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Abstract

Nowadays, insurance cover is becoming a household name. For the past five years, demand
for insurance has increased and the fact that consumers are getting more aware about the

benefits that insurance cover brings with it played a major role in such an increase. However,
there exists a stratum of society, the poor society, where for one reason or another, insurance

does not seem to have an effect on them.

In this dissertation, | would be concentrating on the poor society and the availability of insurance
for these people. Throughout the research, | became aware of methods on how foreign
insurance markets managed to cater for the poor society. The poor society in Malta is
increasing and thus, certain actions need to be taken in order to attract these people to consider
an insurance cover. | would also be dealing with some recommendations that | felt the need to
be mentioned, in line with the research made about foreign insurance markets and their appeal

towards the poor society.

In order to complete this study, two research methods were used; a qualitative and a

quantitative technique. Such techniques helped me to understand the subject matter and to
analyze what must be done for such problem to be tackled. Questionnaires were conducted
which were mainly focused on the earned income and the perception of insurance amongst
respondents. Moreover, two interviews were carried out which helped me to understand the

poor society and their respective mentality.
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CHAPTER 1

INTRODUCTION

The inspiration behind this study came during the work | do for the society that | form part of.
Being a member of the Society of Christian Doctrine, | tend to come across many persons from
different stratum of society and given the outgoing nature of my character, | tend to socialize
myself with different type of persons. Naturally, when being asked about what | tend to do in the
future, apart from developing children into being responsible persons, | proudly state that | want
to work in the insurance market. What | was not expecting was the mixed reaction from them.
Whilst some people seem to get interested in the type of work | plan to do, others seem to look
down on me and automatically halt our pleasant conversation. The reason behind this attitude,
as | happen to find out, is simple: insurance does not enjoy the same reputation to all stratum of
society. The rich society finds insurance as being affordable and something that safeguards
their ‘prized’ possessions. It is a means to reduce the risks that one is exposed to during his/her
daily life. On the other hand, the poor society finds insurance too expensive and something that
they can live without. Furthermore, they feel that insurance companies are not reliable as they
think that when a claim arises, the insurance companies raise too many questions before they

decide to indemnify the insured.

During the research for this dissertation, the researcher came across the studies carried out by

Pauly, Blavin and Meghan. According to their studies, the demand for insurance exists for



mainly two reasons: the possibility of high out-of-pocket payments and that the variance of
those out-of-pocket payments is high. They opine that the main problem for insurance
companies is that the same premium is charged for all stratum of society. The upper income
people may be liable to greater expenses because of the affordability factor and thus, the
standard premium may not reflect their higher demand. On the other hand, the lower income
people might decline insurance because the premium is too high compared to the benefits
received. Pauly, Blavin and Meghan further stated that varying the premium positively with
income may permit markets for income households to enter the insurance market. This is
basically what this dissertation aims to do. In fact, Pauly, Blavin and Meghan believed that

voluntary health insurance would be purchased if:

1. There is a risk of out-of-pocket payments which are high compared to households’
income or wealth;
2. Insurance firms can offer premiums to different households that are close to the

different households’ expected value of out-of-pocket medical spending;

3. Loadings for administrative costs and profits are moderate

As shown in the following chapter, such aspect of insurance has already been tackled in other
countries with great results. The question still lies on whether poverty exists in Malta, whether it
hinders the lower income persons to buy insurance and whether a niche market needs to be
developed. After all, insurance should be made available to all stratum of society. Restricting
insurance to a certain type of society can be seen as being in violation of the fundamental
human rights. Throughout the literature review (chapter 2), research was conducted to analyze

how foreign insurance markets tried to solve the problem of the lower income persons through



the development of new insurance systems. Primary research was then conducted to find out
whether, given the circumstances, such systems can be applied in Malta. Finally, a study was

conducted with personal recommendations, based on the research conducted.

CHAPTER 2

LITERATURE REVIEW

2.0 Introduction

In this chapter, a research was carried out about the different insurance schemes that exist
globally for different cultures and the risks that such schemes are exposed to. Moreover, a
comparison was made between private and public insurance and the advantages that both offer

to the insurance market.

In addition to the above, a research was carried out about the poor society in Malta. Reports
were analyzed to emphasize on the fact that some local families are materially deprived and
require special assistance from non-governmental organizations. The question still lies on
whether such foreign methods of insurance may be considered by the Maltese vulnerable

society.



2.1 Insurance on a continental perspective

The global research on insurance is going to be split up into continental reports for the sole
reason that countries in the same continents usually have the same methods. Moreover, only a
few countries, those with a growing insurance sector, are going to be analyzed for the purpose

of this dissertation.

2.1.0 Europe

According to a study conducted in March 2011 (Sharku et al, 2011), life insurance premium,
when taken as a proportion to the total local insurance premium, is mostly written in Europe,
with 39,44%, followed by North America 30,46% and Asia with 24,58%. With Europe currently
being the richest continent in the world, in terms of economy and finances, the fact that it has
the greatest life insurance penetration shows that life insurance is generally referred to as being
a luxury insurance product. Being not a compulsory insurance, life insurance is generally
affordable only to rich people who can afford to buy expensive insurance products. Moreover,
when it comes to actually examining each European country, one can see the great differences
between countries such as Slovenia and Albania. According to the World Bank statistics,
Slovenia is considered to be a high income country, with its gross national income (GNI) per
capita amounting to $23,610 in 2011 as opposed to Albania, which is considered to be a lower
middle income country and the GNI per capita amounting to $3,980 in 2011. According to a
study (Sharku et al, 2011), Slovenia recently has reached an insurance penetration rate of
5.31% for the last seven years. The insurance penetration rate basically is “the volume that the
insurance business has on the domestic economy of a given country.” (Sharku et al, 2011). On

the other hand, Albania has recorded an insurance penetration rate of 0.58%, one of the lowest



in the Europe. Thus, it clearly indicates that high income countries have a greater chance of

having a higher insurance penetration than low income countries.

In 2009, Albania was still suffering from a setback which slowed down the insurance market
growth. According to a study (Sharku et al, 2011), the non-life sector of the Albanian insurance
market has premium revenue of 91%, as opposed to 9% for life insurance. This is mainly
because of the compulsory motor insurance that exists in Albania. Insurers use this marketing
technique to attract Albanians to other types of insurances, such as life assurances. This
seemed to be successful, as shown in figure 1. In fact, in 2009 it was recorded that there was a

growth rate of 8.87% in non-life insurances and 39.79% in life insurance.

Annual insurance growth rate i Albamia during last tive years
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Figure 1 Annual insurance growth rate in Albania during the last five years (Sharku et al, 2011)



Section 2.1.1 Africa and Middle East

The main problem in these countries is the laissez faire government policies on health care.
Although community health insurance schemes are being developed, such as mutual
companies in Senegal, such schemes are still rarely offered to citizen of many African countries.
However, there exists a system to tackle the African insurance problem. This system is known

as microinsurance.

According to ‘Protecting the Poor: A Microinsurance compendium. Vol II’;

“Microlnsurance 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.” (Churchill and Matul, 2012).

This was further emphasized by Jonathan Murdoch who said that:

“The poorest citizens of the poorest countries are typically exposed to the greatest risks.
Earthquakes, floods, drought, disease, crime all tend to hit the poor hardest.
Vulnerability and poverty go hand in hand, but microinsurance holds out the promise of

breaking a part of the cycle that ties them together” (Murdoch, 2006).

In a conference that was held by the International Co-operative and Mutual Insurance
Federation on 29" May 2012, microinsurance was further discussed in respect to the benefits

that it would have in Africa.



Better-off=
100 million

Destitute =200 million

Figure 2 The African microinsurance market (McCord, Steinmann, Ingram. et al., 2012)

Figure 2 shows that the African microinsurance market generally targets those people that are
poor or at least at a vulnerable state, which basically is 70% of the whole African continent.
Unfortunately, only 2.6% of these people opt for microinsurance. However, it is in the process
of targeting the vulnerable population. It is interesting to note that governments and donors and
commercial insurance companies are supporting such cause. Furthermore, recently, such
microinsurance technique is being offered by co-operatives. Co-operatives are a form of a
mutual insurance company where the beneficiaries of the company are also the owners of the
company. Co-operatives have an advantage over other insurance companies due to the fact

that they have (International Co-operative and Mutual Insurance Federation, 2012):

1. A history with the poor population

2. to operate in the interest of members by members
3. Trust

4. Ownership and loyalty

5. Peer pressure

6. Surplus reinvested or redistributed



Section 2.1.2 Latin America
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Figure 3 Countries with highest private health insurance expenditures as a percentage of total
health insurance (WHO, 2001)

Figure 3 shows the Latin American countries, as recorded in 2001, with the highest private
health insurance expenditures as a percentage of total health expenditures. Apart from the
USA, it is interesting to note that three countries are Sub-Saharan countries, whilst the other
three are South Americans. Taking into consideration that all these six countries all received
significant number of European immigrants, most insurance schemes were probably introduced
by European insurance companies. The sub-Saharan countries have a considerable amount of
private health schemes due to not having a public insurance health scheme. On the other hand,
most Latin American citizens spend more than 5% of their insurance in private health care.
Private coverage is mainly used by public companies to raise funds into the health sector. The
health insurance companies face problems due to lack of regulatory controls that exist within the

health insurance market.



Uruguay has a rather unique system of having a mandatory, private insurance system that, in
2001, covered over 60% of the population. Most of their private insurance system includes the
set up of collective health care institutions (CHCI). Basically, these CHCI’s introduced a pool
system for their members and assist their members in health claims. They are non-profit

organizations. There are three types of CHCI’s in Uruguay:

e Mutual assistance associations
e Professional co-operatives
o Health services financed by private companies or quasi-governmental

organizations

Although the state exercises some legal and technical control on them, they still have a high
degree of autonomy. Moreover, private company’s workers subscribe to a compulsory health
plan. Furthermore, in case of unemployment, there is a six month cover in which the worker is

covered by unemployment.

Both in Chile and Brazil, the role of private insurance in health-care financing is explicit.
Basically, those who can afford private insurance can buy private insurance.  Otherwise,
citizens can opt to public-insurance schemes. Prior to the 1990s, private insurers emerged in
the insurance market due to lack of regulations. However, as a result of market failure, both
countries have been trying to impose strict regulations and, to some extent, hindered the

development of the insurance market.

10



Section 2.1.3 Asia

This continent seems to be the most successful of the previous three that were discussed in this
chapter. Here, private insurance is seen as a means to move towards greater prepayment and
risk pooling. Such continent also includes emerging countries with respect to the insurance
market, such as India and Singapore. Tapen Sinha, when speaking about the Indian Insurance

market, stated that:

“While the nation is heavily exposed to natural catastrophes, insurance to mitigate the
negative financial consequences of these adverse events is underdeveloped.” (Sinha,

2004)

He elaborated this statement by saying that:

“the dynamic growth of insurance buying is partly affected by the (changing) income

elasticity of insurance demand.” (Sinha, 2004)

Moreover, he opined that bancassurance and health insurance are rapidly improving in India.
Although bancassurance deals with the way insurance products are distributed, health
insurance is being used to cover supplement public plans. However, with the majority of the
population still residing in rural areas, the development of insurance schemes is still relatively
slow. In fact, India is amongst the lowest-spending nations amongst other developing countries

with respect of purchasing insurance, as shown in figure 4.

11
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Figure 4 Relation between growth in income and demand for insurance (Swiss Re Economic Research &
Consulting)

Moreover, figure 4 shows a comparison between income and insurance. It is interesting to note
that those countries that have the lowest per capita income, such as India and China, have the
lowest income elasticity for insurance products. Thus, the poorest population generally spends

a less proportion of their wages on insurance than the wealthiest population.

India tried to tackle this problem and was successful with its implementation of microinsurance.
In 2010, the total of microinsurance products, such as those in life, health and agriculture, rose
to 20 million, which is a great leap from the 13 million that was estimated in 2008 (Ernst &
Young, 2012). Other Asian countries in which microinsurance is evolving are Indonesia and
Vietham. The rise in microinsurance was mainly caused by the evolution of microinsurance
legislation by the Insurance Regulatory Development Authority (Mukherjee P. 2010). Such

improvements included the establishment of a percentage of policies that have to be sold by

12



insurance companies to rural areas, where the majority of the poor population resides.
However, according to Mukherjee, the apathy of insurance companies towards microinsurance
and the non-viability of the standalone microinsurance program is still present (Mukherjee,

2010).

13



Section 2.2: The situation in Malta

In this section, the researcher is going to analyse the poverty situation in Malta and the type of

assistance given to such vulnerable persons.

Section 2.2.1: Poverty in Malta

“Poverty may be hidden in Malta, but it exists and is very real to the people experiencing it”

(Sammut, 2011).

Although national statistics and the media claim that extreme poverty does not exist in Malta,

Joseph Sammut stated that:

“there are people in Malta who are living so far below the general standard of living, that
they have to struggle, and do lack to necessities to live decently and participate in

ordinary economic, social and cultural life.”(Sammut, 2011).

In 2008, 15% of the Maltese were estimated to be living under the poverty threshold, with the
elderly seem to be in a more vulnerable position (22% considered at the risk of poverty)
(Eurostat, 2010). From these 15%, only 13% are considered to be materially deprived. Thus,
2% of the population, although they are not materially deprived, still seem to fall under the

poverty threshold (Eurostat, 2010). Being materially deprived refers to the fact that the person
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has a difficulty in obtaining three out of a list of nine essential items, which include (Eurostat,

2010):

1. Ability to meet unexpected expenses

2. Ability to pat for a one-week annual holiday away from home

3. Ability to keep up with bills (home loans, utility bills,)

4. Capacity to afford a meal with meat, chicken, fish or a vegetarian equivalent
every second day

5. Capacity to keep the home adequately warm

6. Possession of a washing machine

7. Possession of a colour television

8. Possession of a telephone

9. Possession of a private car

Moreover, there are certain group of people that are in a greater risk of falling into the poverty

threshold more than others. Such group of people include (NSO, 2009 & Cardona, 2010):

1. Students over 16 with a lower secondary level of education

2. Persons who live in a rented house

w

Single parent families

»

Irregular migrants.

It is interesting to note that, according to an EU study, poverty may be considered as hereditary.
Limited financial means lead to families not investing in their children’s future such as education
and socialization. Thus, poverty is being passed from parents to their children. In fact, 25% of

the Maltese children are considered to be at a risk of poverty (EU, 2011).
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Unfortunately, inflation is rising in Malta, and this may lead to an increase in the gap between
the ‘have’ and the ‘have-not’ people. Rising prices have imposed a greater hardship on
vulnerable groups. Some people may opt to loans, which in turn will trap them in “a cycle of

poverty and debt.” (Sammut, 2011)

Fortunately, this problem has already been researched by the Maltese finance market. The
Scottish church in Malta, together with Aditus, which is a non-governmental organization, came
up with the idea to start a Maltese microfinance organization. Such organisation basically
creates an interest free credit to the poorest people in Malta. Consequently, the said
organization will then work to lift these people out of poverty and give them access to their
fundamental human rights. This organization aims to create an environment where the poor
society may live a better lifestyle by moving such people out of unsuitable accommodation or

developing income generating projects from mutual support within these people.
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2.3 The problems faced with the poor society

Apart from the lack of trust and other similar problems, the poor society is usually associated

with certain risks when it comes to insurance.

2.3.1 Moral Hazards

Moral Hazards is the risk that a party to a transaction has not entered into the contract in good
faith, has provided misleading information about its assets, liabilities or credit capacity, or has
an incentive to take unusual risks in a desperate attempt to earn a profit before the contract
settles. Moral hazards may seem to be more common with low-income groups due to their

effort to reduce expenses.

One needs to make a distinction between moral hazards that arise after joining a scheme (ex
ante moral hazards) and moral hazards that arise during indemnification (ex post moral hazard).
Where low-income groups are concerned, it is the ex ante moral hazards that need to be
tackled most (Jutting, 2005). The problem lies with the fact that, in the case of health insurance,
there is a considerable scope for risk reduction due to not being able to afford the high
premiums. Moreover, Jutting continues by stating that there exists a reduction in the

“monitoring of agents care level” (Jutting, 2005).
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2.3.2 Asymmetric Information

Asymmetric Information refers to the fact that one party knows more than the corresponding
party. In this case, the buyer of the policy knows more than the insurance company. Typical
examples of such instances are non-disclosing the true nature of the business, the risks
exposure and the health problems of the individual. For example, in Mexico, it was found out
that individuals from the poor society who have health problems are more likely to buy a health
policy than those of good health. (Spenkch, 2011) The reason for this is simple; the need by the
insured to reduce expenses, especially considering his financial problem, leads to in many

cases, asymmetric information.

2.3.3 Education

Most people classified under the ‘poor’ society usually have a lack of academic intelligence.
Thus, it is very difficult for them to understand the benefits of the insurance. Although
improvements have made, such as in the Indian rural areas and heavy marketing schemes,

some people still think that insurance is a waste of money.

2.3.4 Insurance Alternatives

Apart from the risks discussed above, the poor societies usually find alternatives to insurance.
For example, if we take crop insurance as an example, farmers who cannot afford it usually turn
to crop rotation (Alderman and Paxson, 1992). Crop rotation basically is the “planned order of
specific crops planted on the same field” (PAN Germany). Thus, for farmers to deal with the

seasonal risk associated with agriculture, they use the crop rotation technique. Thus, insurance
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is not needed in this case because farmers ‘insure’ their products through crop rotation.
According to Walker and Ryan, the benefit of crop insurance in the South of India is merely 1%
of mean household income. This makes crop insurance unworthy to purchase due to the fact
that 72% of the Indian population live in rural areas and depend on the agriculture surroundings.
This statistic reveals that around three quarters of the Indian population do not need business
policies. However, one has to bear in mind that there exist other events such as earthquakes
and floods. Such events are not tackled by crop rotation and thus, such events must be catered

for by insurance.

Another alternative to the insurance market is risk coping. Risk coping includes both savings
and risk sharing. The propensity to save is basically an alternative to insurance. People may
decide to start saving in order to cope with risks that will eventually arise in the future.
Researches about savings made by the poor were done, wherein different solutions were
concluded. For example, Paxson found out that income shocks made by Thailand’s rice
farmers are largely saved (Paxson, 1992). However, the consumption out of the permanent
income is exactly one, and this is somehow omitted in the research. Bhalla found out that the
consumption of the poor in India tracks income far more closely than that of the rich population
(Bhalla, 1979). On the other hand, Deaton concluded that household savings in Cote D’lvoire
anticipates income declines (Deaton, 1992). Thus, if one takes agriculture as an example,
which is highly exposed to seasonal risks and thus anticipates income declines, farmers are

more encouraged to opt for saving methods rather than insurance.
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2.4 Private Insurance vs Public Insurance

According to Sekhri and Savedoff, “private insurance often conjures up visions of unequal
access, large numbers of uninsured people and elite health care for the rich” (Sekhri &
Savedoff, 2005). This basically outlines the difference between private insurance and public
insurance. Private insurance is basically associated with rich people, that is, those that can
afford to buy insurance products. On the other hand, public insurance deals with the poor and
those people that cannot afford the insurance products that are offered by insurance
companies. Although many moral and ethical issues are tackled with the public insurance
companies, private insurance companies have their own advantages, even in developing

countries. According to Sekhri and Savedoff , such advantages include:

1. Health financing, which provides an opportunity to avoid large out-of-pocket
expenditures.  Public insurance schemes are generally associated with the
government. The government would have a lot of expenditure on health schemes.
Claims that arise as a result of the scheme may prove to be a burden. Thus,
private insurance eliminates this burden from the government. Moreover, when
public funding is low, private insurance can serve as a transitional mechanism by
building capacity and providing financial protection for certain segments of the
population, thus allowing limited tax revenues to be directed towards public goods
and vulnerable groups;

2. Developing countries, which have the highest percentage of poor population, may
have insufficient tax collection to provide free public health care or specialised
medical team. Hence, private insurance may be an alternative way to cover the

medical care.
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3. Social security systems evolved from private health schemes. Thus, private
insurance may prove to be beneficial to aid public insurance schemes. Moreover,
public insurance schemes may have some gaps in their system and thus, private

insurance may cover up that gap.

Privately funded =, A Publicly funded through some
(private insurance) ~  form of taxation (public insurance)
Type of Voluntary Voluntary  Voluntary Voluntary Mandatory  Voluntary Mandatory  Voluntary Mandatory Mandatory
enrolment
(Voluntary—
mandatory)
Type of Risk-rated Risk-rated Community- Community- Community-  Income- Community-  Income- Income- Income-
contributions rated rated rated based rated based based based
(Risk-rated—
community-rated—
income-based)
Type of For-peofit  Non-profit Non-profit  Public Non-profit Non-profit  For-profit Public Non-profit  Public
management  Commer- commaunity commer-
(Private for- cial dal
profit—non-profit—
public)
Examples TataAIG  BUPAIn  Self- Medibank Collective Some pri-  Various in Seguro Various Slovakia
in India United employed inAustralia  Heath Care  vate health  Switzerland  Popularin  in the
Kingdom  Women's Institutions  insurance Mexico Nether-
Ass0ciation (CHCY in plans fands
heaith Uruquay (known as
insurance ISAPRES)
in India in Chile

Figure 5 Types of Insurance (Sekhri & Savedoff, 2005)

Figure 5 shows the different types of insurance companies that exist around the globe. It is

divided into:

e The type of enrolment, that is, whether the scheme is voluntary or mandatory. Although
the general fact is that private insurance is voluntary and public insurance is mandatory,
this is not always the case. In Switzerland and Uruguay, private insurance is mandatory
(which makes it seem like a public insurance system), whilst in Mexico, the public
insurance scheme is voluntary;

e The type of contributions, that is, whether they are risk-rates, community-rates or

income based. Again, the general fact is that private insurance premiums tend to be
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risk-rated or community-rated, whilst public insurance tend to be income-based.
However, there are exceptions. For example, in Chile individuals can purchase private
coverage with an income-based contribution;

e The type of management, that is, whether they are profitable, public or non-profitable.
For example, in Australia, India and Ireland, private insurance companies are publicly

owned. Furthermore, private entities manage sickness funds.

There exist other distinctions of private insurance, even between countries. For example, the
USA considers private insurance as ‘primary coverage for the non-poor who are younger than
65 years old.” (Sekhri&Savedoff, 2005). In the last presidential election, most voters voted for
Barrack Obama because they felt that he addressed some important issues, namely education
costs, transforming health care into a right rather than a privilege, and trying to save social
security. Basically, Obama is trying to save insurance expenses. In the Netherlands, public

sickness funds are restricted to those that are unable to buy private coverage.

In 2001, a research was conducted to analyze which countries have their private insurance
expenditure greater than 5% of their total health expenditure by income level. This list can be

found in Figure 6:
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Income level Country

Low-income countries Cote d'Ivoire
Indonesia
Kenya
Madagascar
Mali
Zimbabwe

Lower-middle-income Albania

countries Brazil
Colombia
Jamaica
Morocco
Namibia
Paraguay
Peru
Philippines
South Africa
Tunisia
Turkmenistan

Upper-middle-income Argentina

countries Botswana
Chile
Lebanon
Panama
Saudi Arabia
Uruguay

High-income countries Australia
Austria
Bahrain
Barbados
Canada
France
Germany
Ireland
Netherlands
New Zealand
Slovenia
Switzerland
United States

Figure 6 Countries with private insurance greater than 5% (Sekhri&Savedoff, 2005)

Naturally, the lowest number of countries that have their private insurance expenditures
exceeding 5% are low-income countries, whilst the highest number is with high-income
countries. However, when taking the low income countries, one realize that every country has
its own situation. For example, Cote D’lvoire has just emerged from twelve years of political
instability and it is until a year ago that a new government has been elected and is targeting
free health care to pregnant women, children under five years and malaria patients (News
medical, 2012). This action would decrease private healthcare. The only reason that private

insurance expenditures were high was because there was no alternative.
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On the other hand, Indonesia has a 75:25 ratio of public to private health schemes (Library of
Congress — Federal Research Division, 2012). However, due to high risks of illnesses such as
HIV/AIDS, malaria, diarrhea and dengue fever, and the low proportion of doctors and nurses
available in the country (16 physicians per 100,000; 50 nurses per 100,000 and 26 midwives per
100,000), the need for private health insurance is necessary, especially due to the need for
efficiency in health centers and for the rich society of the population who do not want to contract

a disease due to being close to other sick patients.

Kenya has its high private insurance expenditures due to the high number of missionaries and
donors who live in the country. Thus, they are the ones who really spend on the private
insurance expenditure, because they do not have an alternative as public health care centers,
unless it is an NGO. Strangely enough, it is the poor population that contributed mostly to the
private health care, with an estimation of 51% (as calculated in 2002) (Allianz Worldwide Care).
The rich population prefers to use medical services abroad, even as far as South Africa. Thus,
the problem with low-income countries is not because the country want private health care, it is
because they do not have a choice. This was similarly experienced in Europe during the
nineteenth century, where friendly societies were developed in Sweden and when General
Bismark established the first social insurance system by grouping together voluntary, pre-

existing occupationally and industrially based sickness funds (Sekhri&Savedoff, 2005).
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2.5 Conclusion

The research conducted for this chapter disclosed the fact that various attempts have been
taken to make insurance available for the poor society. It is interesting to note that different
countries adapted their poverty vs insurance problem with different techniques, such as
microinsurance adopted by the Indian insurance companies and co-operatives were established
in Africa. Moreover, the risks that are associated with the poor society have also been analyzed
and tackled. In fact, certain actions are being taken by large insurance companies, such as
conferences for global awareness and the publication of papers and journals, to tackle such

risks.

Another aspect that was discussed in this chapter was the poverty that exists in Malta. Recent
reports have reported that poverty in Malta is increasing and although foreign countries are
tackling such problem by introducing various techniques, local insurance companies seem to be
silent about such issue. The relevance of introducing different techniques by the local insurance

industry shall be discussed in the following chapters.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.0 Introduction

This chapter deals with the type of research conducted for this dissertation. Due to the fact that
the title is somewhat debatable and often criticized, an adequate amount of research was
conducted to overcome such problem. Thus, throughout this part of the study, a number of

sources have been utilized to obtain the most significant and accurate information available.

3.1 Data Collection Methods

Primary and Secondary research have been conducted to collect data, which was then utilized
in this dissertation. Such data has then been elaborated in three chapters; the Literature Review
in Chapter Two, the Analysis of Results in Chapter Four and the Recommendations of the Study
Conducted in Chapter Five. A cross-sectional research design was conducted which included
the collection of data on more than one case at a single point in time in order to collect a body of
guantitative data in connection with two or more variables (Bryman, 2012). For the sake of this
dissertation, the two variables varied according to the questions being asked, which will be

discussed briefly in the following sections.
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3.1.1 Primary Data

Primary data is original data collected by the researcher in order to answer the questions posed
by the researcher. Thus, it offers the advantage that one is critical on the data gathered by
oneself and not on third party data. This eliminates the fact that third parties may be somewhat
biased on some data and not show the true nature of the results researched. Such primary data
mainly consists of personal interviews and questionnaires. Thus, both qualitative research and
quantitative research were conducted. Although differences exist between qualitative and
quantitative research, there are also some similarities. Similarities include the fact that both are
concerned with data reduction (Bryman, 2012). In this case, data reduction is on the research
question on the fact that poverty exists in Malta and its relevance to insurance. Prior to
retrieving primary data, certain actions were approved by the Ethics Committee to ensure that

the data collection methods and usage do not go against public ethics (see appendix).

a. Personal Interviews

Personal Interviews are an example of qualitative research. This form of research has been
conducted on the basis that it allows flexibility on behalf of the researcher with respect to the
information that can be withdrawn. Hence, the researcher had the privilege to adapt and expand
on certain questions during the interview to certain interviewees. This led to the researcher
going beyond what was originally planned in the first place. Another advantage experienced
with such method is the opportunity to ensure that the interviewee fully understands the
question, something that is not experienced with questionnaires. However, conducting personal
interviews has been time consuming, especially in the preparation stage of the interview; being
in a position of an information seeker, rather than an information giver, left, to some extent,

much to be desired. Moreover, certain interviewees led a busy schedule and found it difficult to
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allocate fifteen minutes of their time to be interviewed. All interviews were conducted in person
and voice recorders were used to facilitate the work when typing interview transcripts.
Permission for the use of voice recorders was previously discussed with the interviewee for
ethical reasons. Two sample interviews were conducted focusing on the relevance to the
dissertation topic, including different views and opinions the interviewees offered to the

research.

The first interview conducted was with the Aditus organization. Due to their particular interest in
making microfinance available in Malta, it was anticipated that they would greatly contribute to
the dissertation. Although limits were found due to the fact that they specialize in finance and
not insurance, they provided an independent view of the availability and success of micro
insurance in Malta. Moreover, they are a human rights organization and opinions were provided

from the point of view of a representative rather than from a specialist.

The second interview conducted was with a YMCA social worker who works among the poor
people in Malta. This interviewee provided information on the amount of expenses such people
experience and whether insurance is considered to be an extra expense. As with the previous

interviewee, a non-specialized insurance opinion was given.

Therefore, based on the researcher’s subjective opinion of what is deemed to be the best for the
dissertation, such interviews reflected the opinions of organizations that know best about the
topic being discussed. When developing a new insurance product such as micro insurance, the
researcher thinks that the best way how to develop a reliable system is to get to know the

beneficiaries of the system.
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b. Questionnaires

On the other hand, questionnaires are an example of quantitative research. This form of
research has been conducted as it involved a huge amount of opinions from the common man
in the street. Involving the general public is the best way how to get to know what the general
public actually thinks about such ideas. The questionnaires targeted families with questions
about their view on insurance. Furthermore, questions were asked on the earned income in
order to analyse the relationship between income and insurance. The level of income was
requested in favour of wealth, due to the fact that income is generally associated with the social
class that the family enjoys. Some families are quite wealthy. However, this may be the result of
saving a great proportion of their income, or a result of high family inheritance. Thus, this may
create a lot of irregularities from persons. Moreover, income is easier to calculate than wealth
and considering the need to have precise answers in each questionnaire, was considered to

mitigate such risks.

Due to time constraints and costs, the sample size was targeted to circa 120 families of all ages.
The sample size helped to obtain adequate results. Although, as Bryman states, ‘the greater the
sample, the greater the precision’ (Bryman, 2012), time and costs needed to be taken into
consideration. Moreover, questionnaires are advantageous since one may compare results from
different families. This is due to the ability to quantify results (Popper, 1959). This found to be of
utmost importance to compare one question to another. Chi Squared Independence method
was then used to analyze whether the data found in two questions is related or not. This is

further elaborated in the Analysis of Results and Discussion chapter (chapter 4)
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Respondents were reached through an online questionnaire. Moreover, Chi-Squared analysis
was conducted to calculate whether such respondents were actually representing the population
or whether the sample is biased and favours certain ‘types’ of families. Online surveys proved
to be very economic, especially where time and additional expenses are involved. However,
certain responses are debatable and doubts were created on whether certain respondents fully
understand the question being asked. To overcome such problem, a pilot study was conducted
to analyze on whether certain questions are interpreted the way the researcher wants them to
be. Consequently, additional comments were attached to some questions to make them clearer
for the respondents. Moreover, an e-mail address was provided with the questionnaire for

respondents to ask some questions about the study conducted and to clarify some questions.

3.1.2 Secondary Data

Secondary Data consists of research which has been conducted mainly through the internet.
Such research included journals, foreign theses, newspaper and magazine articles, books,
conferences, specialist websites and other similar sources. Such research was then used as the

basis to draft the Literature Review in Chapter 2.

Secondary research brings with it the advantage of cost and time. From the commodity of the
internet, as Bryman states, one is able to research a number of theses and data without actually
travelling to the location where it was conducted (Bryman, 2012). Moreover, the data that was
researched was previously conducted by professionals and insurance specialists. This
eliminated the risk of false data and the absence of diversification of samples. Moreover,

secondary research proves to be easier to compare studies, especially when comparing results
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between countries (Bryman, 2012). Another advantage is that it is also easier to get different

opinions on the same results (Bryman, 2012).

Unfortunately, secondary research has its own disadvantages. One major disadvantage is that
one is relying on third parties for information and research. Thus, one does not know whether
the author is being biased or publishing the correct results, although such risk was mitigated
through professionals, as previously discussed. Moreover, another disadvantage is that data
which has been researched is not the researchers’ and thus may result in unfamiliarity and
unnecessary complexity (Bryman, 2012). This is the main reason why the research for this

dissertation was not solely based on secondary data.

3.2Conclusion

Throughout the research, debating theories were researched and it was up to the researcher to
conclude which research to include in the dissertation. Moreover, through the primary research,
the researcher could understand better the area that is being researched and how to apply it to
the secondary research. Please note that an interview with the Malta Insurance Association
(MIA) was planned to be held but after numerous e-mails, the association was found to be
indisposed for such an interview. This was planned because the researcher felt that such
opinion would truly reflect the behaviour of insurance companies towards the research being

conducted.
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CHAPTER FOUR

Analysis of results and Discussion

4.0 Introduction

In this chapter, the researcher shall analyze the results of the questionnaires and compare them
with the two interviews conducted, focusing mainly on the availability of insurance for the poor

society. The full questionnaire and the interview transcripts are disclosed in the appendix.

The questionnaires, consisting of in total 19 questions, were focused mainly on the perception
of insurance by the general public with regards to their standard of living. In all, 120
respondents responded to the questionnaires. Questions were asked regarding their family
wage, their poverty line and other factors that were researched in the literature review (chapter
2). Towards the end of the questionnaire, the participants were then asked about their opinion
on insurance. This chapter will deal with the correlation between certain questions and whether

the research researched in literature review (chapter 2) is relevant to this study.
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The intention behind the interviews was to analyse the poor population in Malta. The first one
conducted was with YMCA, which is an organization that deals with the homeless and people
who are financially desperate. The interview with the social worker helped me to analyze the
situation of the poor in Malta and whether insurance still applies to them. The other interview
was conducted with Aditus foundation. This non-governmental organization is a human rights
association. Basically, the interview was mainly focused on the legal aspect of the poor society.

Their work with refugees and poor families found to be of great importance for this dissertation.

4.1 Chi-Squared Testing

Data collected from questionnaires may not be accurate. Hence, | referred to the Chi-Squared
Testing, which is a statistical test that is used to compare sample data with official data. For the
sake of this dissertation, the Chi-Squared Testing was used for question 2 of the questionnaire,
Such results were

that is, “Please tick the number of persons living in the household”.

compared to the official Maltese statistics (NSO) and were as follows:

Number of Persons living in the | Sample da- | Sample data | NSO NSO data %
same household ta % data E.
0,
1-2 11 9.17% 38270 32.51%
3-4 78 65% 63460 53.91%
5+ 31 25.83% 15990 13.58%

Table 4.0: Comparing Sample Data to NSO Data
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Let’s take that:

Ho = there is no significance between the observed sample data and the expected
data
H; = there is significance between the observed sample data and the expected

data

Taking a 95% confidence interval and (3-1)(2-1) = 2 degrees of freedom:

Critical value = 5.991

2
Calculating the Chi-Squared Testing for the questionnaire, X was found to be 30.09 (see

appendix 4.1).

Thus, the Chi-Squared Testing rejects Ho. Hence there is a statistical difference between the
observed and explained frequencies. Such results may be due to many ‘“1-2’ families not
participating in the study, whilst many ‘5+’ families participating in the study. Such response
may be due to the fact that the questionnaires were posted on the social media network
‘Facebook’. The majority of ‘1-2’ families are pensioners and such pensioners are unlikely to be
in possession of a computer, let alone being signed up to ‘Facebook’. Thus, such study

resulted in a biased study.
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4.2 Yearly income band

One of the questions asked in the questionnaire was the yearly income band earned by the
family. The yearly income bands were based on the Malta Inland Revenue tax bands. The

result is shown in figure 7.
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Figure 7 Yearly Income Band (excluding tax)

Taking a typical Maltese family as a pilot study, average yearly expenses were estimated and
such income bands were then studied to distinguish between different families, given the same
expenses. For example, families earning €12,000 per annum (“p.a.”) will feel less well off than
those earning €16,000 p.a.. However, families earning €20,000 p.a. will not necessarily feel
much better off than those earning €16,000 p.a. because they are in the same financial position.
The results of the questionnaires were as follows: the most popular income bands were the
€7,001-€15,000 and the €15,001-€22,000 income bands, with 34 and 38 respondents
answering to such income bands respectively. Comparing such wages earned by a modest

family in Europe, such wages are not classified as being excellent. In fact, they are classified as
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being below par of the average yearly wage that is earned by the modest family. In 2010, the
median wage of the Maltese population was found to be €21,000 (Eurostat, 2010), which is one
of the lowest average wage in Europe. When questioned whether they find their wage to be
adequate for their daily needs, 93 respondents said that they find their wage to be adequate for
their daily needs, whilst 27 respondents felt that their wage is not adequate for their daily needs.

The reasons that were mentioned for the “No” answer, amongst others, included:

e Excessive bills

e Increased cost of living, whilst wages remained the same

e Being a large family

¢ Inability to save

e Inability to enjoy life such as travelling, spending money on clothes and
entertainment

e The risks associated with certain employment. Some employment

depends on weather conditions and public demand

Such reasons may be due to the pessimistic nature of some of the respondents or due to lack of
prudence. This problem was also discussed with the YMCA social worker during the interview
when the interviewee expressed her concern on the fact that some persons did not have money
for food, but they have money for the hairdresser and nail technicians. However, one cannot
generalize and from the researcher’s experience and from the information gathered during the

interviews, such problems are truly encountered by some families.
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4.3 Motor insurance: extra cost or extra benefit?

The second part of the questionnaire dealt with the availability of insurance within the
participants and the mentality they perceive towards insurance. The first two questions about
insurance dealt with motor insurance. Motor insurance is the only compulsory insurance in

Malta. Nowadays, having a private car is becoming a must in a typical Maltese family.

The results of such questions are shown in table 4.1 and figure 8 respectively.

Yearly Income Band Number of | Extra Cost | Extra Benefit Both
(excluding Tax) respondents
0-7,000€ 8 4 3 1
7,001€-15,000€ 34 17 16 1
15,001€-22,000€ 38 19 19 0
22,001€-30,000€ 19 14 5 0
30,0001€-40,000€ 12 5 7 0
40,000€+ 9 4 5 0
TOTAL 120 63 55 2

Table 4.1“What do you consider motor insurance to be?”
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Figure 8 Graph showing “Extra Cost vs Extra Benefit”

Using Chi-Squared test for Independence:

Ho = For the respondents, there exist no relationship between the answer answered

and income.

H, = For the respondents, there exist a relationship between the answer answered and

income.

Taking a 95% confidence interval and a degree of freedom of (6-1)(2-1) = 5:

Critical Value = 11.07
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2
Omitting respondents answering “Both” as an answer, X' was found to be 4.37 (see
appendix). Thus, we are accepting Ho and thus, the study shows that there exists no
relationship between incomes and whether motor insurance is an ‘extra cost’ or an ‘extra

benefit’.

However, from a theoretical point of view, the results from the above question seemed to favour
more the “Extra Cost” answer, with only two income bands seem to favour more the “Extra
Benefit” answer (58.33% and 55.55%). Such income bands are actually the highest income
bands. This may be due to the fact that such families do not feel the true burden of high motor
insurance premiums. They consider motor insurance as something that is beneficial, rather

than something that is a burden on their expenses.

According to the YMCA social worker, the poor society does not have a culture of insurance.
Thus, the burden to have a compulsory insurance is greater because they feel that they do not

need insurance but statutory regulations oblige them to have motor insurance.

Strangely enough, although the rate of “extra benefit” answers was increased with each income
band, it is the €22,001-€30,000 income band that recorded the lowest rate of “extra benefit’
answers. This may be purely coincidental. However, having an income between €22,001 p.a.
and €30,000 p.a. may be due to both parents working. Thus, the family as a whole felt the need
that both parents should work because they could not keep up with the rising expenses,

including motor insurance.
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4.4 Income and motor insurance

Respondents were then asked about the highest form of motor insurance they own as a family.
The results were as follows:

Yearly Income Number of Third | Third Party | Comprehensive | None
Band Respondents | Party Fire & Cover
(excluding Tax) Only Theft

0-7,000€ 8 3 1 2 2
7,001€-15,000€ 34 9 16 8 1
15,001€-22,000€ 38 10 13 14 1
22,001€-30,000€ 19 5 4 10 0
30,0001€-40,000€ 12 1 4 7 0
40,001€+ 9 1 4 4 0
TOTAL 120 29 42 45 4

Table 4.2: “What is the highest form of motor insurance you own?”
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Figure 9 Graph showing the most popular motor policies

Using Chi-Squared test for Independence:

Ho = According to the study, there exist no relationship between the highest form of

motor insurance cover and income.

H, = For the respondents, there exist a relationship between the highest form of motor

insurance cover and income.

Taking a 95% confidence interval and a degree of freedom of (6-1)(4-1) = 15:

2
X was found to be 23.77 (see appendix 4). Thus, we are accepting Ho and thus, the study

shows that there exists no relationship between income and the choice of motor insurance.

Critical Value = 24.99
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However, if one considers the theoretical part of the study, one notices that as income bands
get higher, the type of motor insurance cover gets better. For example, at the €0-€7,000 band,
it is the Third Party Only motor insurance which has the highest rate of respondents (37.5%). At
€7,001-€ 15,000 band, it is the Third Party Fire & Theft motor insurance which has the highest
rate of respondents (47,05%), whilst at €15,001-€22,000, it is the full comprehensive cover to be
the highest (36,84%). The rate at which participants choose full comprehensive cover continues
to increase, until it reaches the €40,001+ band, where it seems to be equal to Third Party Fire &
Theft (44.44%). The main reason behind such results is the affordability, as was previously
discussed in the literature review (chapter 2). This was further discussed during the interview
with the YMCA social worker. The fact that insurance is the last thing on their mind when
budgeting their income shows that if motor insurance is not a compulsory insurance, it would not
be bought. Moreover, persons with lower income cannot afford high premiums so they have to
settle for lower premiums, which are associated with limited forms of motor cover. Thus, they
are taking greater risks of having large expenses on themselves, rather than transferring such
expenses on insurance companies. Apart from decreasing the likelihood of purchasing a
comprehensive cover in the future, it would worsen their financial stability and may lead to even
selling their own car due to failure of maintaining costs, including motor insurance. Apart from
the losses encountered by insurance companies, it may have repercussions on the social status

of the family and should not happen in a developed country, like Malta.
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4.5 Other insurance policies

After asking respondents about motor insurance, questions were asked about other insurance
policies. Unlike motor insurance, such policies are not compulsory in Malta and thus,
respondents are free on deciding whether to purchase an additional insurance policy or not.

The results are shown in table 4.3 and figure 10 respectively.

Yearly Income Band Number of respondents NO Yes
(excluding Tax)

0-7,000€ 8 7 1
7,001€-15,000€ 34 19 15
15,001€-22,000€ 38 17 21
22,001€-30,000€ 19 8 11
30,0001€-40,000€ 12 2 10
40,000€+ 9 1 8

Table 4.3 “Apart from motor insurance, do you possess other insurance policies?”

43



100.00%
90.00% N ./.—
80.00%

70.00% AN /
60.00% AN

50.00%
40.00%

30.00% — C
20.00% —B—Yes %
10.00% ~d \0—

O . 0 0 % T T T T T 1
& & & & % x
S S & & & &
S S S S S
A% A W o P S
S : ‘ ‘ K
& % & %
S S S S
S X P S
’\ Y Y ’1,\ Q
N 3 o

Figure 10 Graph showing “Yes” and “No” responses

Using Chi-Squared test for Independence:

Ho = According to the study, there exist no relationship between having an alternative

insurance cover and income.

H; = According to the study, there exist a relationship between having an alternative

insurance cover and income

Taking a 95% confidence interval and a degree of freedom of (6-1)(2-1) = 5:

Critical Value = 3.84
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2
X was found to be 15.56 (see appendix 4). Thus, we are rejecting Ho and thus, the study

shows that there exists a relationship between incomes and the choice of motor insurance.

From a theoretical point of view, we can conclude that there exist a negative relationship
between the amount of “No” responses and the yearly income band amount. Thus, the greater
the income band the greater the chance that the family has, apart from motor insurance, an
insurance policy. The reasons for not having another insurance policy ranged from being “too
expensive” to respondents admitting that “other insurance policies are not needed”. One
particular respondent even said that s/he did not trust insurance companies. This consolidated
the fact that was researched from the previous question, that is, low income families are finding
insurance policies too expensive to handle and not having a culture to buy insurance. On the
other hand, respondents answering “Yes” listed a number of policies that they purchased. Such

results are shown in figure 11.
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Figure 11 Most popular insurance policies, excluding Motor Insurance
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The graph shows that the most popular insurance policy is a life policy. There are many factors
that contributed to the rise of life assurance. One reason is the rise of bancassurance in Malta.
Both leading banks in Malta, namely HSBC and Bank of Valletta, started to operate in the
insurance markets. Bank of Valletta collaborated with a leading insurance company, MiddleSea
Insurance, and created a joint venture with the name of MSV life. On the other hand, HSBC
created a subsidiary with the name of HSBC life. Such innovation has increased life assurance
sales. The fact that bank clients are becoming more aware of insurance products through their

local bank is actually boosting sales.

The second reason is the obligation for a life policy when issuing bank loans. In fact, twenty
respondents having a life policy actually have an outstanding loan, which result to a rate of

46.51%.

Thirdly, some employers offer life assurance to their employees.

The underlying principle of all this is that Maltese families value their life more than other
possessions, such as property and business. Financial stability for the family is what really
matters for the majority of the respondents. Most respondents tend to take life insurance to feel
financially safe in case the breadwinner dies or have a permanent disability and cannot be
employed any longer. The problem is that life policies may be considered expensive. The
majority of the respondents who answered “No” for this question admit that insurance can help
the insured when something happens; it is just too expensive to purchase. To handle such

expenses means that another family member has to be employed, which in some cases may
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tend to be problematic, especially with large families. The YMCA interviewee strengthens this
argument by saying that “if something happens and they want to go to the doctor and they do
not have money to pay the doctor, insurance will help them.” She continues by saying that
public health care is something that reduces the need for insurance. However, she admits that
one is assuming that public health care will continue to be offered and when that is not the case,

then yes, insurance will make a lot of sense for these persons.

4.6 Conclusion

During the course of this chapter, it was analysed the relation between buying insurance and
the earned income. Whilst observing certain questionnaire respondents, one cannot help to
note the financial state of the family concerned. For example, one particular respondent has a
yearly income between 0-7000€. The breadwinner is retired, has a family of four and the
highest level of education reached is primary school. In fact, the respondent only possesses
three of the nine items that are enlisted in chapter 2 (Eurostat, 2010). The respondent feels that
insurance policies are too expensive, but admits that insurance policies are there to help the
insured when something goes wrong. Thus, if the respondent is able to buy an insurance

policy, s/he will buy it. This is where microinsurance kicks in.

Most respondents know that insurance can improve their lives but is unaffordable due to the
financial constraints that they find themselves in. Moreover, the cost of obtaining an insurance
policy can have a psychological effect on society. The poor society may automatically refuse to
buy insurance due to its cost, without actually considering the benefits that such policies may

have. Others argued that the premium they pay is less than the benefit they receive from
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claims, which seems to conform to the study carried out by Pauly, Blavin and Meghan, a study

which has been discussed in the introduction (chapter 1) of this dissertation.

CHAPTER FIVE

Recommendations

5.0 Introduction

In this chapter, the researcher shall recommend some actions that need to be taken in order for
insurance to be available to all statum of society, in particular the Maltese poor society. These
recommendations are based on the interviews and research that were conducted by the

researcher.

5.1 Microinsurance

Primarily, microinsurance should be developed in Malta. As previously analyzed in the literature
review (chapter 2), microinsurance was very successful in developing countries such as India
and Bangladesh (Mukherjee P., 2010). During this study, it transpired that a type of
microinsurance was present in Malta. In the 1980s, an international company established a

fund that was used to fund funerals for those who could not afford a decent funeral. Earlier on,
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in the 1950s and 1960s, a ‘drydock fund’ was created for Maltese dockyard employees. At that
time, the dockyard was considered to be the centre of employment in Malta as the majority of
the Maltese people used to work there. A certain person, whom his name is not to my
knowledge, decided to establish a fund and dockyard employees started to contribute to this
fund. In case of accident, such fund was used to pay employees. It was an era where finances
were poor and the majority of workers could not afford to lose a day’s work. At that time, the
idea of microinsurance has not yet been developed, but the dockyard fund, as it happens to be
referred to, was based on the same concept as that of microinsurance. These two funds seem

a perfect example that microinsurance can really help those that cannot afford an insurance

policy.

Notwithstanding the benefits that microinsurance can give to families in need, the researcher
believes that one must analyse the obstacles that are hindering microinsurance to penetrate in
the local insurance market. Such obstacles are the sole reason that microinsurance is not

currently present in Malta. These obstacles are going to be discussed in the following sections.

5.1.0 Current Laws and Regulations

When asked about the problems they are facing with microfinance, the response of Aditus
foundation was simple: the banking law is not purposely targeted for microfinance. It considers
all financial institutions to be the same, whether those of high earned income and those of low
earned income. Laws and regulations are purposely developed for banking institutions and
thus, they are not targeted for microfinance. The Scottish church, who are responsible for the
implementation of microfinance, had to conform with normal banking procedures and naturally

had to struggle to enter into the system.
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Both microfinance and microinsurance face the same regulation problems. When checking the
rules and regulations relating to insurance business in Malta, in particular, Insurance Rule 5, the
rule clearly states that only non-EEA mutual organizations are able to operate in the Maltese
insurance market. Thus, if a Maltese, or a European Union equivalent, mutual company wants
to start to operate microinsurance in Malta, it is not permitted, given the current legislation. This
will lead to the same problem that microfinance organizations are facing. Moreover, Insurance
Rule 5 states that mutual companies are not permitted to write liability insurance. Thus,
microinsurance may prove to be limited and will not offer all the services that a developed

insurance company will.

However, not all is as bleak as it seems. Although no mention has been referred to local mutual
companies, through the introduction of the passporting legislation, EEA mutual companies can
operate in the Maltese insurance market. Thus, improvements are being made. Furthermore,
according to Aditus foundation, the competent authority (MFSA) is helping them out with the
procedures such us setting up corporate profiles, objectives and activities. Thus, the competent
authority is willing to help those organizations that wish to create funds for the vulnerable
society. The researcher presumes that the same assistance would be given to microinsurance
organizations and in that case, microinsurance mutual funds would become part of the

insurance market.

A perfect example of where the improvement of regulations was implemented for
microinsurance, as previously discussed in the literature review (chapter 2) was in India
(Mukherjee. P, 2010). It is interesting to note that support was given by the Indian regulatory

board.
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5.1.1 Abuse

Another reason why an organization has not yet come up with such an innovation is due to
various risks that are associated with microinsurance. With its relatively low premiums
compared to other insurance companies’ premiums, microinsurance may attract persons who
do not really need such insurance or may afford to pay higher premiums. Such persons do not
conform to the objectives of microinsurance, that is, to give the vulnerable society a right for
insurance, simply because they do not form part of this vulnerable society. They are simply
greedy and want to have the best deals for their insurance policies, irrespective of the objective
of the insurance. This will alleviate microinsurance from its true nature and such persons may
turn such objective into simply being an insurance company that is offering huge discounts,
which is not the case. Moreover, persons being considered vulnerable are also not entirely
honest and have a great tendency to be exposed to moral hazards. During the interview with
YMCA, the social worker stated that the greatest problem is not the poverty, it is the mentality
that they adopt to their lives. “They do not have money for food, but they have money for
cigarettes, money for hairdressing, money for nail technicians.” (YMCA, 2013) Basically, it is
their daily routine that makes them poor and their reluctance to change their culture which

worsens the situation.

It is interesting to note the opinion of the CEO of a reputable insurance company. He opines that
there is a higher probability that moral hazards arise from the poor society, rather than from the

rich society. He may have been prejudicial, but considering that he has enormous experience in
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the insurance industry, such view may have been entirely true. Again, this may be either due to
the habits that certain persons have adopted or due to the negative reputation that certain
persons have towards insurance. Moreover, this was researched in the literature review
(chapter 2), where moral hazards and asymmetric information were found out to be more

common with the poor society rather than with the rich society.

However, one cannot generalize. Both organizations that were interviewed emphasized on the
fact that poverty really exists in Malta. There are some honest people that really need
assistance and one cannot forbid microinsurance on the sole reason that poor persons are
highly liable for moral hazards. The fact that through microinsurance they are indirectly saving

something for their own benefit marks the importance of microinsurance .

Certain methods may be used to decrease such risks. For example, an authorization may be
approved by the competent authority to allow mutual organizations to ask banks to check on the
financial state of the client. Checking the bank account of the client and the true amount of
income that the client receives will eliminate cases of fraud. For example, a person can simply
state to the insurance company that s/he receives €1000 monthly. The insurance company may
ask the bank to check whether the client is honest. The bank may then verify whether the client
actually receives €1,000 a month. In this case, insurance companies may try to eliminate such
moral hazards by knowing whether the client is being honest or abusing from the system.
Another method is to get in line with other organizations that are willing to help. Such
organizations may provide a clearer study of the client and his state. During the interview with

Aditus foundation, it was stated that:

“What is needed is that the person who has this idea makes contact with these

organizations, just like what the microfinance organization did with us that we know the
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situation, so that when you start offering these types of services, you offer according to the

needs of the community.” (Aditus, 2013)

5.1.2 Organizational Constraints

Apart from the regulations and the abuse that have been discussed above, there lies an
important aspect of microinsurance. In order for microinsurance to start operating, an
organization has to be set up. Although the Scottish church came up with the initiative to start
microfinance, it has not been plain sailing for them. During the interview, Aditus foundation said
microfinance proved to be very technical for the volunteers, simply because they are social
workers and academics and are not very knowledgeable about the procedures that need to be
taken to conform to banking laws. Thus, apart from the problem of an organization to take the
initiative of developing microinsurance, such organization has to be knowledgeable about such
insurance procedures. Moreover, such mutual organizations are voluntary groups, that is, they
are not dedicated purely on such activities and thus, some procedures may take longer to be

processed due to other commitments.

However, assistance is available for those wishing to start a microinsurance organization. As
Aditus pointed out, they are ready to help those that wish to implement it and “see where we
can be involved” (Aditus, 2013) for the sole reason that microinsurance makes vulnerable
people independent and thus, improves human rights, which conforms with their objectives.
Moreover, apart from the competent authority assistance, there are other organizations, such as
Appogg, that are willing to help such mutual organizations to deal with the potential beneficiaries

of microinsurance.
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One final aspect to consider is the type of organization that may be developed. It is interesting
to note that in India, established insurance companies are widening their services with offering
microinsurance for certain ‘types’ of persons (Mukherjee P. 2010). Others, such as some
countries in Africa, developed co-operatives which brought with them a number of advantages,
a subject which has been discussed in the literature review (chapter 2) (International Co-

operative and Mutual Insurance Federation, 2012).

5.1.3 Lack of funds

Insurance involves compensation and for companies to be able to pay such compensation,
capital is needed. Microinsurance does not involve profits because it is run by a voluntary
organization. Thus, the only funds that such organizations get are those from its members, in
this case, the contribution that vulnerable groups pay to get access to such insurance, which
may not be enough to cater for all the claims that may arise. Having a limited number of
persons may restrict the number of annual funds that are contributed to the pool. This problem
needs to be tackled because failure to do so will damage the reputation of microinsurance and

may discourage the poor society to opt for microinsurance.

However, referring back to the Literature Review (chapter 2), microinsurance was successful in
most of the countries where it was introduced. For example, a great proportion of the Indian
insurance market is made up of purely microinsurance. Having such success show that having
lack of funds is not a problem. This may also be due to governmental assistance, considering
that it was an NGO. Moreover, opting for a system where insurance companies start to adopt
microinsurance as part of their services would eliminate such a problem due to the minimum

guarantee fund that they need to abide with.
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5.2 Education

Another aspect that needs to be improved is the level of insurance education to society,
especially to vulnerable groups, a problem which was expressed during the interviews by the
researcher. Although the majority stating that information about insurance has improved, some
questionnaire respondents admitted that there is still much to be desired with regards to
availability of insurance information. This was further emphasized during the interview with
YMCA interviewee where it was stated that “these persons do not have a culture to have
insurance” (YMCA, 2013). Thus, whatever the price of insurance, these vulnerable people
would still not purchase insurance because they feel that it is not needed and would prefer to

“spend them to look good, rather than to buy insurance” (YMCA, 2013).

Furthermore, during the same interview, it was admitted that insurance would be of great benefit
for them but they are relying on governmental assistance, such as health care, because it is
free. Thus, the government is acting as insurance for them and consequently, they do not need
insurance. However, microinsurance is not only health care. It includes all types of insurance,
such as motor insurance, home insurance etc... The YMCA social worker also admitted that,
although she considers herself to be financially better than persons seeking YMCA assistance,
she still does not have an insurance culture. Such education must be available in schools and
youth centers. During the study, it resulted that children usually adopt the same mentality as
their parents and if their parents do not have an ‘insurance culture’, they too will not have an
insurance culture. Thus, they need to be knowledgeable about the advantages of insurance at

an early stage and contest the ideologies of their parents.
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5.3 Conclusion

To conclude this chapter, it is interesting to consider the recommendations that were mentioned
above in order for insurance to be available to the poor society. Although certain issues are a
Utopia and need considerable work to be achieved, patience is a virtue and considering the
success that microinsurance and insurance awareness had on foreign insurance markets,

nothing is impossible. After all, insurance should be available to all stratum of society.
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CHAPTER SIX

Conclusion

Throughout the course of this dissertation, several issues came to the knowledge of the
researcher that still needed to be tackled to have a Maltese insurance market which caters for
all stratum of society. The researcher carried out research on foreign insurance companies to
analyse better the subject matter. Given the success that microinsurance had in foreign
markets, as discussed in the literature review (chapter 2), such innovation in the local insurance
market would improve the current state. Moreover, given the fact that insurance does not enjoy
a sky high reputation in Malta (see chapter 4), especially with the poor society, such a
successful innovation would generate greater interest and thus will lead to more families
understanding the true nature of the insurance market, hence concluding that insurance has its

positive aspects.

Insurance was primarily developed to help those that were in need of assistance. Such
ideology can be applied to the research found out in this dissertation. Nowadays, insurance has
developed to an extent that it basically covers all types of possessions. The only problem is that
insurance generally targets a certain ‘type’ of persons and this dissertation clearly discloses
those persons, that is, those persons that can afford the high premiums. For various reasons,
certain groups of people do not possess an insurance policy and the study discussed those
reasons, mainly the affordability factor and whether they feel the need for an insurance policy
(chapter 4). Recommendations were then given by the researcher on how such aspect may be

tackled, mainly through microinsurance and through effective education (chapter 5).
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However, for microinsurance to be implemented for the benefit of the poor society, certain
aspects still need to be tackled. The poor society is generally associated with certain risks,
such as moral hazards, asymmetric information and other social problems (Alderman & Paxson,
1992). To have a successful system, both the insurer and the insured need to satisfy both ends
of the contract. Thus, it is not ideal if an organization decides to start operating a mutual
company without considering the problems that the insured are exposed to. Prior to
commencing its operations, such initiative requires a detailed analysis which this dissertation
provided, to a limited extent and given the word limit, a summary of some of the problems that
the company may be exposed to. On the other hand, education and awareness about the

benefits of insurance need to start at an early stage.

The insurance market is constantly on the rise and the researcher feels that, in the light of the
study made through this dissertation, certain recommendations should be considered and
developed, not remain on this paper. Moreover, given the fact that poverty in Malta is
increasing, it is highly advisable to start tackling this problem seriously by providing alternative
types of insurance, which, as it has been considered in this study, are beneficial to the poor

society.

The legislator should consider the introduction of certain provisions in order to encourage
organizations to specialize in insurance, targeting mostly the poor society. These must be
coupled by public awareness about the beneficial aspects of insurance. Experience has shown
that laws work more effectively on people who are well-informed about such issues. Changing
public attitude through education, together with legal change may prove an effective and

appropriate solution.

58



Reference List

Aditus: Accessing rights [Online]
Available at: http://www.aditus.org.mt/aditus_foundation/Home/Home.html
Accessed on 3" May 2013

Akanle, O., 2011: Operational Threats of Insurance Companies [Online]
Available at: http://ezinearticles.com/?Operational-Threats-of-Insurance-
Companies&id=5941795

Accessed on: 3" May 2013

Alderman, H. and Paxson C., 1992: Do The Poor Insure? A synthesis of the Literature on Risk
and Consumption in Developing Countries
Published by: Agriculture and Rural Development (World Bank Publications)

Available at: nep:/mwww-
wds.worldbank.org/serviet WDSContentServer/WDSP/IB/1992/10/01/000009265_3961003135200/Rendered/PDF/multiOpage.pdf

Accessed on: 3" May 2013

Allianz WorldWide Care: Healthcare in Kenya [Online]
Available at: http://www.allianzworldwidecare.com/healthcare-in-kenya
Accessed on 3" May 2013

AMF Annual Report, 2008 [Online]
Available at: http://amf.gov.al/statistika.asp?id=1
Accessed on 3" May 2013

BBC News India: Why do Indian-Americans flock to the Democratic Party? [Online]
Avalilable at: http://www.bbc.co.uk/news/world-asia-india-19473368
Accessed on 3" May 2013

Bhalla, G.S. and Alagh Y.K, 1979: Performance of Indian agriculture: A districtwise study
Published by: Sterling, New Delhi

Bryman A., 2012, Social Research Methods 4" Edition
Published by: Oxford University Press

Cardona, M. 2010 — You will always have the poor amongst you: A report about poverty in Malta
Published by: Jesuit Centre for Faith and Justice

Available at: http://www.jesuit.org.mt/files/634375920100038750.pdf

Accessed on 3" May 2013

Churchill, C. and Matul, M. 2012: Protecting the Poor: A microinsurance compendium. Vol. Il
Published by ILO & Munich Re Foundation

Chi Squared Test [Online]
Available at: http://www?2.lv.psu.edu/jxm57/irp/chisquar.html
Accessed on: 3" May 2013

Dave Manuel.com, 2009 - Europe Reportedly Has $32.7 Trillion Dollars in Assets Under
Management [Online]

59


http://www.aditus.org.mt/aditus_foundation/Home/Home.html
http://www-wds.worldbank.org/servlet/WDSContentServer/WDSP/IB/1992/10/01/000009265_3961003135200/Rendered/PDF/multi0page.pdf
http://www-wds.worldbank.org/servlet/WDSContentServer/WDSP/IB/1992/10/01/000009265_3961003135200/Rendered/PDF/multi0page.pdf
http://www.allianzworldwidecare.com/healthcare-in-kenya
http://amf.gov.al/statistika.asp?id=1
http://www.bbc.co.uk/news/world-asia-india-19473368
http://www2.lv.psu.edu/jxm57/irp/chisquar.html

Available at: http://www.davemanuel.com/2009/09/16/europe-now-the-worlds-richest-continent/
Accessed on 3" May 2013

Deaton, A. 1992: Saving and Income Smoothing in Céte d'lvoire
Published by Journal of African Economies

De Boeck and Larcier, 2009: L’ économie sociale au Nord et au Sud
Published by Departément De Boeck Université Paris, Bruxelles

Edebalk, P.G. (2000): Emergence of a Welfare State — Social Insurance in Sweden in the
1910s.
Published by: Journal of Social Policy, 29, pp 537-551.

Ernst & Young, 2012 — Flexibility in uncertain times: 2012 global insurance outlook [Online]

Available at:
http://www.ey.com/Publication/vwLUAssets/Global_insurance_industry_outlook_for_012/$FILE/2012%20global%20insurance%20outlook_final.pdf

Accessed on 3" May 2013

Europa, 2011 — At Risk of Poverty or social exclusion by age group [Online]
Available at: http://europa.eu/rapid/press-release_STAT-13-28_en.htm
Accessed on 3" May 2013

Eurostat, 2010 — Europe in Figures [Online]
Available at: http://epp.eurostat.ec.europa.eu/cache/ITY_OFFPUB/KS-CD-10-220/EN/KS-CD-10-220-
EN.PDF

Accessed on 3" May 2013

Freund J. & Perles B., 2007, Modern Elementary Statistics 12" Edition —
Published by: Pearson Prentice Hall

Inland Revenue Malta — 2013 Tax Bands [Online]
Available at: http://www.ird.gov.mt/services/taxrates.aspx

International Co-operative and Mutual Insurance Federation, 2012 - Takaful and Poverty
Alleviation 39" AIO conference [Online]

Available at: www.african-insurance.org/download-file.php?intFile=80

Accessed on 3" May 2013

Investopedia — Moral Hazards [Online]
Available at: http://www.investopedia.com/terms/m/moralhazard.asp
Accessed on 3™ May 2013

Jutting. J, 2005 - Health Insurance for the poor in developing countries
Published by Ashgate Publishing Limited

Library of Congress, Federal Research Division, 2012: Country Profile: Indonesia [Online]
Available at: http://lcweb2.loc.gov/frd/cs/profiles/Indonesia.pdf
Accessed on 3" May 2013

McCord, M. Steinmann, R., Ingram. M.et al., 2012 - The Landscape of Microinsurance in Africa

2012
Published by: Microfinance gateway

60


http://www.davemanuel.com/2009/09/16/europe-now-the-worlds-richest-continent/
http://www.ey.com/Publication/vwLUAssets/Global_insurance_industry_outlook_for_012/$FILE/2012%20global%20insurance%20outlook_final.pdf
http://europa.eu/rapid/press-release_STAT-13-28_en.htm
http://epp.eurostat.ec.europa.eu/cache/ITY_OFFPUB/KS-CD-10-220/EN/KS-CD-10-220-EN.PDF
http://epp.eurostat.ec.europa.eu/cache/ITY_OFFPUB/KS-CD-10-220/EN/KS-CD-10-220-EN.PDF
http://www.ird.gov.mt/services/taxrates.aspx
http://www.african-insurance.org/download-file.php?intFile=80
http://www.investopedia.com/terms/m/moralhazard.asp
http://lcweb2.loc.gov/frd/cs/profiles/Indonesia.pdf

Mukherjee P., 2010, - Trends of Micro insurance in India [Online]

Published by Micro Save

Available at: http://www.microsave.net/files/pdf/IFN_49_ Trends_of Microinsurance_in_India.pdf
Accessed on 3" May 2013

News Medical, 2012: Cote d'lvoire working to rebuild health care system under new presidential
administration [Online]

AvaiIabIe at: http://www.news-medical.net/news/20120315/Cote-dlvoire-working-to-rebuild-health-care-system-under-new-presidential-
administration.aspx

Accessed on 3" May 2013

NSO, 2009 — Malta in Figures [Online]
Available at: http://www.nso.gov.mt/statdoc/document_file.aspx?id=2569
Accessed on 3" May 2013

Pan American Health Organization, 2001 — Uruguay [Online]
Avalilable at: http://www1.paho.org/english/sha/prfluru.htm
Accessed on 3" May 2013

Pan Germany: Crop Rotation [Online]
Available at: http://www.oisat.org/control_methods/cultural__practices/crop_rotation.html
Accessed on 3" May 2013

Pauly, M., Blavin, F. and Meghan, S., 2008: Is there a market for voluntary health insurance in
developing countries?

Published by: National Bureau of Economic Research

Available at: http://www.nber.org/papers/w14095.pdf?new_window=1

Accessed on: 3" May 2013

Paxson, C. 1992: Using Weather Variability to Estimate the Response of Savings to Transitory
Income in Thailand
Published by: American Economic Review

Popper K., 1959, The Logic of Scientific Discovery,
Published by: Routledge, Taylor & Francis (reprinted 2004)

Sammut, J. 2011 — Poverty and Social Exclusion in Malta [Online]
Available at: http://www.socialwatch.eu/wcm/documents/Malta.pdf
Accessed on 3" May 2013

Scribd, Problems and Prospects of Insurance Companies in Bangladesh [Online]

Available at: http://www.scribd.com/doc/20131763/overall-insurance-company%E2%80%99s-
problems-and-prospects-in-Bangladesh

Accessed on: 3" May 2013

Sekhri, N. and Savedoff, W. 2005: Private health insurance: implications for developing
countries

Available at: http://www.scielosp.org/scielo.php?pid=S0042-
96862005000200013&script=sci_arttext&tlng=es

Accessed on 3" May 2013

Sharku, G. Leka, B. and Bajrami, E. 2011: Considerations on Albanian Life Insurance Market

61


http://www.news-medical.net/news/20120315/Cote-dIvoire-working-to-rebuild-health-care-system-under-new-presidential-administration.aspx
http://www.news-medical.net/news/20120315/Cote-dIvoire-working-to-rebuild-health-care-system-under-new-presidential-administration.aspx
http://www.news-medical.net/news/20120315/Cote-dIvoire-working-to-rebuild-health-care-system-under-new-presidential-administration.aspx
http://www.news-medical.net/news/20120315/Cote-dIvoire-working-to-rebuild-health-care-system-under-new-presidential-administration.aspx
http://www.nso.gov.mt/statdoc/document_file.aspx?id=2569
http://www1.paho.org/english/sha/prfluru.htm
http://www.socialwatch.eu/wcm/documents/Malta.pdf

Published by: The Romanian Economic Journal
Available at: http://rejournal.eu/Portals/O/Arhiva/Sharku%20et%20al%20-%20JE%2039.pdf
Accessed on 3" May 2013

Sinha, T., 2004: The Indian Insurance industry: Challenges and prospects

Published by: Swiss Re

Available at: httg)://unpanl.un.org/intradoc/groups/pubIic/documents/apcity/unpan025798.pdf
Accessed on 3" May 2013

Spenkch. J, 2011 - Adverse Selection and Moral Hazards Amongst the Poor: Evidence from a
Randomized Experiment

Published by: MPRA

Available at: http://mpra.ub.uni-muenchen.de/31443/1/MPRA_paper_31443.pdf

Accessed on 3" May 2013

St Andrew’s Scots Church — Malta Microfinance: Growing Through Trust [Online]
Available at: http://www.maltamicrofinance.com/
Accessed on 3" May 2013

Vox - Albania and the Global Crisis, 2009 [Online]
Available at: http://www.voxeu.org/debates/commentaries/albania-and-global-crisis
Accessed on 3" May 2013

Walker, T. and Ryan, R. 1990: Village and household economies in India's semi-arid tropics
Published by: John Hopkins University Press

Available at: http://oar.icrisat.org/485/1/RA_00151.pdf

Accessed on 3" May 2013

World Bank: Albania [Online]
Available at: http://data.worldbank.org/country/albania
Accessed on 3" May 2013

World Bank, India: Priorities for Agriculture and Rural Development

Available at:
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/SOUTHASIAEXT/EXTSAREGTOPAGRI/0,,contentMDK:2
0273764~menuPK:548214~pagePK:34004173~piPK:34003707~theSitePK:452766,00.html

Accessed on 3" May 2013

World Bank: Slovenia [Online]

Available at: http://data.worldbank.org/country/slovenia
Accessed on 3" May 2013

http://mailer.fsu.edu/~slosh/CatDataGuide4.html [Online]

62


http://mpra.ub.uni-muenchen.de/31443/1/MPRA_paper_31443.pdf
http://www.maltamicrofinance.com/
http://oar.icrisat.org/485/1/RA_00151.pdf
http://data.worldbank.org/country/slovenia
http://mailer.fsu.edu/~slosh/CatDataGuide4.html

Appendix 1

Appendix 1.1 Pre-Pilot Testing Interview with YMCA

1. For the benefit of the record, briefly can you describe your job? Which strata of society
do you mostly work with?

2. Inyour profession, how do you deal with such cases?

3. What are the main difficulties that are faced by the poor in Malta?

4. Do you feel that poor people are associated with certain ‘types’ of families and
households? Which?

5. Do you feel that poverty cases are rising in line with the rise in inflation?

6. Arecent statistic stated that 27% of Maltese children are in the risk to be materially
deprived or in the poor section of society when they come of age. Do you think that
poverty is increasing in Malta?

7. Do you consider Insurance to be one of the main expenses that are faced by them?
Apart from expense, do you feel that there are other reasons why such persons do not
purchase insurance?

8. Do you feel that Insurance can greatly benefit such persons? Why?

9. Do you feel that microinsurance can solve the problems that are faced by ordinary

insurance policies? Why?
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Appendix 1.2 Post-Pilot Testing Interview with YMCA

1. For the benefit of the record, briefly can you describe your job? Which strata of society
do you mostly work with?

2. Inyour profession, how do you deal with such cases?

3. What are the main difficulties that are faced by the poor in Malta?

4. Do you feel that poor people are associated with certain ‘types’ of families and
households? Which?

5. Do you feel that poverty cases are rising in line with the rise in inflation?

6. Do you think that poverty is increasing in Malta?

7. Do you consider Insurance to be one of the main expenses that are faced by them?
Apart from expense, do you feel that there are other reasons why such persons do not
purchase insurance?

8. Do you feel that Insurance can greatly benefit such persons? Why?

9. Do you feel that microinsurance can solve the problems that are faced by ordinary

insurance policies? Why?
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Appendix 1.3 YMCA Interview Transcription

Interviewer: For the benefit of the record, can you explain your work and what it

involved?

Interviewee: We are YMCA homeless. We mostly focus on the homeless. However, persons
come from all strata of society who have different needs i.e. not only homeless persons. We
see persons that have usury problems, abuse problems, financial problems, some come to see
the clothes that we offer and we practically try to help them. Sometimes, people come simply to

talk to someone and not necessarily because they have a problem.

Interviewer. So basically, apart from financial problems, you also deal with social

problems.
Interviewee: Exactly. Generally, social problems eventually lead to financial problems.

Interviewer: And how do you try to deal with these cases? For example, you mentioned

usury. If a person has this problem, how do you help them?

Interviewee: When usury is concerned, we are not involved because of the fact that we do not
offer advocacy. We are only an NGO and thus we do not have the finances available for
advocacy. When this happens, Caritas will get involved. We only offer support, for example, if
you have usury problems, you cannot pay the bills, you don’t have anything to eat, you have no
clothes to wear. As | told you, clothes can be obtained from here and we can also offer them
some food from private donations. Thus, we can reduce the burden through having something

to eat.
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Interviewer: Do you have aresidence for the homeless?

Interviewee: Yes. Where homeless are involved, we accept them. At the moment, we have
two programs; we have one program for the minors i.e. 14-18 years, then we have another
program 18+, for example at the moment we have a 72 year old women. They are homeless for
various reasons such as unemployment, financial problems, family quarrels, landlords sending
them away, and till they find another place to stay, they come to stay with us. They have a 6
month period but if they require some more time, they can stay a bit longer. During this period,
we will help them to find employment, apply for allowances, apply for housing schemes. We
can allocate up to 25 people, if we are full up, we will send them to appogg and the ‘appogg’ will

find a governmental residence for them.

Interviewer: So, basically, if you cannot help them, you can ask for assistance from

other organizations.

Interviewee: Exactly

Interviewer: You mentioned minors from 14 to 18 years of age, these are necessarily

because they do not have parents or they have parents but are abandoned?

Interviewee: The majority of them come from broken families. They have a family but because
of problems such as abuse, health problems (both physical and mental). A care order is issued
which means that the children will become state children i.e. the state will take care of the child.
Sometimes, the child will leave home and goes to search for help from strangers. S/he tells us
that the parents cannot take care of me, can you please take care of me? Other cases involve
parents who come to us and tell us that they cannot take care of the child due to financial
problems and pleade to us so that we can take care of him. These cases cannot come directly
to us, they have to pass through appogg first. Appogg is a governmental social work agency.
When you are underage, first you have to go to appogg so that the government will know about

you.
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Interviewer: The government will then send them to YMCA?

Interviewee: We are generally the last resort due to the fact that our shelter is an adult shelter.
Only last June/July did the minors start to come to us. So basically, they pass through the

government system and if they do not have any palce to stay, they come to us.

Interviewer: What happens when you are full-up? Do you still accept them?

Interviewee: Yes. For example, sometimes we have 8 references everyday, which is virtually
impossible to accept every single child and the amount of children entering nowadays is

enormous.

Interviewer: As time goes by, do you feel that the amount of children needing your

assistance is increasing?

Interviewee: Yes.

Interviewer: In fact, last time | found a statistic that said that in the following 10 years or
so, 25% of the Maltese population is going to be poor. You are actually seeing it. As

time goes by, you are feeling that it is actually increasing.

Do you feel that the poor persons are associated with certain types of
families? For example, you mentioned the broken families, is there a tendency that

broken families are in greater risk for being poor?

Interviewee: It depends. When you see families that do not have a certain academic
intelligence have a greater risk to become poor. However, we have some cases where the
person is rich and in an instinct, he loses everything and becomes homeless. This would be
one of the worst cases because he cannot accept that he once had everything but now, he has
to live in a room with 4 other persons, has to share his food with them and if he has nothing to

eat, he has to plead for food. However, | seem to agree with your statement. For example, in
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Valletta you will find a lot of families that need assistance. Even in the Cottonera areas, St
Paul’'s Bay and Qawra. They are increasing rapidly. The majority of these are in areas where

there are the social housing.

Interviewer: Does the fact that they live together have a ripple effect? Is this a mentality

of the area or because there is no alternative?

Interviewee: The majority is the mentality. For example, if you work in Valletta, you
automatically observe the people. They do not have money for food, but they have money for
cigarettes, money for hairdressing, money for nail technicians. Things that for an employed
person like me, cannot afford them. These persons live on governmental allowances and
together with school expenses, they still are able to afford them. Sometimes, when they hear
that a donation comes, they come rushing to our centre, some with coats, with long nails etc...
So yes, the majority of them is the mentality of the persons, the mentality to steal as much as
possible. On the other hand, there are genuine cases where they truly have problems. Cases
that are unbelievable. Soemtimes, | say to myself that example, this person is very unfortunate.
Everything seems to happen to her. It's unbelievable. The papers that she receives convinced

me to believe her because | couldn’t believe at first.

Interviewer: You cannot generalize everyone.

Interviewee: No, no you cannot.

Interviewer: You mentioned that they go to hairdressers, nail technicians. Can this be

purely because they want to hide their poverty?

Interviewee: Yes, | think so. For example, if you take Valletta, everyone is minding everyone’s
business. Literally, everyone knows who slept with whom at night. They know everything about

them. So this may be the reason why they try to hide their poverty. Note that apart from being
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poor from the outside, they are also poor from the inside. They are basically hiding the

emptiness they have in the inside from the outside.

Interviewer: Do you try to get them out from this mentality? Or you only help them

financially?

Interviewee: We try to tackle both aspects. For example, if a person comes for food, we give
her food. However, if she comes the second time, we ask her, why do you need food? So, you
are not helping her now and that’s it. You are helping her for her future. Note that we do not
give money and | know of no agency that gives money. This is because of the abuse that can
happen from such money. For example, | can give you money for food and you go to spend

them in cigarettes which basically does not make sense.

Interviewer: Do you think insurance is one of the expenses for these people?

Interviewee: | don’t think so due to the fact that these persons do not have a culture to have
insurance. |, who is a bit better than them, still do not have the culture of insurance. My brother
have insurance because he has bought a house. It is still not a culture in Malta for everyone to

have insurance.

Interviewer: So, do you think it is the only the mentality or maybe because the premium

is too expensive and they cannot accept it.

Interviewee: Yes, | think that the second reason is another reason.

Interviewer: So, if there is someone and comes to explain how insurance operates. Do
you feel that there is a greater chance to have insurance? Or they still stay the same

because of the high premium?

Interviewee: | don'’t think it makes a difference. Maybe because | work in Valletta and | mostly

see persons who live in Valletta. Sometimes we tell them,’rather than buying useless things,
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invest in your child to go to private lessons”, they still tell us that it is a waste of money. They do
not spend money for the benefit of their children so | don’t imagine that they are going to spend

their money for insurance that for them is something extraordinary.

Interviewer: However, do you think that insurance can help them?

Interviewee: Yes, | think it will help them. At the end of the day, these persons are going to
benefit from such schemes. If something happens and they want to go to the doctor and they
do not have money to pay the doctor, insurance will help them. On the other hand, there are
governmental services in Malta so everything is payable from the state e.g. if you need

medicine, the government will help you.

Interviewer: So basically, the government is helping them and is acting as an insurance

for them.

Interviewee: Exactly. Now, if the political parties decide that health will not continue to be free,

then yes, insurance will make sense.

Interviewer: So now, that we know that it is free...

Interviewee: Exactly. They know that if something happens, they will find assistance.

Interviewer: Do you feel that micro insurance can solve this type of mentality? The fact
that they have their money and a percentage is going in this account, in this pool of
funds. For example, you mentioned that health is free, however not everything is free.
Motor insurance is not free, home insurance is not free, the only thing that is free is
health. Micro insurance is not only health. Do you feel that Micro Insurance will help
them in e.g. motor insurance, home insurance. Imagine that a person is living in his only
house that he has, his only possession and something happens and this house catches

fire or something. Everything can happen.
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Interviewee: In the case that they have their own property, it makes a lot of sense because
they are indirectly saving something. However, on the other hand, many of the clients that |
meet only have a relief and it's very difficult to save to have a life insurance with a relief. It is
also very difficult to have your own home and in most cases, they don’'t even have enough
money for private rent and for private rent, you can apply for the housing system and instead of
paying 170, you pay 63 monthly rent. Personally, now that | know about it, feel that it is a great
idea but | still feel that finances are very limited and in my opinion, for e.g. 5 euros, they would
prefer to spend them to look good, rather than to buy insurance. In fact, many of them receive
the relief cheque every Tuesday and can be encashed on Saturday. They prefer to encash
every Tuesday at Coppini and pay something due to the fact that they do not have enough
money between Tuesday and Saturday to wait to encash the cheque. Sometimes, it is a
addiction cycle that is very difficult to be changed and unfortunately, the children of these people
are growing up with the same mentality. For example, when you ask them what they want to be

when they grow up, they say “Like my father, with a pint beer and in front of television.”

Interviewer: That’s the worst part of it. As | told you, the percentage is increasing. They

are growing up with the same mentality and they continue....

Interviewee: If you see the homeless, about 2 to 3 years ago, we would have about 15-20
children in the homeless shelter. Last year, we had a period where we had 36. Apart from not
being ideal to have this amount of people due to the fact that the capacity is of 25. The need is
increasing. In fact we are opening a bigger shelter because we cannot cater for the amount of

work that we have.
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Appendix 1.4 Pre-Pilot Testing Interview with Aditus

10.

11.

For the benefit of the record, can you describe your organization? What are its
objectives?

How did the idea of such organization come up?

With whom do you work most and why?

One of the innovations that your organization came up with in Malta was the idea of
Microfinance. What is the need of such innovation?

Was this innovation successful?

Where there any problems that were faced whilst setting up the microfinance
organization? Where they caused by third parties or by the system itself?

Did you find any assistance from the Government or from the EU?

My dissertation deals with the availability of insurance on different strata of society.
What are your views on such statement?

Considering the success of microfinance, do you feel that Microinsurance would enjoy a
similar fate? Why?

Why do you think that Microinsurance has not yet been introduced in Malta?
Considering that you are a Human Rights organization, do you feel that Microinsurance

would strengthen the human rights of the poor population? Why?
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Appendix 1.5 Post-Pilot Testing Interview with Aditus

1. For the benefit of the record, can you describe your organization? What are its
objectives?

2. How did the idea of such organization come up?

3.  With whom do you work most and why?

4. One of the innovations that your organization came up with in Malta was the idea of
Microfinance. What is the need of such innovation?

5. Was this innovation successful?

6. Where there any problems that were faced whilst setting up the microfinance
organization? Where they caused by third parties or by the system itself?

7. Did you find any assistance from the Government or from the EU? Why?

8. My dissertation deals with the availability of insurance on different strata of society.
What are your views on such statement?

9. Considering the success of microfinance, do you feel that Microinsurance would enjoy a
similar fate? Why?

10. Why do you think that Microinsurance is not currently present in Malta?

11. How would Microinsurance improve the human rights of the poor society?
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Appendix 1.6 Aditus Interview Transcript

Interviewer: For the benefit of the record, can you describe the organization? What do

you do? What are your objectives?

Interviewee: Aditus foundation was set up 2 years ago as an organization for human rights on
a national level. As a priority, there are three areas, as you can see on the website, that we
want to involve ourselves in: we have the role of monitoring human rights, the role of acting on
human rights (we intervene where we feel the need to intervene, giving legal advice, writing a
letter to the minister, reporting to the EU) and reporting (observing the situation and writing
reports on what we are observing with the aim for advocacy to improve human rights). Those
are the three areas that we work on. On top of those three areas, we decide which theme we
are going to involve ourselves more. Every year, we analyze our annual priorities and this year
we are going to focus on the rights for illegal immigrants and refugees whom we feel that they
need our activities, we would like to focus on the LGBT community (gays, lesbians, transgender
etc), we are going to observe children rights and whether there is the need for us to be involved

and also on the access to justice which is the procedure that individuals have to do for justice.
Interviewer: How did the organization start up? How did the idea come up?

Interviewee: | have worked in the human rights sector for a number of years. | started with
working with only refugees, | used to work with the united nations high commissioner for
refugees in Malta. Thus, | was involved a lot in the rights for refugees. | did my masters in
human rights from the general aspect, not only from the refugee point of view. After 4 years
with the UNHR, | decided to stop because | wanted to focus on other groups, not just refugees,
because | felt that there are a lot of groups of people that do not have an agency that represents
them through advocacy. With regards to services, there are a lot of NGOs that give social work,

psychological work, shelters, there are a lot of agencies. We only felt that there are no agencies

74



that focus only on advocacy i.e. one that makes advocacy with the government and EU to
improve the quality of the legislation and policies. | decided that the experience | had with the
refugees, | develop it in the contest of an NGO (when you are an NGO, you can apply for

funding, you have a better reputation) and we formed this NGO and we are developing it slowly.

Interviewer: What are the main groups of people you work with mostly? You mentioned

the refugees.. but are there any others?

Interviewee: That is according to what we decide annually. When we started, we started with

the refugees due to my expertise with them. However, as | have told you, there exist other
groups of persons that needed this type of advocacy. We identified the community of LGBT,
who only have few entities that represent them so we decided to help them. Apart from that,
this year we are going to focus on children rights and also in the context of access to justice.
We have to decide whether we either operate according to the group e.g. immigrants, refugees,

LGBT... or else according to the theme or topic.

Interviewer: Previously to this interview, we were discussing micro finance. What is the

reason for starting up micro finance?

Interviewee: The idea of micro finance is not our idea. This is a project that is driven by the
Scottish church in Malta because they acquired some funds from the Scottish churches around
Europe, they submitted a project and the project was accepted from all the churches and thus,
they are going to start the project. Apart from supporting the project, which has aims that we
accept them and understand them because they are helping vulnerable people of society like
refugees or Maltese people that need help. The project is not going to be focused only on
refugees but also Maltese people that have basic income; that do not have access to bank
loans etc.. Due to the fact that we are a group of lawyers and are experts in the legal system,

we are offering our expertise regarding legal concepts.
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Interviewer: So basically, you have been approached by the Scottish church?

Interviewee: Yes. They contacted us because they know that we have experience regarding
refugees and human rights. Apart from the fact that we are helping the project through legal
expertise to get the license, we are also explaining the refugees situation and also of those

Maltese persons that need these type of services.

Interviewer: How is the process operating? Is the process slow?

Interviewee: Itis a bit slow and difficult where the MFSA is concerned. Not because the MFSA
is not helping or the procedures are taking long to operate but because the procedures are very
complex. You are applying for a bank licence and the procedures are set up for professional
banks that have already a large amount of capital, a lot of shareholders that have a certain size
and have a team that is working on these procedures. There are no laws or policies that are
specifically for micro finance. They couldn’t adapt the procedures for micro finance. We had to
conform with normal banking procedures and because the size and activities of the bank are
completely different, we had some issues to enter into their system. However, from the point of
MFSA, we saw a lot of help in e.g. corporate profile, objectives, aims, activities; they helped us

to tweak them to get in line with the banking legislation.

Interviewer: Were there any third parties that caused problems or you experienced

problems from the legal aspect only?

Interviewee: We are still at licencing stage so the project have not yet started so the main
problems are because the law do not cater for these type of activities. Essentially, that is the
problem; the size of the bank is not adequate and due to the fact that there is no team of
experts that is working day-to-day on these type of activities. Micro finance is voluntary work
and thus, there is no one that is purely dedicated on the licencing process. For example,

Interviewee? is doing this work in our work as an NGO when she can.
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Interviewee 2: Obviously, it is very technical. A lot of the volunteers do not understand in the
need for all these procedures because they are only social workers, academics and they do not
understand the need to conform with banking laws, which are very technical laws. This also
includes police conduct, contact persons and all these procedures. Microfinance is only a small
loan but for them, a financial institution of many millions and micro finance is the same. There is
also the problem of clients/beneficiaries. The beneficiaries do not know a lot about how we are

going to work, the type of loans.

Interviewer: So basically there has to be some type of education from those that are

benefitting from it.

Interviewee 2. Yes. There is the idea. We have social workers who are working with us but it

is still very difficult for them to understand the business idea of it

Interviewer: Do you have any kind of governmental assistance?

Interviewee: Until now, we have a positive response from the MFSA. They did not tell us that
we cannot do it; they told us that we can but we have the laws and we are going to help you to
be in line with the legislation. | do not think that the Scottish church approached the government
for allowances as yet because the project is still in the preliminary stage. | presume that when
this gets more advanced, they would have access to refugee open centres, they would need to
work with governmental entities where Maltese persons would need this type of benefit; | think
that they would have to work with Appogg to make contact with the clients. Until now, they have

not yet arrived at that stage.

Interviewer: With regards to micro insurance, do you think that it should enter in Malta?

Interviewee: If it is an initiative that is going to help people to be more independent and can do
their own things without offering guarantees that cannot be done because they do not have

enough funds to do them, they do not have access to that type of funds, it is a great idea. One
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of the main concerns that we see with refugees and poor Maltese persons is because they do
not have the necessary facilities to start their own activity; they are always dependent on
someone else that is going to help them such as in employment, to open a business etc. Ifitis
an idea that will help persons to emerge from their vulnerability, then yes it would be a great

idea.

Interviewer: Why do you think that micro insurance does not exist in Malta at the

moment?

Interviewee: | think because no one came up with the idea. For example, | never heard about

it.

Interviewer: Maybe because of certain knowledge about insurance...

Interviewee: Yes. | don't think that there are a lot of people that have this type of knowledge.

Interviewer: Do you feel that it would be difficult for micro insurance to enter the

market?

Interviewee: Being a lawyer, | thinking in the contest of the legislation, the greatest difficulty is
with the insurance laws. Whether the insurance laws as they currently stand now permits such
arrangement. | don’t know whether the MFSA can include it in the laws that are currently
present because I’'m not specialized in insurance laws. Apart from the fact that no one set it up
yet. | don’t think it’s difficult to identify the beneficiaries because there are a lot of groups that
have a relation with these types of people. What is needed is that the person who has this idea
makes contact with these organizations just like what the micro finance organization did with us
that we know the situation so that when you start offering these types of services, you offer
according to the needs of the people. You observe what are the needs so that you arrange the

needs according to the needs of the community.
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Interviewer: Earlier you mentioned that you also work with Maltese people i.e. there are

Maltese people that are vulnerable.

Interviewee: Yes. If you see the last Caritas and EU report, | was surprised with the high rate

of vulnerable persons.

Interviewer: Yes, yes and the number is going to increase because their children are

growing up with the same vulnerability

Interviewee: Yes and with the economic crisis, the vulnerability is increasing.

Interviewer: If an organization comes and ask you to help her with micro insurance,

would you help her?

Interviewee: If we can offer our expertise in the area, for example if someone asks me for the
needs of the refugees, | can help him because we work in that area daily. We can also offer the
contact with the community; we can help in the organization of the focus groups and discussion
groups. We can meet both parties together to discuss certain issues and if we can offer our
expertise as lawyers, we are ready to offer it but it is in our context. We are a small group and
the majority of us are volunteers so we are ready to help but with respect to our limitations as

being a small voluntary group.

Interviewer: Do you think that micro insurance improve human rights?

Interviewee: If the idea is to make people more independent and with their independence they
can realize their rights, yes it will improve. You would recognize that when someone do not
have access to independence and work, when he do not have a good standard of living, a lot of
his or her rights are going to suffer e.g. the right for education, freedom of expression, a lot of
these rights are going to suffer because if you do not have this type of independence, you are
going to suffer in a lot of areas. When there is a tool that strengthens this independence, then

yes, it is something that improves human rights.
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Interviewer: The vulnerability of these persons generally leads to another aspect such as

education and this worsens their situation.

Interviewee: For example, if you take women that were suffering domestic violence, apart from
the violence, one of the main problems that they face is that when they leave their perpetrator,
they cannot start a new life on their own because they do not have access to employment and
do not have enough money to live independently and because of this fact, they return to their
husband and abuse starts again. Thus, when there are tools that help people to be

independent, it would be of a great benefit for them.

Interviewer: Any other comments...

Interviewee: Itis an interesting idea and | never heard about it. If an organization wishes to
implement it, we are ready to help and to see where we can be involved. Obviously according
to resources, but we are here to help and if we want to improve human rights, we are ready to

help.
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Appendix 2

Appendix 2.1 UREC Proposal Form
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UNIVERSITY OF MALTA

UNIVERSITY RESEARCH ETHICS COMMITTEE

Check list to be included with UREC proposal form

Please make sure to tick ALL the items. Incomplete forms will not be accepted.

Recruitment letter / Information sheet for subjects, in English

Recruitment letter / Information sheet for subjects, in
Maltese

Consent form, in English, signed by supervisor, and including
your contact details

Consent form, in Maltese, signed by supervisor, and including
your contact details

In the case of children or other vulnerable groups, consent
forms for parents/ guardians, in English

In the case of children or other vulnerable groups, consent
forms for parents/ guardians, in Maltese

Tests, questionnaires, interview or focus group questions,
etc, in English

Tests, questionnaires, interview or focus group questions,
etc, in Maltese

Other institutional approval for access to subjects: Health
Division, Directorate for Quality and Standards in Education,
Department of Public Health, Curia...

Other institutional approval for access to data: Registrar,
Data Protection Officer Health Division/Hospital, Directorate
for Quality and Standards in Education, Department of Public
Health...

Approval from person directly responsible for subjects:
Medical Consultants, Nursing Officers, Head of School...

Received by Faculty office on

Discussed by Faculty Research Ethics Committee
on

Discussed by university Research Ethics Committee
on
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UNIVERSITY OF MALTA

Request for Approval of Human Subjects Research

Please type. Handwritten forms will not be accepted

You may follow this format on separate sheets or use additional pages if necessary.

FROM: (name, address for correspondence)
Luke Baldacchino

Grenfell Court, Flt No.6

TELEPHONE: 21633228/79308274

E-MAIL
lukebaldacchino91@gmail.com

COURSE AND YEAR:
Bachelor of Commerce Insurance (Hons)

PROJECT TITLE:

The relevance of the Insurance Industry to all strata
of the population — Does a solution exist?

DURATION OF ENTIRE PROJECT:

from October to May

FACULTY SUPERVISOR'S NAME:

Mr.Dominic Cortis

ANTICIPATED FUNDING SOURCE
(include grant or contract number if known)

1. Please give a brief summary of the purpose of the research. in non-technical language.

The purpose of the research is to analyze the availability of insurance to all social classes ie
the rich and the poor population. Thus, such research is done by analyzing the standard of
living of a family and whether insurance is relevant to such family.

or poster, if any.)

2. Give details of procedures that relate to subjects' participation
(a) How are subjects recruited? What inducement is offered? (Append copy of letter or advertisement

Distribution of questionnaires through online surveys and by hand

]
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(b) Salient characteristics of subjects—number who will participate, age range. sex. institutional
affiliation. other special criteria:
Targeting 150 families of all types

(c) Describe how permission has been obtained from cooperating institution(s)—school. hospital.
organization. prison, or other relevant organization. (Append letrers.) Is the approval of another
Research Ethies Comumittee required?

No

(d) What do subjects do. or what is done to them. or what information is gathered? (Append copies of
instructions or tests or questionnaires.) How many times will observations, tests, etc.. be conducted?
How long will their participation take?

They answer the questions questioned. Questionnaires usually don't take more than 10
minutes and are only held once.
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(¢) Which of the following data categories are collected? Please indicate “Yes™ or ‘No”.

Data that reveals — race or ethnic origin No
political opinions No
religious or philosophical beliefs No
trade union memberships No
health No
sex life No
genetic information No

3. How do you explain the research to subjects and obtain their informed consent to participate? (If in
writing, append a copy of consent form.) If subjects are minors, mentally infirm. or otherwise not
legally competent to consent to participation. how is their assent obtained and from whom is proxy
consent obtained? How is it made clear to subjects that they can quit the study at any time?

In the briefing of the questionnaire, | explained to the respondents the purpose of the
questionnaire and why it is being held and that they can quit any time. Moreover, their consent
is asked in the first question of the questionnaire.

4 Do subjects risk any harm—physical. psychological. legal, social—by participating in the research?
Are the risks necessary? What safeguards do you take to minimize the risks?

The questionnaire may have social risks but | made sure that answering the questionnaire is a
private matter and that no respondent identity is disclosed. In the case of face-to-face
distributed, answered questionnaires are then put into a box and mixed with other
questionnaires.
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5. Are subjects deliberately deceived in any way? If so. what is the nature of the deception? Is it likely
to be significant to subjects? Is there any other way to conduct the research that would not involve
deception, and, if so. why have you not chosen that alternative? What explanation for the deception do
you give to subjects following their participation?

No

6. How will participation in this research benefit subjects? If subjects will be “debriefed” or receive
information about the research project following its conclusion, how do you ensure the educational
value of the process? (Include copies of any debriefing or educational materials)
Such research aims to help the poor society of the population by suggesting better insurance
cover for them. Moreover, if a respondent wishes to know more about the research conducted,
my email is attached with the questionnaire.

L
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From: Brenda Bonnici <brenda.bonnici@um.edu.mt>
Date: Wed, Mar 6, 2013 at 12:46 PM
Subject: UREC Proposal Form - Luke Baldacchino

To: dominic.cortis@gmail.com
Cc: SIMON GRIMA <simon.grima@um.edu.mt>, Carl Camilleri <carl.camilleri@um.edu.mt>,
Francis Debono <francis.debono@um.edu.mt>, Nathaniel P Massa

<nathaniel.massa@um.edu.mt>

Dear Mr. Cortis

During a meeting held on Tuesday 5th March 2013, the FEMA Research
Ethics Committee has come to the conclusion that no ethical clearance
is required in relation to the proposal submitted by Mr. Luke
Baldacchino with regards to his proposed research.

Nevertheless it is important that you ensure that Mr. Luke Baldacchino
obtains all necessary consent forms in this regard.

Your are kindly requested to inform Mr. Luke Baldacchino accordingly.

Needless to say, please feel free to contact me should you require
further information and/or any clarifications.

Thanks and Regards

Brenda Bonnici

Administrative Assistant

Marketing Department, Room 431

Faculty of Economics, Management and Accountancy
University of Malta

Msida MSD2080

MALTA

Direct line: 2340 3478
Email: marketing.fema@um.edu.mt
Department Web: www.um.edu.mt/fema/marketing
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Appendix 2.2 YMCA Consent Form

18" March 2013

To whom it may concern,

I am inviting you to participate in a research project to study “The Availability of
Insurance within all strata of society: Does a problem exist?” I would be very much
obliged should you grant me an interview wherein you can voice your beliefs on the

Maltese poor population in general and the specificities of insurance to such a society.

The results of this project form part of a data collection process for the Bachelor’s dissertation I
am working on. Through your participation, I hope to understand management’s attitudes
towards, awareness and perceptions of insurance. I hope that the results of the survey will
provide important feedback for the dissertation. Your participation in this research could

influence the mode of implementation, consolidating stakeholder ownership at the grassroots.

I guarantee that your responses will not be identified with you personally. Your individual
comments and answers will be strictly confidential. Your participation is voluntary and would

be much appreciated. Please let me know if you would like a summary of my findings.
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If you have any questions or concerns about granting an interview or about being in this
study, you may contact me on 79308274. This project has been approved by my

Supervisor and the Research Ethics Committee of The University of Malta.

Yours sincerely,

Luke Baldacchino
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Appendix 2.3 Aditus Consent Form

11" March 2013

To whom it may concern,

| am inviting you to participate in a research project to study “The Availability of Insurance within
all strata of society: Does a problem exist?” | would be very much obliged should you grant me
an interview wherein you can voice your beliefs on the Maltese poor population in general and

the specificities of insurance to such a society.

The results of this project form part of a data collection process for the Bachelor’'s dissertation |
am working on. Through your participation, | hope to understand management’s attitudes
towards, awareness and perceptions of insurance. | hope that the results of the survey will
provide important feedback for the dissertation. Your participation in this research could

influence the mode of implementation, consolidating stakeholder ownership at the grassroots.

| guarantee that your responses will not be identified with you personally. Your individual
comments and answers will be strictly confidential. Your participation is voluntary and would be

much appreciated. Please let me know if you would like a summary of my findings.

90



If you have any questions or concerns about granting an interview or about being in this study,
you may contact me on 79308274. This project has been approved by my Supervisor and the

Research Ethics Committee of The University of Malta.

Yours sincerely,

Luke Baldacchino
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Appendix 3
Appendix 3.1 Questionnaire

| am a student of the University of Malta reading a Bachelor of Commerce (Honours) course,
specializing in Insurance. Currently, | am working on my dissertation entitled “The relevance of
the Insurance Industry to all strata of the population — Does a solution exist?” and have set up
a questionnaire to analyze the relationship that exists between the incomes that are enjoyed
by the Maltese population and the purchasing of insurance products. The aim of this research
is to know the opinions regarding insurance by the different strata of society. | am inviting you
to participate in this questionnaire as a family because | wish to know your opinion about
insurance. Please note that such answers would be strictly confidential and would only be used
for the purpose of this study. Note that your identity would surely not be known. If you wish
to know the results obtained from this study and have any queries regarding the
questionnaire, you can contact me by email on 1bal0010@um.edu.mt and | will send you the
full dissertation (available mid-May) and answer your queries respectively. Although one may
quit the questionnaire any time, | encourage you to respond all questions so that the research
would be more accurate.

1. Can the answers answered below be used for the research conducted?

Yes
No

2. Please tick the number of persons living in the household:

1-2
3-4
5-6
6+

3. From the above, how many are children under 18 years of age?
0-1
2-3

4-5
6+
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4. What is the status of the breadwinner of the household?

Single

Single Parent
Married

Married Parent
Co-habitated
Co-habitated Parent
Widowed

Widowed Parent

5. What is the highest level of education achieved by the breadwinner of the household?

Primary Level (till Yr6)
Secondary Level (till Form 5)
Post-Secondary Level (A levels)
Tertiary Level (Undergraduate)
Post-Graduate

Other

6. Which of these best describes the employment status of the breadwinner of the
household?

Student

Employed Full-Time

Employed Part-Time

Unemployed but searching for a job

Unemployed due to a valid reason (health reasons, disability etc...)
Retired

7. What is the yearly income band (excluding tax) that you receive as a family?

0-7,000

7,001 -15,000
15,001 - 22,000
22,001 - 30,000
30,0001 - 40,000
40,0001+

8. Do you feel that the family income is adequate for everyday needs?

Yes
No
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9. If you answered No to the previous question, why?

10. Apart from Visa Loans, do you currently have loans that still need to be paid?

Yes
No

11. Do you live in a rented house?

Yes
No

12. Please tick which of the following applies to the family (tick more than one):

Ability to meet unexpected expenses

Ability to pay for a one-week annual holiday away from home

Ability to keep up with bills (mortgage payments, utilities, loan repayments)
Capacity to afford a meal with meat, chicken, fish or a vegetarian equivalent every
second day

Capacity to keep the home adequately warm

Possession of a washing machine

Possession of a colour television

Possession of a telephone

Possession of a private car

13. What do you consider motor insurance to be (please tick the most relevant)?
Extra benefit

Extra cost
Does not apply

14. What motor insurance do you currently have for your car?

Third Party

Third Party Fire and Theft
Comprehensive Cover
Does not apply
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15. Apart from motor insurance, do you possess other insurance policies?

Yes
No

16. If you answered yes to question 15, what are the insurance policies that you possess?
(Tick which applies to you)

Home Policy
Health Policy
Life Policy
Travel Policy
Business Policy
Other:

17. If you answered no to question 15, why?

Do not know of any other insurance policies
Too expensive

Other insurance policies are not needed
Lack of trust in insurance companies

Other reasons:

18. In your opinion, why is insurance developed?

More profits for insurance companies
To help the insured when a claim arises
Other:

19. Do you feel that knowledge about insurance is available in the country?

Yes
No
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20. Any comments that you wish to pass on?

Thank you for your patience with answering this questionnaire.
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Appendix 4

Appendix 4.1 Chi-Squared Testing for Population Sample

(0,-E))’

=2 —f

(9.17—-32.51)? + (65—53.91)2 + (25.83—13.58)2
32.51 53.91 13.58

=16.76 + 2.28 + 11.05

= 30.09
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Appendix 4.2 Chi-Squared testing for Independence between Income
and whether motor insurance is extra cost or extra benefit

2 (Oi_Ei)z
vy QB

2 2 2 2 2
(4-374)%  (17-17.62)%  (19-2029)% A (14-10.14)%  (5-6.41)

3.74 17.62 20.29 10.14 6.41
+(4—4.81)2 +(3—3.26)2 +(16—15.38)2 +(19—17.71)2 +(5—8.86)2
4.81 3.26 15.38 17.71 8.86

2 2
+(7—5.59) +(5—4.19)
5.59 4.19

= 0.02+0.02+0.08+1.47+0.31+0.14+0.02+0.02
+0.09+1.68+0.36+0.16

=4.37
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Appendix 4.3 Chi-Squared testing for Independence between Income
and motor insurance

3—1.93)2 1-2.8)2 2—3)2 2—-0.27)2 9-8.22)2
( ) " ( ) " (2-3) " ( ) " ( )
1.93 2.8 3 0.27 8.22
8—12.75)2 1-1.13)2 10—-9.18)2 13-13.3)2 (14-14.25)%
" ( ) 4 ( ) 4 ( ) n ( ) " ( )
12.75 1.13 9.18 13.3 14.25

16—11.9)2 1-1.27)2 5—4.59)2 4—6.65)2 10—7.13)2
" ( ) " ( ) " ( ) " ( ) " ( )
11.9 1.27 4.59 6.65 7.13

0-0.63)2 1-2.9)2 4—4.2)2 7—4.5)2 0—0.4)2
n ( ) " ( ) " ( ) " ( ) " ( )
0.63 2.9 4.2 4.5 0.4

1-2.18)2 4-3.15)2 4-3.38)2 0-0.3)2
" ( ) + ( ) " ( ) 4 ( )
2.18 3.15 3.38 0.3

=0.59+1.16+0.33+11.08 +0.07 +1.77 + 0.01 + 0.07 + 0.007 +
0.004+1.41+006+0.04+106+1.16+0.63+1.24+0.01+1.39
+0.4+0.64+0.23+0.11+0.3

=23.77

99



Appendix 4.4 Chi-Squared Testing for Independence between income
and other insurance policies

2 2 2 2 2
(7-3.6)°  (1-44)?  (19-153)* (15-187)?  (17-17.1)

3.6 4.4 15.3 18.7 17.1
+(21—20.9)2 +(8—8.55)2 +(11—10.45)2 +(2—5.4)2 +(10—6.6)2
20.9 8.55 10.45 5.4 6.6

2 2
+(1—4.05) +(8—4.95)
4.05 4.95

=3.21+2.63+0.89+0.73 + 0.0006 + 0.0005 + 0.03
+2.14+1.75+2.30 + 1.88

= 15.56
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