In umn e mpamc re pa11 fth ·lin ncial en h.: indu ll .. I he indu II) ·onl!ibute alout 

h 

bu I r in urcr 

r tn ur Ill ti 11 Ill lh 

I Ill t I pt 

11 1111\.: lll'\ . "[ h~.: in unm '" indu tl) in Ken) 1 

.• , \\ Ill) -l\ Ill 

in th m rk t 

r pr n .. 

n. h1l h[l 

nd hf 

Ill llllllll:l: 

Pr 1 II. 

ll n Ill t h I If 



insurance products currently being old in Kenyn are; fam il y protection. partnership protection, 

house purchase, financial planning. retirement planning. Inves tment, ed ucation, credit protection, 

key man insurance, funeral exp •n..,' ,m l ta'\ pl:mning. Insu rance co mpani es face stilT 

competiti on from other linanci,d in tituti,,n-, ~u~·h :1s h:mks :md sav in gs and cred it soc ieti es. This 

institution otTer similar prudu~.·t lik · tlhl:-~· p1n\ id~.·d hy insurtlllCC compa ni ~..:s. 

(llobali:t.ution uml lib., diz ui n lul\c opened up the economy to fi erce competition . Rapid 

populution 'J(l\\ th. hn\ • l'lh mi gnmth and unemployment have resulted in increased poverty, 

crii11L' uml r~.·dm:l'd 1 u1~o:h 1 in' pm\Cr of the popu lation. N~..:w laws and regulations hm e been 

promulgull'd. e 1 ·ting n~ amended while information technology has transformed the mode 

and ·peed of bu ·ine · proce · ·e!) and communications. On the social front , higher educational 

leYel · hme r~·ulted in a more sophisticated consumer. Ill Y/AIDS has emerged as a major 

public health i"ue· (Economic urvey. 200I; 2tJ04). '!his poses challenges to the insurance 

indu ·tr;, in Kenya. Then~ is stiff competition in the industJ') there being man) players ol'l'ering 

the ·ame products. There are many insurance c.:ompanie'> in Ken)a including international 

companie in Kenya like the American Insurance Group (A.I.G). 



1.2 Statement of the Problem 

The commitment and satisfaction of emJ I)) e~...· · at \\ ork is determined by among others, the pay 
package offered by the employ 'r. P 1) ht:IJ s em pi~) ·cs to meet their needs (Maslow, 1970). 

Different firms adopt emplo) · · p.l) 1 .~~..-~.l·'~'s th:1t :1rc not only uiTordable, but which help meet 

their objecti\es. lhc pa 

import ant plal'L' atnutt • t 

k ') to st:l If pcrl(mnance. Managerial sta rr occupies an 

1 lum. illCl' the) direct. supervise and guide other workers. They 

llljlo ~.:rs lt j, e to prcpme special pay packages l(lr management 

stu IT. l'hL·t r pa · pu ·I- 1 • • i l It n di I kn:nt and almost always better than that of lower level sta IT. 
It is thL·rl'!i.nL' L' [1\.'L't ·J the~< 1111 en·ation package will be diJTcrent for managerial staff in a firm 

und L'tH:h indu ·tr~ h,1 unique con idcrations that determine the pay package lor starr. 

ln ·uranc' industr~ i characterized b) intense competition, increasing number or lirms and 

ditTerentiation trategie~ used b) the firms. Management staiT in this sector is key to success or 
the firm in the indu tr). As a result of this, it is expected that the firms have developed ·pecial 

pa) pad..age ' for management level of staff (Economic. urvcy. 2004 ). 

i\lany tudie::. hm e been undertaken on the relationships between comjx:n:-.ation components and 

attraction. retention. and motivation or L emplo) ees (Barber and Brct;. :woo: (ierhart and 

1ilkovich. 1990: Ro) el a!.. 2001: Kahn and herer. 1990). Kilika ( 1999), looked at managers' 

compcn ation preference and the existing compensation scheme-. a ca-;e study or the co­

operative bank ot "-en~a: Gitau (2002) considered compensation ol prolessional employees. A 

un e) o auditor m multinational audit tirm ha eel in 'ai roht. 0 10) e (_002 ). looked at 
corporate performance and management compensation as an empirical in\ estigation or public 

companit in Ktn) a: Ko lo _QQ ... ) did 1 ~lin cy )f to k ba eel compl'n at ion cheml's !'or 
mpl ) publi lllJ. nil: inK n)a: Ki ri 2 4) ,tl o lid 1 un· ) n 1 rh,tm.tncl' ha l'd 

h m m 1111 aru li tc <~t th • 

trn d 1 un ) f p ·rformm r uth c 1111 ·n ti n h ·me 
111 K ·n .. 1. b rd till tme. 

th mmt1 n Ill nu Ill pll h Ill 



Nairobi; Muthigani (2005) as \\ell did a ·un c) of administrntion of employee compen ation 

schemes among commercial bank.s in Kt:n) a .. \!though a number or researches had been done on 

the area of compensation, no 'tu ly )f this kin I h<l<.l been done in the insurance industry in 

Kenya. 

Thi s study thcrefon: sought to · t lli. h tlw cotnpctlsation practices ror manngement starr among 

the in suratt<.:t..' <.:Otttp.utit:·s in that inlluenced the compensation or 

llHtnugc tllcttl stitiT in in 'lll n • 1 mpanit::, in I t:nya. 

i) To e ·tabli "h the compensation practices for management staff among the msurnnce 

companie , in Kenya. 

ii) To determine the factors that influence the compensation practices lor management starr in 

in urance companies in Ken;a 

1..4: ignificance of the tud~ 

It \\a· anttcipatcd that thts stud~ \\as to be u:-.cfultn the !'olio\\ ing groups: 

i). Academician I Rc ·earchers 

Finding from thi re earch ''ill a ist academician in broa lening of the ·yllnbu '' ith respL·ct to 

thi ~ tudy h ·n pr 'i ling b:pcr 1111 I ·r tanding 1111 en at ion 1111p lth.:nt 

ii). K n. 

Hndin 

p ti 

mpcn 111 n hem 

mpam 

t th K n) n m uran c mpani in th it l m1 n ation 

' ith rc p · t t th ·ir l1 ur m·m. •~.:mcnt Ill i in 1 un 



CHAPTER TWO: LITERATURE REVIEW 

2.1 Introduction 

fn an ever more competitiYe busin · ·m mmtnL'I1t, both loca ll y and globa ll y, many companies 

today arc attcmptin, to id ·mit) inntl\,111\ l.\ll1lp~nsat i o n strategies that arc clircclly linked to 

improving orgwt1laLiomtl p ·tl lllllll L . 1\ut this is not a n~w concept. For many years, incentive 

compcnsution i11 om: l~lllll 1 .111 th '1 has been a com mon fea ture or employment contracts in 

North llll'l'tra ( db IIlli 11. 19 7). I he usc or incentive systems is not onl y a defence 

mechani sm ~)II th • 1 JJll'l failing firms. hut more ol'tcn is also a positive ac ti on in recognition or 

the slrutcgk tl'lc of c 1111pen ation in furthering corpo rate goals. The bottom line i · that many 

comp.tn1 • .., .1rc b~ginning to e. pcrimcnt with compensation alternatives, as the flexibility to try 

nc\\ form .... t)t' management i an important m.:<:d l(>r th<: close or the 1990s ( l'hor. 19X9). !'his 

i · ·ue i ·critical for organizational effectiveness. ·1 he basics of incentive pay and how it corre lates 

\\ ith kilO\\ n organizational behaviour theories can be linked with the achievement of corporate 

goal through the u e of reward system. 

2.1.1 Compen ation practice 

There are man) approaches to incentive compensation. such as cash bonuses. stock. purchase. 

and profit baring. There is need to examine the individual and group incenti\e concepts that 

re\\ard performance ba ·cd on predetermined organizational goals and m~tncs. s~veral b~havioral 

theori~~ that can be a.socwtcd \\llh I'L'\\ard and comp~n.ation (motiqttion. achi~,~.·mcm. ~.·quit). 

~tc.). an I omcrgcnt and di\~:rgent 'i '\\ anlconclu ions fwm th~ bu in~.· communit\ 

llum n R ur 't.: lana '~tnt.: Ill being both .11 nt.:a kmic thcor) nd a businc practic~. it i bas~d 

n the n ti fir tl) human. an I h 1 iL 
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interdisciplining examination of people in the '' orkpla 'C as seen in fi eld s such as psychology, 

sociology and critical theories: ··po tmodcrni .· m. pnst-st ruct uri ng ". Second ly. the crif ical 1 he01y 

notes that I IRM suffers the probl ·m o!' th · 'llnnot•ttiot1 ol' its own name. trea ting humans as a 

resource (Stcycrt and Janssens. 19)) , 

Rhetoric IS an imporldnl 'llll i I 'I ttion Wtthin the understanding the criti ca l theory of JIRM 

(I ,cggc, ()()'I) . PostiiHI I rni m nd po:s t-structuring assis t in the unders tanding and 

contt:mpluti~lll ~)t tit· 1 • tlit) t I language and understanding. Empowerment, accord ing to 

Wilkinson. (I ~)l)~) ts ba ·d n uttitudinal shaping as pseudo- empowerment. There is a change in 

philosoph) in the " 11-k.place from personnel management to liRM whi ch is a new labe l, which 

among other human re~·ource practices are hidden within rhetoric. 

When an emplo)ee· , job performance exceeds the prescribed acceptable performance level tor 

the organization. the related re\\ard is called merit pay. It can be paid in the form of a bonus or as 

an addition to ba ' e pa). Emplo)ees generally prefer the latter: as such an increment becomes part 

of the ba epa) and continues to be received for the duration of cmploymL:nt. regardless of future 

performance le\els with often-re idual life-long benefits. Alternatively. the bonus is a single. 

one-off. lump- urn payment. ~hich can be in the form of ca h or other creative monetar) 

cheme. uch a· tock options. nlike a base pay rai ·e. a bonus i<; not automaticall) recci\ed in 

·ub equent years unlessjustifi d by le\el of performance in those years. ln short. ment pa) can 

be vie\\ed a .1 re\\ard for pa t performance. and incenti\'e compensation as an inducement for 

future performance (Appelbaum. 1991 ). 

< >r •an11ati n · r '' tr i tem 111\ h · m m 'ldl'. c mp '11 .Hi n und tH n-monet.tt) n:\\ ·u d . 

mp n ,nion. thl.·r , rc lin.: l ·omp·n .1tion .tnl in lir'l.ll'Ollll ·n attun 
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of performance (Pfeffe r, 1998). The organization siz >, loca ti on, and the type of industry may 

influence the pay levels (Tang et a/.. _QOOa, ). econd, employee benefit costs have jumped 

from 25 percent of payroll in 1959 to just 'cr 41 percent in 199" (US Chamber of Commerce, 

1994). Organizations also net: I to ·mk • thl' b~ll~lncc bct\\ een wages and bcnc!i ts in order to 

satisf'y employees' n ·cds ,md 11~ '\'Ill]' '1111\l'. 

Money is the instnllll 'Ill pf · 'lllmcrc ·and the measure of va lue. "Money isn' t everything, but it 

is the best 111~:! ri · .. (I tz · u. 1 { ). It has been suggested by researchers that money is a moti vator 

(e.g. I mvkr. llJ .' ). thcr mguc that money is no t a moti vator (i.e. a hygiene facto r) (e.g. 

Cameron <~nd I i~:n:c. 1994: I kt-;.berg. 1987a, b; Kohn, 1993, 1998; Pearce, 1987; Pfe !Te r, 1998). 

l\ lone) docs impro' e performance quantity and does not erode intrinsic mot ivat ion (Gupta and 

ha\\ . 199 ). Ilo\\e\er. thejur) is still out regarding the impact of financ ial incentives on 

performance quality. The meaning of money is ·'in the eye of the beholder" and can be perceived 

a· their ··t]·ame of reference .. in vvhich they examine their everyday lives (Tang et ul .. 2000a. p. 

2 17). On th one hand. it is possible to simply pay higher wages and lower benelits to satisl'y 

employ e ·· needs. On the other hand. some benefits arc quite important to emplo) ces. 'J he same 

b nefit does not suite\ er) \\Orker Workers do differ in their' aluation or various benelits. I hus. 

a cafeteria plan. for example. \\hich gives a worker more !lexibility in bene!it choices. can 

pro\ ide the mo t value to the worker for a given amount or expenditure. Researchers and 

manager of human r sources and compensation need to identify the most important 

compen:ation component, and satisfy employees· need . 

Incentive plan, arc ca h pa) ments made to cmplo) ces "hen they ccced predetermined jub 01 

organizational ~oal . and serve a:-. inducement ll) produce pecilic rc ult dt.: in:d b) the 

rganiz, ti n. The e metric c·m h · fi cnl targl:L ( , I nn b 1oking ). prodUL'twn output. or 

pr du ti\ it. , in ( t r u tic n. qu, lit)). •t 
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is critical to both its acceptance and success. Inc ntive payout must now be directly linked with 

either short-term or long-term m a ·ure . 

2.1.2 Components of Management omprnsafion 

Compensation serves differ nt l i ''11\~'s , th' main o n~s being to attract, retain and motivate 

high-potential employ· ·s . 1'111\\hil '. th' !ulfill111cnt o! ' thos~ goa ls is subj ect to co nstraints such 

us the tllHtlli L'IHIIl · · PI · 111 it.. n t ·ontrol and kg<li rcqu ircmcnts (c.g. wage and sa lary 

k~'i s lution ) . I l'lil:i~nl..' : ,, ,1 • th '01) asserts that ahmc-nwrket pay can in c r~u se ellicicncy and 

rcducL' unit l,tbl1t Cl) ·t (i .. attract high-quality app licants, reduce turnover, "shirking". and 

supervision and m·rea ·e effort) ( ampbell, 1993; 'appelli and Chauvin, 1991). Ili gh pay 

in11ucnces cmplo~ ee · deci ·ion · in employment acceptance and intention Lo lea ve (Armstrong 

and lurli:. 1994: Judge. 199": La\\ler. 1986~ Lawler and Jenk ins. 1992; Mobley. 1982). The 

mo ·t imr tll'li.llll r •a, tm fll· \~lhiiHUr> lut· nov~.:r is highc.:r wugt:s und l:nrt:cr opportunit) (C'umpion, 

l ~>9 1 ). 'ollea tu nts are more likely lo purslte jobs that oner hi j?h pay kvcls nnd jobs with 

indi\ idual-ba ed. fixed. job-based pay and flexible benefits (Cable and Judge. 1994 ). Fixed 

·alar). Variable salary. Vacation benefits. Medical benefits. Retirement benefits. Pension 

·holida) ben fit ~ . Bonuse ·. Incenti\es. Prulit sharing. On-the-spot honu-;es. Pa) -lor­

performance 

l~mplo)er· u e benefit to attract and retain good people: employee rei) on hcndits (medical 

ub ·idle . vacation . and retirement) to secure their linancial ,,eJlbelll g. By linkin' bene !its 

(pen ·ton and holida~ ·) to eniority. worker \\ill be rductant to chanl.!e jobs (Cierhan and 

1ilk0\ich. 199~) . Cn:nerous re\\ards tend to retain people bee, u c hi gh rc\\ald le\el s h.:ad to 

hi h , ti fe: ti n. 'mmitment. and loyalt): 

2. 2 J4 actor I n flu c n c in o I a nag c m c n t >nl(H.' n a t ion 

onduwn In th ·r lh m •r phr l th 

tJ th 1r 111 th all 

II 



the pay levels and practices of competitors. Legal j"ocrors. Thi s includes equal pay, taxati on o f' 

singles as compared to married people. pn) ns cnrn, laws re latin g to retirement age, pension 

schemes and retrenchment. According t Bmw ct nl. , (2000), one good example of this is the 

practice in USA, where supplem ·nt.lt'\ L'\.L ·uti c r•ti rcmcnt plans have been introduced as a way 

to restore hendit lost due to th · l11ntb 111 1llil\~ lll '11l laws. l ~ xcc utivcs can swap heav il y taxed 

retirement beneJits J'or 11 l.tHHll ·I 'lllplo cr-f'u ndcd life in surance contrac ts on the liCe o f' the 

executi ves or tht: ~,.· ~.·~·llli\ ·,Ill I hi hc1 spouse. 

Ci!ohul ( 'oiiiJit'litiun. I he incrca ing glohali:;:ation of' business, for example, has promoted 

corptlrtllitlllS t~1 -:hilt in 1rganizational structurL:, jobs and deployment or reso urces. all thi s has 

din:ctl) allcl·tcd p,t~ ,md j 1b 1 ricing. Jlobal competit ion coupkd with economic plc<~surcs. has 

also ·park.ed imere ·t in curbing fixed payroll costs and ensuring that the investment in 

compen ation produces increased employee productivity and organization performance. 

Economic and sociopolitical environment. This includes the influence or the business cycle and 

the pom~r of organized labour. 

Industry characteristics such as cyclical nature, high turnover. innovators, entrepreneurial, and 

traditional. Industry-standard wages vary considerably. llighly competiti e industric ·. such as 

oft good manufacturing. pa) only the \vage rl!quircd in re-,ponsc to changing conditions in their 

labour mark.ct. Les competiti\ c indll'>trics. -,uch as hard-goods manul"actunnl.!.. t) p1call) pa) 

·ome\\ hat more than the minimum rcqu1rL·d b~ the labour market. 

Emerpri'e characleri\tic.\. 'I he list im:ludcs culture (managcm~.:nt style). orl.!.anizational struclllrL'. 

obj cth~.: . p li i , nd trategic . tcchnolo '). iz~.:. prolitnbility (<~bili t~ to pa) ). com pdlll\ c 

ompr · ion (in~.: juit·tbk pay dit ti..'rcntial "h~.:n p·t) rat\.: l'or 

n ' f e ·p rien ~.:d ernplo) " an \\h"n ubordin•tt~.: '1\ r·ttL 11\.' 

r ). bnplo •' h wu teri li in lulin' ~.: iu uti n. ~:ni< 1 it •. 

n 11 t.:, ct . 

h 1r 1 1 n 11 u h 1 p < nn 11 t.:. nt 1 m. 111 I tu1 n \ 'I 

in unt th m nt I r qmr m nt pr Ill' 



requirements, skill requirements, re pon'ibility nc ·ountubility, working conditions, level of 

public contact, and the effort requir~ l to cc1rr~ out the \\ork . Factors such as responsibility and 

deci sion making would appear in~' ,\lu,ltion S) ste ms i'nr m ~mage ri a l jobs; phys ica l demands and 

ski ll mi ght appear in systems for f1 ·t H") .i\)hs: :1nd ;1cc urncy and amoun t o f' supervision received 

might appear as factors tn ckri ·.II m I t~·~.·lmic;ll c\ alu;lti on systems. 

Union lli storknll ·• " 1, • 1 11 • h 1 h • ·n the main issue in co ll ective barga ining but now. other 

issues itH:lutk time t)ll '' ith 1 I). income securi ty- lor those with periodic lay-offs, cost of living 

ndjustmL·nt and 'an )lf ·ndit (Kanin-lovers et al. , 1992). Firms should create an atmo phere 

that kts an indl\ idunl kn '' that he/she is important to the firm. Employees should share in the 

increased 1 rolitabtht) of an individual unit through better terms and adeq uate bonus (Kibera, 

1996). 

Di '<.Timinc.uivn. Although unacceptable, there is still concern about the cconom tc status ol' 

different group in society. The most obvious example is the lower economic status of females 

compared with that of males. This seems to be a consequence of the fact that males and females 

are not equally represented in vanous occupations. and the male-dominated occupations arc 

compcn Jted at higher rate than are f'emalc-dominated occupations. I hese determ111ants need to 

be con idered in light of the contingencies required for compensation decision· ( 1c erne), 

199-). 

Compl!/7\£1/ion polictl!\ , l'ht:sl! policie "ill intluencc th~..· \\ag~..·s and bcnl'lib it pa~ ~incc these 

polick 1 rm ide the b.L ic compcn at ion guiddin~..· in important &l!<h l'lll· ~..· . ample. the basics f'or 

. pr motion , nd kmoti n ]llici . OH:t1ime JXI) policic . oil ani lwlidH) . 

Buil ing fl ibilil) into the trn litional 'ic\\ 
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For employees, compensation is an important i sue incc pay is perceived to be an indication of 

their personal and market value to th orgnnizntion. on ' idcring that there is a tendency to 

standardize wage rates among comp ·tiltH's .. md th~1t th~r~ is a des ire to control labour costs. it 

becomes important to find a \\H) t Ill 1t1\ ,Ill' 1 L'I'St111;11 d~vc l opmenl and hi gh performance. while 

manag ing the intricate compcns,llit n m.llll. ,uHl ~nignw. 

2.3 Designin g au ·ff · ·ti " ·c mp •n ·at ion programme 

propl·rly design ·d .md managed incentive compensati on system can be a vehicle !'or 

numngcmcnl communication. although communication of the plan, its po li cies and what is 

expected or the emplo~ee i a critical as the underlyi ng message it is try in g to reinfo rce. The 

timulu · ior de ·ired behavioural change reflected by performance can also be achi eved thro ugh a 

properly de igned incentive compensation plan, supported by core management proce ses. 

Finally. emplo~ees for the effective accomplishment of tasks and results must understand the 

ba ·i ·of re\\ ard . Thi is a direct relationship between communications, culture. pcr!'ormancc and 

ultimate!). re\\ard . 

The communication of an organization's strategies and direction can be efficiently executed 

through incentive compensation ( albantian. 1987). While base pa) and benefit arc the --must­

hme .. conditions ufba ic emplo;.ment. the additional pa~-for-performance ekment identifies the 

behaviour · and re ·u lt · that management \\ants. thu-.. communicating the actions needed from 

employee at all Je, ·eJ . 

But communi ·at ion of the plan polic~ it ~.:If i k ) . and 1..''111 h~l\ e an im1 a~:t un organizH!illlt.tl 

fc ti\ n '( rp ratt.: cultur Kanin .md Bo~ k 19 \n op ·n ~· t m \)r c mnn1ni "ttillll, 

''hi h c n in th' org tnizni n· nth · 1 hit) oph). t~:nl to ·ne11l11 1 '~: 

re at . m I ultim tel) b im 

m th t pr hi bit mpl ut th ir r ., , rd minimtl 

rt:\ rd t n iti 11 lll t 

r t th t p 



Thus, the challenge is to choose a position of comm uni ca tion, perhaps a blend or the two that 

supports both the culture and the behm iours n~~ kd !'or organizationa l e!Tcctiveness. As well , 

proper communication has b en ho\\ n to incr~as~ ~mplo cc sa tisraction and appreciation of 

incentive compensation bendit (\lurlis. 199-1). n 1~1C ilitating a better or increased 

understanding of thl' up-st I· Jt>l ·nti.d. riskli\' lllrn -h<lsed systems may lead to a better 

apprcci<ttion ol colllpl'tlS td(>n un I 1 tk ihk 111 l'I1 11W compcn st~ tion arrangements. 

Posi lionin ' lll inc ·nth • 't >I11J •n ation programme as a core management process and a 

communicatiLll1 , chid· c.m be a method of integrat ing multipl e strategic initiati ves within a 

dynamic t.)rg,mizalil>n ( ib n. 199" . i\ company's compensation philosophy can be developed 

ll'om the busine ·,· \'i ·ion and mission that must support the business strategy. Thus, wi th the 

proper infra ·tructure in place. incentive compensation programmes can be extremely va luab le in 

·upporting the \\ay management wants to drive the company. 

ompen ation ) tems can also help define organizational culture (Nalbantian, 1987). i\ 

compan) ·s approach to de\'eloping. administering and managing compensation S) stems can 

influence the degree to \\hich empl 1yecs \'ie\\ a company as having a human rl'sourcc-orientcd. 

entrepreneurial. inno' ati\e. competence-based. l ~t ir or participatin: culturl'. 'I hesc S) sll'ms can 

al ·o differentiate one compan) ·s culture !'rom that of other organi;ations. 

Organizations that are serious about performance. and "hich often sec per formancc management 

a · the core bu. inc ·s proce s for achic\ ing their . trategy. are putting much effort into lakin~ 

different , IL'\\ f p ·rformance from all of th • .. takeholdt . .:Ts .. im oh cd to l'Ibllrl· succe~s 

C1ibson. 19 - . P\\ arc! apprai . al. cu. tom~r ami J ~~.:r re\ ie" an: a 'I'll\\ in • pan or the pay-for­

perform, n e picture in the curr~nt 'I ot·tl Qual ity 1 na •~.:mem ~m iwnm~.:nt. 
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Companies are attempting to identify inno' atiYe comp ' n nti on strategies that are directl y linked 

to organization performance. Linking btL ines.· strategy with people management, or "people 

strategy", is an approach based on s ., Tll 'twoll;lriL'S: de eloping a philosophy that foCL1se on 

how people can help an organi i':ttltlll: dd1nin~.t rL'l]Uirc mcnts to support busi ness-spec ifi c 

strategies; build ing organizational \11.11 ilitiL'S required to implement business strategies; and 

aligning pol ic ies and pro •t llllfll · I'·• ·rk •s to maximize their va lue based on the investment in 

people. To support tnd l' p.tn I further on this issu<.: it is ncc<.:ssary to enumerate certain 

conditions \\ l!ich 111 u ' I t,e pr · ent for rcv~ards to elic it des ired performance (Lawler, 1987): 

Import u11t rL'\\dl'lb c.tn be l.!i' ·n .111d tic<..! to p<.:rf(>nllallCt:. lnl(ll'mation ca n be made publi c about 

ho\\ rL'wards arc g1 H~n • urerior an.: v. ill i ng to explain and support the reward sys tem i 11 

di ·cu ·· ion · ,, ith their ·ubordinate::,. Rev.ards can vary widely, depending on the individual's 

current performance. Performance can be objectively and inclusive ly measured. Meaningful 

perfo rmance appraisal e sions can take place. Jl igh levels of trust ex ist or can be dev<.!loped 

between uperior and subordinate::,. 

As an added note to the last point, objectives set jointly by employees and managers will he lp to 

de\ elop the often-elusive trust. 1oreover, it ""'iII demonstrate to the emplo) ees im oh ed that 

their contribution is considered important, and should make it easier lor them to understand and 

accept \\hat is expected on their part. Ho,\e\ er. it i important to note that thi s requires hoth 

side to acquire ne\\ skilb. A Cissell ( 1978) mentions. emplo~L'l'S must learn to commun lc,lte 

With one another. probkm solve. and take action to impnn e producth it) : and manager!i mu-.t lk· 

prepared to II ten to and ·eek ideas fi·om subordinates and erti:cti\ dy coach and reinforce 

bt!haviour that "ill lead to gains. 'I hi , is n dyadic aoreement that Jll'eds to he based on trust lor 

hoth panic to •xpcrience "'\\ inf\\ in ... 



CHAPTER THREE : RESEARCH METHODOLOGY 

3.1 Research design 

Thi s was a census survey on ·om~ 'tbntit)ll t)f' m;uwg~m~nt starr in in ·urance companie 111 

Kenya. A census sur\'e · '' 't" htl ·n .t .111 nppropri<tt~ d~s i gn since all the insurance companies 

wen: s tu di~:d ll'ttsu lit' ' \\ 1 n ~ss.tl') for this kind of research so as to de termine the 

who. what. wllL'Il, "h1.·t · .111 1111" 1 I the ~.:omp'-!nsation prac ti ces (Cooper c t al. , 1994 ). 

3.2 Population 

Th~ pt)pulattOil in the tud~ \\US composed or all the forty-s ix (46) insurance companies 

OJ ~rating in ~Cn\cl cl~ ~en in appendix 3. (Insurance Compani'-!S Directory. 200(>). 

3.3 Data collection 

Thi ·being a cen'u uf\e) kind of study, a semi- structured questionnaire containing closed and 

open-ended que tion \\as used. The respondents ,,·ere the I Iuman Re<;ources managers in the 

in urance companie . The fir t part A. or the questionnaire asked the respondents to giH~ 

organizational details such a job title. educational qualifications. name of the company and 

department. The econd part- B. sought to get information on the compan) 's present 

comp n ation practice relating to management compensation practices and the components or 

compen ation to an .,,er the t\\O objecti\t:S. 

3.4 Data anal~ i 

Dt: ripth \\a u i. n te \\ r' u 1..' I to anal Zl' all.:gorical 

an I Di tributi n tabl lor fi.trth~..·r 
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CHAPTER FOUR: DATA ANALY IS AND FINDINGS 

4.11 ntrod uction 

This chapter will L:O\'L't d 111 tnth i .111d lindin~s or the n.:search . The data is summarized and 
') 

presc.:nt~..:d in th · l(ll'tll (lr pt 11 11i1 n . tahle and >ra l1 s. It documents the compensation practices 

l'or nHllllt 'l'llll'lll ·t,d I' in th ·in ur.mcc companic.:s in Kenya. f)ata was collcc.:tcc.l from the forty-s ix 

(46) illsunllll'l' u)mp,tni, 1 ~rating in Kenya as sc~..: n in appendix 3. (Insuran ce Companies 

Director). -006). r th\! 46 amplcd. 26 responded, a reasonably hi gh response rate of 57 

percent. 

4.2 General overview of the in urance companie ·' charactcri ·tics 

Thi ection pre ent a general O\ en ie~ of all the insurance companies 111 th l.! population of' 

Interest. 

4.2.1 Location of company 

The re pondent \\ere a ked to indicat the location of' the company. From the re'-teMch data. all 

the compame that were , i ·itcd arc loc.llcd in urban areas. implying the compensation is 

uppo cd to be tl~rban cost or ll\'1111! . 

.... 2.2 Onner hip of in urnnc companie 
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4.2.3 Insurance business tran acted by the company 

An insurance company can trans,\ ·t 'ith ·r 11 l'll1..'r:1 L Iii\: or composite insmancc businc ' s~lThc 
composite insurance compani ·s II. ' I ''IL'd ll) hll\ ' ~ ll I )( or business, thereby requ ire a higher 
number of empl oyees, \\ho sh ull .11:-.t) • 1~'l'tl'd to b · paid well. The respondent were asked to 
indica1C th <.: typl' of' Oltsitl' th ') lt.IU .I 1 Ill :ltHl f'ro~l1 til l: research data, 87% of' the respondents 

• -{ •• ~t I ·. . indic<tl cd (/Htl 1111...' II Ill I I lllJ Ill' lllSlll':lll~'l..' IHI SIJI I..'SS. <)t% {fllll .S <IC{ gcncmJ lllS UI'i.lll<.:C <l.S ..f% 
transuc l I i l(: inslll 111 • '. I I Ill< 11) or the illSllnt i1 CC companies visited require/have a bigger 
tlltlllbcr {)r L'mpll)\ · · . 1 r { mcd management team, who arc at the same time supposed to be 
paid \\l..'ll. 

4.3 ompen ation practice for management staff 

4.3.1 The u e of reward to increase motivation and performance 

Re,\ard i ·one of the ''a)s used in order to increase motivation and pcrl<.mnancc in a company. 
q Fr~,.) 111 the re earch data. indeed re\\ ard is one ol the primm) II R tools that can be used to a fleet 

moti\ation and performance (La,\ler, 1971). All the respondents indicated that re\\ard is a tool 
for motivating and inc rea ing performance of management employees. 

4.3.2 How manaoement taff i comp n a ted 

' [he rc pondent \\ere asked to indicate the compen ation scheme current!) in operation li.H 
mnnag~.:mcnt t~.:am. hom the r~.: earch datu. it \\U ~nmd thnt the currem comt en ttion scheme 
fli rc t manag~.: m~.:nt i oth fi . d ·m I 'ari hi . ·1 hi n ur \\ ith I z ·ur· ( \99- p1 1 1 it ion 

1111 ·n .niL n 
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4.3.3 The scheme of compensa tion to be used as a reward to management 
stafrs performa nce 

The respondents were a ·k.' It) in li ·:11~ th~ co mpensa ti on scheme they arc pl anning to put in use 
in the ncar future fot llH\11.1 'l..'tncnl t~nm . From the research data, it was found that the future 
compensation s<.:h 'lllL' \\,1._ ,I \'ariahk salary, which depends on one's performance or output. 
Indeed lk ·ilk p,t\ 1 th~..: most l~t shionab l c way of payment in the wake of performance 
contrm:ting. \s mH ·J b\ La\ •kr ( 1987). pay can be an e!Tcctive moti vator onl y iF it is important 
to peopk and tl is seen to he tied to their pcr!'ormancc in ways that arc pc rcc i\'l:d to be cred ible 
and direct. The tinn ha\e to therefore facilitate a better or increased understanding or the up­
·ide potential. rislvreturn-based systems, which leads to a better apprec iation or compensation 
under flexible incentive compensation arrangements. 

4.3.4 How management compensation rates are determined 

The respondents were asked to indicate how the compensation rates are determined in their 
firms. Usually it is either the firm decides, consult, the government decides or between two or 
more key players in the sector. From the research data, it was l'ouncl that it is the insurance 
cornpan) that determines the compensation rates Cor it s management team as opposed to the 
several \\a)S with a score of 92°1o. rhis is n~all) true since diiTen:nt !inns adopt emplo)ee pa) 
package that are not only affordable. but v .. hich help meet their objectives. lhc commitment and 
ati faction of emplo;ee at \\Ork is determined by among others. the pa) pack.age ol'fercd b) the 

emplo) er. Pa) helps t:mployec to meet their need~ ( 1aslO\\ . 1970 ). 

4 . . 5 ompen ation p licie t c \ Cr ma nag ment 

ht: pay pa kag~ i ~ key to staff p\:rformatH.:\:. l anag~rial taiT oc.:c.: upies an i mp~..mant pl.1c.:e 

nt 

111 the) dir\: 'l. ·upcn i 1.: an I gui le llhL·r \\OJ'kL't . 1111:) HrL' thL· kmk rs 
pc ial pa) I a ka 'C f r m·ma 1Cll\Cill . t II r I hL'il 

11 difl ·rent Ill I lm t I\\ 1) I Cllcr th 11 lh It r lo\\ •t k\ ·\ tall I hi.' 
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management team, and from the re Tar 'h data , it was f'ound that management is covered both as 
an individual and as a group with a 'Con:: or 35%. Their fami li es and spouses are not well 
covered/considered in the compens·1tion pnli ' ies governing management remunerat ion . 

4.3.6 The variable pay schcnu's for management team 

Workers do diiT·r m th ·it v lluation or vario us benefits. The sa me benefit docs not suit every 

worker. Tlw n:spl)IIJ ·nt \\ere asked to identify the most important variable pay components that 

sulisl'y mmmgrmcnt t ·am most. hom the research data , 57 % and 2'"' % of the respondents 

indicut~:d that th ·: u ·e bonu es and incentives respectively to deli ve r their va riable package to 
their tmuwgement team. 

4.3.7 Ho" pa) varies under performance based compensation 

Global competition coupled with economic pleasures, has sparked interes t m curbing fi xed 

payroll cost and ensuring that the investment in compensation produces increased employee 

productivity and organization performance. 1 he respondents were asked to indicate how pay 

varies under performance-based compensation . From the research data, 54 % and -+6 <Yo or the 

respondents indicated that variable pay for management team varies based upon perf'ormancc or 

an individual and depending on that of an organization respectively . This is in line with 

Appelbaum's (1991) observation that merit/variable pay should be ecn as a reward ror past 

performance from an individual and organizational pcrspecti\e as oppo ·ed to groups. Further, 

incenti\ c compensation is an inducement for 1\.tture performance and if the variable is tuned to 

indivtdual or organi;:ational perrormance. there \\ill he higher labor rates th ~ 1 t ma: kad to lo\\er 
labor co t due to emplo)ees· higher quality and /or quantity ofpert<.mnance (Pfeffer, 1998}. 

4.3.8 om pen ation ch me with the great t po itiv impact on the 

c mpan~ '~financial p rf rmnncc 

'J he rl! p md~.:nt \\ere a k~.:d to ui\ · mana 'L'ntent c mpen ation chune \\ ith the 'rL·atest 

rfonmm e .• , he m na 't:llK'nt tc, m hd thL· ' tL':t tc. t 

• nd i thdr Hnp ·n mi n h Ill" 
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the firm's financial performance. Thi is again t Burke and Terry (2004) demonstration that 

variable pay enhances firm' finunciul p~rl'ormancc <ls opposed to !! xed pay. 

4.3.9 The specific gain.\ assol'iafcd with variable compensation schemes for 

management team 

The n:spomk11t s " ·r · t ·k ·d to 'ivc the specilic gains associated with variable compensation 

sc hl:tnL's l"l)r nmn.tg ment team. It has already been found that the ruture compensation scheme 

wn · u Htriabk s.1l.u:. \\h1ch depends on one's performance or output (from abO\'e). Recently , 

more empha ·i · ha been on the usc of variab le compensation schemes, instead or fixed rorms of 

pa , ( reen. _00": Iarks. 200 I) in order to increase employee productivity and thus firm 

performance. Indeed from the research data, I 00% of the respondents indi ca ted that va riable pay 

increa e moti\'ation and management performance. 

4.3.10 Measures used when rewarding performance 

Incentive plans are cash payments made to employees when they exceed predetermined job or 

organizational goals, and serve a inducements to produce specific results desired by the 

organization. The e m tries can be fi~cal targets (->ales and bookings). production output. or 

productivit) gain (co't reduction. qualit)).l:lc. I rom the rc'\carch data. l9°·o o!'the rcspontknts 

indicated that the metric /measures used \\.hen rewarding management team ·s performance is the 

fi cal target a oppo ed to co t reduction and prodU<.:ti\·ity gains \\ hich rcceiYed 231~ 0 and 3
1 
~ 0 

re pecti' el). Thi i in line "ith the tand that payouts must now he direct!~ linked \\ ith either 

hort-term or long-term me<.tsures !he:- (I ang t!/ a/ .. :::!OOOa) 

4.3.11 H w bu ·inc s milestone arc achic\ cd 

'J he n; pondem \\ere a ·ke I to indicate ho" mil· tone 'lrl.: a hi~.·, t: I in the com1 any. incc in 
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addition to business milestones (Pl'cl'fer. !99R). Ind eed from the research data, linking company 
goals directly to customer satisfaction: u ing the concepts customer focu s and the concepts of 
total quality management are all \\ ''1) sin whi ·h milestones arc ac hi eved in the firm . 

4.3.12 Agreement with sonH' of management and compensation practices 

ThL: tTspotllknts " '1\.' " ~~I to indicate their agrcc 111 cnt with so me ge neral statements with 
rL:spc<.:t w tlltmag •m ·nt team and their compensa ti on practi ces. From the research data, all the 

respondents indtc • .ll d that: the management should be treated as basic business resource H RM is 

seen a· an under tanding of the human aspect of a company and its strategic importance; 
·econdl) depending upon how variable is used, variab le pay can create both ga ins and losses to 

the Linn and Ia ·ti). the job performance exceeds the prescribed acceptab le performance level for 

the compru1). Also on average, the respondents indi cated that as the variab le proportion of total 
compensation increases, many managers may demand higher levels of pay because of the ex tra 

ri k thev are taking: secondly. managers are rewarded when their performance exceeds the 
prescribed acceptable performance level for the company: and lastl y, variable pay plans tend not 
to be a attracti\ e to those individuals" ho arc older. risk averse. or" ho lack conlidcnce in their 

ability to perform the job. This is in line \\ ith some or the man) studic~ that have been 

undertaken on the relationships between compensation components and attraction. retention . and 

motivation of U employees (Barber and BretL. 2000: Gerhart and MilkO\.ich. 1990: Roy eta/., 

2001: Kahn and herer. 1990). 

1 he re pondent · also indicated the folio" ing: that all managers and employees are not 

champion of an HRM based polictes and philosophy in the company: there io.; no u pay scheme 

ba eel on pa t performance: the management is not offered pay us an mducem~.·nt ror !uture 
performance: bonu · is not automaticall) recei\ ed in~ ub equcnt ) cars \\ ith justtlication b) k\ ~ 1 .., 
0 r perform an e in thL' previou year : nwnager ' nr~.· a . \\iII in~ I l (I( cept \ ariahk pay tool \\ h~.·n 

the) are implemented at the 'WllJ leH:I \Cr u in li\i luaii·H:I): the h mu 1 1101 u inl.!k'.lllk'­

ofT. lump- Ulll I H)111Cilt. in the r rm of ca h r ·rcati\e Ill net. 1') heme c. ' · . hll'k lljtillll . 

mana 'Cr in lo\\ r in omc b ' ket ubjc t th ir I a) t a ' ri bl lllJ"LlllL'lll. 
hi \\ith Kilika' (I nm mp n ·ui n Jldl:r n t: ·md thl.· 



existing compensation schemes: a case tudy of' the co-operative bank of Kenya and Gitau's 
(2002) in his study on com pen ation or prokss ional employees. 

4.3.13 Some of the objccth l'S of the current management compensation 
schemes 

Its only thl' nwst ~:ni ·i 'Ill and best-manag<.:d organi zations can survive (Barber and Bretz, 2000; 
Chiu t'/ ul. 001 . !here pondents were t~sh:d to indi ca te some of'th<.: ob.i ec tives of' the current 
lll tllli.ll!.\?lllent Ct'lllPensation schemes. From the r<.:search data, 73% or the respondents indi cated 
that the major objecti\e their current compensat ion scheme is to motivate high-potential 
management employees, 23% indicated it is to retain hi gh-potential management employees, 4% 
indicated it i to attract high-potential management employees, as none indica ted it is enhance 
high atisfaction. commitment, and loyalty. This is in partial agreement with the statement that 
money, benefits, and many different forms of compensation have been used to attract, retain, and 
motivate employees and achieve organizational goals around the world (Lazear, 1998; Milkovich 
and ewman. 1999; Rynes and Gerhart, 2000; Tang ef a/., 1998, 2000a,b ). 

4.3.14 Some of the constraints that have hindered the fulfillment management 

compensation goals 

As from re earch data, compen ation senes different objectives, the main ones being to attract. 
retain and moti\ate high-potential emplo)eC'i. \1eaJmhik. the !'ullillment or those goals is 
subject to constraint uch a· the maintenance of equity. CO'it control and legal requirements (e .g. 
wagt..! <~nd '><liar) kgi lation). l ht..! rt..!spo11lknts \\t..!re a::.ked to llldtcc.lle some o! the constraints that 
ha\·e hindered tht..! fulfillmt..!nt management compen ation goals. hom the re ean.:h data . 92n~, 
indicated that the major wn~traint is co t control. 4% indicated the mainten, I1CL' of equit) and 
kiwi n:quin:mcnL as con trainh. 'I hi i in line \\ith tht.: ·1111:-ienc) \\a 'L' tllL·or> a. crtitlll that 

a O\e-market pa can incrca l' "lli ·i n ) md re lu e unit '" tlr t.:O t i.e. attr" .1 hi 1 h·qualit\ 
plic Ill • r lu • turnm r. ·· hirl,ing ·. Ill I UJ "' i il n m I in rca e •!Tort < llllJI ell. 1 ()l) : 
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4.3.15 Offers to attract and reta in good people 

Employers use benefit to attract und re tain good peop le; employees rely on benefits (medi cal 
subsidies, vacations. and n:tin:mcnt) ll) secure their linancial we ll -being. By linking benefits 
(pension and holida s) !~) s 'lltlHit , workers will be reluctant to change jobs (Gerhart and 
Mi lkovich, 199 ) Ci ·n ·mu r '\\:lt'ds tend to retai n people because hi gh reward levels lead to 
high satisltll'llllll, · lllllnitmctH. and loyalty. The respondents were asked to indicate the offers 
givL:n (<) munugt.:mt.:nt t attract and retain good people, 46% or the respondents gave medical 
subsidil?s bendit · a · a major offer, 31% gave re ti rement benefit s, !9% gave vaca ti ons benefits 
and ..j.0 ,0 gm e pen ·ion and holiday benefits as offe rs given to management to attrac t and re tain 
good I eor le rhi is indeed in line with the conviction that high pay influences employee's 
deci ·ion in emplo) ment acceptance and intention to leave (Armstrong and Mu rl is. 1994; Judge. 
1993; Lm\ler. 1986; Lawler and Jenkins, 1992; Mobley, 1982). 

4.3.16 Factors considered m the determination of management' s 
compensation levels 

There are many factors that contribute to the determination or employee compen ·ation levels. 
The respondents were asked to give the factors considered in the determination or the 
management' compensation levels under some key areas. From the research data. the responses 
'Were a follO\\s : 

Lnder labour/product mark.et conditions. 96% or the respondents gave the suppl~ 'lituation tn 
relation to critical kill . 6 -o~o ga' e the pay level · and practices or competitors as 62% gm e the 
demand ituation in rdation to critical ·kills . nder economic and sociopolitic<~l em ironment. 
96% of the n: ·pondents gave the pO\\Cr or Organized labour and <.J2° 'o gave the tnfluenc~..: or th~.: 
bu inc .~ c~cle a. !llctor:-o that contribute to the dc.:tenninatinn of emplo~ee comp~o.·nsc.Htl)f1 le,el' 

ndc.:r mpl >) t:e dwwetcristic . all the It 1 on knt (I 00% ) gave educmion. c:nimit). c::-.:penc:nc~..· 
an ualiti ati m n fa h r that contrilute t) the d<.·t rmi11'llion nf c mpln)~.:~.: \.:Olll)ensatil)f1 



Under legal factors, 96% of the re ' pondents gave laws relating to retirement age. 69% of the respondents gave pay as earn. 65°/o of the respondents gave equa l pay lega l requirement, 46% of the respondents gave pensions 'ht:>mcs :1nd n: trench mcnt as 35% or the respondents gave taxation of singles as compared to mnrri~..· I pi.?t)pk. Under global co mpctiti on, 62% or the respondents gave the increasing glob•\liz:1ti HI of' business <IS l ~lclOI'S that CO ntribute to the determination or employee compt.·nsati ll\ I'' cls. l Jndcr union, 77% of' the respondents gave cost of li ving adjustment und , ,l!lllls I ·ndtts, T<Vc> gave co llecti ve bargaining, 73% gave time off with pay und 7 ~% gave mn me securit -for those with per iodi c lay-o fTs as factors that contribute to the dcll:nninatilm l r employee compensation leve ls. Under co mpensation policies. 77% or the re ·pondent · gLt\"e ba ic compensation gu idelines, 77% gave salary increase policies, 73% gave promotion and demotion policies and 46% gave overtime pay poli cies as factors that contribute to the determination of employee compensation levels. Under enterpri se characteri sti cs, 100% or the respondents gave policies and strategies, I 00% gave profitabi lity (abi lity to pay), 96% gave Objectiv . 69°'o gme size. 69% gave competitive labour strategy (!cud or lag), 65% gave technology. 65°•o gave culture (management style), 62% gave salary compression (i nequi tab le pay differentials) and 62% gave organizational structure as factors that co ntribute to the determination of employee compensation levels. 

Under employee beha lOlll' characteristics. I 00% or the respondent gave perrormance. 92% gave turno\er and 69% ga\e absenteei~m. a. ractors that contribute to the determination or employee compensation levels. Under job characteristics. I 00°•o or the respondents gm c sk.i \1 requirements. 100% ga e responsibilit) accountabilit). 96°/o gme working conditions. 96o•o ga' e phy ical requirements. 69% gave the mental requirements (problem solving). 65% l!ll\e le\d of public contact a· 6:% ga\e \!!fort required to carry out the "ork. as factors th,lt contribute to the determination of employee compen ·mion k\el . Under di crimination. 9(l~o ul tlK· re::;pondents ga\ e the economic tatu · or females compan:d "ith that ot' mules and 9_% !!,a\ e the ecunnmic ~tatu of difkrent group in socit:ty. a l~lctors that c lntrihute to the tleterminati\Hl nr emphl~ ee comp n tion h.:H.:I 'I ht.: mot impll11ant n.:·t on tor \Oiuntary turno,~.:r i hi •hl'l' \\ag~..·s and r r pp rtunit) mp• n. l I . 



CHAPTER FIV E: UMMARY, CONCLUSIONS AND 

R OMMENDATIONS 

5.1 Summary 

The major pmpo-.;es PI' thi stud \\LJ'e to establi sh the compensa ti on prac ti ces for the 

management st<tl'l .lllhlll • the insurance compan ies in Kenya, and seco ndl y to determine the 

fac tors that inl1u ·m:' thl! compensation practi ces for the management staff in insurance 

companies in hen) a. 

On the location of the company. all the compani es that were visited are located in urban areas, 

impl)ing the compensation is supposed to be tuned the urban cos t of li ving. Mo t insurance 

companie in Kenya are foreign owned, with a small percentage or local ownership . Reward is a 

tool for motivating and increasing performance of management employees in the insurance 

companie . The current compensation scheme offered to management is bo th !i xcd and va riable 

and the future compensation scheme was a variable salary. wh ich depends on one's pe rlo rmance 

or output. The insurance companies that determines the compensation rates !'or their management 

team as oppo. ed to the legi slation. The man age ment is covered both as an indi\ idual and as a 

group; the in urance companies to deli\ er their variable package to their management team also 

use bonu e and incentives. Variable pay for management team varies based upon perlormancc 

of an individual and depending on that of an organization. 

It ,,a also found that tixed pay lor management team has the highest impact on the linn· s 

ftnan ial performance as variable pay increase · motivation and management p~.:r!'ormance . 1 h~.: 

metrics u ·ed \\hen re\\ arding man.tgemcnt team· s performance is the lisc<tl targets as opposed to 

cost reduction and productivity gallls a ltnkin~ comJXIl1) gnal dtr\.'<.:11~ tn cu \tll111.-r sati:--l'action: 

usin' th~.: ·onccpt cutomcr l'ocu and the corK·cpt ofttltal qualit) manag~.·m~.·nt \\ere "")sin 

,,hi h mil· tone .trl.' n hk·' c I in th · lirm . liP major t>h.il'Cti' 1.' tlk· curr~.·nt compcn :llrnn 

Ill 
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There are many factors that contribute to the determination of employee compensation levels: 

under labour/product market conditions. the upply situation in relation to criti cal skill s and the 

pay leve ls were the major fu 'tors un kr co nsidera ti on. The economi c and soc iopolitical 

environment factors \\'Cf' th' p0\\\.'1' tll'orn:lllil.cd labo ur and the inlluence or the business cycle; 

the employee charact 'rtstt 's undl..'r ·onsi<.kration were fo und to be educati on, seniority, 

experience and qualili \Itt n , th' !~gal f~tctors were fo und to be laws relating to retirement age, 

pay us eum ami l'll ual pi) legal n:q u i rcm~.:n t. The gl oba I com peti Lion factor was the increas ing 

globalitalion t)l' bu·tne . ·r h~ union f~1ctors were fo und to be the cost of li ving adjustment and 

vnriou· bendiL. culkcti\~ bargaining, time ofT with pay and income sec urity- Cor those with 

periodic Ia) -oil a· factor:, that contribute to the determination of employee compensation leve ls. 

The c01npen ·ation policy factors were found to be compensation guide! ines, sa lary increase 

policies. and promotion and demotion policies. The enterprise characteristi cs factors included 

policie and trategies. profitability (ability to pay), Objectives, size, competitive labour strategy 

(lead or lag). technology. culture (management sty le), sa lary compression (inequ itab le pay 

differentials) and organizational structure as factors that contribute to the determination of 

employee compensation levels. 

The employee behaviour characteristics factors \\ere performance. turno' er and absenteeism. 

The job characteristics determinants ''ere found to be skill requirements. 

re ·ponsibilit) accountabilit). working conditions. ph) -.,ical requirement'>. the mental 

requirement (problem solving), level of public contact. cl'fort required to carr) out the ,,ork. 

The di crimination variable were. the economic ·tat us or ll:males compared "ith that of males 

and the economic tatu of different group· in societ). as f~1ctors that contribute to the 

determinatiOn or employee compensation lc\ els. [he most important reason for , oluntarv 

turno\ er is higher wages and l<lreer opportunity ( Campwn. 199 I). 



5.2 Conclusions 

Based on the results from data nn·1l~ :i::; and lindings of' the research from chapter four, one can 

safely conclude the foliO\\ in': 

First, reward is a tool !i.ll mtli\',llinn ~111d increasing performance of management employees in 

the inSUI'(IIl L'L' L'lllllp,llli •s. \\11 'tl.'h) tilL' CLI1'1'1.' 11t C0111pensa tion scheme off'ered to management is 

both (i ·l.:d ami \\tri,d I· ,tnd the f'uture compensation scheme was a variab le salary, which 

depends on om::· · l err rmance or output. The variable pay for management team varies based 

upon performan ·e of an individual and depending on that of an organization . The fixed pay for 

management team ha · the highest impact on the firm 's !'inancial performance as variable pay 

increa ·e · mt..Hi' ation and management performance. Second ly. the insurance companies 

determine the compensation rates for their managcmcnt team as opposed to the legis lation. The 

management is also covered both as an individual and as a group; the insurance companies to 

deliver their variable package to their management team also use bonuses and incentives. 

Thirdly. the measures used when rewarding management team 's performance is the fiscal targets 

as oppo ed to cost reduction and producti vity gains as linking company goal · directly to 

customer sati faction; using the concepts customer focus and the concepts or total qualit) 

management vvere ways in which milestones are achi eved in the firm s. Fourthly. the major 

objective the current compensation scheme is to moti vate hi gh-potential management employee 

but the major constraint i co t control. 'l he t\\O major oilers gi' en to management to attract and 

retain good people were medical subsidies b~.:nelits and retirement benefits. 

La tl ~. the major f~lCttH~ that <1re u-;ed in the Jeterm i nation or management· com p~.·nsat ion k' e Is 

arc the suppl~ ·1tuation in relation to critical skills and the pa) le\ els "ere the major l~lctors 

under con ideration. tht..: p0\\1.!1' or organized labour and the influence or the busmess cyck. the 

It:\ e1 l)f education. eniority. e:periencl.' and qual i lications. the Ia\\ relating to retirement a~c. 

the incn.:a ing globalization of bu ine . the co t of li' ing ndju tnh:nt and , nrious benefits. 

11 thl.' b,r,,inin'. tim o I \\ith Ja) lll'llll' curit)-lnt th) \\ith J~:ri 11dil,: h\·olf . . 
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requirements. responsibility/accountabi lit . the economi c status of females compared with that of 

males and the economic tatus of different groups in soc iety. 

5.3 Recommendation~ 

The follovving r · · ll11111~ndations are also worth making to the insurance companies: 

The management ,·hould be treated as basic business reso urce IIRM to provide an understanding 

of the human a 'pect of a company and its strategic importance. 

Depending upon hO\\ variable pay is used, variab le pay can create both gains and losses to the 

in uran e companies and the job performance exceeds the prescribed acceptable performance 

level for the compan). There for as the insurance companies implement variable PH) schemes for 

their management team it should be done with caution and policy guidelines. Since ,·ariabk pa) 

plans tend not to be as attractive to those individuals who are older, risk averse, or who lack 

confidence in their ability to perform the job. 

All managers and emplo) ees should he champions of an IIRM based policies and philosophy in 

the com pan); there should be a pay scheme based on past performance and management should 

be off red pa) as an inducement for future performance. 

Bonus should be automatically rccci\ cd in ubscqucnt ) cars with j usti Jicatiun b) lc\ cis or 

performance in the previous ) ears: the I 011ll ' slwuld bL· a i nglc' on c-on: lump-sum pa) men L ill 

the form of ca. h or creati\ e monetary ::-.chcmc e.g. a toe!.: options. 



5.4 Limitations of the Study 

There was time and financial ·onstr<lint in cnrrying out the research. I fR manage rs who were 
targets for the questionnatr' \\ t.'l\.' \1..'1') bUS) lll OS l or the Lime and ke pt turning down the 
appointments. 

Most ol th~.· ltlltlttthllll \\erl' reluctant to parti cipate tn the research and had to be reall y 
convinLTd that it \\U · nly an academic exercise. Some co uld not full y fill the questi onnaire 
duimin 1 it the '' rk f idlers theirs could be an interview. For exampl e none or the respondents 
was read) to gl\ e the range of the compensati on levels that are o fTered to management staff 
(Que ·tion 11

. p.:tt'l B ofthe questionnaire, appendix 2) 

5.5 Sugge tion for Further Research 

This stud\ document the compensation practices ror management starr among, the insurance -

<.,; companies in Kenya and the factors that inlluencc the compensation practices !or management 
staff. Compensation as a motivation and satisfaction tool is applicable in all indu tries . The 
researcher recommends a study to be conducted to determine the extent other companies out ide 
the in urance sector use compensation a motivation and satisfaction tool for management starr. 
' uch ')tudies \\ill help in highlighting challenges racing Ken)an organi/ntions in the 
implementation of ound compen ·at ion ~chemes !or their management stall. 
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APPENDLCES: 

Appendix 1: Letter of introduction 

Dear i r /Mad a n1, -----------------------------------------------------------------------------
Rc: Compensation pmctin·.., fot· m~wagcmcnt staff in the Kenyan insurance companies 
I am an M n c mdid,\l' Ill th' lkpartmcnt or 13usincss administration, School of Business, and 
Universit ' l)r ,llt\)bi. I am in my research year or my postgraduate studies rocusing on 
"Com1 ~nsati n Pr.1cttce for Management Starr in the Kenyan Insurance Compani es". 

The purpo ·e of m~ re earch is to idcnti ry compensation practices for management starr in the 
Ken: an in urance companies. ome of the spec ific ob_iectives ol'thc survey component or the 
re earch include : 

a) To establish the compensation practices for management starr among the msurance 
companies in Kenya. 

b) To determine the factors that influence the compensation of management staff tn 
insurance companies in Kenya 

If you are interested in the results from this study you are welcome to request a copy or the tina! 
report by upplying your name and email address. An) queries regarding the qucstionnairc or the 
overall tud) can be dir cted to the undersigned. 

Please be c.lssured that tht'> information is sought for re'>L'Mch purposes only and ) uur rc-.;ponscs 
will be ·trictl) confidential. o individual' response will be identi!icd as such ~1nd the idt.:ntit) 
of person responding will not be published or rdeas ·d to an) one. \II information ''ill be u-;cd 
for academic purposes only. Plea ·e assist me 111 gathering enoul..?.h inli.mnatton to 1 resent a 
n:prt.: cntati\ e linding on the cutTt.:nt . tatu >f compensation b) compktin • thL' attached 
qu tionn, ir~. Your participation i cntird) \olumary IIH.I thL' que tilHunin.~ is complctd~ 
n nym u . • , h nk you \ ry much li.H· h IJ in \\ ith thi imp lrtant tu I . 
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Appendix 2: Questionnaire 
PART A: ORGAN IZATIO ' \L DETAI LS 

Questionnaire Number ........................... . .... .... Date 

Please provide the folio\\ in 1 m!' rmation r~garding your company. 
1. Name of wmptlll\' ....................... Date of cs tabl ishment ...... ..... . 

rban I Rural 

. Owm:rhip of in ·urance companies (2006 ): 

F retgn '' ner hip Local Ownershi p 

4. Insurance business transacted by the company: 

a) Life Insurance c) General Insurance 
b) Composite 

PART B: COMPENSATION PRACTICES FOR MANAGEMENT STAFF 
Plea e prO\ ide the following infom1ation regarding your organization's compensation lor its 
management team. 

1. I revvard one of the way u ed in order to increase your motivation and performance in 
the com pan) '? 

Yes 0 

I lo\\ i the management stall compensated'! 

a) A fi .·ed salat)' c) Both li.-ed and variable 
A vnri, bk alary I d) ( thcrs ............................. . 

Whi h h 1111.: r mp n ati< n \\ill ll prefer t ) he ll cd a n l"l'\\ I I I) ll1 ' \IH\ 1C1111.!lll 

tff 

al.lr) 
th fi . m · n d) lth rs ....................... . 



4. How are compensation rates for the managemen t determined in your company? 
a) The firm decides 

b) Insurance firm con ult other insurance 

c) Government I' ·i ks 

d) Fixed coop ·ntt\ •I) ll'l\\\.'1.:11 PO\ crnmcn t <.md insurance co mpani es! 

5. I o you htw · ·~m11 ·n ation poltcics to cover the (management) following? 
a) lndivtdual ·cparatcl d) Individual and spouse 
l) roup · e) Others (specify) ......... .. ...... . 
c) lndi\ idual. pouse. and nuclear fami ly 

6. What are the variable pay schemes for the management team in the company? 
a) Bonuses d) Incentives 
b) Profit sharing c) On-the-spot bonuses! 
c) Pay-for-performance f) Others .......................... . 

7. If you are compensated based on performance, hO\\ docs your pay vary'? 
a) 

b) 

c) 

It varies based upon performance of an individual 

It varies based upon performance of a group 

It varies based upon performance of an organization 

I 
l 

8. V.. hich compensation ·chemes \\ill haH~Ihas the gretltc<.;t positi\e impact on the compan) 's 
financial performance'? 

a) h ed pa) · heme c) Both li. ·l.!d and variable pay scheme I 
b) Vanabk pay chcm~.: d) Others ....................................... . 

9. What arc )me of the ·pl.!cllic gain' a ocintl' I \\ ith 'ariahk compensation ~chcmc.., ti11· the 
nh n, 1 mcnt t am in the l:Oillp:tn~? 

a V rhbk 1 H) im:t~:a c:. nwtiqnion an ll·mplo)t:L' pcrli.lttnlmt:l'l 
V, ri 

' rh p y nhan • , nun 1 tr m ~ r 



10. Which metrics are used \vhen IT\Ynrding pcrlormnnce in the company? 
a) Fiscal targets d) S~1lcs il nd bookings 
b) Qualit) c) Productivity ga ins 
c) Cost reduction I I) Production output 

12. llow do youtH:hil'' ·I u 111 •ss milcstoncs in the co mpany? 

a) l 'sin' th · · ~m~..:cpt s of'total qua lity management 
b) ' ing the concepts customer focus 

c) Linking company goals directly to customer sati sfaction 

13. Ple~n~ indicate whether you agree with the fo ll owing statements or not 

Statement 

I 
l 

Yes No 



14. What are some of the objective of the company's current management compensation 

schemes? 

a) 

b) 

c) 

To attract high-pLH •nti:1lm:1n:H.!,~m~:nt emp loyees 

' l o retain ht"h-jL\1 ·ntial m:ltwgcment emp loyees 

'I o rnottvut hinh jlllcntialmanagement employees 

d) To ·nlnn ··hi 1h sati sfaction, commitment, and loya lty · 

j 

I 
j 

15. From al ~lVL. \\ll'lt ~u\~ ·omc ol'thc constraints that have hindered the fulfi llment of the above 

a) 

c) 

l'he maintenance of equity b) Cost control 

Legal requirements (wage and salary legislation) 

I 

l 
16. Are you offered the following to attract and retain good people? 

a) 

b) 

ledical subsidies benefits 

Pen ion and holiday benefits 

c) Vacations benefits 

d) Reti rement benefits ! 

17. Plea e give the range of the compensation leve ls that arc olTcrcd to the management starr: 

Compensation .. 
Management 
level ~ 

Top 
Management 
Middle Level 
Supen isory 

Q) 

..0 
ro ·-'-
ell 

> 

c: 
0 

;,...., -' 
ell '-

ell u 
~ ell 
Vl > 

...... 
c: 
C) 

Vl C";l ~ E Vl 
-' ..... 

t..:: u t.:: Q) t.:: 
'-Q) "0 Q) Q) 

c: c: ....... c: Q) 
Q) Q) 

~ 
Q) Q) 

..0 ..0 ~ ..0 

r- - ----r---

0 /) 
c: ..... 

'i:; 0 
>-. Q) ell a. 

Vl ..!: Vl c: ell 
Q) 

;,.... 
Vl I Vl 

"0 Q) Q) 0 Vl ...... ...... Vl ::l c: ..!: 
::l Vl 0 Q) t,::; ....... 

c: c: I c: ..c: 0 u 0 c: Q) c: '- 0 
0-. 0<!3 co - 0-. 0 ..0 

. Doe the company in the determination or the management's compensation lc\ cis consider 

the foliO\\ ing fa t r ? 
-I Determinant of th \lanagcment om pen at ion Le' cl'! () 

-
Labour/ >roduct market conditi(Hl'l 

f-"-------:-- - -
upply situation 111 rclatton tu cntical !->k.tll 



[Does the company in the determination (?/'1111! munugeml!nt 's compensation levels consider the 
followingfactors! j 

Determinants of 
Compensation Level ' 
c) Employee 
characteristics 
Educntion 
St.:niorit 
Quul i licultl)l\ 
l: · pcrkn ·c -
d) _ , Legal factors 
~ml pa) legal regULrement 
Ta. ·ati n or ingles as 
compared to maiTied people 
Pa) as earn 
LmYs relating to retirement 
age. 
Pen ion schemes and 
retrenchment. 
e) Global Competition 
The increasing globalization of 
business 
f) Union 
Collecti\e bargaining 
Time off with pay 
Income security-for those with 
periodic lay-offs 
Cost of living adjustment and 
'arious benefits 

Com pen ·ation olicies 
Ba ic compensation guidelines 
. alan mere a. e olicics -·---
Promotion and demotion 

olicics 

--
Yes No 

-
~ -·-

-

·-1--

Determinants of Yes 
Compensation Levels 
h) Enterprise 
cha ract:eristics. 
'ulture (management sty le) 

Organizational structure 
Objectives 
Policies and strategies 
Technology 
Size 
Competitive labour strategy 
(lead or lag) 
Profitability (ability to pay) 
Salary compression (inequitable 
pay di rrerentials) 

"--i) Employee behaviour 
characteristics 
Performance 

Absenteeism 

Turnover 
j) Job characteristics 
Physical requirements 
The mental requirement · 
(problem solving) 
Skill requirements 

-- --
Re~ponsibilit) accountability - -\\'orkin, conditions 
I e\ eloi_J~blic contact --l flort required to can) out the 
\\Ork 

:-

k) Di crimination. -----~--~--~~ 
'I he cconomtc statu· ol dilll=rcnt 

No 

-

r_ 

'I h lllk . ou fur t.lkin~ th tim to ·om pi ·t • thi un• · .. 'I h r ult ut thi un l'~ "illlH• .. n til.thl oon. 



Appendix 3: Names of companies licensed to transact insurance business in 
Kenya 

- · -
Name of Com any - . 1. Africa Mcrch·mt \s ·uran ·' 'ompany -

-2. A. I.( I Ken I I l1Slll ,II\ ' ' 'o. Ltd . - ---3. p 11\Slll,ll\l' \I td 

- - -- -
- 4.4 [Wik1 Insurance ~any Limited 

5. Blue "' hidd ln ·urance 'ompany 
Limited 

6. Briti ·h. \merican Insurance Co. (K) 
Limited 

7. Cannon Assurance (K) Limited 

8. CFC Life Assurance Co. Ltd. 
9. Concord Insurance Company Limited 
I 0. Co-operative Insurance Company Ltd 
I 1. Corporate Insurance Company LTd 
12. Directline Assurance Company Ltd 

13. East Africa Reinsurance Company 
Limited 

14. Fidelity Shield Insurance Company 
Limited 

15. First Assurance Company Limited 
16. Gateway Insurance Company Limited 
17. Geminia Insurance Company Ltd. 

18 . General ccident In urance Company 
Ltd . 

19. I kritagc .I. I. I nsurancc Company 
Ltd. 

20. Insurance ompany of btst Arrica 
Ltd. 

Name of Company 
26. Kenya Reinsurance Corporation Ltd. 
27. Kenyan Alliance Insurance Co. Ltd . 
28. Kenyan National Assurance Co (200 1 ). 
Ltd. 
29. Lion of Kenya Insurance Company Ltd . 
30. Madison Insurance Company Kenya 
Limited 
31. Mayfair Insurance Company Limited 

32. Mercantile Life & General Assurance 
Co . Ltd 
33. Metropo litan Life Insurance Kenya Ltd. 
34.0ccidental Insurance ComEany Limi~ 
35. Old Mutual Insurance Company Limited 
36. Pan Africa Life Assurance Limited 
37. Phoenix of East Africa Insurance Co. 
Limited 
38. Pioneer Assurance Company Limited 

39. Royal Insurance Company of East 
Africa 
40 . Standard Assurance Kenya Limited 
41. Tausi Insurance Company Limited 
42 . The Monarch Insurance Company 
Limited 
4"'. 1 ridcnt Insurance 'omptH1) l imitcd 

-44. Trinity Life Assur<tncc ( ompan~ 
Limited 
45. lJAP Provincial Insurance ' ompan) 
Ltd 

-

-

-

-----i-_J. Intra Africa ssuranc ompany 46. /ep-Rc (P 'l A) Reinsurance 'ompany Limit ·d 
Limited 


