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‘' SECTION 1

1. OPENING REMARKS
OPENING REMARKS BY FACILITATOR/CHAIRMAN

Professor G-C. M. Mutiso, the Facilitator/Chairman
of the Workshop opened the occasion by welcoming all
those present. He reiterated that his role was to co-
cordinate the deliberations and assist the
participants in coming up with tangible resolutions
for the betterment of the Corporation’s performance in
general. He then invited the Managing Director to
formally open the Workshop.

OPENING SPEECH BY THE MANAGING DIRECTOR

The Managing Director Mr. W. N. Mbote thanked
Professor G-C. M. Mutiso for availing himself both as
a Facilitator and Chairman of the Workshop. He
proceeded to introduce him to the participants after
which he elaborated on the objectives of the workshop
namely

L2 To review what has transpired since 1991
when the Senior Management held a similar
Workshop last.

1.2.2 To determine whether the targets set during
the 1991 Workshop have been achieved or not
and the reasons thereto.

1.2:3 To project to the future after reviewing the
Corporation’s performance during the last 4
years taking into consideration the
prevailing conditions which Imelude
stringent structural adjustment programmes,
liberalization of the economy, the impending
phasing out of the 25% compulsory cessions
currently enjoyed by the Corporation over a
4 years’ period, the reguirement that the
Corporation increases its paid up share
capital from the present level of Ksh 150
million to Ksh 500 million by 1996, the
inevitable privatization of Kenya
Reinsurance Corporation, stiff competition
from the newly incorporated reinsurance
companies namely; East Africa Reinsurance
Company Limited and Zep Re, major trade
openings in South Africa following its
independence, reconstitution of East African
Community, political <conditions within
Africa and the world as a whole.
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1.2.4 He further said that he was personally in
favour of the withdrawal of the 25%
compulsory cessions currently enjoyed by the
Corporation so 1long as the Government
accords the Corporation an opportunity to
operate commercially in a level playing
field with its competitors.

1.2.5 This would entail restructuring Ehe
organisation to include hiring the right
calibre of staff who would be competitively

| remunerated. :

He reiterated that withdrawal of the
compulsory cessions without relaxing the
present Government controls would be futile
and to the detriment of the Corporation as
a whole.

1.2.6 On diversification, he proposed to the
participants that they should in their
deliberations explore other alternative
avenues in which the Corporation can invest.
He singled out Zim-Re of Zimbabwe which has
branched out to . underwriting direct
insurance business through one of its

subsidiaries.
1.2.7 He proceeded to report that Kenya Re was one
of the Parastatals earmarked o

privatization by the Government and appealed
to the participants to «come up with
recommendations towards realizing this goal
instead of wailting ftor Government
directives. Such recommendations should
include floatation of shares to the public
or Insurance Companies e.t.c.

1.2.8 \ He recorded is concern over the colossal

| underwriting losses that the Corporation
continues to register in its core business
in particular on Motor Insurance due to
‘escalating car theft incidents and high
court awards and requested the
participants to come up with suggestions
that would assist in changing the
revailing scenario.

1:2:9 On Personnel, he recorded his
satisfaction with the job evaluation
exercise recently conducted by the
Directorate of Personnel Management at the
Corporation’s request and reported that
the Directorate was in the process of
finalising the report which upon
completion will bevailed to the
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Management for deliberation and/or
implementation as deemed fit.

He reported that the views so far gathered
indicated that the Corporation was
overstaffed hence there was need to review
the staffing levels and determine whether
the Corporation needs all the employees
currently in the establishment or less.

1.2.9 He closed his address by appealing to the
participants not only to be. open and frank
in their deliberations but also to come up
with tangible resolutions that will assist
the Corporation in realising its mission.

1.3 The salient points were discussed and the following
noted: -
1.3:1 That Kenya Reinsurance Corporation being a

| non-strategic parastatal was bound to be
privatised, hence the Management should
embark on an exercise of determining how
best to go about with the privatisation
and advise the authorities accordingly
instead of waiting for directives from the
Government.

1.3.2 That the Corporation cannot be privatised
in its present status hence there was need
for enactment of an enabling statute by
Parliament to facilitate the exercise.

1.3:3 That with the proposed phasing out of the
25% compulsory cessions over a 4 years'’
period, the next 4 years were critical for
the Corporation in so far as its
privatization, restructuring, staffing and
future operations were concerned.



I

¢ g
SECTION II
2. PRESENTATION BY  PROFESSOR G-C.M.  MUTISO  TITLED

"PRIVATIZATION, SURVIVAL AND EXPANSION OF KENYA RE:
ENVIRONMENT ISSUES"

2.1 Professor G-C.M. Mutiso’s paper titled "Privatisation,
Survival and Expansion of Kenya Re: Environment Issues"
copy of which was circularized to all participants was
tabled.

2.2 Professor G-C.M. Mutiso then proceeded to elaborate on his
paper and the following pertinent points were noted:-

22l That with the impending phasing out of the 25%
compulsory cessions currently enjoyed by the
Corporation over a 4 years period, there was
every need for the Corporation to diversify its
operations into other areas, e.g. floating a
direct insurance underwriting company, if it were
to survive 1in the already liberalised market
economy .

2252 That there was need to restructure the
Corporation in order to increase its efficiency.

2.2.3 That Kenya Re’s problem was primarily that of
long term strategic planning which includes
targeting the wvarious age dgroups namely the
currently economically active group (ages 30 to
64 years), the intermediate active group (ages 20
and 29 years) and the currently inactive group
(ages 15 and 19 years) who form 11% of the
population and will get into the market in the
next 10 to 15 years. The targeting can be done
through sponsorship of various activities within
Schools, Colleges and Universities hence creating
awareness of the organization and its
products to them at minimal cost.

2.2.4 That under the current prevailing harsh economic
conditions 1likely to improve at dismal growth
rate in the next 4 years, it was imperative for
the Corporation’s survival that it engages 1in
aggressive marketing coupled with efficiency and
reduction in its operating costs primarily
through cutting down on staff and shedding off
non-performing assets. Possibilities oL
purchasing a company with existing direct
insurance portfolio should also be explored.

2.2.5 That the performance of the Corporation in
particular its profit margins as compared to
other entities of a similar nature were below par
and needed urgent boosting through aggressive
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marketing, improvement on efficiency and
reduction in operating costs.

That the Corporation was generally over-staffed
in particular in the lower cadre of subordinate
staff and clerks 1in non-income generating
Divisions, hence there was need for a thorough
restructuring including retrenchment in order to
bring the work-force to acceptable operational
levels.

Coupled with this should be clearly defined
performance outputs and penalties monitored
regularly, with the services of those failing to
meet the set targets dispensed with.

That there was a lot of office space wastage
hence a need to reduce the currently available
office space by 75%. With the reduction in staff
and space, the consumables within the Corporation
should reduce by 90%.

That there was urgent need for increasing income
generated from investments through  better
returns, competitive rents and endeavouring to
rent out properties to only those tenants who are
willing to pay high rents. Likewise
investigations should be done on financial
instruments: and those not performing terminated.

Diversification of investments should also be
adopted in order to realize maximum returns. The
Government should also be approached to grant
Kenya-Re opportunity to diversify its
investments.

Likewise Kenya Re should improve on debt
collection through setting specific targets on
daily, weekly, monthly and quarterly basis.

That the Corporation should commence aggressive
marketing and set sales targets for each
respective Manager. Coupled with this should be
prudent underwriting and handling of claims.

That the Corporation should aggressively explore
other avenues of diversification in particular
acquisition of a direct underwriting insurance
company as its subsidiary. Singled out is Kenya
National Assurance Company Limited which is in
dire financial straits and will inevitably need
to be privatized. The proposal if adopted would
prove to be attractive to both the Structural
Adjustment Programme movers and the Government of
Kenya since it will save them from double
handling.
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2.2.13

2.2.14

2:2:15

The Corporation needs to reduce the levels of its
organisational chart through regrouping of
departments and their functions hence creating a
more democratic and efficient way of
communication without unnecessary bureaucracy
which in the long run proves to be a bottleneck.
This adoption should tighten supervision and
reporting levels hence allowing for daily,
weekly, monthly and quarterly checks on
performance. The on going computerization should
facilitate the process even better.

That Kenya Reinsurance Corporation should adopt
the policy of privatization through floatation of
shares to the public in order to protect against
privatization where large operatives end up
buying the Corporation. This is also in keeping
with the Government policy of distributing
ownership to indigenous nationals. If this
scenario is adopted, he proposed that 50% of the
shares be floated in 1998 when it is anticipated
that the 25% compulsory cessions will cease and
the proceeds utilized in acquiring Kenya National
Assurance Company Limited. The balance 50%
shares would then be sold to the public within
ten years.

That the Corporation should endeavour to acquire
data on all insurance and reinsurance companies
transacting business within the market including
intermediaries. Likewise the Corporation should
obtain data on staff establishment of each of the
insurance companies in order to be able to
compare each respective company’s staff structure
against its income vis-a-vis Kenya Re'’s, hence
facilitating proper planning, setting of targets
and remuneration levels including benefits in
line with other companies.

That the Corporation should review its policy of
investing immensely in real estate especially
under the prevailing economic conditions where
returns from such investments are not only dismal
but take time to realise since buyers with ready
cash are lacking. Costs of construction are also
prohibitive leading to properties being
overpriced, hence not attractive to would-be
buyers.

Coupled with this should be stringent lending
terms like those adopted by other financial
institutions and banks.

That the Corporation should under the leadership
of the Managing Director endeavour to charge
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the young upcoming Managers with the basic
restructuring and long term planning since they
are more aggressive and open minded, hence able
to bring to the task creativity not found in
the older Management.

That the Corporation should through its technical
department explore opportunities of developing
and introducing other attractive products within
the market such as policies covering rental of
houses, farm produce e.t.c.

That the Corporation should over and above all
adopt an aggressive training programme that will
ensure that 1t has the relevant calibre of
employees at all levels 1in order to ensure
efficiency to achieve its desired goals.

That the Corporation should expand its business
transactions into the region since there are
positive indications of developments within the
regions resulting in eventual generation of
insurance business.

points were discussed and the following noted:-

That with liberalization of the

economy, stringent Structural Adjustment
Programmes and the impending phasing out of the
25% compulsory cessions over a 4 years'’ period,
privatization of Kenya Reinsurance Corporation
was inevitable since it is a non-strategic
parastatal.

That with the phasing ocut of the 25% compulsory
cessions, it was imperative that the
Corporation starts exploring possibilities of
underwriting more facultative reinsurance
business.

That there will be need to reduce the
Corporation’s establishment once the mandatory
cegsions are phased out since tasks performed
by some of the Divisional staff will cease, in
particular collation of data based on
bordereaux submitted by the ceding companies.

That privatization of the Corporation under the
Companies Act Cap 486 of the Laws of Kenya was
not feasible in its present structure as
stipulated under Section 129 of the Insurance
Act Chapter 487 of the Laws of Kenya. Hence t
there will be need for the Parliament to enact
a law that will release the Corporation from
Section 129 of the Insurance Act in order to
facilitate its privatization.
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It was RESOLVED that the Corporation security
should study and review the matter and come up
with recommendations that will facilitate
privatization of the Corporation for
consideration by the Board of Directors and

for onward transmission to the Government. The
recommendations to include draft Memorandum and
Articles of Association of the proposed public
company .

That the Directorate of Personnel Management had
at the request of the Management carried out a
job evaluation exercise and that the Corporation
was now awaiting their report on the findings and
recommendations thereto.

On the strength of this, the participants
unanimously agreed that they would consider the
Corporation’s over establishment vis-a-vis the
recommendations therein taking into
consideration the possibilities of reducing the
workforce through retrenchment or otherwise.

It was however agreed that the Corporation was
over established especially at subordinate and
clerical levels hence need for restructuring.

That the Corporation was not only required to
exercise control on its expenses but also to
improve on its performance and efficiency in
order to enhance its profit margin.

That the Corporation should embark on aggressive
marketing and diversify its investments in order
not only to enhance its portfolio but also spread
risks.

That with the impending privatization there was
need for the Corporation to revalue its assets in
readiness for the exercise.

Meanwhile, it was RESOLVED that the Corporation
should transfer 1its various assets currently
registered under its subsidiary companies namely
WEDCO LIMITED and KENYA RE PROPERTIES LIMITED in
order to protect against ownership of such
properties Dbeing transferred to some other
individual wupon selling of the two dormant
companies by the Government.

That there wag need to review the office space
occupied by the Corporation with the primary
objective of reducing the amount of space
currently occupied and letting out the rest.

ngﬁizuﬂgj
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It was envisaged that with proper space
management two floors were more than adequate for
an operation such as ours.

That in the absence of commercialization of the
Corporation it was not feasible for it to
effectively compete with its competitors e.g.
East Africa Reinsurance Company Limited, Zep-Re,
Africa Re e.t.c., in a level playing field. In
particular the participants singled out the low
emoluments payable to staff as compared to what
other competitors offer.

Stringent trading measures incorporated by the
Government through the Insurance Act Chapter 487
of the Laws of Kenya and other controls thereto
also hinder its operations.

Hence the participants RESOLVED that the
Government should be requested to c¢reate an
enabling environment within which the Corporation
will be able to compete with its competitors on
a level playing field without any incumbrances.

That the Corporation should create a Marketing
and Business Development Division and set job
targets based on well defined activities.

That the Board of Directors should as an
incentive improve on those areas of the terms and
conditions of service within its premise e.g.
Pension Scheme, medical facilities - in
particular facilitating credit facilities to the
staff, other job enrichment exercises, such as
provision of loans for acquisition of plots,
shambas e.t.c. provision of staff canteen at
gubsidized rates, salary advances, merit awards,
excellent communication to keep the employees
fully abreast with the operations of the
organization and provision of flowers for the
gick .

That the possibilities of the Corporation having
some Executive Directors be explored.

That the Corporation should adopt strategic
planning with each Division being a profit centre
hence setting its own targets, budgeting,
controlling its finances and being debited for
all its expenditures.

That the Corporation should endeavour to realise
its Corporate mission which is "to become an
internationally recognized and successful
reinsurer within the motto of providing
reinsurance security worldwide".
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2.3.16 That the Corporation should explore ways and
means of reducing its exposure on loss making
business. Singled out was the motor vehicle

insurance portfolio which continued to record
colossal losses due to escalating motor vehicle
theft incidents and high court awards.

2.3.17 | It was noted that the Corporation was owed
\colossal sums of money by the market and RESOLVED
that the participants should embark on aggressive
debt collection exercise supplemented by
stringent credit terms for defaulting debtors
such as levying commercial interest rate on any
outstanding sum of money owed.
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SECTION III
3. JOB EVALUATION EXERCISE

3.1 The Facilitator and Chairman welcomed Mr. J.W. Wachira,
Senior Assistant Director, and Mr. H. Ogega, Assistant
Director, both from the Directorate of Personnel Management
to the Workshop and asked them to address the participants
on the Job Evaluation exercise they were undertaking.

Mr. J. W. Wachira, then proceeded to' thank the Management
and indeed the Corporation for inviting them to carry out
a job evaluation exercise and the co-operation they were
accorded. He reiterated the Directorate’s appreciation for
the confidence bestowed upon them by the Corporation by not
only being invited to carry out the job evaluation exercise
but also to participate in the workshop.

He then proceeded to make his presentation which comprised
of a general overview and general observations as follows:

3.2 GENERAL OVERVIEW

e Mr. J.W. Wachira reported that the Directorate of
Personnel Management was invited to carry out a
job evaluation exercise on behalf of Kenya
Reinsurance Corporation in October 1993 but did
not commence the exercise until February 1994.

The exercise, he reported, was based on terms of
reference as presented by the Corporaticn and
comprised inter alia, general interview with
staff on their duties, how they viewed Kenya Re'’s
performance and how best it could be improved

including its staffing structure. He recorded
his team’s thanks to Mrs. M.W. Chege, the Liaison
Officer who facilitated their work, the

Management for the facilities accorded, and staff
who participated in the exercise and turned it
into a useful forum for discussion.

He reiterated that they were generally impressed
with the participants for they not only avoided
personalizing issues but were open about
virtually everything including the fact that the
Corporation was over-staffed. Based on the
discussion, his team collected data which they
were currently analysing, looking at Kenya Re in
the past, present and future.

3.2.2 He proceeded to report that Kenya Re’s past
performance was excellent since the environment
was conducive with no competition and guaranteed
compulsory cessions.
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He reiterated that with the liberalization of the
economy and creation of a free market scenario
with a future which 1is competitive both by
default and design, adoption of a completely
different approach in order to be able to survive
was crucial.

He reiterated that competition was generally
healthy since it increased productivity and urged
the Corporation to venture into more areas of
reinsurance beyond the 25% compulsory cessions in
order to be able to compete effectively with
other reinsurance companies within the market.

3 52%3 He said that the strategies for realizing this
goal was re-organizatien coupled with redefining
of the Corporation’s objectives, stringent

controls and diversification.

The strategies should include redefining the
Corporation’s own in-house structural adjustment
programme more towards competition,efficiency and
maximum productivity. In short the Corporation
gshould be both introvert and extrovert.

He said his team had evaluated the organization
as outsiders from top to bottom provoking
comments and recommendations from within since
the solutions are within and on that premise
trusts that their report will be acceptable since
its findings were generated from within the
Corporation.

3.2.4 He reported that based on their findings, it was
obvious that the Corporation was overstaffed and
urged the Corporation to review their report upon
presentation and explore possibilities of
restructuring and retrenching on the basis of a
package within the available resources.

The restructuring, he reiterated should entail
examining the wvarious functions, analysing and
determining those that need to be grouped
together. Functions that cannot operate together
should not be integrated. He emphasised the need
for examining the organization, defining its
functions and then slotting people into it and
not the other way round, otherwise one creates an
amorphous organisation.

\
\ From the interview it was clear that staff morale
\was low.






