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ABSTRACT

Motor vehicle Insurance is one of the most popular
classes in Uganda’s Insurance Sector. In order to track
changes and growth in this insurance business line,
a study was conducted by the Insurance Regulatory
Authority during the fourth quarter of 2019/2020
covering all licensed non-life Insurance companies.
wThe study covered the period 2015 to 2019 with an
objective of providing the Authority with requisite data
capable of guiding planning and policy formulation in
the sector as well as informing future studies.
A contextual supportive analysis was used to analyze
both quantitative and qualitative data collected from
20 Insurance players. From the study, statutory Motor
Third Party (MTP) was found to be a more popular
class of Motor Vehicle Insurance in the country than
Motor Comprehensive Policy (MCP) class.
This study presents useful information on the status
of motor vehicle insurance in the country and a
comparative analysis of the data from Ministry of
Works and Transport (MoWT) on current motor
vehicle numbers in the country and Uganda Insurers
Association (UIA) on the number of certificates sold
in a year.
The study noted a high level of non-compliance
with a total number of policies purchased increasing
from 158,279 units in 2015 to 418,117 units in 2019

4

out of over 1,600,000 insurable units (about 26%
Compliance). Out of the insured motor vehicles, 85%
had MTP statutory only while 15% had MCP.
The study recommends stricter enforcement
mechanisms by strengthening partnerships with
various stakeholders ranging from Uganda Revenue
Authority, Ministry of works, Uganda Police, to
Transporters Associations.
Additionally, the Authority should partner with
Uganda police to carry out joint country-wide
quarterly compliance spot-checks in form of roadblocks.
Beyond compliance enforcement, the industry needs
to motivate voluntary compliance. This can be in
form of improving access and promptness of claims
payment by easing the process and requirements
for MTP claims payment. Comprehensive public
awareness campaigns using a variety of platforms
including social media, newsletters and all other viable
virtual and physical approaches to increase uptake
should be undertaken. Use of technology should also
be enhanced to support compliance and avert fraud.
Finally, the study recommends prioritizing fast
tracking of the review of the MTP law to expand the
scope of cover to third party property damage as well
as enhance the liability limits.
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LIST OF ABBREVIATIONS

IRA

Insurance Regulatory Authority of Uganda.

MTP

Motor Third Party.

MCP

Motor Comprehensive Policy

HMOs

Health Member Organizations

IRACB

IRA Complaints Bureau

UIA

Uganda Insurers Association

MoWT

Ministry of Works and Transport

ITC

Insurance Training College

PRMD

Planning Research and Market Development

TOR

Terms of Reference.
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1.0

INTRODUCTION

The Insurance Regulatory Authority of Uganda (IRA) is
the Supervisor and Regulator of the Insurance sector
in Uganda. It’s mandated to promote a sound and
efficient insurance sector in the country and increase
the contribution of Insurance to national income and
the economy at large.
In order to track changes in the Insurance industry,
there is always need to update data on a range
of variables. With the current trends in economic
development, Motor vehicles are one of the lucrative
areas the sector is focusing on as a product that could
enable players enjoy economies of scale.
In light of the above, IRA planned and undertook a
study to generate information on the status of motor
vehicle insurance in Uganda. This study was intended
to provide the Authority with requisite data to guide
planning and policy in the insurance sector as well
as inform any future studies. The study covered the
period 2015 to 2019.

1.2 Methodology
This was a desk study that involved telephone calls
and email interactions with Insurance Companies and
other relevant stakeholders.
A data collection tool was developed and sent to
twenty (20) Non-Life Insurance companies with
guidance notes, requesting them to fill and return in
both hard and soft copy.
The Uganda Insurers Association (UIA) also participated
as a custodian of motor Insurance certificates/stickers.
UIA provided aggregate information that was used for
comparison with what was obtained from the players
hence enabling us to validate the data received from
the industry. The Ministry of Works and Transport
was also consulted to get information on the current
number of motor vehicles in the country.
Ratio and trend analysis were used mainly in making
sense of the data collected and the analysis was
supplemented with graphical tabulation.

1.1 Objectives of the Study
1.3 Scope of the Study
The following were the specific objectives of the
study;
i. To establish the number and categories of vehicles
covered under Motor Vehicle Comprehensive
policies in the country.
ii.

To establish the number and categories of vehicles
covered under Motor Third Party (MTP) Insurance
Policies.

iii. To establish the trends and growth rates in Motor
Vehicle Insurance in the country.

The study considered Motor vehicle insurance
transactions of all the Non-Life Insurance companies
over a period of five (5) years, 2015 to 2019. It also
made reference to additional information from UIA
and MoWT to enrich the analysis of the findings.
1.5 Limitations of the Study

iv. To generate up-to-date baseline data for future
planning and policy decisions in respect to Motor
vehicle insurance.

This study was successfully undertaken amidst some
operational challenges summarized below;
i. Some of the insurance companies took a lot of
time to respond to the questionnaires which
delayed the completion of the study.

v.

ii.

To establish profitability of Motor Vehicle
Insurance.

vi. To establish challenges encountered by players in
delivering motor vehicle insurance in the country.

Some companies initially submitted data in
a wrong format. These were contacted for a
resubmission to enable the population and full
analysis of the excel sheets.

vii. To generate recommendations for improvement
of the delivery and management of motor vehicle
insurance.

iii. The outbreak of Corona Virus pandemic resulted
into lockdown that delayed data analysis and
preparation of the report.
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2.0 FINDINGS

2.0.1 Licensed motor vehicles in Uganda
To establish the extent of insurance coverage in Uganda, it was important to ascertain the number of motor
vehicles licensed. According to the Ministry of Works and Transport statistics, as at 30th June 2020, a total of
1,361,861 motor vehicles are registered on the e-tax platform while 940,160 are yet to be validated on the e-tax.
This brings the total number to 2,302,021 motor vehicles. If we take off an estimate of say 10,000 vehicles that
have been written off since, and say about 750,000 vehicles that are exempt from insurance, this leaves a total
of 1,542,021 insurable units. At the very least, these should have the statutory MTP insurance cover.
2.0.2 Number of vehicles insured
Insurance Players were asked to provide information on the number of all the commercial and private vehicles
covered under both Motor Comprehensive and Motor Third Party Polices.
Aggregated data from the insurance players showed that insurance uptake in this class of business ranged from
158,279 in 2015 with the highest being 418,117 units insured in 2019.
The study further revealed that out of the total insured vehicles in the country over the five-year period
(1,375,763), 1,174,483 vehicles held MTP policies while 201,280 vehicles had MCP policies (representing 85%
and 15% respectively). The details are shown in the table below:
Table 1: Showing the number of MCP and MTP policies issued over the years
Year

Motor Comprehensive Motor Third Party
Policies issued (MCP) Policies issued (MTP)

Total

MCP Share

MTP Share

2015

17,633

140,646

158,279

11%

89%

2016

29,659

172,915

202,574

14%

86%

2017

35,149

186,151

221,300

16%

84%

2018

60,793

314,700

375,493

16%

84%

2019

58,046

360,071

418,117

14%

86%

TOTAL

201,280

1,174,483

1,375,763

15%

85%

Source: Consolidated Data from players’ submissions

The table above shows that over the years, MCPs have remained far less than the MTPs. MCP policies only
increased from 17,633 in 2015 to 58,046 in 2019 where as MTP policies increased from 140,646 in 2015 to
360,071 in 2019.
2.0.3

Trends of motor vehicle insurance 2015 – 2019

From the year 2015 to 2019, the number of MCP policies increased by 40,413 units from 17,633 to 58,046
policies whereas MTP policies grew by 219,425 units from 140,646 to 360,071 policies.
Overall, the total number of policies increased by 259,836 units from 158,279 to 418,117 policies over the same
period, representing a cumulative growth of 164% over the last five-year period.
The line chart below illustrates the trend of individual category policy purchases over the years:
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Figure 1: Trends of Motor Vehicle Insurance policy purchases over the years superimposed

The illustration above shows that in general, there has been a minimal increase in the MTP and MCP undertakings
over the years. However, comprehensive insurance has been low meaning that it has not been fully embraced,
hence the need for more emphasis on the product. The relatively higher numbers of MTP purchases are
definitely due to government regulation that makes it compulsory. Thus, there is a lot of unexploited business
potential in this area which Insurance players should focus on to expand the sector. Value propositions ought
to be made so that there is a compelling motivation for people to buy motor vehicle insurance beyond the
statutory cover.
2.0.4

Magnitude of motor vehicle insurance 2015 - 2019

Underwritten premiums under MCP are more than the premiums registered for MTP throughout the study
period despite the fact that in terms of numbers, MTP policies are more. Overall, there was a persistent increase
in the amount of underwritten premiums throughout the period under study. The details are given in the table
below:
Table 2: Showing the total premiums over the years (UGX)
Year

MTP

MCP

Total

2015

6,276,342,016

63,604,696,931

69,881,038,947

2016

9,097,980,979

75,181,654,226

84,279,635,205

2017

11,472,065,426

77,295,464,500

88,767,529,926

2018

13,189,381,321

115,565,671,562

128,755,052,883

2019

14,026,811,177

126,481,154,613

140,507,965,790

Source: Consolidated Data from players’ submissions

The above table shows that over the years, the total premiums were increasing with a record high increase
of 45% from 2017 to 2018 compared to 20% between 2015 and 2016, 5% between 2016 and 2017 and 9%
between 2018 and 2019. By the end of 2019, the annual total premiums had reached 140.5bn from 69.8bn
recorded in 2015. The above trend is further illustrated in the chart below:
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Figure 3: Trend in premium growth (UGX billions)

2.0.5

Implication of low motor vehicle insurance coverage to the sector and the economy

As already noted, according to the Statistics from Ministry of Works and Transport as at June 2020, the estimated
number of Motor Vehicles in Uganda stood at 2.3Millions. If we take of those written off and exempted units
together at an estimated 760,000 units, the difference of 1.54M should at the very least have statutory MTP.
This therefore means that more than one Million vehicles on the roads are without appropriate insurance cover.
Surprisingly, the traffic department of Uganda Police disputes this shocking statistics because their officers are
continuously on roads enforcing compliance. The possible explanation for this seeming paradox could be due
to the fact that a number of vehicles have forged Vehicle Insurance Certificates/stickers. This state of affairs
poses a huge risk to the vehicle owners, the general public and Government. The effect to Government is dual
– medical expenditure on treatment of victims of uninsured vehicles and loss of revenues in form of stamp duty,
Value Added Tax (VAT) and ultimately, corporation tax. The industry also suffers loss of revenue arising from noninsurance of over 60% potential insurable units.
2.0.6

Estimated revenues loss from non-compliance to MTP Law

From 2.0.4 above, out of an estimated 1.54M vehicles, only about 418,117 insured leaving a balance of 1,121,883
uninsured. The table below shows the direct revenue loss to both the Insurance Companies and Government
assuming they were all to be insured under MTP, the statutory cover.
Based on data generated by the MTP payment platform, the average insurance premium (VAT inclusive but
Stamp duty exclusive) is about UGX 41,000. Average premium net of 18% VAT is thus about UGX 34,746 per
policy. The table below shows the revenue losses by Government and by the Insurance Industry per annum at
the current conditions:
Table 3: Showing the revenue losses at the current conditions (UGX)
Stamp duty1
Government
Insurance Industry

Gross Premium

39,265,905,000
38,980,946,718

VAT²

TOTALS

7,016,570,409

42,282,475,409
38,980,946,718

Source: Average basic premium derived from data generated from the MTP payment platform daily reports.

From the table above, Government direct losses from non-compliance is estimated at UGX 42.3billion out of
which UGX 39.26billion is from stamp duty. The insurance industry loses an estimated UGX 39billion from non-
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compliance. There are however indirect losses to Government including loss in Corporation taxes and jobs. As
already noted, this also comes along with an excess burden to government in terms of medical expenditure on
the victims of accidents of uninsured vehicles.
2.0.7

Profitability

MTP currently brings in relatively less premium collections - for example, in 2019, MTP brought in UGX 14billion
shillings compared to MCP that brought in UGX 126billion shillings. Overall however, MTP is more profitable
with claims ratios ranging between 6-9% compared to MCP that ranged between 39-47% over the study period.
The table below shows the claims ratios per class of motor vehicle insurance over the study period.
Table 4: Claims Ratios
Claims Ratios

2015

2016

2017

2018

2019

Overall

-

40%

47%

31%

30%

MTP

9%

7%

6%

8%

9%

MCP

39%

47%

47%

41%

41%

The findings above raise important questions surrounding the claims process for MTP. These questions
corroborate with the IRA MTP Claims study findings of 2012. On inquiring why only a few claims are processed,
it was established that the current claims procedures are cumbersome and expensive despite the fact that the
compensation limits are dismal.
This finding point to the need for insurers to revisit their claims requirements without exposing themselves to
fraud. There is need to work towards automating the processes so that people can access claims with ease. The
Authority ought to promote innovations around MTP claims payments.
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3.0 CHALLENGES

The following challenges were identified to affect Motor Vehicle Insurance business;
(a)

Internal Challenges

I.

Lack of a common database where all insurers can access details of claims paid, written off vehicles,
fraudulent claims, among others. This is worsened by limited information exchange amongst players.

II.

Delays in claim intimations by some intermediaries.

III. Incomplete police reports.
IV. Undercutting by some players.
V.

Selling of fraudulent stickers.

VI. Limited digitization of MTP processes.
VII. Low limits of liability offered of UGX 1million per person and UGX10million in aggregate.
VIII. Inadequately trained staff such as agents.
(b)

External Challenges

I.

Lack of adequate sensitization about MTP (and MCP) and what it covers.

II.

Lack of data on written off vehicles

III. Delayed reports from loss assessors.
IV. Exaggeration prices for motor vehicle spare parts and repair services by Garages.
V.

Client reluctance to share KYC information.

VI. High Taxation, especially Stamp duty in many cases exceeding the basic premium.
VII. Under-the-table payments demanded by those facilitating the claims process including, but not limited to,
police reports.
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4.0 RECOMMENDATIONS

The following recommendations are made in light
of the findings above. Upon implementation, they
are believed to improve the delivery of Motor Vehicle
Insurance Service. They include:
1. To incentivize uptake of insurance, especially
MCP which is very low in Uganda, insurers
should be more than just a risk carrier. The study
findings indicate that customers are ready for a
new insurance offering that delivers more value
for money. Insurers should consider providing
additional services such as free roadside assistance
(for example, towing and mechanics in case of
a breakdown); free oil / Motor vehicle services
or bonuses such as free oil changes or other car
services in exchange for points earned for safe
driving.
2. In addition to the above, there is need to develop
a new type of relationship and product offering
through digitally-enabled insurance products.
3. Establishment of a common data base (Motor
Insurance Bureau) under the auspices of Uganda
Insurers Association of all motor vehicles insured,
total loss claims of vehicles, stolen cars, written off
vehicles, fraudulent claims, repair values, among
others with access allowed to all subscribing
players. The Authority may issue a directive in this
respect. This will reduce cases of fraud that have
been increasing in recent times. It will also provide
a one-stop center for Motor vehicle insurance in
Uganda.
4. Establish a joint consumer awareness/education
strategy or committee with clear TORs and resource
allocation strategies to undertake coordinated
awareness/market development drives.

6. The Authority and UIA should partner with Uganda
Police and devise collaborative practical ways of
enhancing enforcement towards having all vehicles
on the road insured. This could be achieved through
having well designed continuous operations and
spot checks to apprehend defaulters.
7. To improve uptake even beyond the mere
statutory covers, insurers need to shift strategies
from being inward-looking to focus on customers,
their changing behaviors and new needs. The
greatest market now has access to mobile devices,
making it possible for insurers to interact directly
with them. Technology, specifically mobile phones,
social media, and data analytics are the top
enablers in this, and of course, other markets.
8. Digitalization of Motor Vehicle Third Party
Certificates should be pursued to minimize
forgeries of insurance certificates/stickers.
9. A summary of claims procedures and requirements
should be required to be appended on to the policy
document to increase certainty when it comes to
claims and therefore lessen the time needed for
processing compensations for reported losses.
10. The Authority should strengthen its Insurance
Anti-Fraud Unit especially in the area of personnel
and mandate to enable it become more effective
in handling investigations.
11. Finally, the Authority should push further on
the regulation for the insurance of government
vehicles. In view of large numbers involved, a
special proposal with special rates could be made
to Government as an incentive to insure. This will
not only increase Insurance uptake in the country
but also protection of Third parties.

5. The industry should develop and publish a criterion
for accreditation of Mechanics for purposes of
standardization of costs of repairs and spare parts
of Insured vehicles. This will help them not only
control costs of spare parts and repairs but also
deliver value to the insured public.
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5.0 CONCLUSION

According to the Uganda Bureau of Statistics Statistical Abstract 2019, from 2013 to 2019, the number of newly
registered vehicles in Uganda has been increasing annually. This means that more uninsured vehicles are
coming onto the roads which increases owner and user risks, including the risks to innocent third parties. This
is besides the revenue losses to both Government and the Insurers.
It is therefore prudent that mechanisms to enhance Motor insurance uptake are identified and pursued to
ensure maximum possible uptake. This will require concerted efforts of different stakeholders with the insurance
industry taking lead.
This study therefore serves to challenge players to take advantage of this niche and make product offerings
that deliver more value to the insuring public and deliver them in a manner that is efficient and conveniently
accessible. This, combined with strengthened enforcement will revolutionalise the motor insurance industry in
Uganda in the next few years.
The Insurance Regulatory Authority of Uganda shall be required to provide leadership and regulatory guidance
that is critical in achieving the overarching goal of having all vehicles on the road insured.
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