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Medical insurers ‘ill
health’ worries AKI
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BY LOLA OKULO
MEDICAL insurance continues to be a thorn in the
flesh for local underwriters
with recent industry data
showing a continued losing streak with a loss of
Sh650.3 million last year.
Premiums for medical
class of insurance stood at
Sh6.5 billion while net incurred claims were at Sh5.4
billion, the annual industry
report by Association of
Kenya Insurers stated. Consequently, the loss ratio for
medical insurance was at
83.8 per cent.
This ratio is calculated as
a percentage of the income
from premiums over total
claims. The loss ratio for
medical insurance has been
increasing every year, last
year it was at 81.5 per cent.
“Group life and medical
insurance continue to register disastrous results. The
genesis of this unfortunate
scenario is again premium
undercutting coupled with
imprudent
underwriting
practices,” said AKI’s executive director Tom Gichuhi.
During the period under review there were 14
licensed medical insurance
providers. Medical insurance whose premiums stood
at Sh8.90 billion accounted
for 14.7 per cent of the
Sh60.7 billion total gross
written premiums in the
non life category.
Out of the 18 composite
and general insurance firms
that offered medical covers,
only four made profits in
this category. The four are
GA Insurance, Jubilee, Mercantile and new niche entrant Real Insurance which
has cushioned itself by only
providing group medical

KENYA Airways has
acquired its first fully purchased Embraer jet which
was delivered on Saturday,
a boost to the airline’s ongoing fleet expansion.
KQ which mostly uses
the Brazil made Embraer jet
models for its Africa routes
said the new plane will help
meet the airline’s target
to fly to all the continents
capital cities by 2016. It
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concern: Tom Gichuhi AKI Executive director speaking to the media during the annual
report launch in Nairobi last week.
covers and not the more
costly individual ones.
“We will implore IRA
(Insurance Regulatory Authority) to go a step further
and prescribe underwriting
guidelines for medical insurance,” added Gichuhi.
Motor insurance class
was also a serial loss making class like medical until
recently when the IRA announced new measures to
reign in fraud and careless
losses under this niche.
The measures introduced
included a non claims discount rewarding careful

drivers who go a year without claiming with lower
premium rates.
The introduction of an
insurance fraud investigation police unit similar to
the banking fraud police
has also helped.
In January, medical insurance firm Resolution Health
increased its premium rates
citing higher doctors’ fees
and rise in cost of medicine
that have inflated operation
costs.
The company whose
loss ratio has been reducing over the last four years

said at the time that its
counting on competitive
but sustainable pricing of
its products to further reduce its loss ratio.
“If as an industry we are
willing to tame motor, medical and group life insurances, our industry would
not only register growth but
also profitability,” noted Gichuhi.
In the financial services
sector, insurance industry
performs poorly with a penetration of 3.02 per cent
in relation to the country’s
gross domestic product.
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currently flies to 46 destinations in Africa from its
Nairobi hub.
“The Embraer 190 is
a versatile aircraft suited
to our growth ambitions
on the African continent.
Given its mid-range capabilities, it aptly supports
our plans to fly new routes
and increase frequencies
on existing ones,” said
KQ chief executive Titus
Naikuni.
The national carrier will

now have a fleet of eleven
Embraer aircraft comprising a mixture of both E170
and E190 models.
“We are modernizing
and expanding our fleet
as we seek to consolidate
our presence in the African
airspace. This first fullyowned Embraer aircraft
signifies our commitment
to that goal,” explained
Naikuni.
He noted that the new
fleet would lead to fleet op-

timization by freeing larger
jets to operate regional and
continental routes, which
will translate into better
customer care and boosting
frequency of flights.
KQ has nine more
Embraer E190 aircraft
on order and will receive
one every month until the
end of its financial year.
The airline has previously
acquired Embraer aircraft
through either leasing or
debt-financing.

he week before last, we had driven through
Tsavo West, exited the park deep near the
Tanzania border, driven to Diani and thoroughly
enjoyed ourselves. In fact, the phrase ‘halcyon
days’ [ A period of calm, often nostalgic: “halcyon
days of yore”, “halcyon days of youth”] best described
that week. We saw elephants in the morning and in the
evening we were walking barefoot on the beach. I met a
fellow named Volcker who told me that If I came back in
February, he would take me swimming with the whale
sharks and I thought to myself, this is a blessed place
and if we marketed it right, the whole world would want
to come.
Then, last week, on the 27th of August, Aboud Rogo
Mohammed was shot on the always busy Bamburi Road,
not far from Pirates. This proved the spark that ignited
a tinderbox and I watched events unfold with trepidation. We now exist in a 24/7 always on world and for
a moment it looked like Mombasa was morphing into
Waziristan and tsunami of travel advisories would be
winging their way through the air.
Now as far I am concerned if you are throwing
grenades at policemen, you are a criminal. And the only
proper response to this kind of behaviour is an iron fist.
However, we also have to deal with a situation which
has a number of vectors. There is a sense of disenfranchisement and disempowerment, a sense that the Pwani
has not been in a win-win deal with the centre and this
evidently applies all along the Swahili Coast from Lamu
through Mombasa where the MRC slogan ‘Pwani si
Kenya’ is all over the walls in Likoni. I happen to believe
that the constitution is a game changer in redressing
this centre versus periphery dichotomy. There is a tool
kit in that document. We need to apply it without fear or
favour.
I first went to England in 1979 and within a few months
Margaret Thatcher had come to power. I remember that
her fundamental premise was that if you owned something you took a whole different attitude. She sold state
companies and council homes and created an ownership
society. You see when you have a stake you typically
don’t go around throwing grenades or burning things
down. We have to create a sense of empowerment and
enfranchisement otherwise the likes of Aboud Rogo will
always have fertile ground in which to spin their tales of
glorious martyrdom.
My concern remains that what appear like uncorrelated spikes and paroxysms of violence conflate, become
more broad based and amplify.
We need to craft a road map that effects economic
trickledown because whilst all our eyes were turned
towards the Rift Valley, The Pwani has been simmering. It
needs our full attention.
I leave you with this comment from Thomas C Mountain a journalist in Eritrea.
‘A future independent state in Mombasa has East
Africa’s busiest port, a 60,000 bpd oil refinery and the
world famous hotels, why do they need Nairobi?’

Shares go up and down and readers are advised that this
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