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Foreword 

The project "Development of a training model in the strengthening of microfinance 

in Uganda", financed by the Ministry of Foreign Affairs and International 

Cooperation aims at contributing to the creation and to the spread of a microfinance 

culture in Uganda so as to promote access to the sector and alleviate poverty 

 

Aims 

The objective of the intervention is the definition and the dissemination of a training 

model in the field of microfinance that can be replicated on a national scale and would 

have the potential to improve the effectiveness of this sector in Uganda, in order to 

ultimately reduce financial exclusion. 

In particular: 

1. Concerning the purpose of specializing the job offer in the microfinance sector, the 
training model aims at: 

 providing a specialized course (training) for Ugandans that aspire to become 
experts in the field; 

 increasing the possibilities of training choices for Ugandan students; 

 improving student mobility and international trade. 
2. In order to communicate better, it aims at: 

 enhancing the web channel as a mean of sharing knowledge and experiences of 
the operators; 

 promoting an autonomous and independent development of microfinance 
activities; 

 increasing the funding capacities; 

 improving the attractiveness of microfinance institutions; 

 contributing to further the deployment of contents and methodologies with 
regards to microfinance, sensitizing the target population to approach and use 

this instrument; 

 creating a culture of reporting and transparency to attract international donors. 

3. Concerning the attainment of a larger level of outreach, it aims at: 

 increasing the professional skills of the operators; 

 improving the operators' ability to form new professionals; 

 increasing allocation of skilled labor in the field; 

 identifying potential sectors for geographic expansion with reference to 
microcredit services; 

 expanding and improving the capacity of financial inclusion through 
microfinance diffusion in Uganda. 
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4. Concerning the purposes of promoting a comparative approach to microfinance, it 

aims at: 

 enabling greater international mobility of professionals and aspiring 
professionals; 

 empowering local operators. 

5. Regarding the exploitation and utilization of quantitative and qualitative information 

it aims at: 

 providing adequate skills for operators; 

 providing tools for the management, organization and enhancement of 
information assets; 

 enabling microfinance projects with sufficient academic relevance; 

 increasing the competitiveness of the sector, by stimulating research and 
development; 

 deepening the scientific research on the links between microfinance and micro 
and macroeconomic processes. 

6. Looking at the purposes of sharing business experiences it aims at: 

 identifying the best practices; 

 enhancing experiential learning; 

 enhancing the business skills of the beneficiaries; 

 promoting the spread of a micro-business culture. 

Expected results 

The project "Development of a training model in the strengthening of microfinance in 

Uganda" is aiming at achieving the following results: 

i. The organization of a specialized course will allow beneficiaries interested in 
working in the world of microfinance in Uganda to have adequate scientific and 
professional training as well enabling them to become "instrumental" in 

operating above all as advocates for innovation, development and growth of all 
the microfinance activities. Thanks to an international educational experience, 
the beneficiaries will acquire a critical approach to microfinance topics. The 
comparative methodology used in the course would put them in a position to 
develop a reflective approach concerning the elements of success of microfinance 
in the Ugandan context. At the end of the training, all beneficiaries will enter in 
contact with the world of Ugandan microfinance and most of them will be able to 
operate directly. 

ii. The pursuit of greater efficiency of the operators through a total training course 
will extend the degree of outreach, by responding as fully as possible to local 
demand. 

iii. By training of local operators to form new employees following a train-the-
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trainer approach, it will allow the microfinance sector to reach a number of new 
customers and affect them in a deeper way in order to reduce financial exclusion. 
The increased stillness acquired by operators, combined with their operating 
experience, could be the basis for an expansion not only in terms of human 
resources but also in terms of the training model.  

iv. Through training, greater sustainability could be achieved in terms of  
microfinance projects’ dissemination by helping the new operators to the 
introduction of new initiatives in remote areas. By reaching a larger number of 
customers, the sector will be enabled to move toward self-sufficiency.  

v. By improving the mobility of trained human resources, the new professionals 
will develop a comparative approach to microfinance, in particular to the issue of 
microinsurance, making them active actors and parties directly involved in the 
process of up-scaling the Ugandan microfinance sector and more generally in the 
economic and social empowerment. 

vi. The creation of an internet portal, in both Italian and English, will allow to open 
an interesting communicative window. On this platform, the activities and the 
results achieved by the project are disclosed at national and international level. 
The visibility acquired through the web could contribute to the spread of the 
model in the country, which could also give rise to new income source as 
microfinance institutions, local institutions, European lenders and other parties. 
The creation of an updated online database, the production of impact indicators 
and the promotion of the project’s efficiency will also serve as a self-assessment 
tool of the implemented activities. 

vii. By increasing the availability of relevant data, it would be possible to improve 
statistical analysis in order to assess the progress and the impact of microfinance 
projects. This will also enable the parties to carry out scientific research in order 
to attract the attention of the academic and institutional world to the potentiality 
of the sector in terms of socio-economic development. 

viii. By sharing micro-entrepreneurial experiences, positive externalities from the 
credit activities could be expected so to further expand productive activities.  

ix. The dissemination of best practices will improve entrepreneurial skills, fostering 
greater impact on the socio-economic context.  

x. The self-sustainability of the project arising from the formation of one or more 
"train the trainer" resources will ensure continuity in sharing models and in the 
dissemination of knowledge among other professionals. 

The project results have been collected on three publications, whose contributions have 
been subjected to a scientific evaluation and approval of the scientific direction: 

1. The Socio-Economic Impact of Microfinance: the case of “Wekembe”  

2. The Uganda Microinsurance Contest 

3. Microfinance course – concept papers 

Roberto Pasca di Magliano 
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The Supply of Microinsurance in Uganda: 
Understanding the products, best practices, and key challenges 

 
Jude Ssebuwufu, Jude Kimera 

Abstract 

The study focuses on the Supply of microinsurance in Uganda, and particularly it 
examines the microinsurance products, the best practices in place, and the key 
challenges. The specific objectives of the study were five, namely, 1) To identify 
typologies of microinsurance products, respective target groups, and suppliers of these 
products on the Ugandan market; 2) To examine the performance of microinsurance 
products in satisfying the needs of the clients; 3) To establish key best  microinsurance 
practices in terms of social protection of the clients; 4) To establish key challenges of 
microinsurance packages in Uganda; 5) To make appropriate recommendations based 
on Ugandan best practices and other local realities. 

Overall research design is a case study. It is the case of microinsurance supply in the 
central region of Uganda, to represent the entire country of Uganda. The quantitative 
approach of research was employed. In the selection of the geographic coverage the 
urban, peri-urban, and rural realities were considered. The respondents were drawn 
from clients of microfinance institutions who are on microinsurance schemes, insurers, 
agents of microfinance institutions, insurance brokers, and the National Regulatory 
Authority. The study was carried out in four districts in the central region of Uganda, 
namely, Kampala central district (Urban), Wakiso district (peri-urban), Mpigi district 
(rural – farming), and Sembabule district (rural-cattle keeping). Five microfinance 
institutions operating in the chosen districts participated in the study with at least 50 
respondents randomly selected from each of the microfinance institutions, and the rest 
selected from the remaining respondents. The actual sample size was 312 respondents.  

From the findings, the most widely known insurance cover on the Ugandan market is 
insurance against death eventualities (83.1%), followed by Accident or disability 

insurance (56.9%), then Insurance against catastrophes (52.3%), Life Insurance (48.5%), 
and Agricultural Insurance (47.3). All of these insurance products target both indivuals 
and groups although some products appear to target individuals more than groups. 
These include accident or disability insurance (45.2%), life insurance (44.1%), and 
insurance against death eventualities (44.5%). Regarding the suppliers, the findings 
show that financial institutions were most highy rated (59.7%) followed by insurance 
companies (38.4 %) and other suppliers (2%) including money lenders, NAADS, Vision 
Fund, and BRAC.   

Regarding the satisfaction rates, generally speaking people are not happy about the 
insurance products and services of insurers. It is only the insurance against death 

eventualities that received a relatively high rating of 77.2% (broken down as follows: 
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44.5% high satisfaction, 32.7% fairy satisfied, and 5.9% poorly satisfied or not satisfied at 
all). Respondents pointed out the hassle of processing their compensation, the failure to 
reach out to people in the rural settings to sensitize them, and the exorbitant premiums 
required, as key reasons for their dissatisfaction.  

As best practices in microinsurance  in Uganda,  the folowing were identified: Prompt 
compensation (74.5%), proper understanding of the clients (73.6%), flexibility in 
creating insurance schemes (73.5%), possibility of group insurance in addition to 
personal insurance (70.7%), clear legal framework (63.5%), and respect for cultural 
practices (49.2%). Other best practices mentioned by the respondents include 
continuously educatin clients and being flexible with claim requirements, providing 
timely services to the clients, being sensitive to customer needs,   extensive sensitization 
and mobilization of people in the villages on the importance and operation of 
microinsurance, among others.  

 The findings show that the 10 most critical challenges to the insurance industry, and 
particularly to microinsurance include: weak consumer protection (87.9%), minimal 
penetration of microinsurance in rural areas (86.7%), failure to reach out to potential 
clients and poor publicity (86.1%), unaffordable insurance premium (85.8%), inability 
by insurers to compensate promptly (83.8%), negative perception of insurance by the 
people (83.3%), lack of government assistance (81.6%), failure by insurers to reach out to 
the clients to negotiate the terms (79.3%), poor communication between clients and 
insurers (78.9%), and cultural and religious beliefs that undermine the insurance 
industry (56.9%).    

To improve the efficiency and effectiveness of microinsurance in Uganda and enhance 
development, the following are the key recommendations: sensitization of the Ugandan 
population, particularly the rural people on the role of insurance in general and 
particularly on the importance of microinsurance, and how the industry operates; 
government, through the national insurance regulatory authority, should come up with 
the necessary legal framework to guide microinsurance, ensure customer protection, 
and control bad practices among microinsurers; the suppliers of microinsurance should 
be responsive to the needs of the clients, for example by promoting negotiation of 
premiums and re-payment schedules with clients, accelerating the compensation 
process, creating insurance schemes that fit the varying needs of clients, creating 
mechanisms of receiving clients’ concerns and providing timely feedback to these 
clients; governement and insurers should invest a lot more in agricultural insurance 
since the majority of the poor, the women, and the marginalized, especially in rural 
settings, depend on agriculture for their livelihoods, yet due to climate change, there is 
a high degree of uncertainty for agriculturalists; and expanding health insurance 
schemes to the villages where many people are dieing of curable diseases due to lack of 
money to access health facilities. 
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List of Abbreviations and Acronyms 

 

AMFIU  Association of Microfinance Institutions of Uganda 

et al.   and others (authors) 

Freq.   Frequencies of responses  

GPA   Group Personal Insurance 

ILO   International Labour Organization 

IRA   Insurance Regulatory Authority 

LCs   Local Government Councils 

MFIs   Micro Finance Institutions 

MoFP&ED  Ministry of Finance, Planning, and Economic Development 

NAADS  National Agricultural Advisory Services  

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

9 

1. Introduction  

1.1 Contents of the report 

This report comprises of five sections: section one gives a background to the study, the 
problem of study, objectives of the study and scope of the study. The second section 
presents the methodology of research employed to carry out the study. The third 
section comprises of reviewed literature relevant to the study. In the fourth section 
empirical findings are presented and discussed. In the last section summaries of 
research findings are made, key conclusions drawn and relevant recommendations 
suggested. 

1.2 Background and Study Problem  

Insurance is a key pillar to development, for it provides security to guarantee the future 
of individuals or groups and their property. According to the Ugandan Insurance 
Regulatory Authority (IRA, 2012), the penetration level of mainstream insurance in 
Uganda by year 2012 was 0.66% while the per capita expenditure on insurance was 
barely USD 3.81. The demand for insurance, however, has steadily been increasing over 
years and the penetration level is projected to reach 1.3% by 2016 (IRA, 2012).  

For the poor, the vulnerable, and marginalized, the affordable and more practical form 
of insurance is Microinsurance. While in Uganda there is no technically agreed upon 
definition of microinsurance, the Microinsurance regulatory framework of Kenya 
defines microinsurance as “insurance that is accessed or accessible to the low income 
population (also known as the mass market), provided by a variety of different 
provider and managed in accordance with generally accepted insurance practice..” (IRA 
Kenya, 2012:14) Microinsurance generally serves those people ignored by mainstream 

commercial and social insurance schemes. It is the protection of low-income people or 
the poor, against perils, in exchange for regular premium payments proportionate to 
the likelihood and cost of the risk involved. The poor are the majority in Africa. 
According to International Labour Organization (ILO), 60% of the African population 
live on below USD 2 per day (ILO, 2010).  

Microinsurance enables the poor to protect their property – small business enterprises 
against various accidents or catastrophes, for example natural disasters, and ensures 
access to health services, on the one hand, but also is key to uplifting their socio-
economic standards, particularly in the developing countries where the poorest of the 
poor live (ILO, 2003; ILO, 2010, C. Guy, 2003). In rich countries since most of the people 
are employed in the formal sector and can easily access mainstream insurance schemes 
(and indeed in developed countries some schemes, for example, Health Insurance, are 
obligatory) microfinance schemes are not on high demand. Moreover people in 
Developed countries have more resources and opportunities to mitigate the would-be 
shocks from accidental, health, and property-related challenges.  

Uganda is a developing country and the majority of Ugandan households, particularly 
in the rural areas, are vulnerable to risks – a fact that is widely recognized as one of the 
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key drivers to underdevelopment (ILO, 2010; J Morduck et B Haley, 2002). Uganda is 
characterized by several development challenges such as outbreaks of infectious 
diseases, epidemics, HIV/AIDS and other communicable diseases, limited 
infrastructure, largely agrarian and nature-dependent livelihoods yet due to climate 
change seasons are no longer predictable, and a fragile economy. Citizens are exposed 
to a multitude of risks that keep them in, or push them back into poverty. Ill health, 
natural disasters, deaths, damage to and loss of property, mention it, can have 
devastating effects on livelihoods without a buffer to help people mitigate the financial 
impact of these occurrences. Microinsurance schemes, therefore, would be critical to the 
personal, social, and economic security of many Ugandans, particularly the poor, who 
are the majority. 

This study carried out by Uganda Martyrs University in collaboration with the La 
Sapienza University of Rome focuses on the supply of microinsurance in Uganda, the 
best practices in place, if any,  and the key challenges of microinsurance. This was 
aimed at understanding the current state of affairs as far as microinsurance is concerned 
and what should be done to ensure the effectiveness of microinsurance in Uganda for 
the benefit of many low-income Ugandans.  

The research had two key phases. The first phase involved analysis of available 
literature on the supply of microinsurance with particular reference to Uganda. This 

was essentially a phase of desk research. Informed by the findings of the first phase, the 
second phase, involved going down in the field to empirically investigate what was on 
the ground, analyze it, and make relevant recommendations for advancement of this 
potentially promising insurance segment.    

1.3 General objective 

The main objective of the study was to analyze the supply of microinsurance in 
Uganda, and particularly, microinsurance products on the market, the best practices in 
place, and the challenges faced. 

1.4 Specific objectives 
 

1. Identify typologies of microinsurance products, respective target groups, and 
suppliers of these products, on the Ugandan market 

2. Examine the performance of microinsurance products in satisfying the needs of 
the clients 

3. Establish key best microinsurance practices in terms of social protection of the 
clients   

4. Establish key challenges of microinsurance packages in Uganda  
5. Make appropriate recommendations based on Ugandan best practices and other 

local realities  

1.5 Scope of the Study 
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The study looks at the supply of microinsurance in Uganda.  Specifically it analyses the 
microinsurance products on the Ugandan market and the clients’ levels of satisfaction, 
the best practices in place, and the key challenges in the supply of microinsuarance in 
Uganda. 

Geographically, the study covers selected microfinance institutions and hence 
microinsurance users from four districts within the central business region, namely 
Kampala, Mpigi, Ssembabule, and Wakiso districts. These four were chosen because 
they represented the type of respondents that fitted our study, namely, the urban 
(Kampala, the caital city), peri-urban (Wakiso), the rural farmers (Mpigi), the rural 
pastoralists (Ssembabule). 

In terms of time, the study looked at the period from the emergence of microinsurance 
in Uganda in the mid year 2000, to date. However the study itself was carried out 
between June 2014 and October 2015. 

 

2. Research Methodology 

2.1. Research Design 

The study employed a case study design. The study looked at the case of 
microinsurance supply in the central region of Uganda, comprising of Kampala central 
business (urban), Wakiso district (peri-urban), and the rual districts of Mpigi and 
Ssembabule to represent the microinsurance reality of the entire country.   The research 
employed mainly the quantitative approach, whereby the views of respondents were 
sought using a questionnaire, and subsequently data was computed and statistically 
analysed using the SPSS. Respondents included users of microinsurance, agents of 

microfinance institutions, insurers, professional bodies, and insurance brokers. 

2.2. Area of Study 

Geographically, the study covered selected microfinance institutions and hence 
microinsurance users from four districts within the central region of Uganda, namely 
Kampala, Wakiso, Mpigi, and Ssembabule districts. Apart from the fact that Kampala 
and Wakiso districts have the biggest number of microinsurance products and clients, 
these two were chosen to represent the urban and peri-urban realities of the supply of 
microinsurance in Uganda. Mpigi and Ssembabule districts were chosen given their 
rural nature and dependence on agriculture for livelihood.   The area of study, 
therefore, combines urban, peri-urban, and rural realities.  

2.3. Population of Study 

The research targeted the urban, peri-urban, and rural parts of the central region of 
Uganda comprising of Kampala, Wakiso, Mpigi, and Ssembabule districts. Since the 
study looked at the supply of microinsurance, the focus was on the (current) users of 
microinsurance and the technical people involved in the industry, namely, insurance 
agents/MFIs, insurers, professional bodies, and insurance brokers.  
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From desk research, it was found out that the key suppliers of microinsurance were the 
microfinance institutions. These do partner with the insurers to provide microinsurance 
to their clients. The researchers, therefore, focused the study on the clients of 
microfinance institutions who subscribe to microinsurance schemes, representatives of 
professional bodies of insurers, insurance brokers, and MFI agents, as informants. Only 
adult people of 18 years of age and above, both male and female, were targeted.  

The total number of registered MFIs in Uganda by year 2011/12 was 84. The number of 
clients for each of these MFIs ranged from 50 to 20,000 and loan portfolios of MFIs 
ranged from 10 million shillings/ USD 2,950 to 800 million shillings/USD USD 333,333 
(AMFIU, 2012). There are also non-registered MFIs.  

For the fours districts in question, the number of MFIs was estimated to be 50 (AMFIU, 
2012), equivalent to around 60% of all registered MFIs in Uganda by 2012. The majority 
of the respondents were drawn from the clients of MFIs who subscribe to 
Microinsurance schemes. 

2.4. Sampling  

Regarding the choice of districts, the target was the central region as earlier envisaged 
by the research project. However the choice of the specific districts within the central 
region was purposively done. The researchers chose two districts to represent the urban 

and peri-urban relialities, namely Kampala and Wakiso districts, and also purposively 
chose two rural districts of Mpigi and Ssembabule.  Most of the people in these two 
rural districts depend on agriculture for their livelihood: in Mpigi the majority of people 
grow crops while in Ssembabule a good number of people rear animals in addition to 
growing crops, for their livehihood.  

The researchers, then, had to choose the relevant microfinance institutions that operate 
in the four districts. Originally, apart from BRAC Uganda which was selected 
purposively due its extensive coverage, big loan portfolio, and extensive years of 
experience, the rest were randomly selected from the the rest of other MFIs from the 
four districts; these included Pride Micro Finance Uganda, Finance Trust (Bank), FINCA 
Uganda, UGAFODE microfinance, Wekembe Microfinance, GATSBY Microfinance, 
MED-NET Microfinance, Voluntary Action For Development (VAD), and Mateete 
Microfinance. However half of these MFIs declined from participating in the study 
while the operating licence of GATSBY Microfinance was revoked by the regulatory 
authority thereby leading to the closure of this MFI. Consequently the study focused on 
the MFIs that accepted to participate in the research. These included 1) Pride Micro 
Finance Uganda, 2) Wekembe Microfinance, 3) Voluntary Action for Development 
(VAD), 4) Mateete Microfinance, and 5) BRAC Uganda. The sample, therefore, 
represents 10% of the number of MFIs operating in these four discricts and 6% of the 
total number of MFIs in the country.  

The respondents from the above-mentioned MFIs were randomly selected from the lists 
of groups of clientele provided by the MFIs and other relevant bodies. The target was to 
raise at least 50 clients from each of the five MFIs and two people from each of these 
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categories: insurers, professional body, and insurance brokers. In reality, the total 
number of respondents was 315 (slightly beyond the targeted sample). 

2.5. Research Procedure 

On approval of the Research Proposal by the vetting Commission of Milan, the team 
integrated the recommendations of the Commission into the research proposal, and 
draw up a plan for action. The study was done in two key phases of Desk Study and 
Emprical study respectively, expanded in four critical progressive steps as described 
below: 

1. Desk study: this involved extensive review of related literature – from reports, 
case studies, books, articles. Desk study was critical to the theoretical 
understanding of the question of the supply of microinsurance products in 
Uganda. It provided a background to the status quo. The review of literature is 
presented in the third section of this report. 

2. Analysis of Study area and developing of relevant research tools (pre-field research): this 
involved in the first place the analysis of the area of study, and the identification 
of the three areas of concern, i.e, the urban, peri-urban, and rural. Then, the unit 
of analysis/sample frame was established and an appropriate sample 
representing all of the relevant categories of respondents was determined. 
Relevant tools for empirical study were developed. The tools were scrutinized 
and discussed with the insurance broker and insurance agents before being 
administered for the data collection. 

3. Empirical Study: interface with respondents was carried out in the respondents’ 
districts of residence.  Interface was necessary because the researchers wanted to 
ensure that respondents understood well the questions. 

4. Collected data was analyzed through the SPSS package.  The findings are 
presented and discussed in the fourth section, while key conclusions and 
recommendation are presented in the last section of this report.  

2.6. Ethical considerations 

The research process was inspired and guided by the following principles of the 
professional code for researchers: 

- Confidentiality and anonymity of the respondents. Throughout the report researchers 
have desisted from revealing the personal details of the respondents in order to 
ensure confidentiality and anonymity of the respondents.  
 

- Informed consent on the part of the respondents. Respondents were given all the 
necessary information about the research and those who were unwilling to 
participate in the study were permitted to decline to participate. Indeed a 
number of MFI opted out.  

- Objectivity on the part of the researchers, throughout the study the researchers have 

remained faithful to the data got from the field. This data was honestly analysed, 
interpreted, and presented without undue bias or personal prejudice.   
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3. Literature Review 

Available literature was reviewed to enable the researchers appreciate the hitherto 
status quo on the microinsurance industry in Uganda, identify gaps, inform the 
empirical study in the field, and  facilitate the making of informed recommendations on 
how to fill the identified gaps to foster efficiency and effectiveness of the industry.  

3.1. The Supply of Insurance in Ugandan: general overview 

a. Size 

The Ugandan insurance industry is indeed very small. According to IRA report (2013), 
the penetration level is 0.85%, while the per capita expenditure on insurance is barely 
USD 5.2. South Africa, the biggest insurance market in Africa has penetration level of 
15.4%, while in Kenya, the biggest insurance market in East Africa, the penetration level 
is 3.4%. (IRA, 2013). However, according to the IRA report (2012), the demand for 
insurance products is steadily increasing in Uganda: the penetration level was 
envisaged to reach 1.3% 2016 and indicators show that this is possible as the trend 
below demonstrates.  

Economic and Insurance 
Indicators 

2009 2010 2011 2012 2013 

Insurance penetration 0.59% 0.65% 0.65% 0.66% 0.85% 

Insurance density $3.25 $3.16 $3.78 $3.81 $5.2 

 Source: IRA, 2013 report 

According to the Chairman, Insurance Regulatory Authority of Uganda, the positive 
trend above is attributed among others to the attempts to reach out to the customers 
and to the consultative and facilitative approach with the industry on the part of 
insurance providers (IRA, 2012).  

In terms of gross premium income, in the last few years (depending on factors such as 
GDP, national inflation rate, monetary policy, and other factors) the growth rates 
oscillated between 18.66% and 31% (IRA, 2013) 

Year 2008 2009 2010 2011 2012 2013 

Gross 
premium 
(Ug 
shillings. 
000) 

167,251,1679 202,054,031 239,983,035 296,830,675 352,231,429 461,262,909 

Growth 
rate 

- 20.81% 18.77% 23.69% 18.66% 31% 
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b. Composition 

In terms of composition, Uganda has Life and Non-Life insurance schemes (IRA, 2013, 
Were et Wanjiru, 2006). However, contrary to the International Labour Organization 
(ILO, 2010) estimates that Life insurance products dominate the African microinsurance 
landscape, in Uganda life insurance is largely ignored and indeed not sufficiently 
invested into and, hence, not developed. Life insurance constitutes less than 10% of the 
total written insurance premiums. It is just two years ago that IRA issued guidelines 
requiring the separation life and non-life insurance products. The objective was to 
ensure that adequate resources and efforts are injected in the development and 
strengthening of life insurance. While non-life insurance business is said to have 
registered a growth in gross premium income of 19.34% (from Ug Shillings 262.24 
billion in 2011 to Ug shillings 312.97 billion in 2012) life insurance business registered a 
growth of merely 8.62% (from Ug shillings 34.58 billion in 2011 to Ug shillings 37.57 
billion in 2012), (IRA, 2012). According to the latest annual report of the regulatory 
authority (IRA, 2014), total premium income of 2014 for Non-Life Insurance was 14.4 
billion Ugandan shillings while the total premium for Life Insurance, for the same year, 
was only 522 million Uganda shillings, accounting for only 3.5% of the consolidated 
written premium. The implication is that majority of Ugandans, especially those in the 
rural settings, do not have life insurance covers and, thus, in the event of ill health of the 
bread-earner or any family member, the household enormously suffers the adverse 
effects.  

c. Key players 

The other reality about the insurance industry in Uganda is the fact that whereas the 
industry apears to be steadily growing, nevertheless it is dominated by a few large 
companies. According to IRA (2012) out of 22 registered insurance suppliers in Uganda, 
six generate 68.25% of the total gross written premium. Besides, of the 30 licensed 
insurance brokers two brokers accounted for 60% of the total gross commissions of year 
2012. Consequently these large insurance companies and brokers have tended to focus 
on big (rich) clients, particularly in the formal sector (A. S Preker, 2002). The poor 
people in the villages and people in the informal sector are largely ignored, and 
consequently, these poor people find themselves almost condemned to live in the 
vicious circle of poverty since their health, their small scale enterprises, and their agro-
based businesses are not insulated against uncertainties.   

d. Microinsurance industry  

Although the Insurance Regulatory Authority views microinsurance as an opportunity 
that should be developed, not much has been done to this effect. Not even a technical 
definition for microinsurance in the Ugandan context has ever been made by IRA or 
Government. The concept may, and indeed does, mean different things to different 
people. Moreover microinsurance regulations are yet to be developed. According to the 
report, “the Insurance Regulatory Authority is in the process of coming up with micro-
insurance regulations. This will develop the micro-insurance sector and hence ensure 
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that low income earners have access to insurance products”, (IRA, 2012:41).  Due to lack 
of relevant legal framework many microinsurance schemes operate informally (J. 
Nannyonjo, 2007). They are not well known to the general public and sometimes their 
activities are looked at with suspicion, by the rural poor, whom they are meant to serve.  

IRA also looks at the growing Ugandan agricultural sector as an opportunity for the 
insurance industry to develop suitable agricultural insurance products, and thus invites 
players to invest in product development for this sector (IRA, 2012). This is indeed a 
positive development especially for the rural poor who depend almost entirely on 
environmental conditions (that are increasingly unpredictable) for their livelihoods, 
namely, through farming and animal rearing. 

Given the above limitations on the microinsurance industry, literature on 
microinsurance in Uganda is very limited. Therefore, the literature we have reviewed is 
not entirely Ugandan or African-based. However experiences elsewhere as per the 
reviewed literature are contextualizable  to the Ugandan case/reality. 

3.2. Typologies of microinsurance products and best practices 

For a number of years, households and communities in Uganda have developed a range 
of strategies to deal with risks, such as rotating savings and credit associations, burial 
societies, depleting savings, informal borrowing from friends and relatives, selling 

assets, and sometimes taking children out of school in order to save some money. There 
is a growing understanding that these informal mechanisms developed by the poor, 
offered some considerable protection. Their limitation lay in their inability to ensure 
long-term protection, thereby preventing any real escape from poverty (D Clerk et S 
Dercon, 2009; Morduch, 1999). The practices above, nevertheless, have already created 
fertile ground for the acceptance and practice of microinsurance. This observation is 
further substantiated by Cohen and Sebstad (2005) in their review of risk-management 
needs in East Africa.   

In Uganda insurable risks that can be tackled by microinsurance can be classified into 
four main categories:  Life/health insurance, Accident or disability insurance, and 
Agricultural insurance which combines crop and livestock insurances. There are also 
other products ‘tailorable’ to the needs of the client.  

a) Life insurance and b) accident or disability insurance 

Although these two products are independent of one another, nevertheless in 
microfinance practice in Uganda, the two have often tended to be considered as a pair. 
Research shows that these two microinsurance products   inspired by the partner-agent 
models (M. J. McCord et al.2005) have improved the lives of many, to such a magnitude 
that currently practically all Ugandan Microfinance institutions require their clients to 
have both accident/disability and health/life insurance. They are often offered to a 
group of people. Group microinsurance was pioneered by American International 
Group - Uganda (AIG Uganda) in 1997, as a Group Personal Accident (GPA) Insurance 
(M. J. McCord et al.2005).  
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Nanyonjo (2007: 3) summarizes the benefits of this product to ordinary Ugandans thus: 

“Group personal/disability insurance provides protection to the client and his 
family, should he or some of his family members die or suffer from a disability. 
Death and disability bring shock to household income, either because of the 
funerary expenses incurred with the death of a family member or because a 
disability might impede the client or family member from continuing to engage in 
productive work. Death and disability pose a threat to household income and 
survival, while also threatening the client’s ability to repay her loan.” 

The benefits of the above products to the microfinance industry and to the 
microinsurance providers are equally significant: AIG Uganda, for example in just a few 
years after introducing GPA was covering 1.6million lives through 26 MFIs in three 
countries, of which 24 were Uganda MFIs; generating around USD 750,000 in premiums 
in 2003, with an annual profit of 20% on the premiums, and the product was 
responsible for 17% of all AIG Uganda’s profits of 2003 (M. J McCord et al. 2005).  
Health insurance has also often been provided to a group, but can also be provided to 
individual clients. This insurance offers security to clients (and often their families), 
against household income shocks caused by health-related problems. In Uganda this 
was initiated by Microcare in early 2001. This product was developed to meet the needs 
of low-income earners. Originally the policy covered only curable diseases but of recent 

it is being extended to include HIV anti-retroviral treatments and other very serious 
forms of ill health (J. Nannyonjo, 2007). Although government healthcentres are 
supposed to provide medical services free of charge, in effect many centres lack drugs, 
health personnel, and often staff are demoralized by poor working conditions. Efficient 
health centres are privately owned. Since they are profit-making enterprises, many poor 
people cannot afford their services. Therefore, there is a clear need for affordable health 
insurance products in Uganda to give protection to a vast number of people. The role of 
Microinsurance, therefore, would in this regard be very significant. 

c) AgrInsurance  

The AgrInsurance product was initiated by MicroEnsure in 2009. The company was 
closely working in collaboration with the Ugandan Meteorological Centre to access 
scientific rainfall and environmental data. Since close to 70% of the Ugandan population 
depend on agriculture and depend almost entirely on natural weather/climatic 
conditions to carry out agriculture, yet with climate change seasons are no longer 
predictable and natural hazards abound, the product was indeed timely. However 
available literature does not show the progress of Microensure in Uganda.   

Instead it is the Lion Assurance that has substantially developed the AgrInsurance 
product dubbed ‘Kungula agribusiness’ (‘kungula’ in Luganda literary means ‘harvest’). 
This product aims at helping farmers in the recovery of monetary losses due to different 
unforeseen factors like weather hazards. In the supply of the product, Lion Assurance is 
working with five partners including NIC, APA, FICO,  NIKO, and UAP (J 
Kimbowa,2013; B. Waiswa, 2013). UAP General Insurance was registered in 2014 to 
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provide Agrisure which combines crop and livestock insurance (IRA, 2014). Kungula 
agribusiness product also covers both crops and livestock; however it excludes 
compensation on death of animals due to neglect or diseases contracted 15 days before 
and after purchase of the cover, and death caused by poor management of animals or 
negligence, such as failure to vaccinate (B.Waiswa, 2013). 

For Livestock, farmers are required to pay a premium of 2% of the sum insured to any 
of the partnering insurance companies.  The product covers all accidents to livestock 
apart from those caused by the farmer’s negligence. Crop insurance, on the other hand, 
covers crop and pasture losses due to drought and excessive rainfall. The cover 
normally starts at the beginning of the rainy season when rainfall is adequate and ends 
when the crop is ready for harvesting. The premium rate for this insurance is between 
two and five per cent of the sum insured. To minimize costs and enjoy economies of 
scale farmers are encouraged to acquire premiums through farmers’ cooperatives, 
village savings groups and other associations (B. Waiswa, 2013). This is due to the fact 
that often premiums that individual small-scale farmers can afford may not be sufficient 
to cover the claims. Kyalimpa (2009) underlines the need for farmers to unite in groups 
and associations to have a better bargaining power but also to mutually sustain one 
another in paying the premiums. 

d. others  

Literature shows that there are also many other microinsurance products on the market 
both potentially and in reality. Since Insurance companies are guided by profit 
maximization, in principle they are very flexible, ready to create insurance schemes to 
meet clients’ needs.  It can be a microinsurance for a timber kiosk (against fire), it can be 
a personal object a client wants to ensure, for example, a bicycle (against theft), breaking 
into one’s shop or house (burglary), negligence or irresponsible action by one’s 
employee thereby leading to losses (e.g professional indemnity). Other covers include 
fishing, boiler explosion, etc.. (AMFIU, 2012). In our view, however, this “open 
flexibility” to create any insurance scheme desired by a client is quite risky: insurance 
companies are unlikely to meet the professional demands of certain covers due to lack 
of prior experience and expertise in a given area of insurance, and rather focus on profit 
maximization.  

3.3. Key challenges to microinsurance    

According to M.Matul et al.(2010) regulatory barriers can grossly hinder broad-based 
and cost-effective provision of microinsurance. Of these, four would squarely apply to 
Uganda; that is, 1) entry barriers, 2) distribution barriers, 3) product restrictions, and 4) 
weak consumer protection regulations and systems.  

As far as entry barriers are concerned, in the Ugandan insurance industry, very high 
capital requirements are a non negotiable condition to join the industry. The Insurance 
regulatory authority has recently passed an increase of three to four times the original 
amount required as capital: 
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The Authority recommended to the Minister of Finance that the capital Insurers, 
Reinsurers and Insurance Broking Companies be increased as per Section 6(6) of 
the Act as amended from one billion to four billion in case of Non-Life Insurance 
Companies; one billion to three billion in case of life insurance Companies; two 
and a half billion to ten billion for Reinsurance Companies; and fifty million to 
seventy-five million for Insurance broking Companies.” (IRA, 2012:v) 

The consequence of this is that the industry will be a monopoly of a few big insurers. 
Big insurers tend to target big clients thereby minimizing opportunities for low-income 
earners, the marginalized, and the poorest of the poor.With regard to distribution 
barriers, use of e-services would on the one hand significantly reduce operational costs 
thereby cutting down the premiums and, on the other, accelerate the processing and 
management of claims as well as enhancing accountability (M. J McCord et al. 2005). 
However in Uganda many rural areas do not have access to electricity, they do not have 
computers, let alone the skills to manage computers and, thus, they can hardly enjoy the 
benefits of e-services.The other set of barriers concern the restrictions on products, namely 
restrictions on composite products. IRA has ordered the separation of life from non-life 
companies. This hampers service provision. Here sustainability is the key challenge 
faced by insurers. A policy framework that encourages broad or composite coverage 
would make insurance more affordable to the clients, and consequently, in the longrun, 
sustainable for the insurance company. They deal with a number of clients that is much 
smaller than that of conventional insurance companies hence the need to create 
composite products, with a “one price fits all” approach. Some companies might opt out 
as it might be difficult for them to survive on only one insurance type. Fourthly, there is 
the challenge of weak consumer protection regulations. This is indeed a big issue in Uganda 
where up to now despite the fact that microinsurance is existent, at least in the informal 
sector, there is no regulatory framework on microinsurance yet (IRA, 2012). Due to the 
hurdles clients face particularly in processing their claims, there is widespread apathy 
among the ordinary people on issues to do with insurance.  Besides, the policy on 
insurance in general also remains largely unknown to the general public (potential 
clients) thereby posing a high risk of exploitation on the one hand and high risk of 
taking wrong insurance purchase decisions. Moreover the insurance brokerage 
responsible for giving technical advice to the clients is dominated by a few big firms 
who target mainly the big (rich) clients so as to maximize profits due to higher 
commissions expected, (IRA, 2013)Nannyonjo (2007) points out other serious 
challenges, including: institutional weaknesses particularly in the areas of management, 
administration and technical expertise. She believes a number of these challenges stem 
from weak communication and coordination between the partners, poor marketing of 
the products, and weak accountability. Indeed because of poor communication and 
outreach (to potential clients) on the part of the insurers, many potential clients have 
negative biases against the suppliers of insurance products (G. Sebageni,2002; M. J 
McCord et al. 2005).Some authors point out challenges related to the geographic locality 
of the clients. According to Sebageni (2003), it is a big challenge, for example, to 

demarcate the needs and expectations of rural from those of urban populations and vice 
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versa. These differences are important to consider in any discussion on microinsurance. 
Key factors of concern, for example, include differences in education levels, social 
economic status, and the availability of formal and informal schemes. These differences 
are said to have a bearing on the supply and demand of microinsurance products.  
Other challenges are associated with the failure (intended or unintended) by some 
insurers to honor claims, and the subsequent loss of trust. As Radermacher et-al (2006) 
put it, trust is an important determinant of the demand for microinsurance. Sometimes 
it is the cumbersome claims’ procedures and transactional processes that lead to the 
clients’ apathy (M. J. McCord et al.2005). A number of Ugandan consumers, especially 
those who have hitherto not been included in the formal financial system, require a 
significant level of trust in the insurance industry to be convinced to buy or renew a 
microinsurance policy. Reviewed literature suggests that this trust is not yet adequately 
forthcoming.  

Finally, reviewed literature also demonstrates that cultural and religious values can 
affect demand for microinsurance, particularly in Africa. Tadesse and Victor (2009) 
found that Ethiopian farmers expressed a feeling of determinism and reliance on God. 
People, especially in rural settings have a superstitious/fatalistic perception of reality. 
When people believe that their destiny lies in the hands of the spirits, ancestors or gods, 
they may not see the need for insurance protection. Besides, Islamic scholars claim that 
conventional commercial insurance is traditionally forbidden under Islam. As a matter 
of fact in many Northern and Western African countries, as well as Asia commercial 
insurance is not accepted among Moslems, (M. Matul et-al, 2010; ILO, 2014). In Uganda 
some people still believe in human sacrifice and/or “buying” God’s blessings from a 
Pastor or traditional “healer” in order to “guarantee” their prosperity in life and 
business. As such, these beliefs could affect the demand and supply for microinsurance 
in Uganda. 

   

4. Empirical Findings  

This section looks at the empirical findings from the field. The findings are presented 
and discussed in accordance with the research objectives of this study.  

4.1. Bio-data of respondents  

a. Age of Respondents 

Table 1: Age of Respondents 
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The respondents were drawn mainly from the productive age bracket, and most of the 
respondents were the youth.  Indeed Uganda has the youngest yet most rapidly 
growing population in the world (MoFP&ED, 2015). Since microinsurance is targeting 
the majority, who are the poor, in the Ugandan context it is mainly the youth and the 
young that constitute this bigger portion of the population. 

b. Geographic location 
 

Table 2: Geographic Location of Respondents 

 

The size of the sample from each of the geograhical locations was equitable, with 35.2 % 
from the rural settings where the majority of people (particularly the poor) who are the 
target of micro-insurance  live, 33% from urban settings,  and 31.7% from  peri-urban 
settings. 

c. Education levels 

 

0

10

20

30

40

50

60

70

80

90

100

below 20
yrs

21-30 yrs 31-40 yrs 40-50 yrs above 50
yrs

Fr
e

q
u

e
n

cy
 

Age bracket

Urban 
33%

Peri-Urban
32%

Rural 
35%

Geographic distribution of respondents



 
 

22 

Table 3: Education Levels of Respondents 

 Frequency Percentage 

Up to primary level 128 40.6 

Up to secondary level 103 32.7 

Up to tertiary level 66 21 

Postgraduate level 18 5.7 

Total 315 100 

 

Majority of the respondents attained only basic education whereby close to 40.6% 
studied up to Primary School level, and 32.7% up to Secondary School level. Those who 
studied up to tertiary level were 21% while only 5.7% of the respondents obtained 
postgraduate training.   

d. Marital status 

Table 4: Marital Status of Respondents 

 

In terms of marital status, most of the respondents were married (61.9%),  a few were 
single (28.6%) and a very small number was divorced (9.5%). In African culture, 
marriage is generally a condicio sine qua non for a person’s maturity and respect. Married 
people are taken more seriously. It is no surprise, therefore, that among the 
microinsurance subscribers, majority are the married people.  

4.2. Presentation and discussion of findings 

We now present the findings from the field following the specific objectives of the 
research in their respective order.   

Objective No.1: typologies of microinsurance products, respective target groups, and 
suppliers of these products, on the Ugandan market 

Married
61%

Divorced
10%

Single
29%

Marital Status of respondents
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a. Typologies on the market 

The question to the respondents was whether the following insurance products were 
on the Uganda market by the time the research was carried out, or not, since 
literature showed that these products had been dully sanctioned by the regulatory 
authority. 

Table 5:  Typologies of microinsurance products on the Ugandan market 

Typologies currently on Ugandan Market 

    

 

Yes No Not 
sure 

Total 

Insurance against death eventualities 202 13 28 243 

 

83.1% 5.31% 11.51% 100% 

Accident or disability insurance 99 37 38 174 

 

56.91% 21.31% 21.81% 100% 

Agricultural insurance (whether crop or 
livestock) 78 35 52 165 

 

47.31% 21.21% 31.51% 100% 

Insurance against catastrophes 102 33 60 195 

 

52.31% 16.91% 30.81% 100% 

Life Insurance 83 32 56 171 

 

48.51% 18.71% 32.71% 100% 

 

From the findings, the most widely known insurance cover on the Ugandan market is 
insurance against death eventualities (83.1%), followed by Accident or disability 
insurance (56.9%), then Insurance against catastrophes (52.3%), Life Insurance (48.5%), 

and Agricultural Insurance (47.3).  In Uganda, contrary to the International Labour 
Organization (ILO, 2010) findings that Life Insurance products dominate the African 
Microinsurance, insurance against death eventualities is more widely spread (followed 
by accident and catastrophes’ insurances respectively). Even within the mainstream 
insurance, life insurance is largely ignored and less invested into according to the 
Insurance Regulatory Authority (IRA, 2012; IRA, 2013: IRA, 2014). Perhaps this could be 
one of the reasons for high mortality rates in Uganda, since in event of ill-health many 
poor people may not have the money to pay for quality medical assistance from the 
privately owned medical practioners, yet government medical facilities often lack the 
essential drugs, let alone dedicated medical practitioners.  
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b. Targeted clients for the available typologies of microinsurance products 

The question sought to find out the categories of clients served by the insurance 
products on the Ugandan market, that is, whether these products target only 
individuals or groups or both.  

Table 6: Target clients for the available microinsurance products 

Microfinance products  Targeted clients  

 

 Individuals Groups Both Total 

Death eventualities 
insurance 

Freq 
117 34 112 263 

 

% 44.5 12.9 42.6 100 

Accident or disability 
insurance 

Freq 
75 35 56 166 

 

% 45.2 21.1 33.7 100 

Agricultural insurance Freq 39 37 61 137 

 

% 28.5 27 44.5 100 

Life Insurance Freq 63 24 56 143 

 

% 44.1 16.8 39.2 100 

Catastrophes insurance Freq 62 38 58 158 

 

% 39.2 24.1 36.7 100 

 

From the findings, all the microinsurance products available serve both individuals and 
groups. Indeed most of the cleints of microfinance institutions the researchers interacted 
with stated that they operate in groups and get loans as groups, thereby also 
subscribing to microinsurance products not as individuals but as groups.  However 
some products according to respondents, target more of individuals than groups; these 
include death eventualities (44.5%), accident or disability insurance (45.2%), and life 
insurance (44.1%).   

c. Choice of the insurance product 

The question sought to find out whether the clients freely chose the insurance products 
they are subscribed to or they were forced on them. 
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Table 7: Respondents opinions on whether choice of the insurance products was free 

or not 

 

 

Most of the respondents agreed that the choice of the insurance cover was deliberate 
(64.7%) while others (35.3) were forced to subscribe to the insurance schemes.  While 
normally in business it is the client to choose what he or she wants, when it comes to 
microinsurance products, particularly within the microfinance institutions in Uganda, 
where clients go mainly to procure loans, the choice of microinsurance product is 
sometimes not a free choice but rather a precondition set by the microfinance institution 
to whoever wants to procure a loan from them. The implication is that some 
microfinance institutions fail to reach out to people in the villages to educate them 
about the relevance of microinsurance such that they make informed choices to turn 
around their lives. This is in line with A. S Preker’s (2000) assessment that the poor 
people in the villages and those in the informal sector are largely ignored by the 
insurers and consequently fail to benefit from these microinsurance products thereby 
being condemnened to live in the vicious circle of poverty.  

d. Suppliers of these insurance products 

Respondents were asked to state the suppliers of the different insurance products on 
the Ugandan market. 

According to the findings, it is mainly the financial institutions (59.7%) that supply the 
insurance products, followed by insurance companies (38.4%). There are also other 
isolated suppliers (1.9%) including money lenders, NAADS, BRAC, and Vision Fund. 
Microfinance institutions, unlike commercial banks and mainstream insurers, do target 
the low income earners, who are the majority. It is only logical that the overall number 
of people who access microinsurance through these microfinance institutions is far 
larger than the number that accesses insurance through other suppliers.  
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No
35%

Whether the choice of insurance product was free
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Table 8: Suppliers of microinsurance products in Uganda 

 

 

Objective no.2: Examining the performance of microinsurance products in satisfying 
the needs of the clients 

a. Appreciation of the need for microinsurance schemes 

The question sought to establish whether clients appreciate the need for insurance, 
particularly micro-insurance protection or not. 

Table 9: Clients’ appreciation of the need for microinsurance products 

Do you appreciate the need for insurance covers, 
particularly microfinance insurance protection? Frequency Percent 

Yes, I am happy about their services 166 57.4 

 

Yes, but I am not satisfied with the services of the current 
insurers 87 30.1 

No,  I would rather operate without any insurance covers 36 12.5 

Total 289 100 

 

The majority of the respondents accepted that they appreciate the need for insurance 
protection and that they are happy about the services provided (57.4%). However there 
is also a category of those who appreciate the need for insurance protection but are not 
satisfied with the current services by the microinsurance suppliers (30.1%). This is line 

Financial
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Companies Others
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1.9

Suppliers of Microinsurance 
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with what Nanyonjo (2007) views as serious challenges to microinsurance in Uganda. 
She points out that most of the challenges stem from weak communication and relations 
with the clients, poor marketing of the products, and weak accountability on the part of 
the insurers which can lead to exploitation of the clients. Radermacher et al (2006) single 
out lack of trust as the main reason clients are apathetic to the services of insurers. 
Another category of respondents does not actually see the need to have insurance 
protection at all (12.5%). Indeed as IRA reports demonstrate (2012, 2013, 2014) the 
penetration level of insurance is generally low, for the policy on insurance remains 
largely unknown to the general public while at the same time the industry is dominated 
by a few large firms. Moroever insurance brokerage responsible for providing technical 
advice is also equally dominated by a few large firms which target only the big clients. 
Consequently many ordinary people are ignorant of the workings of the insurance 
industry. 

b. Level of satisfaction on each of the insurance products on the market 

Table 10: Rating of the microinsurance products in satisfying clients 

Rated Satisfaction on 
different  microfinance 

products 

 Very Fairl
y 

Poorly Not at 
all 

Neut
ral 

Total 

Insurance against death 
eventualities 

% 
44.5 32.7 5.9 5.9 11 100 

Total  77.2% 11.8% 11 

 Accident or disability 
insurance 

% 
24.2 28 16.1 17.7 14 100 

Total  52.5% 33.8% 14 

 Agricultural insurance % 17.6 11.8 21.2 18.2 31.2 100 

Total  29.4% 39.4% 31.2 

 Insurance against catastrophes % 17.3 27.6 14.8 15.8 24.5 100 

Total  41.9% 30.6% 24.5 

 Life Insurance % 27.2 7.6 13.9 18.4 32.9 100 

Total  34.8% 32.3% 32.9 

  

The findings show that while a good number of people appreciate the importance of 
these products nevertheless, generally speaking, the current clients are not satisfied 
with the services. Apart from Insurance against death eventualities and accident or 
disability insurance with satisfaction rate of 77.2% and 52% respectively, none of other 
insurance products’s services was rated highly. The finding on the good performance of 
insurance against death eventualities and accident insurance is consistent with the 
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findings of M. J. McCord et al (2005) over ten years ago, and the findings of Nanyonjo 
(2007) a couple of years after McCord’s research.  On the other hand the poor 
perfomance of other microinsurance schemes contradicts findings from previous 
studies (J. Nannyonjo, 2007; M. J. McCord et al, 2005;  J. Kimbowa, 2013; B. Waiswa, 
2013.). The implication is that something must have gone wrong along the way. 
Agricultural insurance was the most poorly rated with a satisfaction rate of merely 
29.4% yet the majority of people in rural areas depend on agriculture for their 
livelihood. Indeed agriculturalists are faced with a lot of uncertainties lately aggravated 
by the ever increasing effects of climate change, thereby requiring insurance protection 
against these uncertainties.  

c. Reasons for the satisfaction or dissatisfaction 

Respondents were asked to state the reasons for the satisfaction or dissatisfaction with 
the services of the insurance products above. They gave the following reasons : 

Regarding satisfaction, respondents pointed out the introduction of new products like 
agriculture insurance and death insurance as having been timely, although they also 
called for massive sensitization of people on these new products.  One respondent 
stated: “Agricultural insurance is not common to many of us otherwise it should be 
good if it was fully explained to the farmers”. Another one noted, “agricultural 
insurance has helped us in villages so much especially by giving us seedlings.” Another 

still states, “Death insurance is good because if a person dies, the Insurance company 
pays and family members are not constrained.”  One respondent puts it more 
succinctly, “life insurance and death are very important as they help in off-setting 
hospital bills when funds are most needed”. A number of respondents stated that 
insurance schemes have enabled individuals and groups to operate even in very 
stressful and sometimes desperate moments.   These findings are fully in line with the 
findings of previous studies on microinsurance in Uganda (J. Nannyonjo, 2007; M. J. 
McCord et al, 2005; J. Kimbowa, 2013; B. Waiswa, 2013; and R. Radermacher et al., 
2006). 

On the other hand, respondents point to the following as reasons for their 
dissatisfaction: the very high premium that is not affordable to majority of the people 
(especially in rural areas), the failure by microinsurance suppliers to properly sensitize 
people, particularly in rural areas, on the insurance industry and particularly on the 
products on the market. A respondent laments, “We Ugandans are still not well 
informed about insurance policies, so I don’t know much about it.” Another one puts it 
more flatly, “There is need for more sensitization on how microfinance insurance 
works, many people don’t know”. Others reasons include poor management on the part 
of the insurers, unfair treatment by insurers, insufficient compensation, and above all, 
unnecessary delays and bureacratic procedures in compensating:  “…They delay you 
until you give up and they share the money themselves”, a respodent exclaimed. This 
was the greatest setback mentioned by majority of the respondents, which frustrates 
them most.   These findings concur with the challenges of microinsurance as described 
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in the studies of G. Sebageni (2002), J. Nanyonjo (2007), and IRA (2012, and 2013). Some 
respondents, still, are not happy with group insurance whereby in case a group member 
defaults it is the group to pay back. They take it to be unfair to the faithful members.  

Objective no. 3: Establishing key best microinsurance practices in terms of social 
protection of the clients   

Table 11: Rating on microinsurance best practicesin Uganda 

Best practices 

 

Strongly 
agree 

Agree Disagree Strongly 
disagree 

Total 

Prompt compensation % 53.2 21.3 16.7 8.7 100 

Total  74.5% 25.4% 

 Respect for cultural 
practices 

% 
23.5 25.7 38.5 12.3 100 

Total  49.2% 50.8% 

 Regular communication 
with clients by insurers or 

bank 

% 

37.8 32.9 16.7 12.6 100 

Total  70.7% 29.3% 

 Possibility of group 
insurance (besides personal 

insurance) 

% 

37.1 26.2 22.4 14.3 100 

Total  63.3% 36.7% 

 Flexibility in creating new 
insurance schemes to meet 

client insurance needs % 37.7 35.8 13.7 12.7 100 

Total 

 

73.5% 26.4% 

 Proper understanding of 
clients 

% 
39.9 33.7 20.2 6.2 100 

Total  73.6 26.4 

 Clear laws % 39.9 23.6 22.2 14.3 100 

Total  63.5% 36.5% 

  

From the findings, the best practices in microinsurance were ranked as follows in 
descending order: Prompt compensation (74.5%), proper understanding of the clients 
(73.6%), flexibility in creating insurance schemes (73.5%), possibility of group insurance 
in addition to personal insurance (70.7%), clear legal framework (63.5%), and respect for 
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cultural practices (49.2%). The surprising finding which contradicts findings of previous 
studies is the limited significance of cultural and religious practices on the operation of 
the industry. While the studies of Tadesse and Victor (2009) and M. Matul et al. (2010) 
attached a lot of importance on cultural and religious practices, particularly in Ethiopia, 
Northern and Western Africa, and in Asia respectively, our findings do not 
demonstrate that. Probably the main reason could be that the Ugandan Islamic 
community is very small and rather liberal as opposed to Nothern and Western African 
communities as well as Asian communities with strict Islamic laws which limit 
commercial insurance. Besides, Uganda is a very multicultural country with no single 
cultural practice to be followed by all communities.   

Other best practices mentioned by the respondents include: continuously educating 
clients and being flexible with claim requirements, for example in case of death, to 
substitute the death certificate with a letter from the Local Councils (LCs), providing 
timely services to the clients, being sensitive to customer needs, having clear rules and 
regulations that guide the industry, and extensive sensitization and mobilization of 
people in the villages on the importance and operation of microinsurance.  

 

Objective no. 4: Analyse key challenges of microinsurance packages in Uganda  

The following were singled out as the key challenges to microinsurance packages on the 
Ugandan market. 
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Table 12: Clients views on Key challenges of microinsurance in Uganda 

 

 Strongly 
agree 

Agree Disagree Strongly 
disagree 

Total 

People have a negative perception 
about insurance 

% 
53.4 29.9 10.7 6 100 

Total  83.3% 16.7% 

 Insurers do not reach out to 
potential clients – poor publicity 

% 
46 40 9.6 4.4 100 

Total  86% 14% 

 Communication between insurers 
and clients is very poor 

% 
38.4 40.5 15.1 6 100 

Total  78.9% 21.1% 

 Weak consumer protection % 55.9 32 10.4 1.8 100 

Total  87.9% 12.2% 

 Insurance premiums are not 
affordable 

% 
42.7 43.1 13.3 0.9 100 

Total  85.8% 14.2% 

 Inability of insurance companies to 
promptly compensate 

% 
38.8 45 11.5 4.8 100 

Total  83.8% 16.3% 

 Cultural and religious beliefs that 
undermine the insurance industry   

% 
21.8 35.1 27.7 15.4 100 

Total  56.9% 43.1% 

 Insurers have not gone to the 
clients to assess the disappearance 
of clients 

% 

41.1 38.2 11.1 9.7 100 

Total  79.3% 20.8% 

 In rural areas the penetration is 
minimal  

% 
55.8 30.9 8.8 4.6 100 

                                                                
Total 

 
86.7% 13.4% 

 Government has not helped % 38.7 42.9 12.3 6.1 100 

Total   81.6% 18.4% 

  

The 10 most critical challenges agreed to by the respondents were as follows: weak 
consumer protection (87.9%), whereby clients are easily manipulated and exploited by 
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insurers, minimal penetration of microinsurance in rural areas (86.7%) and thus 
impacting on the access to and service delivery of AgrInsurance;  failure to reach out to 
potential clients and poor publicity (86.1%), unaffordable insurance premium (85.8%), 
inability by insurers to compensate promptly (83.8%), negative perception of insurance 
by the people (83.3%), lack of government assistance (81.6%), failure by insurers to 
reach out to the clients when they dissappear  or to re-negotiate terms (79.3%), poor 
communication between clients and insurers (78.9%), cultural and religious beliefs that 
undermine the insurance industry (56.9%). The first nine challenges were very highly 
rated indicating their significance. Previous studies, particularly by M. Matul et al. 
(2010), M. J. McCord et al.( 2005), and J. Nanyonjo (2007) highlighted similar challenges. 
Instead, apparently cultural and religious beliefs do not pose a very signiticant 
challenge to microinsurance in Uganda as the findings of M. Matul et al. (2010) and ILO 
(2014) had earlier on suggested.  

When asked to mention other pressing challenges, respondents reiterated the failure by 
the insurers to reach out to the ordinary people in the villages to sensitize them on 
microinsurance, and to demystify the concept of insurance. “They do not teach people 
to know how they work”, a client lamented. Respondents stated that many people, 
especially in rural areas know practically nothing about insurance. Rather than reaching 
out to their potential customers in the villages, insurers just wait in their offices to get 
clients. Moreover, a respondent exclaimed, “there is no suggestion box to enable you 
share your opinion or grievance to the insurer.”  

Objective no. 5: Make appropriate recommendations based on Ugandan best 
practices and other local realities  

The key recommendations from the respondents are summarized in the table below:  

Table 13: Recommendations of clients 

 

 Strongly Agree Agree Disagree Strongly 
Disagree 

Total 

Flexibility in intervals of payment of the premiums % 71.5 17 5.5 6 100 

Total  88.5% 11.5% 

 Lower the premiums % 52 37.8 6.2 4 100 

Total  89.8% 10.2% 

 Improve publicity and educate the masses on the 
importance of insurance 

% 
58.8 27.9 7.9 5.4 100 

Total  86.7% 13.3% 

 Stringent legal frameworks to protect the clients % 52.1 34.1 9.2 4.6 100 

Total  86.2% 13.8% 

 Creation of more micro-insurance schemes % 52 33.2 8.6 6.1 100 

Total  85.2% 14.7% 
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Lowering of the insurance premiums to ensure affordability stands out as the most 
highly rated recommendation with 89.9%, followed by flexibility in intervals of 
premium payment (88.5%), improved publicity and sensitization of the masses on the 
importance of insurance (86.7%), stringent legal frameworks to protect clients (86.2%), 
and creation of many more micro-insurance schemes to meet the clients’ varying needs 
(85.2%).  

Additional recommendations include, prompt compensation, reduction of the premium 
to an affordable amount, putting in place clear microinsurance legal framework that 
protects clients, extending insurance to the rural people, in case of default by a group 
member the cost be shared between the group and the insurance company rather than 
putting all the burden on innocent group members, and ensuring that insurance 
companies do not run away with people’s money.  

 

5. Summary, Conclusions, and Recommendations 

The purpose of the study was to analyze the supply of microinsurance in Uganda, 
the challenges faced and the best practices for effectiveness within the Ugandan 
context. The specific objectives were five, namely: 

I. Identify typologies of microinsurance products, respective target groups, and 
suppliers of these products, on the Ugandan market; 

II. Examine the performance of microinsurance products in satisfying the needs of 
the clients; 

III. Establish key best microinsurance practices in terms of social protection of the 
clients;  

IV. Establish key challenges of microinsurance packages in Uganda;  
V. Make appropriate recommendations based on Ugandan best practices and other 

local realities. 

The study design was a case study of the central region of Uganda represented by four 
districts of Kampala and Wakiso (for urban and peri-urban realities) while Mpigi and 
Sembabule represented the rural realities, namely farming and livestock respectively. 
Respondents were drawn from clients already subscribed to microinsurance schemes 
through their Microfinance institutions, from insurers, insurance brokers, and the 
Insurance Regulatory Authority. Five microfinance institutions operating in the chosen 
districts were chosen, and a minimum number of 50 respondents randomly selected 
from each of these microfinance institutions.  From the findings, the following emerge: 

Objective 1: Identifying typologies of microinsurance products, respective target 
groups, and suppliers of these products, on the Ugandan market 

From the findings, the most widely known insurance cover on the Ugandan market is 
insurance against death eventualities (83.1%), followed by Accident or disability 
insurance (56.9%), then Insurance against catastrophes (52.3%), Life Insurance (48.5%), 
and Agricultural Insurance (47.3). All of these insurance products target both indivuals 
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and groups although some products target individuals more than groups. These 
include accident or disability insurance (45.2%), life insurance (44.1%), and insurance 
against death eventualities (44.5%). Regarding the suppliers, financial institutions were 
singled out as the biggest suppliers (59.7%) followed by insurance companies (38.4 %) 
and other suppliers (2%) including money lenders, NAADS, Vision Fund, and BRAC. 

Objective 2: Examining the performance of microinsurance products in satisfying the 
needs of the clients 

Generally speaking people are not satisfied with insurance products and services of 
insurers.  It is only the insurance against death eventualities that received high rating of 
77.2% (broken down as follows: 44.5% high satisfaction, 32.7% fairy satisfied, and 5.9% 
poorly satisfied or not satisfied at all). Respondents pointed out the hassle of processing 
their compensation, the failure to reach out to people in the rural settings to sensitize 
them, and the exorbitant premiums required, as key reasons for their dissatisfaction.  

Objective 3: Establishing key best microinsurance practices in terms of social 
protection of the clients   

The best practices in microinsurance were ranked as follows: Prompt compensation 
(74.5%), proper understanding of the clients (73.6%), flexibility in creating insurance 
schemes (73.5%), possibility of group insurance in addition to personal insurance 
(70.7%), clear legal framework (63.5%), and respect for cultural practices (49.2%). Other 
best practices mentioned by the respondents include continuously educatin clients and 
being flexible with claim requirements, providing timely services to the clients, being 
sensitive to customer needs, having clear rules and regulations that guide the industry, 
and extensive sensitization and mobilization of people in the villages on the importance 
and operation of microinsurance.  

Objective 4: Establishing key challenges of microinsurance packages in Uganda  

The 10 most critical challenges agreed upon by the respondents were as follows: weak 
consumer protection (87.9%), minimal penetration of microinsurance in rural areas 
(86.7%), failure to reach out to potential clients and poor publicity (86.1%), unaffordable 
insurance premium (85.8%), inability by insurers to compensate promptly (83.8%), 

negative perception of insurance by the people (83.3%), lack of government assistance 
(81.6%), failure by insurers to reach out to the clients to negotiate the terms (79.3%), 
poor communication between clients and insurers (78.9%), cultural and religious beliefs 
that undermine the insurance industry (56.9%).  Practically all of the respondents kept 
reiterating the failure by the insurers to reach out to the ordinary people in the villages 
to sensitize them on microinsurance, and to demystify the concept of insurance.  

Objective5: Make appropriate recommendations based on Ugandan best practices 
and other local realities  

Lowering of the insurance premiums to ensure affordability stands out as the most 
highly rated recommendation with 89.9%, followed by flexibility in intervals of 
premium payment (88.5%), improved publicity and sensitization of the masses on the 
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importance of insurance (86.7%), stringent legal frameworks to protect clients (86.2%), 
and creation of many more micro-insurance schemes to meet the clients’ needs (85.2%).  

Additional recommendations include, prompt compensation, extending insurance to 
the rural people, and ensuring that insurance companies do not run away with people’s 
money, among others.  

i. From the findings it is glaringly clear that many Ugandans have a negative 
perception about insurance particularly because little or no attempt has been made 
by the insurers and microfinance institutions to reach out to them to sensitize them 
on the industry.  

ii. While subscribing to any insurance cover should be a deliberate choice, many 
people are being forced to subscribe because it is a requirement to get loans from 
microfinance institutions. Therefore many people, especially the poor in rural areas, 
do not appreciate the importance of microinsurance.  Consequently, on their own 
accord, these people may not approach an insurer for the purpose of looking for an 
insurance cover for their small enterprises, crops, or livestock.  

iii. Many people already subscribed to some form of microinsurance schemes are not 
yet satisfied with the products and services yet they do not have convenient avenues 
to express themselves to ensure that their grievances are redressed. These include 
the rigidity of the insurers, the exorbitant premiums, the lengthy and often 

frustrating compensation process, and the lack of a clear legal framework to protect 
them. 

iv. Although not fully satisfied, a number of people already on microinsurance schemes 
have gradually come to appreciate the role of insurance, particulary the death 
eventualities insurance, accident or disability insurance, life insurance, and some 
farmers are happy with agricultural insurance. The implication is that these 
insurance products could be good only that people have not been sensitized enough 
to appreciate the insurance industry to the extent of attracting people to buying 
these insurance covers on their own accord.  

v. People in the villages, particularly in Mpigi and Ssembabule districts would have 
their agribusinesses and livestock insured but they lack the necessary information 
about microinsurance. 
 

Recommendations  

- The Ugandan population, particularly the rural people need to be sensitized on the 
role of insurance in general and particularly on the importance of microinsurance. 
Microinsurance, just like microfinance services, can turn around the unpredictable 
small enterprise ventures, agribusiness ventures, livestock businesses and many 
others, by providing the necessary protection against various forms of shocks from 
unforeseeable catastrophes and eventualities. The findings demonstrate that indeed 
those insured have benefited.  People are so ignorant about insurance that some 
view the premiums they pay, as savings being deposited on the bank accounts. 
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Many were accusing their insurers of not refunding their money when no accident 
befalls them.   

- Government, through the national insurance regulatory authority, should come up 
with the necessary legal framework to guide microinsurance, ensure customer 
protection, and control bad practices among microinsurers. This is indeed long 
overdue. There are many operators including those registered and unregistered, 
operating in a vacuum, and indeed exploiting the clients since there is no clear guide 
in terms of laws. Without relevant laws, in the long run, people might completely 
shun microinsurance due to unprofessional operations of some actors, which 
adversely dents the reputation of the industry. Indeed according to a 
Microinsurance landscape survey carried out in Kenya in year 2010 lack of 
appropriate regulation was key barrier to the development of microinsurance as it 
stiffles the creation of an enabling environment (IRA Kenya, 2012). 

- Current microinsurers should learn to be responsive to the needs of the clients. 
Affordable premiums should be negotiated with the clients thereby raising the 
customer base and enjoy the economies of scale, accelerate the compensation process 
by being flexible and sensitive to customer demands, negotiate with their clients on 
flexible timeframes within which to pay the premiums, reaching out to the clients in 
their places of operation in order to understand their unique situations, and provide 
avenues of regularly getting feedback from their clients. 

- Microfinance institutions that require their clients to subscribe to microinsurance 
covers should first educate their clients about insurance rather than out rightly 
forcing them to subscribe. People need to be educated to appreciate the importance 
of insurance. When one appreciates this, one will always feel the obligation to pay 
the premiums in time and is likely to love taking on insurance covers in other 
aspects of life, for his family, for his property, and to encourage others to do so. In 
the developed worlds, insurance is part and parcel of every activity and is a 
personal choice deliberately made.  

- Agricultural insurance should be given a boost since the majority of the poor, the 
women, and the marginalized, especially in rural settings depend on agriculture for 
their livelihoods. Unfortunately due to climate change, there is enormous 
uncertainty about seasons, weather and climatic conditions, health of livestock and 
plants, breeds, all of which impact on food security and income.  

- In order to cater for the insurance needs of many people, the industry should design 
many microinsurance products for the poor people. Some people, especially the 
youth, are angaged in laying bricks, others in fishing, motorbike transport 
(commonly known as bodaboda), lumbering and wood trading, tailoring, roadside 
trading (selling gonja, roasted meat, vegetables etc..) and the like. These business 
activities are too risky to be managed without an appropriate insurance cover. This 
still presupposes that appropriate sensitization and publicity about the insurance 
products be considered a necessary requirement for the development of the 
industry.  
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- Given the death rate of Ugandans and the poor health of many people, particularly 
in rural settings, rolling out death insurance and life insurance to the villages would 
be a timely undertaking. Most of the respondents attested to the enormous benefits 
accrued from each of these microinsurance covers. In event of death of the bread-
earner, for example, the family members should not be stressed beyond their limits. 
It is a fact that many poor people in the villages die of treatable diseases because at 
the time of sickness they lack the money to access the health facilities. Moreover Life 
insurance would cater for the medication of the insured and hence guarantee good 
health. People would pay their premiums during the peak seasons of harvest.  
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A critical prerequisite to the success of any product is analyzing the product and 
process development cycle. This analysis can help avert many success obstacles so as to 
build a strong micro-insurance market. As a relatively new field of inquiry, micro-
insurance is on a steep learning curve, thus evaluating the evolution of the existing 
supply models is key. Still, this evaluation helps insurance providers to offer products 
that respond to market needs, improve potential insurance policy holder satisfaction 
leading to a win-win situation for policy holders, delivery channels and insurers. Micro-
insurance benefits both the financial institution and its clients. To protect itself, a Micro 
Finance Institution (MFI) analyses its sources of risk, and common among others is the 
death of a borrower.  Consequently life credit insurance is the starting point for most 
MFIs.  While it remains popular among many MFIs, it is often the only product they 
offer.  Despite the complexities in developing a range of products beyond credit life, it is 
indeed possible and even desirable as clients are not only vulnerable to death risks. 

This research project assesses the evolution of existing supply models for life and 
property insurance in Kampala and neighboring areas by exploring the different 
product development stages indicating the key strategic areas to be leveraged upon for 
the success of the product and the possible challenges. 

 

1. Back  to Microinsurance 

The Insurance Act defines microinsurance as “insurance for the protection of low-
income people against specific perils in exchange for regular premium payments 
proportionate to the likelihood and costs of the risk involved.” Microinsurance is 
insurance that enables low-income people, mostly in the developing world, to avoid the 
debt traps that often imperil their livelihoods and even their lives. Microinsurance 
provides life, health, property, and other unique forms of insurance, providing limited 
benefits for very low premiums. 

Over the last two decades, microfinance has captured the attention of the international 
development and business communities as a “silver bullet” for poverty alleviation.  The 
reality, however, is much more complicated. While small loans have helped many of the 
poor worldwide by allowing them to start small businesses or buy assets, the road out 
of poverty is hardly smooth. Frequent financial pressures and unexpected shocks often 
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erode hard-earned gains.  What the poor need is a way to protect their assets from 
unforeseen risks. 

The market for micro-insurance has been growing world-wide and more so in Africa.  
The African micro-insurance sector has recently experienced tremendous growth, with 
the number of identified people and properties covered by micro-insurance growing by 
over 200% in the three years 2008 to 2011benefiting over 40 million low-income people 
(Matul et al., 2012).  This is a tremendous achievement. The expansion of quality 
insurance services to large numbers of low-income households can have a significant 
role in achieving the Millennium Development Goals.  A study by McCord (2013) 
indicated that 38 million of the insured people in Africa are concentrated in Southern 
and Eastern Africa, with South Africa alone covering 27 million.  

Micro-insurance in Uganda has gained importance over the last decade to cater for the 
informal sector workers, who constitute about 95% of the total workers.  This growth in 
importance has been driven by the need for MFIs to protect clients and often their 
families against household income shocks provoked by health related problems and the 
existence of significant opportunities for the supply of insurance to the low–income 
market (Basaza, 2008).   

Life micro-insurance products dominate the market in Uganda as well as in Africa.  In 
Africa these products were reaching 33.9 million people in 2011 (Churchhill et al., 2012).  

Property micro-insurance products on the other hand do not dominate the market 
though their demand is increasing.  Table 1 gives a summary of the Uganda insurance 
industry basics.   

Estimates (Matul et al.2012) place the number of micro-insurance product users in 
Uganda at about 0.6 millions, most of which is made up by compulsory credit life 
insurance sold through micro-finance institutions (MFIs). Some of this is done through 
commercial insurers, while some is informally underwritten by MFIs themselves. There 
is little empirical evidence of member based (cooperative or mutual) insurance activity, 
though there is evidence of some use of community-based informal risk pooling activity 
and appeal to family networks in respect of funeral and health risks. 
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Table 1 Uganda Insurance Industry Basics 

ASPECT EXPLANATION 

Name of insurance regulatory 
body in Uganda 

Insurance Regulatory Authority of Uganda 

Key responsibilities of the 

regulatory authority 

Policy development, recommendations to 
Parliament, implementation, enforcement, 

supervision, regulation and licensing of insurers, 
brokers, reinsurers, and agents. 

Research and Market development, Public 
education and awareness, engagement with 

stakeholders. 

Minimum paid-up capital 
requirements for insurance license 

 Reinsurance Company – Ushs 10 billion 
 Non-life Company – Ushs 4 billion 

 Life Insurance Company – Ushs 3 billion 
 Insurance/Reinsurance broker – Ushs 75 

million 

Other key requirements for an 

insurance license 

At least two experienced senior managers, a  
certified accountant, approved policies and 
products, reinsurance, membership in the 

Insurance Association, payment of regular fee to 
the Commission. 

Number of Insurance players 1 Re-insurance company, 28 Insurance companies 
(20 Non-life, 8 Life), 28 Insurance brokers, 1 Re-

insurance broker, 17 Loss assessors and 990 Agents 

Other unregulated organizations, 

that offer insurance 

Numerous community-based “insurance” schemes. 

source: Annual Insurance Market Report, 2014 

 

1.1. The Insurance Regulatory framework 

The Ugandan insurance sector is one of the least developed in the region. Insurance 
penetration in Uganda stood at 0.66% of GDP compared to 3.2% of its neighbor Kenya 
in 2012. This was a slow growth from 0.59% in 2008 to 0.65% in 2011. Before 1996, 
anyone could start an insurance business as long as the company had a Board of 
Directors.  In response to this situation, the government promulgated the Uganda 
Insurance Statute of 1996 and the Insurance Regulations of 2002. 

Today the insurance industry is strongly regulated. Currently, regulation relevant to 
insurance includes: 
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The Insurance Act, Cap 213 Laws of Uganda 2000, the Insurance Regulations, 2002; 
Statutory Instruments No. 59 and 60 The Motor Vehicle Insurance (Third Party Risks) 
Act 1989, Cap 214 Laws of Uganda, The Workers’ Compensation Act , Cap 225, The 
Guideline on Reinsurance Strategy, Management Procedures and Arrangements, The 
Marine Insurance Act, 2002 Co-operative Societies Act, Cap 112 of 1991; and Companies 
Act, Cap 110 of 1961.   

Of particular relevance to micro-insurance is the Insurance Act, in that it: 

 Draws a distinction between the categories of life and non-life insurance, but 
does not explicitly define a category for medical insurance; 

 Restricts the institutions which may provide insurance to: a company 
incorporated under the Companies Act; 

 Provides the framework for setting a scale of minimum premium rates for certain 
product lines agreed between the industry association and the regulator; 

 Limits distribution of insurance to registered brokers and agents; 

 Restricts the collection of premiums on a credit basis to brokered business, which 
has been reported to hinder the development of direct sold insurance;  

 Provides the framework for setting a scale of maximum commission rates to be 

agreed between the intermediary and insurer associations and the supervisor. 

In addition to the Insurance Act, the Insurance Regulatory Authority of Uganda with 
the support of the German Agency for International Cooperation (GIZ) is in the process 
of drafting Micro-insurance regulations that will enhance financial inclusion while 
ensuring protection of micro-insurance clients. Key elements to be embedded in the 
micro-insurance regulations are provided in the table below; 
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Essential Element Regulatory Response 

1. An effective definition of 
micro-insurance 

 Define boundaries to fit specific situations 
where market failure exist 

 Avoid opportunities for market arbitrage 

2. Encourage innovations to 
reduce the influence of 
adverse selection and moral 
hazard 

 Encourage low cost distribution channels and 
innovative partnerships 

 Facilitate licensing procedures that account for 
the lower product complexity and the 
preference for intermediaries familiar to the 
consumer. 

 Provide certainty of allowable returns, given 
the need for higher return on smaller 
premiums for a market to develop. 

3. Enhance product quality 
and consumer knowledge 

 Identify and offer programs to enhance 
financial literacy, including understanding 
how the community benefits form some (but 
not all) members receiving compensation for 
losses. 

 Assure availability for underlying benefits, 
such as healthcare, covered by any available 
policies 

 Assure high-quality claims payment and 
claims payment processes, including a defined 
complaint mechanism. 

4. Facilitate the transition of 
small, informal micro-
insurance schemes to 
regulated entities 

 Consider capital requirements that are 
different from those of traditional markets 

 Support access to reinsurance and other risk 
transfer solutions 

 Provide training to assure a knowledgeable 
and capable workforce 

 Enforce laws against corruption to build trust 

source: Annual Insurance Market Report, 2014 

With respect to microfinance institutions (MFIs), the Insurance Statute forbids 
organizations from conducting insurance business without a license (Insurance Statute 
1996, Section 1, item 3). Thus, MFIs cannot legally develop and sell their own insurance 
products without a license. There appears to be no specific insurance statute that 
precludes a MFI from operating an insurance business as long as it complies with the 
licensing requirements, however, there would be other issues with the Central Bank 
and the banking laws, making such incorporation rather complicated. 
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1.2. Problem and Purpose 

Studies from across the developing countries have indicated that low-income people 
need financial risk management tools.  This is so because low-income people are most 

vulnerable as they do not have adequate means to mitigate their exposure to risk. 
Because of this, many microfinance insurance providers have embraced the task of 
offering the service.  Many providers though pay attention to customers and 
competitors in the market with little attention given to the analysis of micro-insurance 
products and process evolution.  Underscoring the importance of such an analysis 
commonly leads of failure of the products introduced (McCord, 2011).  High product 
failure rates lead to erosion of client confidence in the micro-insurance industry.   

The purpose of this project therefore is to critically assess the evolution of the supply 
models for life and property microinsurance within the Ugandan context by exploring 
the different product development stages indicating the key strategic areas to be 
leveraged upon for the success of the product and the possible challenges. 

 

2. Theoretical and analytical frameworks 

The evolution of micro-insurance products and processes viewed at the industry level 
can have either a market or risk orientation.  At the industry level one can assess the 
micro-insurance product cycle based on the market conditions (Hill, 2007).  Using the 
market based model three major stages can be identified; namely, introduction, growth, 
maturity, and decline.  This is a general product life cycle model that can be used in any 
industry.  Still at the industry level, the evolution can be looked at based on the level of 
risk covered by the MFI.  Using the risk based model (McCord, 2011), five pathways of 

micro-insurance as shown in figure 1 can be identified; namely: improving credit life to 
cover other risks or protect other persons besides the borrower; introducing insurance 
linked to savings; offering credit liked to voluntary riders; packing insurance with 
broader risks; and developing “meso” level insurance to protect the portfolio against 
disaster.  This study has focused on the risk based model. 

Figure 1. Risk based Pathway model 
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The five evolution pathways shown in figure 1 are not mutually exclusive – each 
financial institution may follow several of these pathways. Each pathway has been 
explained in the subsequent paragraphs. 

2.1. Pathway 1: Improving credit life insurance 

This is the first phase in the product evolution pathway where the level of risk covered 
is low. This is an insurance product that covers the outstanding principal and interest of 
a loan upon the death of a borrower.  For MFIs that provide credit life insurance, the 
first step is to improve the value of the product to clients. As insurance that covers the 
outstanding loan balance on the death or permanent disability of a borrower, credit life 
is a logical starting point for MFIs new to microinsurance. It is generally easy to 
introduce, simple for borrowers to understand, and perceived favourably by financial 
intermediaries as it reinforces their core business.  

MFIs that provide credit life fall into two broad categories. The first group offers 
insurance primarily because it benefits the financial institution by reducing its risk 
exposure, while possibly generating an additional source of income. The MFIs in this 
category are likely to have low claim rates and their clients may not even be aware of 
the coverage. Where regulations restrict the interest rates that MFIs can charge, they 

may be using the insurance premium as supplementary revenue to circumvent usury 
laws. 

MFIs in the second category recognize that insurance can benefit both the institution 
and its clients. This group supports the evolution of their credit life product so that it 
can be a building block to more comprehensive cover. The first step in this evolution is 
to introduce enhanced credit life, or “credit life plus”, which goes beyond the 
outstanding loan balance. As illustrated in figure 2, credit life plus might include four 
variations. 

Figure 2 Credit life plus 
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a. Providing additional life insurance benefits: Besides covering the outstanding 
balance of the loan, this way of enhancing credit life also provides benefits such as 
payment for funeral expenses. 

One can make a strong argument that this type of insurance should be the starting 
point, not the basic credit life that only covers the loan balance. By providing a tangible 
benefit to the next of kin, such as a funeral payout, the MFI can contribute to the 
creation of an insurance culture as low-income households see the results of insurance 
and begin to appreciate its benefits. Plus, by paying claims to beneficiaries, the MFI 
helps its clients to develop familiarity with insurance, and can build on this foundation 
with other types of cover. This would not happen if they just wrote off the outstanding 
debt.  

Alternatively, instead of having credit life at all, the MFI can ask borrowers to take a 
mandatory term life insurance policy when they take out a loan, and then the 
beneficiaries are responsible for repaying the borrower’s outstanding loan in the event 
of death (Matul et al., 2012). 

The disadvantage of offering credit-linked life insurance rather than credit life is the 
extra transaction that must occur when a claim is made. Instead of the MFI being paid 
directly by the insurer, it must collect the outstanding loan from the next of kin. This 
additional transaction is eclipsed by the advantages. It is a more transparent approach. 

Borrowers are more likely to know that they have bought insurance and how much 
they paid for it. During the public claims process, the whole community can see that the 
insurer is fulfilling its contractual obligations. The awareness of having insurance and 
the experience with the claims process can lay the foundation of an insurance culture. 

b. Extending cover beyond the loan term: A major limitation of credit life insurance is 
that low-income households are only covered when they have outstanding loans. Since 
most people would prefer not to be perpetually in debt, MFIs need to develop 
mechanisms to continue the insurance coverage in between loans, or when clients have 
stopped borrowing. 

c. Covering additional people: Many MFIs have expanded credit life to include other 
people, especially spouses. Where MFIs serve primarily women, clients tend to be more 
concerned about coverage for spouses than coverage for the loan (Banthia et al., 2012). 
Some organizations also include children and even parents of the borrower.  

Besides responding to the preferences of low-income women, the inclusion of 
additional people on the policy enables the MFI to substantially increase the number of 

persons covered without a corresponding increase in the work required. For insurance 
to succeed, large numbers are generally preferable. Not only does this result in 
economies of scale and more accurate estimations of risk, but also when more people 
are covered, it increases the likelihood that there will be demonstration effect 
opportunities.  
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However, the inclusion of additional lives adds complications that have implications for 
an MFI’s operations. To begin with, it requires additional documentation to know who 
is covered, such as copies of identity papers. It is also important to recognize that the 
risk profile of the additional persons will be different from that of the borrower. To 
manage the added risk, MFIs and insurers can begin the product with a moderate 
benefit for the spouse that increases as the true risk is better understood. In contrast, if 
children are covered, they are likely to be a much lower risk than their parents, except 
for the very young. Consequently, some schemes only cover children who are more 
than five years old. 

d. Covering additional risks: A logical next step is to cover risks besides death that 
affect the stability of the borrower and consequently the MFI as well, but still on a 
mandatory basis. Besides a rider that protects against total and permanent disability, 
which is commonly a part of a basic credit life cover, some schemes cover business 
assets, livestock, health and even natural disasters.  

For example, some MFIs protect assets, such as business premises and inventory, 
against fire. Opportunity Bank in Uganda provides short-term loans to a large number 
of market vendors to purchase inventory. The bank’s credit life insurance protects not 
only against the death of the borrower but also against fire – if a fire destroys a vendor’s 
shop the insurer will pay off the outstanding loan. Opportunity Bank is exploring the 

possibility of extending fire cover to protect the borrower’s business assets, not just the 
outstanding loan. Such cover could be easily added to the existing credit life product to 
protect the entrepreneur’s equity, which has been built up over months or years (Wipf 
et al., 2011). Generally the attributes of the credit life insurance product are shown in 
table 2. 

Table 2 Credit life insurance product 

Risk concern Coverage information 

Death Accidental death provides a financial payment to the beneficiary plus 
payment 

of the outstanding loan balance. Non-accidental death of the client only 
covers the loan. This benefit is limited. 

Disability In the event of total and permanent disability, the Group Personal 
Accident (GPA) only covers the loan balance. Initially, temporary 

disability was also included in the cover, but was not marketed because of 
the potential moral hazard and fraud problems. 

Loss of assets due 
to idiosyncratic 

risks of price 
change due to 

circumstances of 
security 

The fact that the loan is covered protects other group members who 
would 

otherwise be responsible for payment of the deceased’s loan. Additionally, 
the 

new catastrophic cover protects against loss by fire under certain 
conditions. 
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2.2. Pathway 2: Insurance linked to savings 

The second microinsurance pathway for MFIs is to offer savings-linked insurance 
products. As with savings accounts, this type of insurance involves customers 
entrusting their money to the financial institution in return for a future obligation, in 
this case, paying money in the event of a claim. Unlike a loan where the lender is taking 
the risk, insurance and savings products require that the customer trust the MFI.  

Savings-linked insurance holds two advantages over credit-linked products. First, most 
people need savings mechanisms and hence savings-linked insurance can appeal to a 
wider pool of clients, not just the subset of people who borrow money. Second, savings 
products typically have a longer duration, providing a platform for MFIs to offer more 
permanent protection and build customer loyalty.  

Savings-linked insurance products can take two primary forms, as illustrated in figure 
3.  

Figure 3. Types of savings-linked insurance 
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The first type is an endowment product that accumulates value, where the insurer 
keeps and invests the savings for policyholders. Such products are attractive to MFIs 
that cannot offer savings themselves due to regulations. By collaborating with a life 
insurance company, the MFI can offer a saving and insurance service to their clients. 
These products can be attractive to clients because they have something to show for 
their premium payments if the risk does not occur.  However, endowment products 
have historically not provided particularly good client value because a significant 
portion of premiums go into high administrative costs and commissions, and 
policyholders can lose what little value they have accumulated if they do not regularly 
pay their premium (Rusconi, 2012). 

b. Linked to savings account 

 Life savings: One option is for institutions to offer life insurance as an added 
benefit to a savings product.  This is a common approach among credit unions 
that offer “free” life savings cover, which pays an insurance benefit that is a 
multiple of the average account balance when the insured member dies. The 
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product is intended to give depositors an incentive to increase their savings, as 
the coverage increases with the savings balance. As with credit life, because it is a 
member benefit, it can provide an initial step towards creating an insurance 
culture within the customer base as long as they have a positive impression. 

 Savings accounts as premium payment platforms: This is a standard banc 
assurance approach whereby the savings account holders are targeted for a sales 
pitch for voluntary insurance, and premiums are automatically deducted from 
their accounts on a regular basis. 

 Savings completion insurance: This insurance is tied to a contractual savings 

product, and provides protection if clients are not able to complete their savings 
goals because of death or disability. This type of cover may be interesting for 
MFIs as it is helps to make contractual savings more attractive.  When designing 
such a product, MFIs can compare the insurance cost to the cost of increasing the 
interest rate on savings to attract more long-term deposits. 

 Savings to finance premiums: Many insurance products require policyholders 
to pay an annual premium during a specified enrolment season, which can be 
difficult for poor households who do not have the sufficient funds at the right 
time. Another way savings can facilitate access to insurance is as a premium 
financing mechanism. While it is quite common for MFIs to give loans to enable 
clients to pay premiums, an alternative is to encourage clients to save up the 
funds needed to pay annual insurance premiums by paying weekly or monthly 
installments, which could be done by MFIs even if they are not licensed deposit-
taking institutions as long as they did not lend the funds. 

 

2.3. Pathway 3: Transitioning from mandatory to voluntary insurance  

The third stage of the pathway is a transition from mandatory to voluntary insurance. 
At this stage the institution develops strong policy and process management 
information systems, greater product sophistication, new distribution channels, choice 
and outreach.  If structured properly, mandatory products can allow MFIs to start 
building a culture of insurance among clients by raising their awareness. 

However, the problem with some mandatory products is that since such products do 
not require an active purchase decision from clients, they can be “sold” without 
properly informing clients. If field staff are not required to sell the product, they might 
not bother to explain the cover or might not even understand it themselves.  

An important decision to be made when introducing voluntary products is who will be 

selling them. It might seem logical that if field staff or loan officers were already known 
in the community and interacting with the target market, then it would be cost-effective 
for them to also sell insurance.  

Besides the additional costs, voluntary products also present a new set of risks and 
responsibilities for MFIs. Voluntary products enable an MFI to make itself relevant to a 



 
 

51 

new market segment, but this could expose the institution to adverse selection. This is a 
risk even when selling to its existing client base because, while the MFI has a good sense 
of its clients’ financial behavior, it might not have a complete picture of their risk 
profile. Adverse selection is generally not a problem when the risk is spread across the 
entire client pool, as is the case with mandatory products. With voluntary products 
though, the information asymmetry is to the client’s advantage.  

Offering a product that people have to choose to buy requires that institutions 
understand people’s preferences for product features and risks covered, and have data 
to price the product properly. Research will also need to assess the size of the potential 
market, people’s willingness to pay and the estimated take-up rate in order to 
determine if voluntary cover makes sense. The product design process then follows, 
starting with discussions between the insurer and the MFI (in the partner-agent model). 
These give the partners the opportunity to combine the insurer’s insurance expertise 
and the MFI’s understanding of its target market. The partners can then explore ideas 
about how best to complement the MFI’s current offering of financial products. 

 

2.4. Pathway 4: Broader risk prevention and management 

The fourth stage of the pathway is where insurance is packaged within a risk 

management framework.  It is a synergy between savings and credit linked cover by 
taking a holistic view of the client’s risk management needs.  At this level there is 
increasing innovation, more complex products and choice and the institution has 
multiple partners.  

When MFIs offer insurance, it is important that it complements their existing offerings. 
This fourth pathway for product evolution comes naturally with savings- and credit-
linked cover, but to increase the potential impact of insurance, it is necessary to take a 
more holistic view of the clients’ risk management needs, and design a package of 
financial and non-financial services that can address them appropriately.  

As highlighted by Zeller and Sharma (2000), “A large share of [poor] households 
borrow, many more save, and all seek to insure against the vagaries of life.” In this case, 
the authors use a broad definition of “insure” meaning to protect against risk, but not 
exclusively using the risk pooling mechanism of insurance. Indeed, insurance is an 
appropriate financial instrument to protect against large losses that occur infrequently. 
To provide more comprehensive protection, MFIs can couple insurance with savings 
and emergency loans to help clients to manage small and frequent losses and economic 
stresses. 
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Figure 4. Three Phase risk management framework 

 

 

 

 

 

 

 

 

 

 

A risk management framework could include three main categories of activities – 
prevention, preparation and coping – as illustrated in figure 4.  

For prevention activities, it is necessary to first understand what risks the target 
markets are most vulnerable to, and of those, which ones could be prevented. Many 
health risks are preventable through improved sanitation, hygiene and nutrition, so one 
way to manage that risk is through education and awareness-raising.  For example, 
MFIs working in environments with high rates of HIV infection often promote condom 
use and encourage testing. Such approaches can have a significant impact.  

The second step in the risk management framework is preparation through the 
accumulation of capital, building reserves and resources that can be drawn upon if the 
insured event occurs. MFIs can naturally assist their clients to accumulate financial 
capital, but some also work on the other dimensions. For example, MFIs that use group 
lending methodologies assist in the formation of social capital. Many MFIs have 
education savings accounts or offer school loans to support the development of human 
capital. They may also provide skills training and business development services, for 
example through a credit with education approach. Some even have safe deposit boxes 
to help protect their customers’ physical capital; while others offer pawn loans to turn 
physical capital into financial capital. 

The third category in the risk-management framework is coping, which is essentially 
putting in place or operationalizing the preparation activities. From a risk management 
perspective, the objective is for MFIs to facilitate consumption smoothing by enabling 
clients to rely on low and medium stress coping mechanisms, and to avoid high stress 
solutions as these create a downward spiral into chronic poverty. 

2.5. Pathway 5: Considering meso-level schemes for disaster protection  

The “meso” stage in the evolution pathway involves protection from disasters like 
floods, landslides, earthquakes and other similar disasters.  In many countries, MFIs 
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and their clients are vulnerable to disasters, including floods, hurricanes and 
earthquakes. Because of climate change, many of these risks are increasing. Not only is 
this a major danger for low-income households, but because it is a covariant risk, which 
means that it affects many clients at one time, a catastrophe is a serious threat to the 
MFI’s solvency.  

Insurers deal with covariant risks through diversification and reinsurance. MFIs that 
can spread their risk pool across different geographical areas and markets have a better 
chance of managing covariant risks. However, as far as reinsurance is concerned, since 
MFIs are not formal insurers, they cannot access the reinsurance market directly. 
Consequently, to access protection against disaster risks, MFIs need to link up to the 
insurance industry in some way. 

 

3. Empirical Studies on Microinsurance Products in Uganda  

According to the GIZ report on Microinsurance in Uganda (2013), it was noted that 
Uganda was one of the early adopters of formal microinsurance delivered by an MFI 
and underwritten by a regulated insurer. As early as 1997, AIG and FINCA had 
introduced a group personal accident policy to cover FINCA’s borrowers.  15 years 
later, the situation had marginally changed, most microinsurance was still provided 

through group policies sold to financial institutions such as MDIs, MFIs, SACCOs and 
commercial banks serving the lower and lower middle-income segment. 
Hennie, et al. (2007) in a survey conducted on micro insurance in Uganda, concluded 
that there were very few micro insurance products, or insurance products specifically 
targeted at low-income individuals, available in the Ugandan Insurance market.  

According to Carpenter et al. (2013), it is important to note that all big financial 
institutions catering for the low-income segment cover their clients through at least a 
basic credit-life product, often extended to the family and including additional covers. 
However, majority of these products are group policies and end clients may not be 
aware of the extent of their cover and hence may not really appreciate this service. The 
level of activity in the micro insurance sector is generally low with few insurers offering 
more than credit life policies. The following companies offer policies designed to target 
the low-income and informal segment; AIG (mainly credit-life), UAP (mainly credit-
life), NIC (credit-life and school-fee protection), Lion (credit-life, agriculture), Liberty 
Life (Personal Accident and hospital cash), ICEA (Savings-linked life and Personal 
Accident). AIG is still a major player in this market segment though other insurers such 
as UAP and Lion insurance have made some roads into the business. (GIZ report on 
microinsurance in Uganda, 2013) 
In another study by Carpenter et al, 2013, a number of insurers who indicated a high 
interest in micro insurance, also highlighted micro health and agricultural insurance as 
the products that they would most likely develop for the low-income people. However 
while appropriate products in these two lines of micro insurance would met significant 

demand, they would be the most difficult products to offer especially at the micro level. 
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Other additional challenges in the micro health segment include the deficit of providers 
in rural areas as well as the high cost of transportation. 

 

4. Microinsurance Distribution Channels 

According to Carpenter et al. (2013), most insurers view banks and financial institutions 
as a promising distribution channel, both for micro insurance and for insurance 
products more generally. Banks and MFI’s have, through the use of group policies, been 
able to act as channels for the delivery of credit life products to their borrowers. The 
way this is done is by banks and MFIs to buy credit life on their clients’ behalf. They 
then charge their clients for the service, often at a mark compared to what they pay the 
insurer. The absence of intermediation of insurance (bancassurance) products by banks 
and other financial institutions is a significant constraint to further market development 
as it is not lawful for banks and MFI’s to be paid commission for the sale of insurance 
products. 

 

6. Models in Microinsurance  

One of the greatest challenges for microinsurance is the actual delivery to clients. There 
are four main methods for offering microinsurance: partner-agent model, community-
based model, full-service model, and provider-driven model. There are also a number 
of hybrid models. Each of these models has its own advantages and disadvantages. 

Commonly micro-insurance is managed by the micro-finance institutions, which have 
direct access to those borrowing poor for whom the entire programme is developed and 
tried.  

Micro-insurance has been implemented in four different models as follows:  

1. The Community Based Mutual Model 

2. The Partner-Agent Model  

3. The Full-service Model  

4. The Provider- driven Model  

6.1. Community based Mutual Model  

In the Community based Model, groups of people get together and essentially develop 
their own insurance scheme in which they pool their own funds and develop their own 
rules. It is primarily a savings and credit association with added insurance features.  
The policyholders or clients are in charge, managing and owning the operations, and 
working with external healthcare providers to offer services. This model is 
advantageous for its ability to design and market products more easily and effectively, 
yet is disadvantaged by its small size and scope of operations. 
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Microinsurance schemes based on the people's mutual model, in which members of the 
group come together to decide how their "pot of money" is to be spent, have been 
successful in some regions. Not only has membership given people more awareness of 
their own cash flows and situations, and insight into managing their risks; it has also 
empowered them within their communities and strengthened their sense of solidarity.  

6.2. Partner-Agent Model  

The MFI acts as the agent, marketing and selling the product to its existing clientele 
through a distribution network it has already established for its other financial services. 
The insurance provider acts as the partner, providing actuarial, financial, and claims-
processing expertise, and the capital required for initial investments and reserves as 
required by law. The insurer also absorbs the risk.  

Perhaps this is the most common way MFIs provide insurance is where the MFI acts as 
a distribution channel for an insurance company. The MFI provides access to its client 
base and performs specific roles in the delivery of insurance, and it is generally 
compensated for these efforts through commission or service fees. The MFI typically 
does not carry any risk, but can provide its clients with a valuable service while 
generating an additional source of revenue. In more complicated partnership structures, 
the risk and reward sharing is integrated, with the MFI sharing the profits of the 
insurance offerings, although in some countries regulation may prohibit this 
arrangement.  

According to Rendek (2012), the most successful microinsurance partnerships appear to 
be those that:  

 have a strong alignment of interests and objectives, where the microinsurance 
programme contributes to the core business of each partner;  

 approach the initial phase as a time for learning, with a long-term commitment 
to developing sustainability;  

 set realistic goals and expectations through a joint process;  

 clearly delineate roles and responsibilities;  

 collaborate at some level in all areas of programme development and 
implementation;  

 are flexible, especially around problem solving and change.  

MFIs search for insurers that are willing to be committed to the low-income segment for 
the long term. But how can they assess this commitment? One way is to determine 
whether the insurer is willing to modify its business processes to meet the needs of 
microinsurance clients. Adjusting processes is more cumbersome than adjusting 
product pricing or benefits, and takes more effort by the insurer; hence insurers are only 
willing to go through this exercise if they plan to be in the partnership for a long time 
(Sharma and Mude, 2012).  

MFIs should not hesitate to switch insurers if they are unhappy with the service 
delivery or if the insurer is not sufficiently able to meet the needs of the MFI and its 
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clients. However, partnerships should be sought with a long-term perspective. Focusing 
on a lower premium rate or higher commission might be advantageous in the short 
term, but “partner churning” can be administratively costly and make it difficult for the 
insurer to trust the MFI and commit to the programme. It can take a while for insurers 
to understand the market well enough to be willing to innovate and try new products 
or agree to better terms.  

One way to retain commitment from partners is to outline specific learning objectives 
and then measure progress towards them during the initial stages of a partnership. A 
pilot can be designed to test different product features, premium levels, staff incentives 
or communication materials. It can also assess the effectiveness of the enrolment and 
claims processes. The initial objectives can then focus on understanding the factors that 
will lead to a successful programme, rather than only on specific performance 
indicators such as sales or claims numbers. In such a learning partnership, continued 
commitment depends on recognizing the learning that has taken place, even when 
financial progress appears to be incremental (Rendek, 2012).  

The partner-agent model makes sense for the majority of MFIs. It works well especially 
at the initial stages when MFIs are developing an understanding of insurance and 
building in-house capacity. But MFIs do not always get what they want from the 
insurer, so even within the partner-agent model one finds hybrid approaches whereby 

an insurer provides the basic coverage, but the MFI provides additional benefits.  

6.3. In-house or Full-service Model  

The MFI providing insurance services is in charge of everything; both the design and 
delivery of products to the clients, sales, services and claims assessment. The MFI works 
with external healthcare providers to provide the services. The insurers (MFIs) are 
wholly responsible for all insurance-related costs and losses, but they also retain all 
profits. This model has the advantage of offering MFIs full control, yet the disadvantage 
of higher risks and an eventual lack of insurance technical knowledge. 

Some MFIs choose to manage such products in-house by creating a reserve fund. When 
a client dies, the loan balance is written off and deducted from the fund. The fund can 
also be used to cover loan losses that are associated with other risks. Typically MFIs 
choose this option because they want to provide certain protection to clients, are unable 
to find a suitable insurance partner, want to simplify processes and maintain greater 
control over operations, and/or retain profits from the product.  

In general, the main drawback to self-insuring (besides the fact that it may be illegal) is 
the limited range of products that can be offered. Self-insuring may be a suitable option 
for straightforward risks like death (although even this has to be assessed properly), but 
becomes inappropriate as risks get more complex, especially since MFIs are unable to 
access reinsurance.  

As described in Churchill and Roth (2006), the preconditions for self-insurance include 
the following ones:  
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i. The MFI has a large enough risk pool, at least 10,000 insured lives covered, and 
the risks are reasonably homogeneous.  

ii. The product is kept simple.  
iii. The MFI obtains catastrophe coverage from an insurance company.  
iv. The MFI makes use of appropriate technical expertise with product design, 

pricing, data management and performance monitoring.  
v. Regulators allow it.  

Many MFIs do not have the capacity to self-insure, and certainly do not have the 
expertise to price products accurately. Consequently, one often sees a MFI that sets a 
conservative premium rate, builds up a sizeable reserve fund, and then decides to offer 
additional benefits without assessing the underlying risk. As a result, the reserve fund 
is quickly depleted, and the MFI has to re-price the product or lower the benefits, which 
can undermine the trust that clients have in insurance, the MFI, or both.  

MFIs that self-insure need to set aside appropriate reserves, as determined by an 
actuary, and invest them prudently, which generally means not in their loan portfolio. It 
might be tempting to tap into the insurance reserves, especially if the MFI is 
experiencing liquidity constraints in other parts of its operations. However, insured 
risks do not occur regularly, so reserves should be maintained separately so that the 
MFI can pay claims quickly if the insured event does occur.  

6.4. The provider driven model 

Under this model, the service provider and insurer are the same. Similar to the full-
service model, the insurer is responsible for all operations, delivery, design, and service. 
There is an advantage once more in the amount of control retained, yet disadvantage in 
the limitations on products and services. 

6.5. Methodology  

To assess the evolution of supply models for life and property micro-insurance in 
Kampala and neighboring areas, 23 firms offering these products were randomly 
selected.  Since the research is at the industry level, a random selection from insurance 
companies, commercial banks and MFIs was done.  Emphasis though was on MFIs and 
thus 17 of the 23 firms used were MFIs (see table 3).   

Documentary evidence was gathered on the nature of products, prices charged, 
delivery channels, type of partnerships with key stakeholders, claims management and 
nature of promotion at each phase in the evolution pathway model for the two product 
categories. Besides documentary evidence, structured interviews were held using a 
research protocol (annex 1) with managers of mainstream insurance organizations, 
commercial banks and MFIs that were used in this study, and technical staff members 
in charge of life and property life insurance.   

Twenty three (23) face-to-face interviews were administered with top managers of these 
firms and another two (2) were conducted with managers at the Insurance Regulatory 

Authority of Uganda. All interviews were conducted in English and lasted 30 minutes 
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on average. Transcription of interviews was done verbatim on the same day and scripts 
were double-checked. For ethical considerations, the researchers explained to the 
interviewees that results of this study will remain anonymous.  The research protocol 
was filled by forty two (42) respondents in the product and operations units. Two (2) 
researchers from the insurance industry were trained for (3) three days and used to 
collect data.   

The validity and reliability of the research protocol was tested through benchmarking 
available product evolution assessment tools, pre-testing, and administering the tool to 
5 industry experts.   The research protocol was pre-tested with five (5) respondents 
from NIC (3) and Multitech staff SACCO (2).  Based on the pre-testing certain 
modifications were made in the research protocol.   

In the original protocol information on life micro insurance and property micro-
insurance products was sought using different tables. In the final tool the two were put 
closely together in the same table so that information is sought at once.   

After the modifications the research protocol was given the five industry experts who 
scored the tool on the basis of whether it is being used to assess the product features 
along the evolution pathway.  The overall content validity score for the tool was 0.74 
and since this is above 0.7 which is the recommended score, the tool was perceived to 
be valid. The risk based pathway model framework shown in figure 1 was used to 

analyze the data.  

6.6. Findings and analysis  

The institutions used in the study include those that are formally regulated by 
insurance laws these are UAP and AIG.  There are those regulated by other laws 
(banking, micro finance, and SACCO laws) but offering insurance services, these are 
commercial banks and MFIs and there are those that are informal and not regulated 
these include some (eight -8) SACCOs. Eight (8) firms used in this study have been in 
operational existence for over 20 years, three for more than 10 years but less than 20 
years, seven for more than four (4) years but less than ten years and three for less than 
four years. 

Micro-insurance products are evolving beyond providing basic credit life insurance so 
as to offer more insurance products that give greater client value with the interface of 
multiple partners.  Due to highly specific and in-depth nature of the information to be 
solicited, a special emphasis was placed on contacting risk providers and carriers of life 
and property insurance products. 
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Table 3. Institutional information 

S/N Name of the firm Nature Years in 
existence 

Regulation 
status 1 UAP Insurance 

(Uganda) LTD 
Insurance Co. <20 

years 
Regulated 

2 AIG Uganda Insurance Co. <20 
years 

Regulated 
3 Post Bank Uganda ltd 

(Head Office) 
Commercial 

Bank 
<20 

years 
Regulated 

4 Centenary Bank 
(Head Office) 

Commercial 
Bank 

<20 
years 

Regulated 
5 Equity Bank Uganda 

(Head Office) 
Commercial 

Bank 
<20 

years 
Regulated 

6 Opportunity Bank 
(Head Office) 

Commercial 
Bank 

<20 
years 

Regulated 
7 FINCA Micro Finance 

(Nakulabye) 
MDI 13 Regulated 

8 AGAFODE Micro 
Finance LTD 

MDI <20 
years 

Regulated 
9 Pride Micro Finance 

(Head Office) 
MDI 14 Regulated 

10 Uganda Finance Trust MDI 13 Regulated 
11 Agalyawamu SACCO SACCO 14 Un regulated 
12 Kavule Twegatte 

Savings LTD 
SACCO 5 Regulated 

13 Youth Initiated Saving 
Scheme 

SACCO 3 Regulated 
14 Tweyambe Savings 

Union 
SACCO 5 Un regulated 

15 Youth Development 
Project 

SACCO 3 Regulated 
16 Kasubi Vendors 

SACCO 
SACCO 9 Regulated 

17 Kawala Women 
Savings Group 

SACCO 4 Un regulated 
18 Munakukaama 

Associations 
SACCO 2 Un regulated 

19 Twekembe Credit & 
Saving Society 

SACCO 4 Regulated 
20 Women Catholic 

Guild Nateete 
SACCO <20 

years 
Un regulated 

21 MobiCash & Liberty 
life 

SACCO 5 Un regulated 
22 Committed Teachers 

SACCO 
SACCO 6 Un regulated 

23 Youth Entrepreneurs 
SACCO 

SACCO 4 Un regulated 
 

As already explained the risk based pathway model has been used to present and 
analyze the findings.   

Five interrelated stages have been followed, namely: improving credit life to cover other 
risks or protect other persons besides the borrower; introducing insurance linked to 
savings; offering credit liked to voluntary riders; packing insurance with broader risks; 
and developing “meso” level insurance to protect the portfolio against disaster. 

i. Improving credit life / credit life insurance 

All the firms used in this research apart from Tweyambe Savings Union, Women 
Catholic Guild Nateete, and Munakukaama Associations, have in one way or another 
been involved in insurance products geared towards improving the credit life of a loan.  
The three institutions that have not been involved in this phase explained that currently 
they are not offering credit to their members though it is one of the things in their 
strategic plans that they will embark on soon.  Interviews with the managers at the 
Insurance Regulatory Authority of Uganda ranked credit life insurance as one the most 
desired micro insurance products by Ugandans. 



 
 

60 

Twenty (20) firms out of the twenty three (23) have embraced credit insurance as they 
were entering the insurance market. Usually as indicated by 29 out of 46 respondents, 
institutions offering credit insurance start with the basic product that covers the loan 
balance. One managing director interviewed commented thus: “credit life insurance 
products are low risk products easy to introduce, simple for borrowers to understand, 
and perceived favourably by financial intermediaries as it reinforces their core 
business.” 

The respondents indicated that as they entered the insurance market they would charge 
a small fee usually 1% - 2% of the loan amount to cover the loan given to clients 
generally against death of the client and in some cases also, fire, burglary and other 
related hazards. Figure 2 shows the different layers of credit life insurance and the 
number of firms used in this research that have adopted those layers. 

Figure 2. The Number of firms along the general model for improving credit life 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ii. Basic credit life insurance product 

The most common product is basic credit life with twenty (20) out of twenty three (23) 
firms used in this study offering it.  One respondent emphasized that: “This product 
basically covers only the principal and interest of an outstanding loan when a client 
dies.” While such a cover is useful for the MFI, it often does not adequately cover the 
risks that clients face.   

One manager in an interview explained that in most cases basic credit life can be 
provided efficiently by MFIs.  He continued that there should be no legal issues barring 
lenders from providing that type of product as it simply covers default in the case of 

 

 

Family 

cover 
Enhanced risk 

cover 

Enhanced life cover 

 Basic credit life 

 

Risk: Life of borrower + other members 
Benefits: Loan write off + other benefits 
Firms: 3 out of 23 

Risk: Life 
Benefits: Loan write off + Disability + fire for 

business; Firms: 4 out of 23 

Risk: Life 
Benefits: Loan write-off 
Firms: 20 out of 23 

Risk: Life; Benefits: Loan write-off plus 
funeral expenses; 

Firms: 15 out of 23 
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death. However, in the case of very large loans (concentration risk), significant potential 
for catastrophic loss (contagion risk), or an active plan to expand basic credit life 
products in ways that enhance value for clients, it can make sense for an insurer partner 
to assume the risk.   

The respondents explained that the administration of basic credit life products should 
be simple with active efforts to contain costs. Lower expenses should enable clients to 
benefit either directly through lower premiums, or indirectly through expanded 
coverage (explained below) or services once operational costs are covered and fair profit 
is generated. 

iii. Enhanced credit life cover 

Fifteen (15) out of the twenty three (23) firms used in this research have enhanced credit 
life cover.  This has been done by expanding coverage to include additional risks. For 
instance respondents from six firms explained that enhanced credit life includes 
coverage beyond the basic credit life product so that beneficiaries receive financial 
benefit upon the client’s death, or the client receives some benefit upon the death of a 
family member and/or coverage in the event of another risk.   

In four firms the managers narrated that they started with basic credit life and after 
three years they introduced coverage for funeral expenses. One manager in an 
interview commented that, “By providing a tangible benefit to the next of kin, such as a 
funeral payout, the MFI can contribute to the creation of an insurance culture as low-
income households see the results of insurance and begin to appreciate its benefits.” 
Helping clients build familiarity with insurance can be used as a foundation for other 
types of cover.  Indeed this would not happen if the organisation just wrote off the 
outstanding debt.   

Five product managers elaborated that if coverage for funeral services is considered, 
then it should be separated from the loan balance coverage for easy pricing.  One of the 
major limitation of credit life insurance that was identified by all respondents was that 
low-income households are only covered when they have outstanding loans. Since most 
people would prefer not to be perpetually in debt, the product would end with the loan 
term.   

Twenty three (23) respondents from 12 firms explained that cover for funeral expenses 
offers affordable funeral expenses and renders support in hard times. The benefits of 
such an insurance product are commonly paid within 48 hours on receiving the 
necessary documentation regarding death of the life Assured.  The plan covers the 

principled members and the members of their families.  The Plan can be effected by 
institutions or homogeneous groups and families. The benefits payout is between Ugx 
300,000 and Ugx 5,000,000.   

 On top of covering funeral services, fifteen (15) of the twenty three (23) firms 
researched on have expanded credit life to include other people, especially spouses.   
For the organizations that had majority of the clients as women they reported that their 
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clients were more concerned about coverage for spouses than coverage for the loan. 
One manager explained that the customer survey they conducted in 2012 showed that 
when the organisation proposed a variety of insurance benefits to its customers, most of 
them identified family cover as one of the most valuable coverage. This was the case 
because most of their clients were women who were so concerned about the coverage 
for their spouse’s life than for their own. Covering the spouse can help stabilize the 
household finances and help the family cope with their loss.  

By covering additional people on the policy, the organizations involved are likely to 
substantially increase the number of persons covered without a corresponding increase 
in the work required.  However, adding more people adds complications as explained 
by one production manager thus: “recognize that the risk profile of the additional 
persons will be different from that of the borrower and it requires additional 
documentation to know who is covered, such as copies of identity papers.”  When 
asked how the challenge of additional risk is managed, one manager explained: “to 
manage the added risk, our organization works with AIG starting with a moderate 
benefit for the spouse that increases as the true risk is understood better.  Children on 
the other hand are of a much lower risk than their parents, except for the very young. 
Thus, our organisation only covers children who are more than five years old.” 

Enhanced risks cover include the same risks as basic credit life plus additional risks 

such as disability cover for the borrower, a personal accident rider or fire coverage for 
business premises. Some respondents from six (6) organizations that were part of this 
study indicated that apart from covering death and permanent disability they have 
developed schemes to cover additional risks like covering business premises and 
inventory against fire.   

Opportunity Bank in Uganda for example provides short-term loans to a large number 
of market vendors to purchase inventory. The bank’s credit life insurance protects not 
only against the death of the borrower but also against fire – if a fire destroys a vendor’s 
shop the insurer will pay off the outstanding loan. Opportunity Bank is exploring the 
possibility of extending fire cover to protect the borrower’s business assets, not just the 
outstanding loan. Such cover could be easily added to the existing credit life product to 
protect the entrepreneur’s equity, which has been built up over months or years. 

The study identified a number of initiatives in the provision of property micro-
insurance especially from the MDIs. All these are however in their very formative 
stages and no generalized trends in successful implementation can be said to have 
emerged.  What is clear though is that where there are some meaningful successes the 
efforts have come through a linkage between specialized insurance providers and 
institutions that have specialization in working with the poor such as MFIs. This is 
especially true with the AIG / FINCA partnership. Through these collaborative 
initiatives, micro-insurance products for covering property (largely business premises 
and their contents) are now available.  Again these are still not widely available. No 
products exist for covering assets/property beyond those directly related to the 
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business for which a loan was given (such as household assets). These are areas that 
exist as gaps that would need to be addressed for further deepening of the reach of 
micro-insurance in Uganda. 

Table 4 gives the credit life insurance product features and the number of firms offering 
the product. 

Table 4 Credit Life Insurance 

FEATURE PRODUCT Number of firms 

Client illness death 
coverage 

Loan principal & interest 23 

Client accidental death 
coverage 

Loan principal & interest plus 
$1100 

15 

Client permanent disability 
coverage 

Loan principal & interest 12 

Client temporary disability 
coverage 

Loan principal & interest 
during the period of disability 

10 

Client hospitalization from 
accident 

coverage 

Up to US$100 9 

Husband accidental death 
coverage 

US $600 8 

Up to four dependents 
accidental death 

coverage 

US$300 each 2 

Insurance term 16 weeks 12 

Method of payment Weekly interest payment 20 

Cost to client (Insurance 
customer) 

1% loan principal disbursed 19 

Cost to MFI 0.5% loan principal disbursed 16 

Nature of coverage 
(voluntary/mandatory) 

Mandatory 21 

 

6.6. Model of delivering credit life insurance 

The findings of the study indicated that there are two major models of delivering credit 
life insurance, namely: in-house and partner-agent models. 
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i. In-house 

Interviews with top management of the 4 MDIs and 10 SACCOs indicated that to offer 
credit life insurance, their firms started off by providing the product in-house through a 
sinking or general fund.  All the SACCOs to-date are still providing credit life insurance 
in-house.  Ten (10) respondents indicated that the justification for doing so was to 
minimize operational costs and at the same time safe guard against the risks that may 
hinder payment of the outstanding portfolio.   

The study findings revealed that although most MFIs and SACCOs offering Credit Life 
insurance still offer it in its original form where more protection is on the institution 
than on the client, some interesting innovations have been taking place in 
diversification of service offering.  Though the innovations are still in the early stages, 
they include increasing the risk coverage, improving the delivery model and improving 
networks with other insurance service providers.  There is still room for developing 
products that cover the client and his/her dependants using MFIs/SACCOs as the 
organizing mechanism for delivery.  Many MFIs and SACCOs are also still offering 
micro-insurance as an in-house activity without the benefit of the expertise of the 
insurance sector in product design, risk assessment and underwriting. This is a major 
gap in the industry which also presents itself as a tremendous opportunity for 
leveraged intervention. 

ii. Partner-Agent Relationship 

The four MDIs used in this research have partnered with licensed insurers in delivering 
credit life insurance. For example the structure of the relationship between AIG and the 
two MDIs (Pride and FINCA) is illustrated in figure 3: 

 

Figure 3 The partner – agent relationship of AIG and MDIs 

AIG Uganda             AIG STAFF AGENT        MDI (AGENT)      AIG/MDI CLIENT 

 

 

 

 

 

 

Figure 3 shows the distribution channel from AIG Uganda through its agent to the 
MDIs and then to their clients. In the interviews that were held with the management of 
AIG and the management of the MDIs it was explained that the original policy is 
usually placed through the agent. The agent has the responsibility for the training, 
reviews, initial claims management, and all MDI’s queries. Through commissions, the 
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agent is encouraged to generate more business and keep the channel operating 
smoothly.  

When asked about the role of the credit officer in the partner-agent relationship, one 
credit officer reiterated that: “loan officers are the main channel for delivering 
information to clients on the value, costs, benefits, and need for insurance. 
Unfortunately, since insurance is not the loan officer’s primary concern, and since the 
product is compulsory, the lack of consumer education and product information is a 
serious shortcoming of the current delivery channel.” 

One manager confirmed that: “this distribution channel is very effective and has 
allowed AIG Uganda to have a large impact in the low-income market. Without these 
MFIs, AIG Uganda would not have entered this market.”  

Despite the progress made in offering credit insurance through the partner-agent 
model, there are, challenges that were identified by the six respondents involved with 
this product as listed below:  

1. Limited customer education and awareness; 

2. Poor claims filing and adjudication process; 

3. Information gaps on the side of the MDI staff and management;  

4. Challenges of managing the evolution of the micro-insurance product. 

iii. Insurance linked to savings 

Though all the organizations used in the study offer savings products, the findings 
indicated that only unregulated SACCOs (8) were involved in insurance products 
linked to savings.  The members of the SACCO entrust their savings to the SACCO in 
return for a future obligation usually paying money in the event of a claim.  The 
common claims relate to the death, permanent disability, chronic sickness of the 
member or a close family member (spouse or child).   

Interviews with the managers of the SACCOs indicated that SACCO members get 
together and essentially develop their own insurance scheme in which they pool their 

own funds and develop their own rules.  Indeed a critical analysis of their model of 
operation indicated that members are given weekly others monthly feedback on their 
saving status. One manager explained that: “members are encouraged to increase their 
savings because the higher the savings the higher the benefit in case of the insured 
eventuality.”  When asked about what is done with the savings before claims are 
effected one SACCO  manager explained that they developed a working policy for their 
SACCO that 20% of the savings is invested in the SACCO project of producing charcoal 
pallets.  The manager continued that the project generates an average annual return of 
30% on top of providing jobs to some SACCO members.  The other balance (80%) of the 
savings is deposited with a commercial bank on a savings account.  The SACCO 
members hold weekly, bi-weekly or monthly meetings in which they share information 
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about their cash flow status and insight into managing risks.  This creates a sense of 
solidarity and trust.   

With this approach the policyholders are in charge, managing and owning the 
operations, and working with external stakeholders to offer services. This model is 
advantageous for its ability to design and market products more easily and effectively, 
yet is disadvantaged by its small size and scope of operations. 

iv. Transitioning from mandatory to voluntary insurance  

The third stage of the pathway as already noted is a transition from mandatory to 
voluntary insurance. Of the 23 firms involved in the research, only the insurance firms 
(UAP Insurance Uganda and AIG Uganda) had transitioned to voluntary insurance. 
None of the MDIs and SACCOs had transitioned to voluntary insurance though two 
MDIs are transitioning in their strategic plans.    

When those institutions that had not transitioned to voluntary insurance were asked 
why they had not done so the following reasons ware given. 

1. The institutions were still learning about the risks associated with its clients, such 
as mortality and morbidity incidence rates, without exposure to adverse 
selection. 

2. Time is still needed to address the institution’s capacity-building requirements 
and refine their product and processes as needed to address operational 
challenges. 

3. The institutions are still strengthening internal processes for voluntary insurance. 

4. The need to build a culture of insurance among clients by raising their 
awareness. 

5. Besides the additional costs, voluntary products present a risk of limited 
knowledge of their clients’ risk profile. Not knowing the characteristics of 
prospective policyholders complicates tasks such as pricing and designing 
marketing campaigns. 

One firm had started on selling voluntary insurance but later withdrew and continued 
to focus on mandatory insurance. The explanation the product manager gave was that: 
“An important decision to be made when introducing voluntary products is who will 
be selling them. It might seem logical that if field staff or loan officers were already 
known in the community and interacting with the target market, then it would be cost-
effective for them to also sell insurance. However this approach has not been 
particularly successful, in part because, selling insurance and selling loans require 
different approaches. Perhaps more importantly, unless insurance sales are prioritized 
and incentivized by senior management and branch managers, loan officers are unlikely 
to give sufficient attention to insurance. This is particularly happened when loan 
officers started increasing their portfolio at risk which forced them to stop selling 
insurance.” 
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v. Broader risk prevention and management 

The fourth production evolution pathway as already explained in section 1.4 is where 
insurance is packaged within a risk management framework.  As with the transition 
from mandatory to voluntary insurance, it is only the two insurance firms that have 
taken a holistic view of the client’s risk management needs.  These firms are using 
innovative approaches to manage the insurance products networking with multiple 
partners. The banks have innovative approaches in managing risks but they are more 
into the other banking products and limited participation in insurance products. The 
MDIs have a vision of moving to this level where as the SACCOs don’t envision 
themselves moving to this level. 

Generally the MDIs and SACCOs (collectively referred to as MFIs) used in this research 
offer life insurance product with common features indicated in table 5. 

Table 5 The Product – Life insurance 

Element Product Features and Policies 

Micro-insurance type Group personal accident, permanent disability, death by accident, credit life 
and disability, and disasters that wipe out the entire business. 

Group or individual 

product 

Group policies written to the MFI  

Terms Variable depending on the MFI and its products. This cover is attached to loan 
products and mirrors their durations up to one year. Common durations are 
four and six months. 

Eligibility requirements Insured must be a borrower from a participating MFI, thus the requirements of 
the MFI are used for insurance eligibility. There are no specific requirements 
for the insurance. 

Voluntary or 
compulsory 

Insured must be a borrower from a participating MFI, thus the requirements of 
the MFI are used for insurance eligibility. There are no specific requirements 
for the insurance. 

Renewal 

requirements 

“Renewed” or purchased with each loan. Those not borrowing cannot be 
insured. 

Rejection rate None are rejected by AIG Uganda. Approval is automatically granted if the 
client gets a loan. The voluntary product has no mechanism for rejection. 

Key exclusions Extensive list of common exclusions including: self-inflicted injury, war, death 
during the perpetration of a crime, and “flying in a rocket propelled aircraft.” 
The policy document is essentially the same for all GPA policies. 

Pricing - premiums Small adjustments are made to the product for each MFI. The premium by 
which the product is sold to the MFI is between 0.5% and 1.0% of the loan 
disbursed. MFIs are generally not paid a commission but they charge the 
clients an additional fee between 0.5% and 0.75% of the loan principal, which 
increases the premium cost to the client by 50% to 100%. 

Other fees MFIs add a charge to the premium to cover their administrative costs. 
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7. Constraints to further micro insurance market development in Uganda 

When asked about the constraints of micro insurance market development in Uganda, 
the following were identified by the respondents. 

- Limited local expertise in designing and implementing micro insurance 
programmes, combined with low awareness levels of advances in micro 
insurance outside Uganda. 

- Severely limited options for micro insurance delivery, service and collection of 
premiums especially for products that are not linked to the extension of credit. 

- Very low levels of awareness of and appreciation for the benefits of having 
insurance in the general public. Current levels of awareness and insurance 
penetration in Uganda stand at 0.86% in 2014 up from 0.85% in 2013, 0.66% in 
2012, 0.65% in 2011 according to the Annual Insurance Market Report, 2014 of 
the Insurance Regulatory Authority of Uganda. However the Authority has 
plans to increase this penetration to 1.3% by 2017 mainly through conducting 
countrywide awareness campaigns. 

- Absence of regulations allowing financial institutions under the supervision of 
Bank of Uganda to actively sell insurance products. Officials at the regulatory 
authority mentioned that the process of having a regulatory framework for micro 
insurance is being fast tracked and this will provide the relevant guidance. 

- Product development without a thorough demand assessment. Uganda insurers 
seem to invest very little resources into researching specific market segments, 
conditions and habits of target populations before developing new products. The 
need to encourage insurance companies to be innovative when designing micro 
insurance products was cited as a possible solution to this challenge. 

- Confidence crisis in the sector in addition to affordability and for those on board 

sustainability of the insurance policies. These can be overcome by enhancing the 
claims settlement procedures to ensure a speedy and cost effective claims process 
as well as exceptional treatment of micro insurance products to allow for 
bundled products. This will reduce the operational costs for the provider. 

 

8. Conclusion  

The various product evolution pathways described above illustrate the different options 
available to MFIs. While the pathway or pathways chosen by the MFI depends on its 
strategic vision and objectives, certain overarching principles apply: MFIs, whether 
commercially or socially motivated, need to take a holistic view of their clients’ risk 
management needs and design a package of financial and non-financial services that 
can address their needs appropriately. They should be proactive in assessing how 
insurance can address the needs and preferences of the target market. Products that 
increase the chances that the poor can witness the benefits of insurance will enhance the 
process of creating a culture of insurance. Even with mandatory cover, MFIs need to 
make sure that clients know about the coverage and appreciate the benefits. The final 
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stage of product development is as important as the previous ones: before rolling out 
products on a large scale, it is critical to pilot test them first, in order to validate the 
product design and streamline operational processes. 

This study has found out that the vast majority of the products of MDIs and SACCOs in 
Uganda were mandatory and credit-linked and offered on behalf of insurance 
companies. The results indicated that MFIs found it difficult to offer affordable 
voluntary cover for (2) two main reasons: (a) staff are ill equipped to advise households 
on risk management solutions; and (b) it consumes considerable staff time. Investing in 
client education and insurance sales, enrolment and premium collection was difficult 
for the SACCOs whose operational models were streamlined to offer a basic loan 
product.  

Organizations need to develop mechanisms to continue the insurance coverage so as to 
transition from insurance intended to improve the credit life to insurance for broader 
risk prevention and management. 

The regulatory authority should provide special regulatory framework for micro 
insurance geared towards promoting its growth so as to facilitate many firms to 
transition from voluntary to mandatory insurance. 
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Abstract 

This study examines the demand for micro insurance services in Uganda, focusing 
among the rural and urban population in Kampala and Wakiso districts. Based on 
empirical analysis, it attempted to explain the demand for micro insurance in Uganda, 
and identified some firms that are already involved in offering micro insurance 
services, the types of products they offer. The study also followed the network of 
Wekembe microfinance institution which operates a microfinance services to both rural 
and urban population with a sample of 377 respondents in Kampala and Wakiso 
districts. It used quantitative and qualitative techniques were used which facilitated 
sufficient and appropriate data collection, and analysis and presentation. The results 
reveal that micro insurance service in Uganda is still at its novice stage despite the 
enormous potential it presents. The industry is among the fastest growing industry in 
the country. The study also points out the apparent ignorance among potential clients, 
especially those in rural areas regarding options of micro-insurance services undertake, 
the procedure to follow to access the service. This study further highlights the key 
aspects micro-insurance clients look for, which include; quality of health care, 
convenience, and costs, amongst others. It thus concludes that the demand for micro 
insurance services is amongst the rural and urban population clearly available which 
some firms have apparently started to identify. 

 



 
 

72 

1. Introduction  

Contemporary literature on poverty agrees that every year, an estimated 25 million 
households — more than 100 million people — are plunged into poverty when they or 

their relatives become ill and they must struggle to pay for health-care services out of 
their own pockets, according to the 2006 World Health Organization bulletin on health 
care financing in developing countries (Braine, 2006). In developing economies, health 
shocks play a significant role in instigating and sustaining poverty. The impact of high 
catastrophic out-of-pocket health expenditure also fosters a culture in which people 
decide not to use services because they cannot afford either the direct costs, such as for 
health checkups or consultations, medicines or laboratory diagnostic tests, or the 
indirect n Uganda ill health is a major cause and consequence of poverty according to 
the Uganda poverty participatory assessment project (UPPAP). This was further 
supported by the Uganda Demographic and Health Surveys (UDHS) which showed 
that poor households tend to be less healthy compared to non poor households. The 
importance of health was further accentuated by the poverty alleviation action plan 
(PEAP), which emphasized improving the quality of life especially of the poor as an 
essential step in reducing poverty and improving the country’s economic development. 
Additionally the National Health Policy (NHP) and the Health Sector Strategic Plan 
(HSSP) emphasize ensuring equity in access to healthcare for the entire population thus 
contributing to economic development (Kasirye et al 2004). 

The leading causes of morbidity and mortality in Uganda are malaria, HIV and AIDS 
and tuberculosis remain. Seventy percent of overall child mortality is due to malaria, 
ARIs, diarrhoea and malnutrition. Non Communicable Diseases (NCDs) are an 
emerging problem and these include hypertension, cardiovascular diseases, diabetes, 
chronic respiratory diseases, mental illness and injuries. The increase in NCDs is due to 

multiple factors e.g. adoption of unhealthy lifestyles and the ageing population. 
Uganda has the world’s 2nd highest accident rate, with over 20,000 road accidents a 
year and 2,334 fatalities in 2008. Neglected tropical diseases (NTDs) are still common 
and so are domestic violence, rape, sexual abuse, abuse of children, which are often 
related to excessive use of alcohol. Seventy five percent of the disease burden in Uganda 
can be prevented through health promotion and prevention (Government of Uganda 
2009).  

The Health System in Uganda is made up of both public and private health care 
providers together with traditional healers. The public system provides sixty percent of 
all health care services. The private-not-for profit (church related) sub-sector provides 
about 30% and the rest (10%) is supplied by the private-for-profit sub-sector. Private-
not-for-profit units often exist in remote isolated places acting as the sole providers of 
health care. User fees were introduced into the public health system in the 90's. Amid 
exclusion of over 50% of the population, in 2001 user fees were abolished in the general 
wings of public hospitals and health centers but continued to be levied in the private 
wings. User fees had been introduced to meet the huge public sector deficit and as a 
response to pressure from structural adjustment programs. However, the private sector 
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has always charged user fees and continues to do so. Significantly, in the context of user 
fees abolition, out of pocket payments still comprise approximately 54% of overall 
health care expenditure (Basaza et al 2007). 

As an intervention against risk (health-related or otherwise), micro insurance is an 
increasingly common component of poverty alleviation strategies. The goal of micro 
health insurance is to improve the financial protection of the poor uninsured 
populations in developing countries against excessive health expenditures (Meghan 
2010).  Micro insurance for health has shown promise in being able to provide 
catastrophic health protection for the poor families in developing economies, and it is 
generally offered through microfinance  institutions (MFI) that also offer other 
microcredit loans to individuals for small business development (Dror et al. 2009). The 
craving for micro insurance services originates from the need to mitigate idiosyncratic 
risks faced by households in low-income groups. It is well documented that households 
in lower income group face financial challenges associated with meeting healthcare 
needs of family members. This highlights the need for mitigating measures that are 
professionally managed by pre-planned schemes such as formal or informal insurance 
services, which are most times not available, especially in developing countries.  

While it is widely accepted that micro insurance can help the poor reduce their 
vulnerability and avoid falling into greater poverty after a shock, the client perspective 

on microinsurance is less understood. Enarsson and Wiren (2005) maintain that poor 
people possess some information about insurance services except that their knowledge 
about the existing policies offered by the insurance firms is limited. As a result, 
households in low income group require sufficient information regarding costs and 
benefits associated with insurance policies, costs, benefits and segments served. In a 
related study, Leftley (2002) found that some products fail because insurance firms 
design policies with premium paid up front. He asserts that micro insurance services in 
Albania experienced this failure phenomenon when the firms demanded premiums 
paid up front. On the other hand, to understand the demand of micro insurance 
requires a comprehensive perceptive by clients, about the products on the market, the 
costs and benefits, claim process which facilitate their accessibility to the services 
offered. This also requires sufficient information on risks profile of each product which 
will consequently reduce transaction costs suffered by both clients and micro insurance 
firms. Costs, such as transportation to the care provider or special food (Meghan 2010). 

 

2. Literature  

The vulnerability in this context is based on a possibility of an individual being below a 
certain threshold (say, the poverty line) as a result of a shock or stress event suffered. 
Shocks are unexpected occurrences like death or accidents. Stress events refer to 
anticipated events requiring large expenditures, such as weddings, payment of school 
fees, or purchase of a house. Everyone faces the risk of suffering a financial loss or 

carrying a large financial burden due to a shock or stress event. Not everyone, however, 
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is equally vulnerable. Some individuals – generally the better-off – are better able to 
cope, either because they have savings from which they could draw, assets that they 
could sell, or insurance coverage that could compensate their losses. In contrast, others 
– especially the poor and even some of the non-poor who live near the poverty line – 
have a much harder time (Cohen and Young, 2007). 

The risks to which the poor people are vulnerable can either be predictable or 
unpredictable. Predictable risks pertain to risks associated with life cycle events such as 
pregnancy, birth, education, marriage, livelihood, food, housing, and retirement or old 
age. Also known as life-cycle needs, these erode the financial net worth of low-income 
households without effective risk-coping mechanisms, e.g., educational plans, 
retirement plans. In contrast, unpredictable risks are associated with illness, injury, 
death of a family member, natural and man-made calamities, and theft. They could also 
substantially erode the net worth of low-income households and their impact could be 
more devastating for the simple reason that they are largely unpredictable. The 
unpredictability of those risks underscores the great need of the poor for some form of 
insurance Llanto et al., 2006).  

 

The more unpredictable the risk, the more havoc it wreaks on the socioeconomic 
situation of low-income households in the informal economy. A deleterious effect on 

those households would be to miss out on growth opportunities, e.g., income earning 
opportunities when visited by such unpredictable risks. Thus, those households may be 
plunged deeper in the so-called “poverty trap”. Households would have to use 
available meager savings, liquidate scarce household assets, e.g., small equipment used 
for micro-enterprise activities or borrow in order to cope with the catastrophic event 
(Llanto et al., 2006). 

 

Risks in this case can also be categorized as idiosyncratic or covariate. Idiosyncratic 
risks (individual risks) occur when only one or a few individuals or households in a 
community suffer losses. On the contrary, covariate risks (aggregate risks) affect a large 
number of households, which can be entire communities or regions within a country or 
countries (Llanto et al., 2006). Consequently, all people are equally exposed to such risks. 
Examples of covariate risks include natural disasters (typhoon and tsunami), health 
epidemics (SARS and bird flu), environmental calamities (oil spill), political (civil war) 
or economic (oil crisis) risks Llanto et al., 2006). 

 

3. Risk Coping Mechanisms by the Poor  

Low-income households use a variety of strategies to cope with financial burdens that 
result from shocks and stress events. These strategies can be divided into ex ante (or 
precautionary) measures taken before a shock or stress event occurs and ex post ones 
taken afterward. Ex ante measures may seek to mitigate a risk, such as putting bars on a 
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window to reduce the chance of theft, or they may seek to mitigate losses in the event of 
a risk, such as insurance. Lending to friends and neighbors can also be a form of ex ante 
coping mechanism if the money is lent with the expectation that the borrower will 
reciprocate the favor to the lender in the future. In contrast, ex post strategies try to 
manage losses after they have already occurred. Borrowing money from friends and 
relatives and reducing consumption are examples of ex post strategies (Cohen and 
Young, 2007).  

The poor and the “vulnerable non-poor” (those who live near the poverty line and are 
at high risk of falling below it) struggle more with shocks and stress events than the 
non-poor is because they have less. They generally lack the financial reserves and a 
mechanism like insurance that can help to cushion the blow. Their income flows may 
also be seasonal or erratic, such that they may go for months at a time without earning 
income, which can further inhibit their ability to manage cash flow during a crisis 
(Cohen and Young, 2007). 

The amount of assets that one has is not the only factor that affects how a shock has an 
impact on a household. The quality of the assets also matters. When a record-breaking 
monsoon hit Mumbai in July 2005, it flooded large sections of the city, including some 
of the more affluent neighborhoods as well as many of the slums that surrounded the 
airport. Many people suffered property damage, but those who suffered most were the 

slum-dwellers who lost their homes entirely. Overnight, thousands became homeless. 
In this case, everyone – poor and non-poor – faced the same risk of encountering a 
shock, but the impact of the shock was far more devastating on the poor because they 
had poorer quality housing that was easily destroyed in the flood (Cohen and Young, 
2007). 

Within each of these categories are both formal and informal mechanisms. “Informal” 
mechanisms fall outside the purview of regulated financial systems. For example, in 
some parts of India, a popular, informal way for women to “save for a rainy day” (an ex 
ante strategy) is to buy gold. A “formal” equivalent of savings in gold is cash deposits 
in a bank account (Cohen and Young, 2007). The poor largely rely on informal risk-
coping measures or strategies which are often times insufficient. These would tend to 
cover only a small portion of the loss, thus failing to shield them against a series of 
perils (Churchill, 2006). When risks are uncertain and losses are large, low income 
households find it hard or are unable to cope and manage the risks they face. Severe 
illness, injury, death of a family member and even man-made or natural disasters 
constrain the low-income clients’ cash flow, liquidity and earning abilities, hence 
affecting their ability to repay their loans with microfinance institutions (Geron, 2006; 
Llanto et al., 2006). 
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4. Self-Insurance as a Risk Coping Mechanism 

“Self-insurance” refers to measures that do not involve the sharing or pooling of risk in 
any way. Rather, an individual (or household) simply manages the risk (or the loss) by 
him- or herself. For example, a household may create small, home-based businesses to 
supplement income from existing microenterprises and/or earnings from casual labor 
and salaried employment. In this way, even if the household loses its primary source of 
income (due to, say, a bad season resulting in a poor harvest or the breadwinner of a 
family losing a job), it would still have some means of earning a living. A household 
may also build assets by investing in housing or purchasing livestock, or it may 
strengthen its social networks by participating in reciprocal borrowing and lending 
systems. Even paying for preventive health care may be considered a form of self-
insurance: for many who depend on physical labor for work, their health is their most 
valuable asset, and taking care of it becomes a form of self-insurance (Cohen and 
Young, 2007).  

Self-insuring measures are common among people of all income levels, even though by 
themselves they offer only limited protection. Borrowing is especially popular. In 
Tanzania and Uganda, people prefer to borrow when faced with an unexpected need 
for cash, even if they could draw down on their savings, which would be cheaper. 
Similarly, in Bolivia, borrowing is a frequently used response to a crisis. In part, this 
preference for borrowing reflects the fact that few people have the capacity to 
accumulate enough savings for more than one emergency. It also indicates the fact that 
people tend to earmark their savings for buying assets and are therefore reluctant to use 
them for other purposes.  

Another popular but rarely preferred strategy is the sale of productive assets, such as 
livestock, household items, and land. Liquidating assets can provide short-term relief to 
a cash-strapped household. However, once depleted, an asset base is extremely difficult 
to build up again. Not surprisingly, selling assets is generally a measure of last resort 
(Cohen and Young, 2007).  

 

5. Informal Group-Based Mechanisms  

In some parts of the world, low-income households form community-based savings 
clubs or welfare associations as a way to share risk. Though considered to be “informal” 
in that they are not part of any regulated financial systems, many have well-defined 
charters and rules regarding the obligations and rights of members. Savings clubs 
include so-called Rotating Savings and Credit Associations or ROSCAs, whose 
members make regular contributions to a savings fund. The fund is then given to a 
different member every week or month, such that everyone in a ROSCA can expect to 
receive a large lump sum periodically. A group-based mechanism that is similar to 
ROSCAs is the Accumulating Savings and Credit Associations or ASCAs, which also 



 
 

77 

involve members contributing regularly to a central fund but do not rotate it to different 
members on a regular schedule. Other welfare associations include groups whose funds 
are distributed only in cases of emergency. Burial Societies, which pool together money 
for the purpose of paying funeral expenses, are particularly common. In Uganda, even 
rich people join these types of welfare associations, in part due to tradition and in part 
due to the high cost of burial ceremonies. The popular saying “friends in need” system 
helps to cover the costs of a funeral, which can include food for guests and 
embalmment of the body (Cohen and Young, 2007). 

One reason why group-based mechanisms are popular is that they are generally very 
flexible, allowing members to access funds quickly and easily. In Indonesia, a member 
faced with an emergency can apply to draw their turn in a ROSCA early, so long as she 
takes the money at a discount. For burial societies, many will disburse funds without a 
death certificate and instead depend on oral verification by family members (Cohen and 
Young, 2007). 

Another reason for their popularity is the fact that belonging to such a group 
strengthens an individual’s ties to her community. In India, self-help groups – which 
consist of 10 to 30 individuals that come together for some purpose, whether to save, to 
borrow, or simply to share experiences and build camaraderie – are nearly ubiquitous. 
They provide many MFIs and other organizations with an entry point for reaching the 

poor (Cohen and Young, 2007). 

 

6. Social Protection  

In terms of formal mechanisms for coping with shocks and stress events, few options 
exist for the poor. One is social protection, or government-backed programs and 
services that seek to protect the poor from risks. It includes both ex ante and ex post 
measures. Such preventive services reduce the levels of risk that households face. An 
example of an ex post social protection service is food aid provided by United Nations 
World Food Programme, which helps households to cope with malnutrition and 
starvation. Because social protection is highly dependent on national budgetary 
constraints and institutional capacity, the kind and level of protection that it provides 
vary significantly by country (Cohen and Young, 2007). 

In general, government services offer only very limited protection to the poor because 
they are often inadequate and of inferior quality. In terms of health care in India, for 
example, even those without the financial means to pay for private care often opt to 
borrow and pay more rather than to use public facilities for free. Public clinics usually 
have long lines, few or no available doctors on call, and not enough medicine in stock. 
As a result, as much as eighty percent of health costs in the country are paid out-of-
pocket (Cohen and Young, 2007). 
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7. Formal Insurance  

Formal insurance generally refers to insurance schemes provided by regulated financial 
institutions. Among the poor, formal insurance is very rare, although in a few countries 
some of the previously “uncovered” sector now have access to some types of formal 
insurance through MFIs. The most popular is the credit/life policy, which covers the 
death of the insured (a borrower) for the life of a loan. A borrower pays a premium 
(usually a percentage of the loan amount) at the beginning of a loan cycle. In the event 
that she dies, the insurance company covers the outstanding balance of her loan and, in 
some cases, provides the family with a lump sum payment to compensate for funeral 
costs. Another type of formal insurance that is being offered to the low-income 
population in some countries is health insurance. Its policy allows insured families to 
use health services at select health care providers. A few MFIs are also looking into 
ways of providing other types of insurance, such as crop insurance, but these efforts are 
still in their infancy. Generally speaking, formal insurance remains outside the reach of 
many of the poor (Cohen and Young, 2007). 

 

8. Micro insurance as a tool for reducing the vulnerability of the poor to 
risks 

Micro insurance, commonly called insurance for the poor, is the provision of insurance 
services to low-income households, which serves as a tool to reduce risks for the 
already vulnerable population. However, there is no unanimously accepted definition 
of microinsurance despite its profound use and understanding across stakeholders and 
others. A simple definition of micro insurance is offered by Churchill (2006), who 
identifies the following to constitute the definition; (i) operates by risk-pooling (ii) 
financed through regular premiums and (iii) tailored to the poor who would otherwise 
not be able to take out insurance. Microinsurance is defined as ―...insurance that is 
accessed by the low-income population, provided by a variety of different entities, but 
run in accordance with generally accepted insurance practices ... Importantly this means 
that the risk insured under a microinsurance policy is managed based on insurance 
principles and funded by premiums‖  (International Association of Insurance 
Supervisors, 2007). Microinsurance is the protection of low -income people against 
specific perils in exchange for regular premium payments proportionate to the 
likelihood and cost of the risk involved. Low-income people can use microinsurance, 
where it is available, as one of several tools (specifically designed for this market in 
terms of premiums, terms, coverage, and delivery) to manage their risks (ALLIANZ 
AG, GIZ AND UNDP, 2006). Microinsurance is specifically designed for the protection 
of low -income people, with affordable insurance products to help them cope with and 
recover from common risks. It is a market-based mechanism that promises to support 
sustainable livelihoods by empowering people to adapt and withstand stress 
(ALLIANZ AG, GIZ AND UNDP, 2006). Microinsurance (MI) is a means of protecting 
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low income households against specific risks in exchange for a regular payment of 
premiums whose amount is proportional to the likelihood and cost of the relevant risk. 
The main difference between MI and regular insurance is that the former is specifically 
targeted at low-income people with often irregular income flows (Micro insurance 
academy, 2012).  

Microinsurance is generally for individuals who are ignored by traditional commercial 
and social insurance schemes. Those individuals, typically low-income, work in the 
informal economy and have irregular cash flows. Micro-insurance schemes would 
generally focus on life and health insurance because death risks and illness are the 
major risks faced by poor households. An important aspect of micro-insurance is that it 
can be delivered through a variety of different channels. Some examples of those 
channels are credit unions and other types of microfinance institutions and community-
based schemes. Finally, micro-insurance involves a risk-pooling element that enables 
poor or low-income households to cope with larger risks, e.g., death and health risks. 
Churchill further explains that “participating in a risk pool is a more efficient means of 
accessing protection than if households try to protect themselves independently” (Llanto 
et al., 2006). 

Microinsurance is often believed to be an important component of a broader set of 
financial services under microfinance – making available financial services for poor 
households and enterprises to sustain their livelihoods. Basically there are two broad 
categories of microinsurance often commonly understood – one focused on extending 
social protection to the poor in the absence of appropriate government schemes and the 
other offering a vital financial service to low-income households by developing an 
appropriate business model that enables the poor to be a profitable (or sustainable) 
market segment for commercial or cooperative insurers (Sahu, n.d.). 

Microinsurance has the potential to assist poor people in developing countries in coping 
with shocks such as health shocks, death, crop loss and natural hazards (Dercon, 2005). 
Poor people often lack the financial reserves to cope with these risks and its consequent 
shocks. Uninsured risk has welfare implications which go well beyond consequences 
for short-term consumption; and is a cause of persistent poverty (Townsend, 1994; 
Dercon, 2004). The inability to deal with these shocks may reduce a society’s capacity to 
accumulate, innovate and develop (Fafchamps, 2003). In recent years microinsurance 
has been introduced as a mechanism with the potential to assist the poor in dealing 
with risk. Microinsurance as a mechanism to assist the poor in coping with risk is 
receiving increasing attention among governments, donors, policymakers and NGOs. 

Microinsurance provides financial protection to the poor for certain risks in a way that 
reflects their cash constraints and coverage requirements. It is a risk management 
system in which individuals, businesses, or other organizations pay a certain sum of 
money (a premium) in exchange for guaranteed compensation for losses resulting from 
certain shocks and stress events. No one size fits all, and many of the products 
incorporate innovative features designed specifically for their target population. For 
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example, In Bangladesh, the insurance company Delta Life found that their client group 
was less homogenous than expected and not everyone could pay weekly premiums. In 
response, Delta Life responded by offering a range of premium payment options. In 
East Africa, some health microinsurance schemes have special arrangements with rural 
hospitals and clinics that allow for direct payment of service, without requiring patients 
to file claims, and a few are experimenting with biometrics for identification and 
payment purposes. Such attempts at tailoring the product to the needs of the poor make 
microinsurance more than just a downscaled version of conventional insurance; rather, 
it represents uncharted frontier within the fields of microfinance and insurance (Cohen 
and Young, 2007). 

 

9. Micro Health Insurance  

Health insurance addresses the need to treat diseases, reduces mortality, and improves 
health conditions of the sick. Notably, the World Bank’s Social Protection Strategy 
Paper (World Bank, 2001) identifies health insurance as an important complement to 
poverty reduction efforts. Microinsurance for health can be designed to cover groups 
(e.g., MFI clients, cooperative members), as well as households. [Individuals are not 
insured, however, in order to control for adverse selection]. High-risk persons such as 
the elderly are also typically excluded to keep premiums at an affordable level. Further, 
coverage periods of less than one year pose administrative difficulties, and also pose the 
risk of adverse selection due to seasonal trends in illness incidence (e.g., onset of 
malaria season) (Mc Cord, 2007). 

There are several possible ways to classify various MHI schemes. These are; (a) the 
extent of benefits provided, (b) degree of risk pooling, (c) circumstances of their 

creation, (d) fund ownership and management, and (e) the distinction whether the 
schemes focus on coverage for high-cost, low frequency events or on low-cost, high-
frequency events (Johannes, 2003). 

As an intervention against risk (health-related or otherwise), micro insurance is an 
increasingly common component of poverty alleviation strategies. The goal of micro 
health insurance is to improve the financial protection of the poor uninsured 
populations in developing countries against excessive health expenditures (Meghan, 
2010).  Micro insurance for health has shown promise in being able to provide 
catastrophic health protection for the poor families in developing economies, and it is 
generally offered through microfinance  institutions (MFI) that also offer other 
microcredit loans to individuals for small business development (Dror et al., 2009). The 
craving for micro insurance services originates from the need to mitigate idiosyncratic 
risks faced by households in low-income groups. It is well documented that households 
in lower income group face financial challenges associated with meeting healthcare 
needs of family members. This highlights the need for mitigating measures that are 
professionally managed by pre-planned schemes such as formal or informal insurance 
services, which are most times not available, especially in developing countries. 
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10. Demand for Micro Health Insurance 

Demand for health insurance refers to the quantity of insurance cover an individual is 
willing to purchase at different premiums (Kihaule, 2015). The appropriate amount of 
health insurance is purchased when the marginal benefit of health insurance is equal to 
the cost of insurance. The theories of large numbers and that of risk provide the 
foundations for the understanding of demand for health insurance. As far as demand 
for health insurance is concerned, households have two choices. The first one is to 
purchase health insurance plans and incur small loss in the form of premium and the 
other one is to decide to self-insure, that is facing a small possibility of large loss in 
event that illness or injury will occur, or equally, large possibility that medical loss will 
not occur (Kihaule, 2015). In that respect, the demand for private health insurance is the 
predictor of the enrolment in the insurance plans. It is believed that rural households 
make assessment of health risks and associated expenses before purchasing health 
insurance plans. In particular, households or individuals purchase health insurance to 
overcome income and expenditure shocks, in the episodes of illness among other things 
(Pauly et al., 2004; Kihaule, 2015). Research suggests that microinsurance, if properly 
designed and implemented, can provide an effective mechanism for meeting the health 
care challenges of the poor. Microinsurance schemes meet these challenges by reducing 
out-of-pocket health expenses of poor households and improving their access to health 
care services (Ahuja and Jütting, 2003). 

Health risks such as those relating to illness, injury, disability, maternity, and the like 
are considered to be eminently insurable, as these risks are mostly independent or 
idiosyncratic (i.e., not correlated among community members). Moreover, among the 

several risks that face poor households, health risks are considered to be crucial as they 
have destabilizing effects on household finances—directly, by forcing health 
expenditure and indirectly, by affecting the income earning capacity of households 
(Asfaw, von Braun, Admassie, & Jutting, 2002). Hence the need for a two pronged 
strategy: (1) an aim at improving the health status of the poor, and (2) an aim at 
protecting the poor from the financial consequences of illness of other medical 
problems. For this reason, microinsurance that essentially protects households against 
the financial consequences of illness is regarded as a complement to, not as a substitute 
for, other health interventions (Ahuja and Jütting, 2003). 

 

11. Factors Affecting Demand for Microinsurance 

Many developing countries face a major obstacle in their attempt to create a health 
insurance system: the poor in developing countries typically exhibit a low demand for 
health care microinsurance. There are many factors that may affect demand for 
microinsurance which may include: 
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Given that low-income households have some demand for insurance, their access to 
insurance products now becomes a chief concern. What constrains them from buying 
insurance? Foremost in the list is the affordability of insurance. By affordability, is 
meant the insurance premium, coupled with the burden of making regular payments. 
Simply put, low-income households cannot access insurance provided by commercial 
insurers even if they have the demand for it because of their irregular cash flows and 
meager earnings since most of them belong to the informal economy. Lack of access 
may also be due to their economic or geographic remoteness (Llanto et al 2006). 

Perceived high costs and credit constraints may severely restrict demand for 
microinsurance products. A particular difficulty faced by microinsurance providers is 
achieving the right balance between cost and coverage (McCord 2001). Breadth of 
coverage is an important determinant of demand. However, more cover makes 
providing the product more expensive, which often necessitates increasing prices in 
order to remain sustainable. In addition, there is a lack of risk data related to the health 
of the poor. This creates uncertainty, which drives up costs – and these are typically 
passed on to clients (Noble and M. McCord, 2007). 

As per standard economic theory, the price of any normal good is expected to be 
inversely related to demand for goods (or services). Several studies estimate price 
sensitivity of Micro-insurance by randomizing discount vouchers or subsidies.  

Mobarak and Rosenzweig (2012) find that a 50 percent price decline relative to the 
actuarial price increases the probability of take-up by 17.6 percentage points. Likewise 
Dercon et al. (2012) find that reductions in price lead to significant effects on health 
insurance demand, with 20% discount vouchers leading to a 12 percentage point 
increase in probability of purchase, yielding a price elasticity of 0.6. Most of the studies 
on insurance demand use premiums, in one form or another, as the ‘price’ variable but, 
in the ‘real world’, there are other transaction costs to buying insurance. Thornton et al. 
(2010), found that retentions rates drop significantly following expiration of subsidies, 
running counter to the notion that familiarity will improve results. 

For people living close to the poverty line, their apparent inability to join insurance 
schemes may not be the result of affordability per se, but the result of institutional 
rigidities such as credit constraint that prevent their latent demand from translating into 
effective demand for insurance”. In simple parlance, if the poor individual is allowed to 
borrow against his future income, then his demand for insurance could go up (Llanto et 
al., 2006). Removing the rigidities will likely work mainly for low-income households 

who are currently able to meet their basic needs but face the risk of falling into the 
poverty trap in the future. But what about households who are way below the poverty 
line – the poorest of the poor as we call them? Would they concern themselves about 
insurance? For these people, easing of credit is unlikely to generate insurance demand. 
If they are allowed to borrow, they will, in all probability, use the loan to meet their 
current basic needs, e.g. consumption for pure survival, instead of for protection against 
future risks. Here, welfare or subsidies provided by government seem to be the more 
appropriate instruments (Llanto et al., 2006). 
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Several studies show a positive relationship between wealth and Micro-insurance 
purchase wealth provides liquidity and/ or access to credit so that the purchase on 
insurance is feasible. Access to credit refers to borrowing opportunities; liquidity refers 
to availability of assets. Gine et al. (2008) find that take-up rates for rainfall insurance in 
rural India are higher among wealthier households. Similarly, Cole et al. (2013) find that 
wealthier households are more likely to purchase rainfall insurance. Households 
without access to credit have less ability to smooth consumption in case of a shock and 
they thus may place higher value on insurance as a means to reduce income volatility 
(Gine et al., 2008). On the other hand, households lacking access to credit may not have 
funds enough to buy insurance even though a shock may be more damaging to them 
than to households less constrained (Aftaab-ul-Maroof, 2014). 

Risk may manifest itself as lack of trust. Gine et al. (2008) note that trust in the insurance 
provider is a key determinant of insurance demand in India. Similarly, Cole et al. (2013) 
find that households in India do not fully trust or understand insurance, and that their 
demand is 36 percent higher when there is a recommended (i.e., trusted) insurance 
educator involved in the purchase process. Morsink and Geurts (2011) find that clients 
of a Typhoon related Micro-insurance program in the Phillippines rely on the claim 
payout experiences of trusted peers. 

De Allegre et al. (2006) suggest that the decision to enroll in community-based 
insurance in rural West Africa is closely linked to the quality of the health centre. Dong 
et al. (2009) note that along with health needs and health demands, quality of care is an 
important factor in insurance drop-out. Similarly, Nguyen and Knowles (2010) find that 
demand for health insurance in Vietnam increases significantly with the expected 
benefits of insurance as measured by distance to and quality of a provincial hospital.  

Someone who does not trust the health care system through which the insurance 
scheme operates will not trust the scheme to deliver value. They will perceive 
purchasing insurance to be more risky as a result. When the poor complain that the 
insurance product is ‘too expensive’, they do so in relation to the perceived benefits, 
which are negatively affected by low levels of trust in the formal health care system. 
Credibility of the health care system might thus strongly influence two important 
factors that make all forms of microinsurance undesirable to the poor – levels of trust 
relating to insurance benefits and the perceived value of the product. What makes 
health care microinsurance different from other insurance products is thus the quality 
of the formal health care services available to the poor (Dercon et al. 2008). If these 
perceptions are wrong then it also affects another driver of low microinsurance demand 
– poor understanding of the benefits. However, to the extent that people are correct in 
their expectations of the value that the formal health care system offers, the scheme 
might simply not deliver value for money – in which case there would be no mystery as 
to why they do not demand it (Delavallade, 2016). 
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Dercon et al. (2011) observes that expectations of non-performance influence demand 
for Micro-insurance. Non-performance may arise from contract exclusions, insurer 
bankruptcy, and other factors. One factor given specific attention in the literature is that 
of basis risk, which can be significant in indexed crop coverage. Basic risk here refers to 
the situation when insurance payouts are not perfectly correlated with underlying 
losses. Clarke (2011) demonstrates that low demand for insurance can be explained by 
risk aversion in the presence of basic risk. 

Apart from the quality of service, ease of access to formal health care is another factor 
unique to this form of microinsurance. Chankova et al. (2008) found a higher likelihood 
of enrolment among those with greater access to health facilities. People who have 
difficulty obtaining treatment within the formal health care system have no need for 
microinsurance that covers costs associated with it (Noble and McCord, 2007). People 
with less convenient access to health facilities will be more prone to procrastination due 
to hyperbolic discounting since the costs associated with visiting them will be greater. 
These higher costs, in terms of time spent travelling and subjective discomfort on the 
way, are not compensated for and thus also decrease the relative benefits of insurance 
(Delavallade, 2016). 

Some microinsurance products may not provide adequate cover (Banerjee and Duflo, 
2011) due to a lack of market research and failure to tailor the product to the target 

population. This requires an appreciation for the specific difficulties faced by the poor 
in particular countries or regions and their particular traditions, cultures and practices. 
It also means understanding the most important risks that the poor need to manage. 
The appropriateness of the coverage will again impact the perceived value of the 
product. This is particularly important for health insurance because of the strong 
reliance on traditional medicine among the poor and the mistrust with which they view 
the formal healthcare system. Demand might suffer from schemes refusing to 
compensate expenses associated with traditional health care (Delavallade, 2016). Risk 
attitude among the households is another factor that is deemed to influence households’ 
enrolment in the micro health insurance schemes.  Kamuzora and Gilson, 2007) and ( 
Pauly, 2004), argue that, in developing countries, individuals and households have low 
attitude towards health risk and this led few of them to enrol in the micro health 
insurance schemes (Kihaule, 2015). 

Studies in Micro-insurance markets show a negative association between risk aversion 
and demand. Gine et al. (2008), Cole et al. (2013), Kouame and Komenan (2012) and 
Giesbert et al. (2011) find that more risk-averse households are less likely to purchase 
insurance. Several possibilities have been proposed to explain this consistent 
observation that risk aversion and insurance purchase are negatively related. Dercon et 
al. (2011) observe difference in risk attitudes across the two domains, but do not find 
those attitudes to be significant in regard to insurance purchase. 
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Several studies have investigated how risk exposure, particularly the effects of past 
shocks, affects demand for microinsurance. In a study of Sri Lanka, Arun et al. (2012) 
find strong evidence for a positive relationship, with past shocks increasing the 
probability of using Micro-insurance; however, Cole et al. (2013) find no such evidence. 

Financial Literacy is expected to increase insurance demand. A commonly used 
measurement is a set of questions developed by Lusardi and Mitchell (2006) that tests 
understanding of basic financial concepts such as interest rate compounding, inflation, 
and risk diversification. Cole et al. (2013) find that demand is higher among households 
with higher financial literacy. Cai and Song (2011) and Norton et al. (2011) find 
increased insurance take-up following insurance games. Gine et al. (2008) find that lack 
of product understanding is the second most (after insufficient resources) commonly 
cited reason for not purchasing insurance. Distinct from financial literacy, education has 
been posited as a relevant factor in insurance demand. While education has been used 
as a proxy for financial literacy when no other measure is available, the two are 
considered different from one another (Lusardi and Mitchell, 2006). 

Informal risk-sharing networks are an important part of coping with risk in developing 
countries (Fafchamps and Lund, 2003; Morduch, 1999). Furthermore, the level of 
informal risk-sharing in a social network can have a significant impact on demand for 
formal risk-sharing mechanisms such as insurance. Jowett (2003) finds that individuals 

living in highly interconnected communities in Vietnam are far less likely to purchase 
government health insurance. The findings suggest that strong informal networks may 
crowd out government interventions. The reciprocal relationship in helping each other, 
among the family members including the extended families, was also found to 
influence households demand for micro health insurance plans (Jütting, 2001, Jütting, 
2003). Similar finding was observed by (Heckman 1979) in Indonesia. The relationship 
determines social values of individuals or households which influence the calculation of 
costs and benefits and the decisions of households to be members in the micro health 
insurance scheme. The larger the social capital or network, the lower the enrolment in 
the micro health insurance schemes is expected.  

 

12. Distributing Micro Health Insurance Products to the Poor 

Distribution is a much wider concept than simply getting the insurance product to the 
client.  Distribution refers to all interactions that take place between the underwriter of 
the risk and the ultimate client, which includes policy origination, premium collection 
and policy administration, as well as all marketing, sales and claims-payment activities. 
This process may involve several different entities, including; 1) insurance companies 
(risk carriers); 2) outsourced administrators; 3) third party payment (Smith et al., 2012). 
Achieving scale through cost-effective distribution is one of the biggest challenges for 
the development of viable, small premium products. To effectively reach as large a 
client base as possible, the emphasis is increasingly falling on innovative distribution 
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models as alternatives to traditional microinsurance distribution, which typically relies 
on microfinance institutions (MFIs) (Smith et al., 2012). 

Insurers face a multitude of challenges as they move down-market. Among them is the 
lack of insurance expertise amongst a growing diversity of potential delivery channels. 

Microinsurance intermediaries have emerged to bring together these two integral 
groups. Microinsurance intermediaries are any organization that facilitates, in exchange 
for a fee, the transfer of microinsurance risk from an original low-income client – 
usually a group of poor persons, often represented by a delivery channel such as a 
microfinance institution (MFI), cooperative or other purchasing group – to an insurance 
company. The microinsurance landscape is increasingly being occupied by such 
organizations fulfilling vital functions in the development of microinsurance. 
Microinsurance intermediaries can take a range of institutional forms, from commercial 
multinational corporations to small non-governmental organizations (NGOs) (Smith et 
al., 2012). 

Discovering, unlocking or building alternative avenues of direct access to the poor is 
crucial to the expansion of the microinsurance market. A host of organizations and 
methods could be used to access the low income market, but the development of these 
channels can be arduous and complicated work. With the exception of MFIs, few 
potential delivery channels have existing financial relationships with the poor, and the 

financial literacy of the management of potential delivery channels can be limited. 
Intermediaries can therefore play an important role in facilitating the delivery channel 
development process (Smith et al., 2012). 

The insurance market has two types of intermediaries: brokers and agents. 

The key difference between the two is representation. Brokers represent policyholders 
and purchase insurance on their behalf. They often negotiate with a variety of insurers 
to take advantage of favorable market conditions and underwriter competition. Agents, 
on the other hand, represent insurers. Depending on the regulations in the country, they 
can represent one or several insurers. Agents commonly focus on a single geographical 
area or line of business. Agents and brokers can be individuals, small firms or large 
companies, again depending on local regulations (Smith et al., 2012). 

To be successful in microinsurance intermediation, brokers and agents must have the 
capacity to bridge the gap between the low-income markets and the insurance 
community. Understanding the insurance side of the equation should not be an issue 
for most licensed intermediaries, though recognizing and appreciating the needs of 
low-income markets is very much an acquired skill, which existing intermediaries 
commonly lack (Smith et al., 2012). 

Microinsurance largely depends on the efforts of delivery channels. Delivery channels 
typically have direct and regular access to poor consumers and work with insurers to 
distribute microinsurance products to them. While some insurance companies work 
with their own captive agents to reach the poor directly, such arrangements are 
uncommon. A more frequent approach is the partner-agent model, whereby insurers 
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work with delivery channels to sell products to their clients. Products are thus delivered 
by the field staff of an NGO, credit officers of an MFI, cashiers at a retail outlet, or 
church officials where microinsurance is offered. It is expected that the delivery channel 
will act as an intermediary, representing its clients, identifying appropriate products, 
sourcing the insurer and servicing the client (Smith et al., 2012). 

In micro-insurance, one finds the paradoxical gap between real needs and ability to pay 
that permeates microfinance. The categories most exposed to risks in frequency and 
relative severity are the poorest and therefore the least able to pay premiums that 
correspond to the economic coverage of the risks supported. One must be aware of the 
fact that micro-insurance, while it can address the poorest, is limited to households that 
can take advantage of this opportunity. It does not concern the poorest of the poor.  
Because of the low incomes involved, demand-side price elasticity is very limited. The 
amount that households are ready to pay is fixed: if supply and price increase, the 
number of policies taken out by a household falls (French Microfinance Network, n.d.). 
The viability of any insurance scheme depends on the number of clients, these clients’ 
ability to pay, and the incidence of claims. The more a product targets a well-off 
population, the more likely it is to be viable and profitable. Similarly, the more it targets 
a vulnerable population, the greater the risk, the lower the ability to pay, and the 
greater the weight of fixed costs. The issue of the viability and profitability of micro-
insurance products is central (French Microfinance Network, 2010). 

Building a successful distribution channel requires significant investment, by both the 
insurer and distribution partner, in human capital and insurance-specific information 
technology (IT) platforms (Smith et al., 2012). Information technology could help 
significantly reduce costs and improve the viability of microinsurance, as it has for 
microfinance. In the Philippines, for example, insurance companies minimize the cost of 
collecting many small premium installments by allowing payment through mobile 
phones. In India, Internet kiosks can be used to deliver insurance products to the rural 
population or provide back-end servicing, reducing the transaction cost for the insurer 
and the MFI. The Government of India, under its National e-Governance Plan, has 
introduced common service centers in rural areas, and agencies like BASIX have 
initiated efforts to use these channels to service insurance clients. Finally, agencies like 
Palmyrah Workers Development Society and Bharati AXA general insurance are 
collaborating to develop models using mobile phone technology to reduce fraud and 
transaction costs (Ruchismita and Varma, 2009) 

A critical theme emerging in the distribution story is the necessity to align the 
incentives of the distribution channel with those of the insurance company. The 
remuneration relationship between the insurer and distribution partner can take 
different forms. In some cases, the remuneration comes in the form of profit-sharing 
through a joint venture, in addition to the commission received. In other cases, the 
distribution partner receives only a fixed commission. The remuneration model is 
affected by the level of equity attached to the distribution partners’ brand – the higher 
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the level of trust and recognition attached to the brand, the greater the bargaining 
power of the distribution channel (Smith et al., 2012). 

The key features of micro health insurance are (a) that the premium is prepaid on a 
regular basis before the illness-related event occurs and (b) that the premium is 
affordable to low-income populations. Like any insurance, MHI units apply risk 
pooling between good and bad risks and the membership is generally voluntary 
(Leppert 2010; Ranson et al., 2006). It operates on the principles of equity, solidarity, risk 
pooling and community empowerment. These principles are necessary for running an 
effectual and sustainable microinsurance scheme (Ministry of Health and Family 
Welfare, 2011).  

Health insurance is the most difficult MI product to implement, requiring significant 
managerial and actuarial capacity. Health insurers need to understand risk 
management techniques and the solutions for controlling adverse selection. Health 
insurance is only effective where there is an existing infrastructure of health service 
providers and accessible hospitals—even if at a distance from policyholders.  

The microinsurance industry faces significant supply-side challenges despite the 
potentially large market for its products across the developing world. These challenges 
include high transaction costs, high upfront investments to reduce risk so that 
premiums are affordable, lack of reinsurers’ interest in this market, and limited 

availability of risk capital and technical know-how, all of which make commercial 
viability a distant dream. MFIs are well placed to deal with a number of these 
challenges, given their experience in scaling up microcredit. For example, MFIs can 
overcome information asymmetry issues given their close links to and superior 
understanding of the groups they serve. This understanding could reduce the incidence 
of fraud and adverse selection. With their successful delivery mechanisms and cash 
management expertise, MFIs are natural aggregators of clients. Moreover, bundling 
microinsurance with credit reduces overall portfolio risk, allowing MFIs to lower their 
interest rates on lending. Most important, MFIs need to reduce their credit focus and 
provide a broader range of financial services to remain relevant in a competitive 
environment (Ruchismita and Varma, 2009). 

MFIs can choose between several solutions to provide their clients with microinsurance 
products: develop a product and manage it internally (become insurers), offer a product 
developed by a private insurer (be distributors, this is the partner-agent model), or join 
with other field actors (network structure) (The French Microfinance Network). 
Bundling financial and nonfinancial solutions can work to create an ecosystem that 
allows comprehensive risk management solutions. Insurance is commonly bundled 
with credit or savings (Ruchismita and Varma, 2009). 

The microfinance institution can act as an insurer using the Full Service Model in which 
the four operational functions are carried out by the MFI. An MFI managing health 
insurance under the full-service model will be responsible for designing the product, 
distributing it to its members, managing it, and taking responsibility for the operating 
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profit or loss. In this case, the MFI promises its members that it will cover them under 
the terms it has set. This model is the one chosen when an MFI decides to take on the 
financial management of micro-insurance products (The French Microfinance 
Network). This arrangement makes the MFI the final insurer as well as the agent to its 
clients. Although this model may allow for more customer- responsive products, it 
exposes the client and the MFI to high levels of risk because of the MFI’s limited risk 
management capacities and its inability to pool risks among a larger population. A 
more prudent strategy may be to iron out the issues related to service delivery and 
negotiate with mainstream insurers to get products that are appropriate for an MFI’s 
clientele (Ruchismita and Varma, 2009). 

Microfinance institutions can also use the partner-agent model and in this model, MFIs 
act as relays between insurers (private companies, mutual insurance schemes) and 
clients. Under an optimal organisational scheme, they must not only relay premium 
collection, administration and claims payments, but also client complaints. Finally, 
MFIs must pressure insurers to adapt their products and procedures. Insurers must 
elaborate tools to monitor the performance of the various distributors (The French 
Microfinance Network). 

For MFIs, the partner-agent model is the simplest and fastest way to offer 
microinsurance services to their clients. However, establishing this model runs up 

against the near absence of insurers ready to enter this little-profitable market and MFIs 
hesitations about some insurance products. Indeed, some MFIs establish internal self-
guarantee funds and do not see the interest in outsourcing credit insurance. Finally, 
insurers often overestimate MFIs’ contributions in terms of economies of scale, or 
underestimate the organizational consequences for MFIs of absorbing this new activity; 
profitability may be overestimated (The French Microfinance Network). 

 

13. Methodology 

The study adopted a cross sectional survey design and employed both quantitative and 
qualitative research techniques to facilitate generation of adequate data (quantitative), 
and capture experiences of participants (qualitative) in the study context. The 
quantitative technique enabled collection and analysis of quantitative data by use of 
statistical package for social scientists (SPSS) while qualitative technique facilitated 
collection and analysis of narrative explanations from respondents about the 
experiences they face in the field. Both techniques were used in both data collection 
areas (Kampala and Wakiso) Districts.   

Accordingly, quantitative data was collected through structured questionnaires which 
enabled the perceptions of respondents to be collected and rated on likert scale. 
Questionnaires facilitated obtaining responses from many people within a short period 
which was analysed to generate the results in quantitative form. On the other hand, 
qualitative data was collected by interviewing the participants by use of an interview 
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guide. This technique enabled participants to explain the issues such as socio- economic 
conditions in details. Interviews also facilitated getting responses from some members 
the firms that operate micro-insurance services.  

The study was focused on urban and rural population. Specific attention was put on 
existing clients of Wakembe microfinance who operate in groups. The groups were 
accessed through Wekembe offices at Rubaga, next to the Cathedral.  Another group 
considered include considered for the study include existing and potential micro 
insurance policy holders, firms that provide micro insurance services, field staff of 
microfinance institutions that offer micro insurance products, opinion leaders in 
villages, and sub-counties. Others also included are health service providers, 
agricultural households, and insurance agents. The sample size taken for this study was 
377 which was based on the guideline provided in the Krejice ad Morgan (1970) table.  

Sufficient data was collected from both approaches, recorded, organized and analysed. 
Quantitative data used a statistical package for social scientists (SPSS) and presented in 
quantitative form while qualitative data was categorized and presented in narratives 
and sometimes verbatim.   

 

14. Results 

14.1. Demographic Characteristics of Households in Kampala and Wakiso  

Data was collected from 377 respondents that represented households in Kampala and 
Wakiso districts. The response rate of 61.5% (232/377) from households in Kampala 
38.5% (145/377) and households from Wakiso were obtained. The response rate is 
considered appropriate to enable researchers to obtain reasonable results to achieve 
sufficient conclusion on the study. 

14.2. Household characteristics 

The results on the average household size varied from two to eight members with 
majority (58%) of the household supporting four or more household members. Forty-
two percent (42%) of the households supported less than four members. Kampala had 
56% of the household with four or more members and 44% of the household with less 
than four members.  More specifically, Wakiso had 60% household with four or more 
members and 40% with less than four members residing in the same household.  

The age of the household head ranged from 26-63years. An estimated 74% of the 
household were either married or co-habiting and 26% households were headed by a 
single or divorced male or female member. An estimated 83% of household had at least 
one member of the family in school (primary, secondary or post secondary). More than 
60% lived in rented premises. Less than 2% (6/377) households had membership to 
small scale Credit Cooperative organizations (SACCO) and church related economic 
activities.  
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14.3. Literacy Levels 

The majority of residents of Kampala and Wakiso are literate with only 7.7% (29/377) 
households run by a member that had never been to school. A substantial number of 

the households 49% (188/377) had attained post secondary education, 29.4% and 13% 
had attained secondary and primary level education respectively. It evident the 
populations in Kampala and Wakiso are relatively literate but still have relatively big 
families. The population is young with almost every household having at least one 
dependant below the age of 18 years. There is a gap in solidarity as evidenced the 
limited number of either formal or informal groups as savings or self-help initiatives 
that have been recognized as very critical foundations for the success of any insurance 
initiative for low-income communities.  
 
14.5. Household poverty levels, Cash flow patterns of households and savings and 
loan use 

The households visited in Kampala and Wakiso were generally low income with most 
of their income from unstable incomes sources that ranged from casual labour to 
medium size business. The average household earned less than $200 a month. Kampala 
had 42% of the household earning their income from salaries while only 37% of the 
households in Wakiso earned from salaries. An estimated 78% (295/377) of the 
households experienced some form of financial difficulty that overwhelmed the normal 
coping mechanism for survival. The most frequent cause for financial difficulty 
reported by 24% (70/295) of the household was business challenges that manifested as 
closure of business by the urban authorities, unexpected change in taxes, and unstable 
prices of goods and services. Other causes of financial difficulties are shown in table 1. 
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Table 1 - Households experiencing financial difficulty a year prior to data collection 

Description of the 
financial difficulty-

Category 

Some element under  the category Households 
reporting the 

financial 
difficulty 

Reduction in the 
income from 

business 

Closure of the business by KCCA, collapse due 
increase in taxes, unstable prices for goods and 
services, changes in the registration processes 

24% (70/295) 

Increase in HH 
expenditure 

Increase in school fees, increase in prices of food 
and other household essential goods and 

services 

19% (57/295) 

Employment and 
employment related 

problems 

This ranges from low, delayed or non-payment 
of salaries 

Other manifested as loss of jobs 

 

14% (42/295) 

High expenditure 
for medical services 
and funeral services 

Increase in costs of healthcare, frequent illness, 
lack of health insurance 

10% (29/295) 

Loss of HH property Households reported robbery, fire and destroy 
of HH property by KCCA 

5% (16/295) 

Accidents and loss 
of a family member 

Reported as accident or loss of a family member 
with far reaching economic implications 

6% (18/295) 

Loan and debt 
problems 

Failure to pay loans with banks or microfinance 
institutions  confiscating  valuable HH property, 

3% (9/295) 

Others Retirement with delayed processing of the 
terminal benefits, land and property wrangles 
requiring court settlements, and drought that 

affected crop yield thus income for the HH 

6% (18/295) 

source: Data collected from households from Kampala and Wakiso August, 2015 

 
Table 2 shows the different manifestations of financial difficulties with 10% of the 
households experiencing financial challenges associated with medical services and 
funeral arrangement. An additional 6% experienced either an accident within the 
household or loss of family member that required financial support from sources 
outside the available resources in a household.  
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 More than half of the population in Kampala and Wakiso are in informal sector with 
weak capital base to absorb the financial risks. More than three-quarters of the 
households experienced some form of financial difficulty.  

14.6. Birth in the household 

An estimated 40% (151/377) household in both Kampala and Wakiso registered at least 
one birth in the past two years with only 4% of the households registered two or more 
births. It was observed that the highest number of the households (42%) in both districts 
delivered from government owned health facility followed by private-not-for profit 
hospitals (33%), while 21% delivered from private for profit hospital. It was worth 
noting that although most the deliveries took place in government health facilities, the 
commonly expressed preferred place of delivery was in a private-not-for profit hospital 
with 56.8%. 

Table 2 - Preferred place of birth for households in Wakiso and Kampala 

Preferred place of birth No. of HH Percent HH 

Private not-for-profit Hospital 214 56.8 

Government Hospital 114 30.2 

Private for profit Hospital 43 11.4 

Other 6 1.6 

Total 377 100 

Source: Data collected from Kampala and Wakiso August, 2015 

Households named different reason for the place of delivery. Households delivering in 
government health facilities cited affordability of care and proximity to the residence 
and expert care while the households delivering in private-not-for-profit mainly fronted 
prompt and quality of care. Household that delivered from private for profit did so 
because a family had health insurance that required them to seek care from such a 
facility and others were because a facility near their residence and the mother had no 
time to access services elsewhere. 

14.7. Health and illness in households 

Ill health was a common occurrence in Kampala and Wakiso with 78.5% (296/377) of 
the households reporting at least one sick member in the period of two years. The most 
frequented service delivery points for the perceived ‘uncomplicated illness’ but 
requiring medical attention  was private for profit health facilities that were mainly 
clinics and drug shops. 
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Table 3 -  Decision lines for households with a member requiring health care 

Decision taken Number of HH 
making a decision 

Percent HH making a 
decision 

Never sought care 92 24.4 

Visited a Govt health facility 98 26.0 

Visited a PNFP health facility 8 2.1 

Visited a Private health 
practitioner 

175 46.4 

Other 4 1.1 

Total 377 100.0 

Source: Data collected from Kampala and Wakiso August, 2015 

Many household sought health care from a private health practitioner (clinics and drug 
shops mainly) because such facilities were often close by and provided prompt and 
affordable care for uncomplicated’ illnesses. The households also expressed flexibility of 
the services provision modalities. In one focus group discussion the held with residents 
in one of the Kampala city suburb, residents asserted that the care they receive from the 
private clinics is personalized and gives room to channel some concerns to the owners 
of the health facility. They also felt that it was easier to visit clinics especially if the 
illness is ‘uncomplicated’ to avoid lining up in hospitals for uncomplicated conditions. 

The study also found that 66% of households paid for healthcare including those that 
visited government owned health facilities. The fees paid in these health facilities were 
perceived as fair for more than 60% stating that charges were either fair or low. Less 
than 40% perceived charges to be high.  

Transport fares were perceived as fair or low for the majority  (80%) of the households 
seeking care which have been attributed to the fact that many of the households 
received health care from facilities  (mainly clinics and drug shops) near their 
residences.  

14.8. Sick member requiring chronic or ongoing care and support  

On average, an estimated 26% of the household reported a member requiring some 
form of ongoing treatment or care and support for either a disability or illness.  The 
highest percentage (40%) of the chronic illness reported in the household occurred 
among the household member aged 35 years and above. More than 75% of the choric 
illness affecting a household member of 35years and above affected a caretaker of the 
household. 
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Table 4 - Age of the sick member of the Household requiring ongoing  
care and support 

Age of the sick HH member Number of HH reporting a 
sick member 

Percentage of HH with sick 
member 

Below 15  years 31 26 

Between 15 and 35 years 41 34 

35 years and above 49 40 

Total 121 100 

source: Data collected from Kampala and Wakiso August 2015 

The three top conditions households in Wakiso and Kampala identified as the 
commonest cause of chronic care and support included  diabetes and hypertension 
reported by 30% (29/97); respiratory or airway conditions reported by 25% (24/97) and 
HIV/AIDS and related complications reported by 15% (15/97) of the household. Other 
conditions included mental illness, musculo-skeletal disorders and cancers. All these 
condition required 300,000UGSH an equivalent of 100US dollars that was perceived as 
expensive for the average household. The perceived cost of chronic care and the belief 
that some conditions were not responding to treatment contributed to relatively big 
percentage of households 22% (21/97) with sick member not seeking any treatment. 

14.9. Hospitalization in the household 

There was evidence of general ill health in Wakiso and Kampala with 30% (112/377) 
Households reporting hospitalization of a member of the house six months prior to data 
collection. The most frequent cause of hospitalization was reported to communicable 
conditions mainly recorded as malaria, typhoid, diarrhea and respiratory conditions 
contributing more than half (59%) of the household. This was followed by accidents 
either from the road traffic accidents or burns that was reported by 12% (13/112) 
household. The remaining percentage was shared by a number of other conditions that 
included child birth and other chronic conditions such as heart conditions, 
hypertension, diabetes, cancers and conditions requiring surgical interventions. The 
average expenditure on hospitalization was estimated to be about 250,000 UGSH (80$).  

Money for hospitalization for the affected households was obtained  mainly from family 
savings for 50% (56/112) of the households, 21% households used money contributed 
by relatives and friends, 11%  of  household used money borrowed either from friends 
or money lending institutions, 6% obtained money  for hospitalization from sale of 
household property such as land, cars and other assets with  only 5% (6/112) of the 
household accessing money for hospitalization through health insurance either as 
private arrangement or by the employer. 
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14.10. Death in households 

Twenty percent of the households visited had lost either a household member or a 
relative in the period of two years. The most frequent (19%) cause of death reported by 

the households was road accidents associated with bodaboda riding.  This was followed 
by HIV/AIDS related deaths accounting for 16% (12/75) deaths; malaria related deaths 
accounted for 15% (11/75). All the reported deaths  occurred at the backdrop of the 
financial difficulties various households faced due loss of jobs as many households had 
depended on small businesses established as kiosks in Kampala. The kiosks had been 
demolished by the movement by Kampala Capital City Authority to clean and stream 
line the business operations in the city.    

Health-related risks are common occurrence in Kampala and Wakiso. These risks are 
commonly caused childbirth, illnesses, accidents and other injuries. Households in both 
districts deliver from government own health facilities because services are believed to 
be cheaper than in private facilities and childbirth is perceived by the community as 
uneventful experience. They also believe than government owned health facility will 
give an appropriate response in case of emergency surgery. But on the other hand, the 
community will prefer to visit a private not for profit hospital for the perceived 
complicated illnesses because of the quality of care and will visit clinics for perceived 
uncomplicated for simple illnesses for convenience and fear of long waiting time and 
seemingly unnecessary procedures in private not for profit and government owned 
health facilities. More than 60% of the population receiving health care from 
government health facilities pays for the services.  

14.11. Risks and vulnerabilities 

 

Table 2, highlights the perils to which low-income household were vulnerable that 
exceeded the normal coping mechanisms. The vulnerabilities have been categorized 
under the following ones: 

 Health-related risks that include both uncomplicated and complicated illnesses, 
and childbirth that occur in the household. It should be noted that households 
have a relatively high burden of the providing ongoing care and support for one 

or more members with one or several forms of chronic illnesses. 

 Accident that occur in households especially involving the head of the family 
cause remarkable financial destabilization for individual households. 

 Death and its related funeral arrangements force households to seek financial 
assistance from either relatives, friends and non-registered ‘money lenders’. This 
situation often led to loss of household assets due high rates of defaulting. 
Because of the urgency of the occurrence, households are most of the times 
forced to succumb to unrealistic bargain terms.  

 Loss of household assets due to idiosyncratic risks (such as fire, theft, 
confiscation by authorities etc) 

 School fees were found to create a form of financial difficulty for individual 
households. Under normal conditions, school fees are predictable and household 
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would not incur financial difficulties beyond the normal coping mechanism. 
School fees have been relatively unpredictable in the recent past. 

 
It was observed that households face financial consequences are severe in the short and 
the long-term. Medical bills are larger than people’s ability-to-pay; one feels less 
financially secure and uses other relatively expensive and equally unpredictable means 
to cover health care expenses. Many households are forced to borrow from the relatives, 
friends or community for whom the long-term impact can be disastrous. Such sources 
of loans require high interest rates on monthly terms and, if accumulated, lead to loss of 
household assets which reduces one’s ability to cope with future shocks. This make 
households more vulnerable thus entrapment in poverty.  
 
14.12. Existing micro health insurance firms and activities they offer to their clients  

It was observed that households or their employers pay for managed health care cover. 
There are a number of Health Management Organizations (HMO) that include AAR 
health Services, International Air Ambulance (IAA), Starlife Health Care. Several 
hospitals (mainly private health providers) and other largely unregulated service 
providers also offer health cover with a wide range of products. Examples cited here are 
from International Hospital in Kampala (IHK), Kadic Health Foundation, Case 
Medicare. There are some insurance companies that have designed products that offer 
health insurance benefits to insured members. Such insurance companies include 
Jubilee insurance company, UAP. There are a number of mechanisms (largely informal) 
that have been designed to offer a range of services that range from funeral services, 
health care assistance to financial assistance.  
 
14.13. Awareness of micro insurance 

During the interview of the households, we wanted to find out the awareness about 
health insurance, source of information and coverage of health insurance.   We asked: 
“Have you heard about health insurance?” and “If yes how do you describe health 
insurance”. Only 43% (163/377) acknowledged that they had heard about health 
insurance and insurance in general.   
 
14.15. Source of information about health insurance  
Households that reported to have heard about health insurance had obtained such 
information from three main sources: Adverts (34%), information from relatives and 
friends (18%) and places of work (16%). Other sources of information included 
churches, health workers, internet, banks, schools, micro insurance companies and 
promotional messages on mobile networks.  
 
14.16. Knowledge of micro insurance 

Having recognized that a reasonable number of households had heard about health 
insurance, the team wanted to find out how far these household knew about health 
insurance. Households offered inconsistent information about health insurance micro 
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insurance.  There was confusion about general concept of health insurance with some 
household stating that health insurance was for sick people.  
We noted that there was some opportunities for households to understand with better 
designed messages channeled through appropriate means. A relatively big percentage 
42% (69/163) household had basic knowledge about insurance and 20% (33/163) were 
either not knowledgeable or had inaccurate information about insurance. It was also 
worth noting that the practice around the implementation by different micro health 
insurances formed the basis of how individual households defined and understood 
insurance. For example, where the insurance provider provided care for only referred 
or complicated cases from the insured household, other household held such belief as 
the practice for micro health insurance. And, because the main insurance providers lie 
in the category of Health Management Organisations (HMOs) that is loosely regulated 
many household had less harmonized information about health insurance.  
 
14.17. Coverage for health insurance 

There was very limited micro insurance coverage for the households in both districts as 
only 16% (60/377) reported one or more members covered by insurance.  Furthermore, 
household that has an insurance cover, had only one member of the household 
(household head) covered as observed in 33% (20/60) of the households. This level of 
coverage was attained with arrangement between the employer and employee 
favouring only those in formal employment.   

It is evident from the study that household pay to received medical care even those 
visiting government owned health facilities as 66% of all those seeking care in 
government facilities paid to receive the needed care. The implication is that people 
continue to pay even where there is promised ‘free services’. Social protection measures 
in Uganda are still weak.  Private social protection measures are available to households 
that can afford them. Those with sufficient income can and do purchase health 
insurance and invest in life insurance, but the rest, particularly those in the informal 
economy, have been unable to access these products. The reported firms that provided 
health insurance included AAR, International Health Network (IHK), International Air 
Ambulance (IAA), UAP, Jubilee Insurance Company and other insurance designed by 
individual hospital and service providers such IHK, Case Medicare, Kadic Health 
Foundation etc. The information about all these services providers is available and 
easily accessed by those in formal employments and largely through their employers. 
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15. Way to develop micro insurance products and delivery system that 
are affordable and acceptable to people in surrounding areas of Kampala 

There is a significant demand in the low-income segment for affordable health 
insurance which offers reasonable levels benefits that could go beyond medical care to 
insurance of other risks.  

15.1. Market Demographics 

We approached the analysis of market demographics using mainly two approaches 
because any selected approach would determine the development of micro insurance 
and environment to support the product development. We used average main earning 
and the main source of the income for individual households.  More than half of the 
household in Kampala and Wakiso earned US$ 200 or less a month.  Less than half of 
the household were earned their income from formal employment and more than in 
formal sector.  

Table 5 - Household income sources 

Category on come earners Number of HH Percentage of HH 

Petty trade or small business 84 22.3 

Medium size business 84 22.3 

casual laborer 56 14.9 

Salary 150 40.6 

Total 377 100.0 

 

source: Data from household in Kampala and Wakiso August, 2015 

More than half the informal market segment cannot be reached through regulated 
banks or other banking institutions. Household that had encountered financial shock 
had absorbed such shock through a variety of mechanisms. The majority used diverse 
approaches that ranged from working extra hours, supplementing the main source of 
income with other casual employment to reducing household expenditure (some 
households reportedly resorted to one meal a day  or having a child or two drop out of 
school). 

A relative big percentage copes with borrowing from relatives and friends with 
unregulated mechanisms for paying back. This was found to have remarkable pressure 
on the household to sell their asset to pay back. Seventeen percent of the households 
that has suffered some form of financial difficulty borrowed from banks or other more 
or less formal financial institutions.  
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It should be recognized that micro insurance is developed in an environment where 
people have access to a variety of tools to cope with risk.  Credit , group saving 
schemes, informal risk sharing and self-reliance strategies offer protection against risk 
are seen as supplementary to micro insurance. The design of any micro insurance 
product must add value in comparison with other risk management services so as to 
position micro-insurance products properly. In Kampala and Wakiso, only 2% of the 
households’ studies declared membership to group savings schemes as a Savings and 
Credit Cooperative organizations.  

15.2. Ways for designing effective promotion strategies to create awareness  

From the data collected from the household, there was evidence that there was potential 
for dissemination of information about micro insurance products using already the 
channels that had enabled them to learn something about insurance. Such channels 
include adverts, relative and friends, and workplace or employers. It was also 
recognized that avenues could be exploited and messages designed to appeal to a 
specific market segment.   
 
In the study, there is evidence that social media has the potential to disseminate 
information to all market segments. More that 60% of the household owned and 
listened a radio every day. More the 80% listened to radio in a week. The radio provides 
an opportunity for dissemination of micro insurance massages especially when 
designed as radio sports, information and call in sessions and regular programmed 
radio quizzes.  
Another effective channel newspaper and magazines as more that 60% of the HH has 
access and read at a newspaper or magazine at least once a week and more than 30% 
read a newspaper or magazine every day. Message in newspapers for available micro 
insurance products would be used for general public and simple children magazines 
especially the one sold in schools such ‘Entanda ya Buganda (a local magazine about 
Buganda culture circulated in schools), rainbow magazine, yearbooks in schools, school 
magazines, newsletters and school calendars. Television is another media channel that 
can exploited effectively (one exposed can listed and see which enables better 
interpretation of messages) as more than 80% of households had access to a television 
set and are able watch at least one or more programs once a week. 

Other potential channels include places of worship such as churches and mosques with 
more that 70% attending a services either in church or mosque at least once a week and 
more than 90% attending at least once a month. Well designed church messages and 
announcements including inserting designed micro insurance products in sermon 
books could be used to create awareness. 

Additional channels would include billboards especially in strategic places because they 
have a tendency to attract attention and creating a belief that whatever is magnified and 
projected carries the main message for the day.  
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Village or Local council meetings and video or cinema hall meetings could be tried and 
combined with other channels because they are not very popular in Kampala and 
Wakiso. Only 17% of the households reported visiting a video hall or attending a village 
or Local council meetings. 

 

16. Conclusion and recommendations 

Household in Kampala and Wakiso have vast health needs and the organization of 
health care delivery chain does meet these needs. The government of Uganda and its 
social protection efforts in health care had a lot of promise of free medical care in all 
government owned health facilities but more than 60% of the population seeking care 
from such facilities pays to receive the care. The factors that have been associated with 
such expenditures are quality and trust in the health delivery chain.   

Private health insurance and other social protection that exist are either inaccessible or 
poorly understood by the population. Despite all the government effort to provide 
health care, if low income households are to obtain quality health care micro insurance 
is an important option needed now more than ever before.  

According to the Uganda Bureau of Statistics (2012), by 2011, Government owned the 
highest percentage (46%) of hospitals in the entire country followed by Private Not –
For- Profit at 43% and 11% was Private For Profit. The households in Kampala and 
Wakiso although visited Government owned facilities especially for childbirth and 
perceived complicated illnesses, many expressed preference for Private Not –For- Profit 
because they felt the quality of care in Government owned health facilities was still 
wanting.   

Many households in Kampala and Wakiso depend on informal economy for their 
livelihood, which has been largely caused by employment climate and the education 
system that gives low skills. More so, the institutional and legal barriers make it costly 
for small-scale informal enterprises to formalize business licensing and registration that 
would allow them access available credit initiatives in government and private sector 
enterprises. Such businesses tend to have very limited capital and usually succumb to 
unpredictable financial shock that makes the households very vulnerable. 

The private micro insurance operators mainly target the middle class or popularly 
called the middle class. This makes their services costly and not affordable by the rural 
areas. Organizations such as out of reach UAP, ICEA are developing new products to 
offer opportunities for poor people to invest in but still their focus is still on formal 
sector based on towns. 

There are currently many microfinance institutions involved in micro insurance service 
provision but the products are not well thought-out and as such the some potential 
clients actually do not clearly understand procedure to access such services. 
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Generally, micro insurance services in Uganda are still at its infancy since very few 
firms and individuals have participated in the service. However, its potential is great 
considering the fact that the firms starting to engage in it seem to be increasing their 
clientele at a higher rate.    
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1. Introduction 

In the recent past there was much concern about lack of financial access in Uganda. 
Many players out of concern rose up to fill the gap by developing microfinance 

institutions and providing financial services shaped on the needs of the low-income 
population (Kiyaga &Mukwana 2006, Churchill, Ramm, and Namerta 2005, Elbers, 
Gunning and (2008). Microfinance refers to the provision of loans and other financial 
services to the poor, who are excluded from traditional formal financial systems 
(Ledgerwood 2000).  

In this realm, the paper focuses on micro-insurance services, which secure low-income 
people against specific risks, thus differentiating from regular insurance due to the 
specific targeted market (McCord and Osinde, 2003). Thus, micro-insurance serves 
clients who have specific characteristics, such as few assets, low and volatile income, 
lack of or very limited saving possibilities. In order to be successful, micro-insurance 
services must take these characteristics into consideration and define appropriate rules 
of the game for accessibility and repayment. 

Health is such an important aspect that cannot be ignored and international poverty 
reduction strategies identifies it as a key concern. More than 80% of the population in 
sub Saharan Africa lack social protection in health care. They can therefore be referred 
to as excluded. The effort that may be demanded from policy makers and opinion 
leaders is to ensure health inclusion for all. Health inclusion needs to come directly 
from the bottom of the pyramid (grassroots) where people own the whole process. 
Since 1990’s micro insurance has gained great interest when some people saw the 
benefits of it.  

In these contexts, micro-insurance has suggested new ways to overcome the limits of 
both state and market solutions, which have proved to be insufficient (Jutting, 2004). 
This situation has led many community-based health insurance schemes (CBHI) to 
emerge. CBHI is a relatively new concept in Africa, especially in Uganda. Many 
developing countries look at this as an avenue to have an all-inclusive health practice. 
The health system that was inherited from the colonial period had many loopholes 
which needed to be addressed.  

Community health insurance coverage in Uganda is low. It is mainly offered by a 
network of Private Not for Profit health facilities in partnership with organisations such 
as CORDAID. The primary role of those organisations is to provide initial investment 
and the running costs of the scheme, capacity building and sensitisation of the 
communities, top-up of the premium if there is inability of the members to meet the 
payment of the premium, and covering all costs for the destitute. It is encouraging that 
some Micro Finance Institutions cater for health insurance through the social fund. The 
Saving and Internal Lending Communities (SILC) model for example has a mandatory 
social fund. 
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Health micro-insurance in Africa seems to be at a crossroads: Available data points 
towards stagnation of growth. The field of tension spans between the Community-
Based Schemes which dominate the West-African landscape and Commercial Insurers 
who are reluctant to enter into a market where Government Schemes struggle to 
provide basic Health services for the low-income sector of society.  Community-Based 
Schemes struggle for survival because of a subscriber base too small for a sustainable 
risk-pool. Government supported programs frustrate the client by poor delivery of 
Health care services. According to Leppert (2010, pp. 430) Governmental health sector 
policies and the private (commercial) insurance sector are either generally insufficiently 
developed or these arrangements are only accessible for people working in the formal sector’. 

 

2. Objective of the Study 

The study aims at exploring the reasons why low income populations subscribe to 
CBHI, so as to extend the knowledge around whether CBHI help the poor access health 
services. 

In order to reach this objective, the study analyzed the case of Save for Health (SHU), 
which is a local country-wide operating Non-Government Organization (NGO) which 
envisions healthier families with simplified access to quality health care. Its mission is 
to improve the quality of health of Ugandans through Community Health Financing 
(CHF) approaches.  

The study findings will help different organisations, researchers, scholars, and 
government bodies to understand how CBHI schemes can be improved in order to 
better respond to the needs of the low income population in Uganda. Moreover, 

findings will inform SHU about the perceptions of people they serve with regard to 
health insurance. Finally, the study will help inform the government about the 
operations of some NGO that have ventured into community based health insurance 
the challenges and good practices. 

In current setting, access to quality Health care services remains a “luxury” for many a 
low income earner, especially for peri-urban and rural dwellers. 

In spite of such significant challenges and frustrations, there is need for innovative 
solutions so as to provide means to cover expenses for Health care services for the low 
income sector of the population. 

Governmental health sector policies and the private (commercial) insurance sector are 
either generally insufficiently developed or these arrangements are only accessible for 
people working in the formal sector’ (Leppert 2010). It is worth noting that a large part 
of the population works in the informal economy. ILO (2002) quantifies the informal 
sector in Africa as providing employment for 80% of the non-agricultural sector.  

Ruinous out-of-pocket payments for Health Services drive many a household into 
outright poverty. Obligations, such as loan repayments aggravate the problem.  
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Hougaard& de Vos (2012) state that expenses relating to illness rate as the top financial 
risk in Tanzania and second largest financial risk in Kenya (Smith/CENFRI 2013). 

There is little doubt and sufficient academic evidence that CBHI units can assist low-
income households to cope with catastrophic health care costs and thus can successfully 
reduce the risk of poverty through illness.’ 

 

2. Literature Review 

2.1. The African Micro-Insurance Landscape (McCord 2013, Matul 2010 and others) 

Matul (ILO 2010/2012) provides for an excellent overview of the African Landscape in 
Micro-insurance. In his comprehensive paper on the African Micro-insurance 
Landscape he portrays an enthusiastic picture on the potential market in CBHI in 
Africa. 

In total Matul estimates that a potential market of 700 million people comprising the 
working poor (income below 2USD/day) and the vulnerable non-poor. The income of 
these are estimated as 500 Billion USD annually (World Bank, 2007) and given that 
expenditures for micro-insurance is 5% of GDP the market is approximately 25 Billon 
USD annually. The potential Health-Insurance market constitutes 560 million lives 
thereof. 

The projection should be taken with some degree of caution – because such 
assumptions are based on ‘Western World’ values. Hofstede (2013), in his work on 
cultural values, explains typical behaviour patterns) that influence choices people are 
making (Bundorf &Pauly 2006).  Additional support comes from relevant papers 
(McCafferey of MicroSave 2013) that focus on barriers that prevent people from taking 

up Micro-insurance. Thus the author believes that it is safe to say that the ‘real market’ 
is substantially smaller.  

The most recent publication of the ‘Landscape of Micro-insurance in Africa 2012’ 
(McCord et al. 2013) depicts trends as to where CBHI is heading. It builds much on the 
two previous ‘Landscapes’ (2005 and 2008). Total outreach across all regions and 
product categories had tripled over the previous three years by 44.4 million, or 4.4%, of 
all Africans who were by then protected by CBHI. The situation doesn’t seem to have 
significantly changed. 
When we take South Africa out of the equation, coverage reaches a mere 1.7%. Southern 
and Eastern Africa does dominate the micro-insurance landscape with 8.8 million and 4 
million lives covered, respectively (Table 1). This can be partly explained by the strength 

of life micro-insurance in South Africa, as well as the engagement of commercial 
Insurers in micro-insurance in the East and South. 
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Table 1. Key figures: Micro-insurance in Africa 
 

 

 

Some key scholars advance the mutual model of micro insurance as the best for the low 
income earners.  

A broad working definition of a mutual is an insurance company owned entirely by its 
policyholders. Members contribute to the fund which is intended to equally benefit the 
members.  

In the case of health insurance mutual exist for the members to benefit from the health 
services they provide. In 2008, African mutual (including community-based 
organizations, CBOs) were the most common delivery channel for micro insurance, 
followed closely by MFIs. Since then, micro-insurance providers have expanded the 
range of channels, though member based groups including mutuals and CBOs remain 
the largest distribution channel by number. This is a result of the numerous mutuals 
and CBOs in West Africa acting as both delivery channels to their members and the risk 
takers. The use of specialized micro-insurance agents (those selected and trained for 
marketing to only the low-income market) is also significant, along with the distribution 
through financial products such as loans and savings. 

Key figures: Micro-insurance in Africa  

51 Countries  evaluated 

39 Countries with Micro insurance 

214 Respondents 

511 Providers 

598 Products 

 The study identified 

4.4 Percent of Africans covered 

44.4 Million lives or properties 

33.9 Million Life 

8.8 Million Credit Life 

2.4 Million Health 

2 Million Accident 

0.8 Million Property 

0.2 Million Agriculture 

Data Source: McCord (2013) 
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Figure 1 - The mutual model 

 

 

 

 

 

 

 

 

 

 

 

 

 

2.2. Key Trends of CBHI in Africa 

Matual discussed the key trends with regard to CBHI. Looking back at the first 
comprehensive African landscape study based on data from 2008, a number of things 
had evolved significantly since then. Key trends observed over the years included 
outreach, growth, products, providers and delivery: 

South Africa remained the dominant market, accounting for over 60% of all covered 
lives or properties. On the other hand, West Africa experienced the highest growth rate 
since 2008, primarily because of its low volumes in 2008, followed by Southern and East 
Africa. Growth in Central and North Africa was only half that observed in West Africa. 

According to the study, community-based schemes made up 70% of all micro-insurance 
providers but less than 9% of total lives and/or properties covered. Only 14% of all 
micro-insurance providers were regulated commercial insurance companies, but they 
covered 78% of all lives or properties insured. 
It was further observed that commercial insurers tended to focus more on financial 
performance, while other providers focus more on client satisfaction and social 
performance. 
To make micro-insurance work for Africa therefore, CBHI needs to be expanded 
massively across the continent, not just in terms of volumes of people and properties 
covered but also in terms of innovative products that offer both real value to clients and 
a business case for insurers and distribution channels. 

Treatment Costs 

Health Care Service 

Adopted from: Pro 

Health Care 

Provider 

Insurance 

Premium 
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Health micro-insurance covered some 2.4 million people, comprising 5.5% in 2011 of the 
total market, down from 13% in 2008 (McCord 2013) - figures that suggest stagnation in 
the African health insurance market. With regard to providers around 70% of lives 
covered by health micro-insurance are insured by mutuals, cooperatives, and 
community-based organizations. Conversely commercial insurers cover less than 10% 
of all those insured for health. The striking absence of commercial insurers in health 
micro-insurance may be due to the complex and riskier nature of health insurance, 
combined with limited prospects to make profits.  

Given the current state of the health infrastructure in most countries, efforts by 
governments to integrate micro-insurance in healthcare schemes for low-income 
populations (Kenya, Tanzania, and Burundi and Uganda), and the obvious financial 
challenges and risks, it is unlikely that commercial insurers will rush into this field in 
the near future. Comparatively various community-based initiatives enabled Rwanda to 
progress towards universal health-care coverage and increased use of health services 
(Makaka, Breen, and Binagwaho, 2012).It is encouraging to note that the Rwandan 
health care system fully subsidizes preventive health services for the entire population. 

 

2.3. Challenges with Community-based and Mutual Health Schemes 

In Matul’s study (2010), respondents were asked several questions to help assess their 
perceptions of the micro-insurance markets in which they were active. The responses 
suggested that expansion is most significantly hindered two factors by: 

 On the demand side: potential client’s lack of understanding about micro-
insurance (80%) and limited ability of potential clients to pay premiums (72%) 

 On the supply side: a lack of information technology for micro-insurance (78%) 
administrative costs being too high (71%) and a lack of qualified micro-insurance 
personnel (73%). 

Looking at these issues through the lens of the institutional type, some trends appear. 
Health Mutuals report that their difficulties arise substantially from lack of technology 
(many are not computerized), management and access to reinsurance (since they are not 
legal insurers).  

Commercial insurers suggest that their issues center on reducing administrative costs 
through technology, as well as skepticism about market demand. Matul’s survey did 
not address distribution, but this also seems a major challenge for regulated insurers. 
Finally, in more mature markets risk carriers see a predominant need for consumer 
education to help facilitate sales and general understanding of insurance concepts. 

Leppert refers to CBHIs as ‘risk management institutions for low-income households 
(mostly working in the informal sector) that cover the costs of certain predefined illness-
related losses (= limited benefit package) to a certain extent (= limited coverage).  
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Affordable Premium is prepaid on a regular basis before the illness-related event 
occurs. Such arrangements highly benefit the low income earners. The depth of 
outreach is highest among mutual insurance schemes, benevolent insurers and non-
profit providers. 

Leppert’s paper contributes to the discussion, explaining what weaknesses are related 
to the mutual model and what solutions seem to be feasible to counter these financial 
risks. He proposes potential solutions to three major financial challenges that the 
mutual insurance model faces: ‘Reinsurance mechanisms, endowment funds in the first 
year after their inception, a risk adjustment mechanism adapted to the micro health 
insurance market and premium subsidies’. 

 

3. Methodology  

The study specifically concentrated on the community based health insurance as one of 
the modalities of health insurance in Uganda. Ownership is so important if the 
community scheme is to be sustainable. It was the interest of the study to find the extent 
of ownership by the members of the scheme 

The time period considered is between 2005 and 2015. This scope was spread enough to 
examine what is happening within a decade. Most of the literature was about similar 

studies that were made within the period.  

3.1. Research design and rationale 

This study made use of a cross sectional study design that incorporated both 
quantitative and qualitative approaches.  The quantitative approach was adopted 
through the survey method while the qualitative was done through the interview 
method. The adoption of both approaches provided an in depth understanding of the 
subject matter and the nature of phenomena as to describe phenomena and understand 
it from the participant’s point of view. The design was chosen because it collects 
information from a sample of a given population and makes measurements at one 
single point in time. As opposed to a longitudinal study design, this design saves time 
and also resources. 

3.2. Study area and rationale 

The study was carried out in Masaka district located within Central Uganda. This area 
was chosen mainly because of its ease of accessibility and it being an area with a 
diversity of participants who have had interaction with a Community based Health 
Insurance scheme that the study was interested in. 

The geographical scope of the study mainly focused on the various communities within 
Masaka area under SHU. These included Masaka town within Masaka District, Katimba 
community within Ssembabule District and Nkoni Community within Lwengo 
Districts. All the Districts above were formerly within one big District known as Masaka 

District. 
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3.3. Study population 

The study population as per the census of the community/ CBHI scheme members’ 
establishments composed of the 217 households. A household in this sense is a 

homestead which normally comprises of a father, mother, children and other 
members.475 individuals lived within the 217 households.  The concentration on for 
this population was based on the fact that such households either had subscribed to 
CBHI scheme or lived within an area the schemes were operational. It was established 
that in a household some members subscribed to the scheme and others did not.  

For study purposes, information from a sample of 217 Households were targeted to 
represent the entire population. Besides 3 key informants from three purposively 
selected CBHI that were operating within Masaka district were engaged. These 
informants were the community leaders from Katimba, Nkoni, and Masaka community 
schemes. They are part of the communities but they gave guidance and were taken as 
experts whose information was considered to be of high degree.  

3.4. Sampling Design  

The participation of the households’ respondents as per each of the parishes was 
selected using simple random sampling design. Each of the household was allocated 
numbers on small identical folded sheets of paper and placed in an enclosed box. The 
folded sheets of papers was then shuffled and then picked without replacement. The 
household corresponding to the first 217 identical papers picked were considered for 
the study. The random sampling design was chosen because it eliminated items of bias 
and gave an opportunity for each and every household to be included in the study. The 
Key informants were purposively selected.  This method was of choice because it 
permits getting information from only participants with the necessary knowledge about 

CBHI scheme and issues of sustainability. 

3.5. Data collection methods 

The study made use of a survey method to gather information from the different 
households. This method was chosen because it allowed the study to collect a large 
amount of data in a relatively short period of time. Besides it was less expensive than 
some other data collection methods. 

In a similar way the interview method was used to collect the qualitative data from the 
key informants. 

3.6. Data collection instruments 

In this study, designed questionnaires constituting questions with respect to the study 
research questions were used. These were administered to the respondent household 
heads. 

The motivation for making use of a questionnaire is driven by its confidentiality and 
time saving capabilities. 
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On the other hand qualitative data was collected using the Interview guide from the 
key informants. These key informants were the staff of CBHI schemes. 

3.7. Data Collection Procedure 

The process of data collection started with the approval of the research proposal and its 
research instruments. This was followed by a letter of introduction that was sought 
from Uganda Martyrs University. The process continued only after receiving 
authorization from relevant CBHI scheme parish authorities. The designed and 
approved questionnaires were finally administered by the researchers with the help of 
trained research assistants in direct supervision by the investigators. 

3.8. Quality control 

In order to ensure reliability and validity, a number of procedures were followed. In the 
first case a pilot study was conducted within Masaka town. 50 respondents were picked 
for the pilot study in order to ascertain and detect any ambiguities. The responses and 
remarks from the pilot survey formed a basis for the refining of the entire questionnaire 
enhancing the validity. Similarly an evaluation of the relevance of each item in the 
instruments to the objectives was undertaken using a Content Validity Index (CVI) and 
was computed using the following formula.  

CVI =   K/
N 

Where K is the total number of items in questionnaire declared valid by both raters = 65 
and judges and n was the total number of items in the questionnaire = 70 

The raters in the study were the research assistants who distributed the questionnaires 
in the field and the judges were some academicians of Uganda Martyrs University who 
reviewed the tools. 

After each of the experts had rated 4 and 5 each of the items on the Likert- type scales 
where: 1-strongly disagree, 2- Disagree, 3 – Not sure, 4- Agree and 5 - Strongly Agree 
(1), the CVI was given as 93%, which was given as =    65/70 X   100  = 92.857%. 

Since this CVI of 93% was higher than 70% recommended by Amin, (2005), the 
instruments were thus valid. 

For reliability more than one research assistant was used in the collection of information 
and an analysis for instrument reliability using Cronbach’s Alpha was undertaken with 
the results as presented below. 

Table 2 - Reliability Statistics 

Cronbach's Alpha N of Items 

0.928 70 

 

A Cronbach’s Alpha coefficient of 0.928 which was higher than the recommended 0.7 

meant that the instrument was reliable enough.  
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3.8. Data management and analysis 

The successful collection of the data will be followed by data coding before being 
entered and analyzed in the computer using the Statistical Package for Social Scientists 
(SPSS 19). The univariate results will be presented using tables and graphs. Different 
however the influence of financial and non-financial services on sustainability will be 
established using Pearson’s chi-square analysis. The open ended questions which will 
contain qualitative data will be analyzed using a narrative approach. 

3.9. Ethical Considerations  

In this study, voluntary participation was considered after presentation of a consent 
note before participation. Privacy was ensured by using identification numbers instead 
of respondents’ names or household names. Most importantly, the respondents notified 
that the study was for academic purposes and anonymity as well as confidentiality of 
the responses was maintained. 

3.10. Limitations in the study 

During the research field study, a number of challenges were encountered.  

In the first instance, the respondents were busy to comfortably respond to questions as 
posed in the research instruments as they were carrying out daily routine work. In this 
case, persistently seeking repeated appointments proved helpful. 

The other challenge witnessed was the reluctance of some respondents to complete the 
questionnaires promptly. In this case, the researchers ensured patience and direct 
involvement for completion.   

 

4. Empirical Findings, Analysis and InterpretationIntroduction 

All analysis was performed using a frequency table. The Treatment group is defined as 
households that are not subscribed and Control group as households that are 
subscribed 

4.1. General background information of the households 

Given the nature of the households that were sampled in the study being semi-urban or 
rural based, it was imperative to understand their standard of living, source of 
livelihood, House hold head status and level of education. The information is necessary 
to understand the economic status of the respondents with reference to their ability or 
inability to subscribe to a health insurance scheme 
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Table 3 - Household insurance status 

Status Frequency Percent 

Households subscribed to health 
insurance 

114 52.5 

Households not subscribed to health 
insurance 

103 47.5 

Total 217 100.0 

source: primary data 

In the study, out of the 217 households those that had members covered under a health 
insurance scheme were 114 (52.5 %) and those that had no health insurance were 103 
(47.5)  

The insured respondents are distributed amongst the health schemes of Kitovu, 
Katimba and Nkoni. 

 

Table 4 - Housing characteristics of the households 

 

source: Primary data 

Table 5 - livestock kept by respondents 

 

Source: Primary data 

18
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185
1

7
2

Grass/papyrus/banana leaves/fibers/ polythene…

Iron sheets

Tiles

Frequency

None of the listed      
29%

47

46

62

None of the above

Chicken/turkey/ducks/other birds

Goats/sheep/pigs

Cow/bull/cattle

Frequency
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Table 6 - Household head characteristics 

 

Source: Primary data 

Household heads comprised of men (or husband) at 42%, followed by women (wives in 
the household) at 30.6%, wives (or single mothers) 14.2%, representative (or care taker, 
next of kin) 11.9%, others 0.9 (these are mainly persons living alone/not married), and 
grandmother 0.5%. 

In contrast of the household head dynamics, the main income earners from the 
households of the respondents constitute 64.4% (141/219) and 35.6% are not the main 
income earners (78/219). 

The findings of main household income earner to household head with reference to 
Hofstede’s model of Cultural Dimensions addresses the issue of the degree of 
interdependency a society maintains among its members in the East African setting. 
This is manifested in a close long-term commitment to the member 'group', be that a 
family, extended family, or extended relationships. Loyalty in a collectivist culture is 
paramount, and over-rides most other societal rules and regulations. The society fosters 
strong relationships where everyone takes responsibility for fellow members of their 
group. 

The highest level of education attained by the household respondents’ ranks with 
University/tertiary at 39%, followed by primary at 22.1%, Ordinary level-secondary at 
18%, Advanced level- secondary at 7.0%, No education at 12% and others at 1.4% 
(Includes Diploma and Certificates). The dynamics of the education levels is essential in 
understanding the relationship between awareness, perception, general practices of 
people and the main means of financing health insurance. 
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Table 7 - The main occupational activities of the households (subscribers and non 
subscribers of a CBHI) 

 

Source: Primary data 

The information of occupation/income sources of the households is important to 
understand the main means of financing, ability to pay and the likelihood to default on 
payment for the insurance. Majority of the households reported farming (subsistence) 
(40.6) as their main source of income, Employment/salary (36.6), Trading (9.6%), Self-
employed professional/consultancy 4.1%, others (casual laborers, 
transporters/motorcyclist, clergy) 11.0% and the unemployed 1.4%. 

 

Table 8 - The months of the year when household income is highest 

 

Source: Primary data 

The months of January, September, October and November depict the periods 
households have low income levels. These are mainly seasons of dry spells or 
intermittently-preparing the gardens or planting periods by farmers as it is mentioned 
that majority of the household’s mentioned farming as their main source of income. 
This implies that they periods when premium collections are low or the households are 
unable to allocate enough resources for insurance premium pay. 
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The months of May, June, July and December are the months when majority of the 
households have more income. The above months are referred to as harvest seasons 
which are the best times for premium collection. 

Given the dynamics between seasonal earners (farmers), business owners (these also 
rely on seasonal boom in business) and the salaried respondent, ONLY 13.0% of the 
households can afford to pay all year round. 

However, its noted that 67.6% of the households are much comfortable to pay the 
insurance premium as wholesome once a year as compared to bi-annually at 15.7%, 
quarterly 12.7 and monthly at 3.9% (Table : 6) 

The households subscriber did not select the months of August and September and only 
3 households selected April, March and October as periods of ability to pay with the 
vast majority willing to pay premium in December 24.8%, January 29% and June 20.4 %. 
(Table: 7) 

It should be noted that majority of the subscribers in the study reported to have paid up 
their insurance premium for the previous year at the rate of 88.7% (N=115) 

The findings thus show that the best period for premium collection/renewal is 
December for the next period and June for those who have uncleared balances. 

Table 9 - Frequency of the installment payments made by households that are 
subscribed to a CBHI scheme 

Source: Primary data 

Table 10. Periods of ability to pay premium by household subscribing a CBHI 
schemes 

 

Source: Primary data 
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Household of installment payments frequency Percentage of responses 

Once per year 67.6 

Once in every six months 15.7 

Once in every three months 12.7 

Once a month 3.9 

Total 100.0 
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With respect to awareness about CBHI, it was important to understand whether the 
non-subscribing households had information about CHI and what was their source of 
information with a comparison to the level of awareness of the subscribing households. 

The findings in Table 8 show that majority of the non-subscribers (89%) are aware about 
Community health insurance compared to the 10.1% who are not aware.  

In table 9, its observed that the non-subscribers and the subscribers share a common 
source of information about CBHI given the fact that the sources of the information 
appear to be credible for given the source of information being place of worship, 
Friends, Health workers and scheme volunteers, media, local leaders with majority of 
the households owning at least a communication gadget. 

These findings are important to understand how best to disseminate information and 
market /deepen the reach of CBHI services to the unsubscribed communities. 

In this regard, community micro-insurance awareness can be effective by building trust 
mechanisms in communities resulting from close relationships between members for 
faster uptake and penetration. 

The use of specialized micro-insurance agents (those selected and trained for marketing 
to only the low-income market) is also significant, along with the distribution through 
financial products such as loans and savings. 

Table 11 - Awareness about Community Health Insurance Scheme in the Community 
by the non -subscribing households 

 

Source: Primary data 
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Table 12 - Comparison of the major source of information about community health 
insurance by the non-subscribers and the subscribers 

 

Source: Primary data 

 

Table 13 - Available household communication gadgets 

 

Source: Primary data 

Given that majority of subscribers mentioned their source of information being the 
scheme staff, health centre and field officers (Table 9), The CBHI scheme office/health 
centre (i.e. Kitovu hospital in Masaka, Katimba Health Centre III in Ssembabule and 
Nkoni Health Centre III in Lwengo district) are a short distance away from the 
homesteads of the subscribers. 
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The percentage of subscribers reported living within a radius of 2kms from the health 
scheme office at 32%, 2kms to 3kms at 31%, 3kms to 5kms at 27% and beyond 5kms at 
10%. (Table 11) 

 In contrast, the distance of the subscribers that live within a distance of 2kms from the 
health facility is at 32%, 55.7% who live within 2kms-5kms and more than 5kms from 
the health facility 12.2%. 

The findings show that there is a close relationship between distance and insurance 
subscription coverage; it’s thus imperative to have the health scheme office and facility 
within a close vicinity of the insured or target group for better dissemination of 
information, processing of insurance policies, premium collection and access to 
treatment. 

In the long run, it’s better to have the health scheme office and the health centre at the 
same location as it will result into low administrative costs and transaction costs by the 
scheme office and the subscribers as well. 

 

Table 14 - Distance of subscribers from their residence to the scheme office/health 
center and available means of transport 

 

 

 

Source: Primary data 
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The findings showed that the health needs of the non-subscribers and the subscribers 
are the same (Table 12) and both groups attributed their intention towards joining a 
CBHI scheme to financial protection against the cost of treating illness.  

 

Table 15 - Health services subscribers and non-subscribers wished to be covered 
against under CBHI scheme 

 

Source: Primary data 

Under the distribution of household members subscribed to CBHI scheme (Women, 
Men, and children), it is also noted that, households having more than 5 adult members 
had less members covered under the scheme particularly at 0.9 % for women, 4.7% for 
men and for children below 18 years at 6.5%. (Table 13) 

However, majority of the subscribers at 88.7% had managed to pay up their health 
insurance premium. 

This trend shows how large households are unable to take up insurance schemes due to 
low incomes/savings (sometimes no savings at all) or may default in premium 
renewals in future. With this regard, flexible payment mechanisms should be 
incorporated in the scheme e.g. weekly or monthly and discounts be offered for group 
enrolment for the scheme. 
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Table 16 - Number of people in subscriber household under CBHI scheme 

Number of insured 
people living in the 

household 

Women 

 

Men 

 
Children less than 

18 years 

 Frequency % Frequency % Frequency % 

0 21 19.6% 36 33.6% 32 29.9% 

1 55 51.4% 55 51.4% 14 13.1% 

2 18 16.8% 7 6.5% 13 12.1% 

3 2 1.9% 2 1.9% 25 23.4% 

4 1 0.9% 0 0% 10 9.3% 

5 1 0.9% 5 4.7% 7 6.5% 

More than five 
people 9 8.4% 2 

1.9% 
6 5.7% 

Total 107 100% 107 100% 107 100% 

Source: Primary data 

It was thus important to understand how household that is not subscribed or 
subscribed but have other members not covered by CBHI scheme managed to get 
treatment 

The findings showed that during the period of the study,  80.8% of the respondents 
reported having fallen sick the previous month and the common sicknesses were 
Malaria 75.4%, Diarrhea 0.8% and Others at 23.8% (these include chicken pox, 
hypertension, Diabetes, Eye infection, fever, flue and cough, stomach ache, paralysis, 
typhoid). 

Most of those who fell sick sought treatment from health facilities (these included 
Public, private and Private Not For Profit hospital) at 98.2%, and the rest used 
traditional medicine provided by relatives or friends. 

Thus most of the respondents (63.8%) had to meet the cost of treatment and the rest 
(36.2%) did not have to meet the cost.  The payment modes involved; payment by 
employee but was reimbursed by employer (2.4%), Paid out of pocket to the health 
facility (60.8%), Health insurance (23.2%), Installment (2.4%) 

Others i.e. bills paid by the congregation, Services were free, employer paid (11.2%). 

It should also be noted that most of people paid their health costs from their own 
income (74.5%), and a smaller percentage had their payments waived off especially at 
Government (public health centre), friends and relatives had to intervene or had to take 
loans.  
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Interestingly a 46.3% of the respondent said they found it easy to pay compared to 32.2 
who said it was not easy and 21.5 who were not sure. 

Table 17 - Other means of Financing Health Care Services by Households members 

 

Source: Primary data 

In order to understand the general perception of people about Health Insurance, the 
households (both subscribers and non-subscribers) were asked several questions to help 
assess their perception about health micro-insurance and the reasons for uptake of the 
scheme were various with; the statements regarding to quality of care featuring most 

These findings can be related to awareness about CBHI and various reasons why the 
subscribers gave for joining the scheme 

The households (both subscribers and non-subscribers) agreed that seeking treatment at 
health facilities is due to; 

 Technical quality of care; in terms of treatment being effective for recovery and 
cure (85.8%), quality of drugs is good (84.8), the provider makes a good diagnosis 
(74.3%), the doctors do a good clinical examination (78.1),  

 Service delivery adequacy in terms of; the doctors for women are adequate (56.9), 
medical equipment is adequate (79.4%), the rooms are adequate (87.3%) 

 Majority of the respondents (94.3%) agreed that financially they are able to benefit 
through saving money from paying hospital bills (74.5%) and they will also not 

need to borrow money for hospital bills (72.6%) 

 The CHI is convenient due to the office location (85.8%), opening hours (85.8%), 
collection of insurance cards (84.9), fair premium package and registration office 

However, the respondents noted and agreed that; 

 Service Provider attitude must improve (46.2%) and availability of drugs should 

be improved (52.8%) 
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 Opinion leaders in community have little effect on their decision to enroll (25.5%) 
but experience of others with health insurance affected the decision to enroll at 
30.5% 

 Community health beliefs & attitudes like “Health is a matter of fate (in the hands 
of God) and insurance cannot help them deal with its consequences” (12.5%), 
Buying insurance may bring bad luck and illness (11.4%),Health insurance is 
about gambling (you pay you do not get sick so that is money wasted)-17.3% 

With the positive perception about benefits of CBHI scheme, household heads (both 

subscribers and non-subscribers) were asked about their willingness to enroll or enroll 
more members into the scheme. Majority agreed they are willing to enroll/continue pay 
for other household members in the community-based health insurance scheme (92.5%) 
and a minimal number (7.4) disagreed. 

The payment dynamics of those who were willing to enroll and enroll other members 
from their households made it important to know the amount of money the respondent 
was willing to commit for CBHI.  

However, caution should be exercised given the different income sources.  
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Table 18 - Perception of households (both subscribers and non-subscribers) on CBHI 

Technical quality of care Frequency Percent 

Very good technical quality of care is provided 56 54.9 

Good technical quality of care is provided 46 45.1 

Total 102 100.0 

Service delivery adequacy Frequency Percent 

Very good technical quality of care is provided 49 48.5 

Good technical quality of care is provided 49 48.5 

Poor technical quality of care is provided 3 3.0 

Total 101 100.0 

Benefits of community health insurance scheme Frequency Percent 

CBHI is very  beneficial 97 92.4 

CBHI is very  beneficial 8 7.6 

Total 105 100.0 

Convenience of community health insurance scheme Frequency Percent 

Community health insurance scheme is Convenient 102 96.2 

Community health insurance scheme is not Convenient 4 3.8 

Total 106 100.0 

Service Provider attitude Frequency Percent 

Poor attitude towards CBHI service provider 52 49.1 

Good attitude towards CBHI service provider 54 50.9 

Total 106 100.0 

Influence of peer pressure Frequency Percent 

Peer pressure does not influence my decisions about CBHI 83 79.0 

Peer pressure influences my decisions about CBHI 22 21.0 

Total 105 100.0 

Community health beliefs & attitudes Frequency Percent 

Community health beliefs & attitudes on CBHI are positive 81 77.9 

Community health beliefs & attitudes on CBHI are negative 23 22.1 

Total 104 100.0 

Source: Primary data 
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Despite the various challenges with income generation, the willing members mentioned 
the following number of members (Table) of their households they were willing to pay 
for (without the considerations for age or gender).  

Table 19 -  Number of Household members to be enrolled under CBHI scheme 

 

 

Individually, 9.0% the respondents were willing to pay between 50,000/= to 100,000/=, 
32.5% between 30,000/= and 50,000/=, 44.9% between 15,000 and 30,000/=, 13.6% less 
than 15,000/=.  The average amount they are willing to pay individually is 48,750 shs 

In comaprison, the respondents were willing to pay for their household members the 
minimum amount of 30,000/=  and maximum amount  of 120,000/=. The average 
amount they are willing to contribute for household members is Shs.20,975.31. 

However; it is also important to note that those not willing to enroll for the scheme gave 
the following reasons; 

 Because all the services are catered for by Kitovu and other health centres 

 Because I do not have the funds/they are expensive for low income earners 

 Because the organization/workplace is catering for the health services 

 Confidential 

 I am short lived in Kitovu 

 It is mainly for those with chronical illness 

 The healthy centers used in CBHIs are not all that good for complicated health 
conditions. 

 They do not give proper treatment 

 They too stay far from the scheme offices and health centre 

 Because it tends to start off well but it diminishes with time 

 They can afford to pay for treatment 

Zero 
9%

One to four
58%

Five 
13%

Above six 
20%
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The households (both subscribers and non-subscribers) were asked to make comments 
about community-based health insurance scheme. As expected, they made comments in 
relation to finance, convenience and quality of service as follows;  

Referrals are expensive 

The premium paid is too high and should be reduced. “Giving high bills to the 
patients [is the reason] which forced me to go out of the  scheme” 

Services should be of good quality healthcare, providers should have better quality 
of care and medicines should be available to patients. “Doctor should be introduced 
in Katimba HC, blood should kept in the hospital, awareness and educating 
members should be introduced so that members should join the scheme” “Electricity 
should be installed in the hospital so that blood should kept in the hospital….  
Surgeon doctor should introduced” 

“While being discharged it is really difficult to get medicine. The attitude of the 
receptionist is really very bad” 

The program is good and people appreciate it “CBHI schemes are more important 
and vital to low income earners since they can easily and quickly access with care of 
good quality” 

There is need for training and awareness programs to enlighten people about CBHI 
schemes and benefits 

The card is not user friendly, it is too big to carry 

Identity cards should be provided to each member but not one card for the whole 
family.  

Full time doctors should be brought in Katimba Health Centre III 

If it can be extended to other places especially to rural areas where people have 
failed to secure healthy services 

Government or NGOs should subsidize the premium paid by members  

Other providers need to be included e.g. Byansi clinic (Medical services) 

In case the expenses exceed my premium the organization should not charge me the 
extra costs because a year can elapse without me getting sick and yet there are no 

funds 

In case your bill exceeds your premium why is the person charged that extra amount 
yet when your bill does not go beyond your premium you are not refunded 

Insurance scheme should make a provision to pay for services acquired / accessed in 
other health services 
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Involving local leaders into sensitization of the scheme. Tense sensitization of the 
community 

Members should have been given something to generate income like motorcycle 

More people should be recruited into the scheme 

More research should be carried so that people pay money according to other status 

Most times when organizations wants people to join the scheme. It tends to operate 
effectively and people are invited to join but it changes all of the sudden 

People are not comfortable with the co-payment per visit (5000) yet some fall sick 
once per year. The insurance should be comprehensive 

People should be educated on the operations of the scheme so that they can join the 
scheme having full understanding of benefits 

Some drugs are out of stock and it requires you to pick from your pocket to pay such 
drugs. Hence need to improve it. Even the premium of 150,000 is too little to cover 
the illness hence need to revise it. 

The field workers should go to the villages to teach people about the importance of 
enrolling in the scheme. 

The hospitals in the scheme lot should be put up to date before insuring people 
because facilities are not the best. 

The money should be permanent 

The number of 350 members that are needed for the group to start is very many 

The nurses should treat the patients with a lot of care 

The old scheme patients were ordered to buy medicine for themselves yet they had 
paid for the drugs 

The scheme has to bring up more insurance policies because people may need the 
like whole life annuity 

The scheme should also include non curable diseases on the list of its operations. 
More awareness should be done so that more people are aware of the scheme 

Why is it that one person pays 60,000/= as for a group 

Why is it turned into community based or it was to attract more customers? Is it the 
same as save for health?, if it is the same, the cards should be improved, at least for 
the staff and one for the beneficiaries 

 

Summarily: 

 The premium is too high 
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 Drugs/medicines are not available all the time 

 Referrals are expensive 

 There is need for sensitization so that people understand premium, co-payment, 
and package of services covered by the premium 

 Health workers are not sufficient – especially medical doctors 

 

6. Summary of Findings, Conclusion and Recommendations  

The need to mobilize resources for Health Care in Africa remains a serious unmet 
challenge. As demonstrated clearly by Matul, Leppert and many other authors it is 
(almost exclusively). 

In Uganda, more than in neighboring countries, expenses for Health are paid out-of-
pocket and other private sources. In contrast spending of Government for Health is 
lowest in East Africa. This generates a scenario that leaves the low-income members of 
society to fend for themselves. It is in this setting that Community-based initiatives 
attempt to ease the burden of the “poor”. 

Community-based Health Financing Schemes that need to reach out to the low-income 
sector members of society who mainly earn their income in the informal sector still face 
the up-hill struggle characterized by inherent limitations, e.g. the failure to achieve 
numbers, lack of relevant skills.  

The limited ability to pay by the target group is another factor that severely restrains 
full cover of Health related expenses. 

In Uganda, self-help groups, commonly known as VSLA’s and SILC’s, focusing on 
mobilizing resources for promotion of economic activities have drawn approximately 
one million members. These groups entertain a fund for non-economic, but essential 
expenses – most of them constitute expenses relating to health. If pooled these small 
moneys could build the base for community-based health financing on a larger scale 

 

6.1. Awareness 

Therefore it is important to note that transaction costs can be lowered by community 
involvement in administration, information and management 

Volumes grow faster with these products, but premiums are lower and sales are limited 
to linkages with other microfinance products. 

Passive channels can dramatically reduce costs and expand access. However, expecting 
low-income people to actively seek out micro-insurance without any face-to-face 
explanation of the product may not lead to high sales. Traditional insurance is said to be 
“sold and not bought”. In most countries in Africa, this idea is even more accurate for 
micro-insurance.  
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Thus, the success of passive channels will require a major effort in broad consumer 
education, strong marketing, and a hybrid model where some face-to-face interaction is 
used for making sales. Following this initial effort, subsequent communications and 
transactions might be conducted through passive channels. Ongoing experiments in 
South Africa and Kenya will provide more information on what can be expected of 
passive channels. 

 
6.2. Health products face difficulties in achieving profitability even though some 
benefit from direct subsidies. 

In health micro-insurance, operational costs are high due to the complexity of the 
product’s processes, and 26 per cent of premium incurred may not be enough to cover 
them. 

To contain costs, CBHI will have to voluntary workers for the administrative tasks of 
the scheme. 

Considering the limited outreach per CBHl, financial viability of CBHI schemes comes 
into question. In addition, reinsurance mechanisms are almost non-existent for 
comprehensive health products (except for guarantee fund mechanisms in some 
networks), and catastrophic events can have a significant impact on the sustainability of 
these schemes. One of the reasons for the low profitability of CBHI is their low 
premiums. This premium level is a result of CBHIs’ commitment to serve low-income 
people within their capacities to pay – however, it makes the schemes financially 
vulnerable. Without much profit margin, CBHI struggle to add operational costs into 
the premium and administrative costs are often borne by volunteers.  

As profitability is a challenge for some products that target poorer groups, the question 

of subsidies naturally arises: do low-income people have to support the total cost of the 
premium to benefit from a decent coverage, or should the government or external 
donors cover part of the cost? This question is especially relevant for products such as 
health or agriculture, where governments in developed countries have traditionally 
played a subsidizing role. Interestingly, 24 per cent of all survey respondents reported 
having benefited from explicit subsidies. Donors who are active in the field of micro-
insurance mainly support CBHI schemes or microfinance institutions. Few of them 
subsidize premiums directly; instead, they subsidize operations. 

Profitability is a key challenge for micro-insurance: stakeholders agree that serving the 
low-income market is both a social commitment and a tremendous opportunity for risk 
carriers to find new markets. But in order to convince players to actively enter this new 
area, the profitability of the sector must be proven. The findings from the study show 
that micro-insurance can be profitable, mainly in cases where simple processes and 
infrequent risk minimize administrative costs, enabling lower premiums, such as credit 
life products and inpatient health covers.  
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Reducing operating costs by finding efficiencies remains one of the key challenges for 
micro-insurers on their way to profitability. In this respect, information technologies 
open up new opportunities.  

All in all, micro-insurance is still a young industry and needs more volume and 
innovation to profitably sustain its growth. The future of technology in micro-insurance 
lies in bypassing obsolete ICT models and leapfrogging directly to the Internet. Using 
the latest mobile applications to access innovations like shared software as service 
platforms will reduce operational costs and make micro-insurance more financially 
viable. 

6.3. Conclusion 

This study agrees with Matul (2010), that lack of access to good risk-management tools 
leaves low-income households in Africa highly vulnerable. National social security 
systems are absent in most African countries, and informal mechanisms that people use 
to deal with risks offer limited protection.  

Failure of existing mechanisms presents a huge opportunity for micro-insurance to 
decrease the vulnerability to risks of low-income households, unleash their productive 
potential and smooth their way out of poverty. Market-based approaches make it 
possible to deploy micro-insurance in a quick and responsive way, filling the gap over 

the medium-term until governments extend comprehensive safety nets to low-income 
households. 

The micro-insurance market in Africa is definitely attractive for private sector, which 
already covers more than half of the insured’s in this market and collects almost 90 per 
cent of the premiums. Though the government of Uganda talks much about health 
insurance, its realization seems not to be immediate. 

It is critical to create an enabling environment that both protects consumers and allows 
providers to innovate and reach scale. This can be done through constant education and 
awareness creation. Educating consumers, building trust and simplifying products are 
among key strategies that should be embraced. 

We still need to learn how to make micro-insurance a viable business. Increasing scale 
and risk pools will contribute to this end. Yet, there is still much that needs to be done 
on the supply side to increase client value and product profitability.  

6.4. Recommendations 

 Distribution – consolidating current experiences with MFIs and other financial 

institutions as well as identifying other delivery channels that are trusted, can 
reach volumes, and have appropriate systems and incentives. 

 Efficiency – using information and communication technologies to improve 
efficiency while simultaneously undertaking a more traditional mapping of 
business processes to identify gaps and trim the fat. 

 Human resources – designing effective training and human resource management 
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to translate intangible assets – insurance professionals with development lenses – 
into tangible results. 

All in all, massive growth of micro-insurance is contingent upon creating solid 
foundations. Enabling environments, a diversity of providers, a demand revolution, 
new distribution channels, improved efficiency and human resource management – not 
all can be done by providers themselves. Donors and governments must support the 
efforts of providers, creating a coordinated movement to provide tools that will help 
low income groups manage risks and lead safer, more stable live. 
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