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Abstract: The study examined the impact of perceived value, insurance literacy and perceived
trust on insurance inclusion in Uganda. The study employed a cross-sectional design to solicit
responses from 400 individuals that voluntarily enrolled on an insurance programme. The study
hypotheses were tested using Covariance-Based Structural Equation Modelling. The results showed
that perceived value, insurance literacy and perceived trust have a significant and positive prediction
of insurance inclusion in Uganda. However, perceived trust explained more of the variations in
insurance inclusion than perceived value and insurance literacy. Overall, the predictor variables
explained 63.2% of the variance in insurance inclusion. This study contributes to the limited nascent
literature on insurance inclusion. The implication of this study is that insurance providers need to
focus on trust and delivering value to customers in order to promote insurance inclusion. Further, the
study proffers advice to policymakers to include insurance literacy in the national financial inclusion
strategies to foster insurance inclusion.

Keywords: insurance inclusion; perceived value; insurance literacy; perceived trust; financial inclu-
sion; financial literacy

1. Introduction

Access to financial services by people within the uncovered segments of the popula-
tion is vital to inclusive growth and equity promotion (Nandru et al. 2016). In that respect,
Cheston et al. (2018) connote insurance inclusion as a “state of access to and use of appro-
priate and affordable insurance products for the unserved and underserved”. Inclusive
growth is critical to ensuring the long-term sustainability of destitute, remote and socially
excluded sections of societies (Nandru et al. 2016; Wanczeck et al. 2017). On that note,
insurance inclusion is recognised as a solution for stabilising and improving the livelihood
for individual households and businesses. Insurance aids individuals in accessing credit,
guaranteeing savings and money transfer safety, and it protects middle- and low-income
households from transactional financial losses (Dassanou and Sherchan 2018). As a risk
control strategy, insurance enables low-income and middle-income people to safeguard
and increase their assets (Wanczeck et al. 2017).

Despite the potency of insurance inclusion in fostering economic growth and develop-
ment (Bayar et al. 2021; Zulfiqar et al. 2020), global insurance inclusion levels have remained
low (Swiss Re Institute 2019; Access to Insurance Initiative (AII 2019)). In the context of
Uganda, despite having a 78% financial inclusion rate, insurance inclusion remains very
low. Only 1% of adult Ugandans (0.22 million) have formal insurance cover. The Finscope
survey (2018) further notes a higher increase in informal insurance uptake compared to
that of formal insurance usage, yet informal mechanisms do not guarantee risk protection.
Notably, 40% of adult Ugandans use informal risk protection mechanisms, while 59% of
adult Ugandans have no form of risk protection (Financial Sector Deepening 2018).
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Notwithstanding, inclusive financial systems that are free of price and non-price
restrictions enhance the social-economic wellbeing of the people (Demirguc-Kunt and
Klapper 2012). Short of inclusive financial systems, people resort to informal risk coping
mechanisms such as depleting savings, selling assets and borrowing from acquaintances
when lifecycle shocks occur (Cheston et al. 2018). In this regard, insurance is a robust finan-
cial risk mitigation approach that enables the poor to effectively cope with risks (Zuliani
and Rahman 2018). Thus, Dassanou and Sherchan (2018) concluded that inclusive insur-
ance fosters financial resilience, hence keeping people out of poverty owing to economic
disruptions.

Despite the significance accorded to the need for insurance inclusion, empirical lit-
erature on insurance inclusion in Uganda is remarkably sparse. Empirical studies on
insurance inclusion have had a supply-side bias (Tolani et al. 2019; Lin et al. 2019) and have
ignored the demand-driven determinants such as perceived value, insurance literacy and
perceived trust, which can explain the increased usage and uptake of insurance services by
the poor. In that regard, the value perceptions constructed by clients largely influence their
buying decisions (Wu et al. 2018). The extant literature has emphasised the importance
of perceived value on influencing purchase and repurchase intentions among customers
(see, for instance, Yan 2019; Ramadhan 2019). On that note, Liu et al. (2019) contend that
an individual’s value perception increment influences an equal increase towards value
antecedents of trust and the insurance company’s reputation. Similarly, in the insurance
sector, Marcos and Coelho (2017) and Nguyen et al. (2019) demonstrate that service quality
influences loyalty, and hence, the customers make repeat purchases. However, several em-
pirical studies have investigated the influence of perceived value on customer satisfaction
in the services industry, and they had mixed findings. For instance, Kwon et al. (2015)
found that customer satisfaction is more price- and not value-driven. On the contrary,
Wu et al. (2018) found that the association between the customer’s value and satisfaction
was insignificant. As such, Nguyen et al. (2019) suggests the need for further research on
the critical factor of customer value and satisfaction in insurance.

Regarding insurance literacy, Tennyson (2011) connotes that unlike the saving and
borrowing components of financial inclusion, insurance purchase decisions are more
complex. In that regard, due to the failure to understand what is covered and what is
not, consumers end up buying inappropriate insurance policies (Reece Warner 2016). In
addition, unserved and underserved individuals might not be aware of the fundamentals
of insurance and the potential risks they face (Uddin 2017). That aside, even when they are
mindful, a lack of knowledge about insurance products and services negatively affects the
insurance decisions (McCord 2012). Generally, low-income consumers are inexperienced
in the insurance aspect (International Association of Insurance Supervisors (IAIS 2015)).
According to Kubitza et al. (2019), consumers confuse insurance with savings by expecting
a return for the premium paid. As such, researchers believe that in addition to elementary
maths and reading, people need insurance literacy to ably evaluate insurance policies
(Mathur et al. 2018).

From the trust perspective, Weedige et al. (2019) assert that loyal customers may
develop distrust when financial services providers focus on the financial goals instead of
delivering on their promise. Therefore, given that insurance is inherent in nature, clients
might probably feel a risk exposure owing to the nature of the insurance. In that regard,
trust mediates the clients’ perceived risk and insurance enrolment (Dayour 2020). Although
inclusive insurance intends to reach out to those that are unserved and underserved by
insurance, Dercon et al. (2012) connote that low-income people distrust formal insurance
providers. On the contrary, in Ghana, Asseldonk and Belissa (2019) found that index
insurance uptake doubled when it was sold through informal providers that the people
trusted. Notably, trust in insurance providers may negatively be affected by rumours
of delayed pay-outs or rejections, even when they are valid, hence, deterring insurance
repurchases (IAIS 2015).
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Therefore, based on the foregoing research, this study intends to combine insurance
literacy, perceived value and perceived trust, which may offer a better explanation for
insurance inclusion in Uganda. In that regard, a correlational cross-sectional research
design was adopted to collect data from adult Ugandans that voluntarily applied for an
insurance policy. Covariance-Based Structural Equation Modelling (CB-SEM) was used to
test the study hypotheses. The results showed that perceived value has a significant positive
influence on insurance inclusion. In addition, the findings showed that insurance literacy
has a significant and positive influence on insurance inclusion. Similarly, it was found that
perceived trust has a significant positive influence on insurance inclusion. Additionally,
compared to perceived value and insurance literacy, trust was found to have a stronger
practical and statistical significance towards explaining insurance inclusion in the Ugandan
context.

The rest of the paper is organised as follows: Section 2 provides a review of the related
literature. Section 3 details the methodology adopted by the study. Section 4 presents the
study results. Section 5 discusses the study findings, and Section 6 concludes the paper.

2. Literature Review and Hypotheses Development
2.1. Theoretical Review

This study employed a multi-theoretical approach to estimate the impact of perceived
value, insurance literacy and perceived trust on insurance inclusion in Uganda. Firstly,
the theory of trust by Mayer et al. (1995) was employed to elucidate the relationship
between perceived trust and insurance inclusion. The theory of trust (Mayer et al. 1995)
proffers the indicators of integrity, reliability, benevolence, competence and capability as
being key towards building trust in client–business relationships. In that regard, insurance
inclusion can be fostered when the insurance providers promptly fulfil their obligations
and act fairly and competently. As such, the theory posits that institutions must be ethical
and trustworthy in their business conduct (Kasper-Fuehrera and Ashkanasy 2001). The
extant studies have found that effective and successful firms embed trust in their business
operations (Zucker 2008; Nooteboom 2002). Accordingly, considering that insurance is a
financial undertaking between parties to guarantee risk taking, trust is a vital foundation
of the agreement (Mohy-Ul-Din et al. 2019). Notably, although Mayer et al.’s (1995) trust
theory has been applied widely in marketing studies and found to influence purchase
intentions, the theory of trust has not been tested in the insurance context. Accordingly,
this study has used the trust indicators of benevolence, integrity, capability and reliability
to explain the relationship between perceived trust and insurance inclusion.

Secondly, the social learning theory by Bandura (1971) was employed to explain the
relationship between insurance literacy and insurance inclusion. The social learning theory
advances that as people interact socially, they acquire knowledge through modelling, im-
itation and observation of one another (Bandura 1971). Thus, this study conceptualised
insurance literacy to include knowledge, skills, attitude and behaviour, as suggested by
Cheston et al. (2018). Notably, the social learning theory considers knowledge, skills,
attitudes and behaviours as socially learned attributes (Bandura 1971). In that regard, in-
surance inclusion can be fostered when individuals acquire insurance literacy by observing
and interacting with peers they believe and trust to have the requisite knowledge, skills, atti-
tudes and behaviours. The social learning theory proffers three main aspects; observational
learning, modelled learning and imitation learning (Ormrod 1999). Accordingly, Susan and
Robyn (1994) postulated that in social learning theory, behavioural change occurs through
modelled re-enforcements. Hence, drawing from the social learning theory, people learn
about insurance as they interact in their societies, through which they acquire insurance
knowledge, and they positively change their attitude and behaviour towards insurance.

Thirdly, the perceived value theory by Zeithaml (1988) and Sweeney and Soutar (2001)
was employed to explain the association between perceived value and insurance inclusion
in Uganda. The perceived value theory advances that consumers derive value when a
product offers superior benefits compared to the sacrifice that is made by the consumer.
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In that perspective, full insurance inclusion can be achieved when insurance consumers
derive the desired benefits from an insurance contract. In addition, the insurance service
must be of satisfactory quality to foster insurance inclusion since from every service or
product that is purchased, the consumers expect quality and various psychological benefits
(Nguyen et al. 2019; Zeithaml 1988). To purchase or repurchase insurance, consumers must
derive value through the endowed benefits (Nshakira-Rukundo et al. 2019). Accordingly,
Weedige et al. (2019) elucidated perceived value as the consumer’s conviction regarding
how better off they will be when they purchase an insurance policy. Thus, the current study
has adopted the perceived value dimensions of benefits and quality to establish the impact
of perceived value on insurance inclusion in Uganda.

2.2. Hypothesis Development
2.2.1. Perceived Value and Insurance Inclusion

Over time, researchers have described perceived value as what the consumers assesses
of a product’s value compared to how they perceive what they acquired in return for what
they gave (Quach and Thaichon 2017; Zeithaml 1988). From an insurance perspective,
Weedige et al. (2019) elucidated perceived value as the consumer’s conviction regard-
ing how better off they will be when they purchase an insurance policy. In that regard,
Cvitanović (2018) posited that in assessing an insurance provider, the firm’s tradition in
doing business, its stability and the quality of the insurance service are vital. Hence, clients
choose products that offer the highest positive variation regarding the product benefits
compared to the product usage costs (Mukangendo et al. 2018). Such purchase solutions
provide the highest perceived value and quality (Nguyen et al. 2019). Additionally, ac-
cording to Weedige et al. (2019), insurance consumers purchase insurance policies based
on various perceived benefits, including loss payment, guaranteeing financing credit, risk
control promotion, the management of uncertain cash inflows and the legal requirements of
compliance. Furthermore, Weedige and Ouyang (2019) add that unlike perceived risk, how
consumers perceive the value of insurance products is a significant motivator in acquiring
insurance policies.

In line with the insurance industry, Gera (2011) found that the service’s quality strongly
impacts the perceived value. Hence, the service’s quality from the insurance firm affects
the perceptions of the value of insurance (Fadlallah et al. 2018). Consequently, insurance
providers can be guaranteed a future relational exchange through repeat purchases and
word-of-mouth recommendations when the clients experience high service quality and
tangible benefits (Marcos and Coelho 2017).

Furthermore, although descriptive studies have interrogated and found perceived
value measures of benefits and quality to be determinants of insurance uptake (Nageso
et al. 2020; Weedige et al. 2019; Nshakira-Rukundo et al. 2019; Okunogbe 2018), there
is a lack of research that has attempted to establish the magnitude and direction of the
relationship between perceived value and insurance inclusion from a developing country
perspective. Yet, it is vital to know the perceived value’s (benefits and quality) contribution
to influencing insurance inclusion. Although Uganda’s insurance sector is still underde-
veloped, insurance remains essential to most business operations (Insurance Regulatory
Authority (IRA 2019)). Despite the blossoming of the insurance sector, it has not attracted
much interest from academicians. In particular, there are barely any study on customer-
perceived value and insurance inclusion in Uganda’s insurance market. Thus, this study
seeks to provide knowledge in this gap. Nonetheless, it can be deduced from the preceding
research that the empirical literature concurs that insurance consumers buy insurance
based on the conviction that they will be better off when they take up an insurance con-
tract (Mukangendo et al. 2018). Furthermore, when the consumers see insurance products
as being of the desired quality, a positive attitude will be adopted towards insurance
(Jensen and Barrett 2017). Therefore, it is hypothesised that:
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Hypothesis 1 (H1). There is a positive relationship between perceived value and insurance
inclusion.

2.2.2. Insurance Literacy and Insurance Inclusion

According to Weedige et al. (2019), achieving financial sustainability for the population
will remain unlikely if financial illiteracy and underinsurance are not addressed. Hence,
there is need to equip people with financial literacy in order for them to make rational
financial decisions for sustainable wellbeing (OECD 2017). In that regard, to curb insurance
exclusion, insurance consumers must be aware of the facets of insurance. Additionally,
the likelihood of insurance uptake increases when people are familiar with insurance
products and services (Tennyson 2011). In tandem with extant studies that have found
financial literacy to positively influence financial behaviour, Ruefenacht (2018) argues that
people become more knowledgeable about insurance products and services when they
are insurance literate. Such insurance knowledge enables the consumers to comprehend
insurance information and buy insurance policies that fit their insurance requirements
(Lin et al. 2019).

Although a few studies on insurance literacy have been conducted (for example,
Weedige et al. 2019; Weedige and Ouyang 2019; Lin et al. 2019), the empirical evidence
shows that people without insurance knowledge will not be able to make rational insurance
decisions (Driver et al. 2018). Thus, insurance literacy directly and significantly influences
behavioural intent (Tennyson 2011). Nonetheless, in developing countries, very few peo-
ple have been found to possess the ability to comprehend basic insurance information
(Weedige et al. 2019). Furthermore, given that being financially literate does not guarantee
being insurance literate, understanding how people cope with risks and uncertainties
becomes hard (Lin et al. 2019). Accordingly, scholars have pointed to the dearth of insur-
ance knowledge as a major hinderance to insurance purchases (Giné et al. 2008). When
people are financially literate, the chances that they will demand more insurance increases
(Cole et al. 2013).

Furthermore, although studies have emphasised the importance of knowledge and
financial accessibility (see, for instance, Bongomin et al. 2018; McCord 2012; Atkinson
and Messy 2013), such studies have majorly focused on financial literacy and financial
institutions in general. Insurance literacy, specifically, and its impact on insurance inclusion
have not been sufficiently studied. Furthermore, while an increasing number of studies are
investigating the importance of financial literacy in financial decision making, especially
in investments and saving for retirement, studies on the impact of insurance literacy on
insurance uptake are sparce, as stated by Kubitza et al. (2019). Yet, as argued by Lin et al.
(2019), being financially literate does not guarantee being insurance literate.

However, attaining general education (secondary or tertiary) does not imply financial
literacy. According to Ćurak et al. (2020), undertaking tertiary education does not guar-
antee someone’s understanding of complex insurance services, as this may not be taught
in schools. Furthermore, Lusardi et al. (2017) claims that insurance knowledge and an
awareness of insurance do not necessarily translate into an increased insurance demand.
For example, Simões (2021) found that whereas consumer education stimulated the de-
mand for index insurance, the same did not affect health microinsurance. Additionally,
Martin et al. (2017) argued that consumer education increases the probability of insurance
contract renewals since the clients will only renew a contract on a product they have tested
and understand how it works. Nonetheless, Dercon et al. (2012) established that financial
literacy training did not impact the insurance demand. Hence, the foregoing discussion
creates the need to interrogate insurance literacy further in a developing country context.
Therefore, this study seeks to fill this gap in knowledge by examining the relationship
between insurance literacy and its influence on insurance inclusion in a Ugandan context.
Therefore, it is hypothesised that:
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Hypothesis 2 (H2). There is a positive relationship between insurance literacy and insurance
inclusion.

2.2.3. Perceived Trust and Insurance Inclusion

Insurance scholars and development partners generally agree that an insurance agree-
ment survives on the principle of good faith (Weedige and Ouyang 2019). As such, without
trust, the continuity of insurance agreements is jeopardized (Weedige et al. 2019). On that
note, Fungáčováa et al. (2017) postulated that without trust, financial service providers may
not attract willing borrowers, savers and those in need of insurance. Accordingly, financial
services providers should entrench and build a culture of trust to attract and retain financial
services consumers (Mohy-Ul-Din et al. 2019; Moin et al. 2015). Extant marketing literature
has found that trust positively influences the clients’ buying behaviour (Sarantidou 2018;
Liu et al. 2019). McCord (2012) contends that insurance firms must be reliable brands,
owing to the long-term nature of the relationship between the client and the insurance firm.

On that note, given the perennial nature of insurance payments, consumers tend to
enrol with trusted insurance providers (Fungáčováa et al. 2017). As such, the reliability
of the insurance brand is considered by the consumers, since reliable firms are reputable.
Thus, in the insurance sector, firms aim to provide maximum satisfaction and obtain
loyal consumers (Ruefenacht 2018). Consumers can be loyal when insurance providers
deliver the expectations of the consumers (Weedige et al. 2019). Although it is generally
agreed that trust is vital for customer loyalty (Ben-Ner and Halldorsson 2010), financial
institutions entirely thrive on trust, while other traditional businesses do not. Therefore,
Cvitanović (2018) postulated that insurance providers should build reliable brands. Reliable
brands influence the clients’ insurance purchase decisions, hence loyalty to the provider.
According to Agyei et al. (2020) and Deng et al. (2010), consumers tend to recommend
financial services providers that deliver on what they promise and remain as customers
for longer.

From an insurance perspective, consumers trust an insurance provider when they
have a clear understanding of the various insurance policies (Financial Sector Deepening
2018). Additionally, Cvitanović (2018) notes that a client’s perception and attitude towards
an insurance provider influence their insurance uptake decision. Thus, since insurance
is inherent in nature, trust is an essential determinant of insurance enrolment decisions.
According to Dayour (2020), receiving negative information that an insurance provider
will not pay claims breeds distrust in the provider. Conclusively, distrust in the insurance
provider negatively impacts the insurance demand. Therefore, it is hypothesised that:

Hypothesis 3 (H3). There is a positive relationship between perceived trust and insurance
inclusion.

3. Research Methodology

The study population was composed of 314,501 adult Ugandans that personally pur-
chased insurance policies (Uganda Bureau of Statistics (UBOS 2021)). The study participants
were located in 13 sub-regions of Uganda (UBOS 2021). Accordingly, the study sample was
composed of 400 respondents. The Yamane (1973) formula [n = N/1 + N (e)2] was adopted
to determine the sample size where: n = sample size; N = total population; e = tolerable
error (0.05 or 95 percent). A single-stage sampling procedure was adopted to select the
respondents. In that regard, a proportional stratified random sampling procedure was
employed to select the study participants from 13 sub-regions as the unit of analysis.

The study used a structured close ended five-point Likert scale questionnaire to
collect the primary data. The Likert scale ranged from strongly disagree to strongly agree.
According to Hair et al. (2019), primary data provide original data and give a better
understanding of the aspects of current behaviour. Furthermore, Amin (2005) argued that
primary data minimise the occurrence of duplication. Notably, prior to operationalization,
the study instrument was tested for validity and reliability. Based on the guidelines by
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Hair et al. (2019), the instrument’s validity was tested using the content, discriminant
and convergent validity indices, while composite reliability was used to test for reliability.
Additionally, the study variables were tested for multicollinearity. Thus, Variance Inflation
Factors (VIF) were used to test for multicollinearity.

4. Empirical Results Presentation and Analysis
4.1. Diagnostic Tests Results

This study used diagnostics tests to identify and correct for biases in the collected
data that would affect the reliability of the study findings. As such, the diagnostic tests
of composite reliability, discriminant validity, construct validity, content validity and
multicollinearity were adopted.

Composite Reliability, Construct Validity, Multicollinearity and Content Validity

The diagnostic tests are shown in Table 1. The results depict that all of the variables
(perceived value, insurance literacy, perceived trust and insurance inclusion) had a content
validity index of above the 0.700 threshold. Similarly, the results revealed that all of the
variables had composite reliabilities of above the 0.7 threshold and below the 0.95 ceiling.
Further, the results in Table 1 show that the average variance extracted for all of the variables
is above the 0.5 threshold. In addition, Table 2 shows that all of the HTMT ratios are above
0.9 for all of the variables, based on Voorhees et al.’s (2015) and Henseler et al.’s (2015)
guidelines. Accordingly, all of the contracts had less than five VIF values, thus, there was
an absence of multicollinearity based on Hair et al.’s (2019) guidelines.

Table 1. Composite reliability, construct validity, multicollinearity and content validity.

Perceived Value Composite
Reliability

Average Variance
Extracted (AVE)

Variance Inflation
Factor (VIF)

Content Validity
Index (CVI)

Benefits 0.881 0.650 1.775 0.750
Quality 0.813 0.522 1.359 0.800

Insurance Literacy
Attitude 0.845 0.579 1.591 0.800
Behaviour 0.814 0.600 1.528 0.750
Knowledge 0.879 0.594 1.871 0.833
Skills 0.915 0.728 2.364 0.750

Perceived Trust
Benevolence 0.920 0.657 2.240 0.833
Credibility 0.914 0.728 2.215 0.800
Integrity 0.919 0.696 2.889 0.750
Reliability 0.935 0.781 2.703 0.750

Insurance Inclusion
Access 0.851 0.535 1.726 0.800
Usage 0.919 0.655 2.240 0.833

Table 2. Discriminant validity-Heterotrait Monotrait (HTMT) ratio.

Insurance Inclusion Insurance Literacy Perceived Trust Perceived Value

Insurance Inclusion
Insurance Literacy 0.625

Perceived Trust 0.686 0.592
Perceived Value 0.682 0.742 0.787

4.2. Exploratory Factor Analysis

Consistent with Qureshi and Reinhard (2020) and Cheston et al. (2018), insurance
inclusion was measured in terms of access and usage. Furthermore, perceived value was
looked at in terms of the benefits and quality, based on a study by Zeithaml (1988). Regard-
ing insurance literacy, the dimensions of knowledge, skills, attitude and behaviour were
adopted, as suggested by Lin et al. (2019); Weedige et al. (2019); Tennyson (2011). Lastly,
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the construct of perceived trust was measured based on the dimensions of benevolence,
credibility, integrity and reliability, as advanced by Mayer et al. (1995); Agyei et al. (2020);
Davis et al. (2000). Before performing empirical tests, an exploratory factor analysis (EFA)
was conducted to determine the items that most accurately explain the construct indicators
(Hair et al. 2019). The EFA results in Table 3 show that benefits and quality explain 68% of
the variations in perceived value. However, the benefits explain more of the variance in
perceived value, 57% of it, followed by that of quality at 11%. Regarding insurance literacy,
the EFA results in Table 4 show that knowledge, skills, attitude and behaviour explain 62%
of the variation in insurance literacy. Furthermore, the EFA results in Table 5 show that
benevolence, integrity, credibility and reliability explain 70% of the variation in perceived
trust. However, benevolence explains more of the variation in perceived trust, 23% of it,
followed by those of integrity at 18%, credibility at 16% and reliability at 14%. Lastly, the
results in Table 6 reveal that access and usage explain 77.2% of the variation in insurance
inclusion, whereby, usage contributes 54% of it, while access contributes 23% of it.

Table 3. Exploratory factor analysis for perceived value.

Item Scale Benefits Quality

PVBN1 0.828
PVBN2 0.825
PVBN3 0.714
PVBN4 0.820

PVQU2 0.684
PVQU3 0.857
PVQU4 0.621
PVQU5 0.748

Eigen Value 3.614 2.472
Variance % 56.824 10.802

Cumulative % 56.824 67.626
Notes: KMO = 0.922; Bartlett test for sphericity = 1868.351; significance level = 0.000.

Table 4. Exploratory factor analysis for insurance literacy.

Item Scale Knowledge Skills Attitude Behaviours

ILKN1 0.773
ILKN2 0.755
ILKN4 0.726
ILKN5 0.648
ILKN6 0.588

ILSK1 0.790
ILSK2 0.722
ILSK3 0.612
ILSK4 0.580

ILAT2 0.615
ILAT3 0.599
ILAT4 0.684
ILAT5 0.778

ILBH2 0.697
ILBH3 0.529
ILBH4 0.771

Eigen Value 5.128 2.526 2.224 1.941
Variance % 18.781 16.033 14.444 12.952

Cumulative % 18.781 34.814 49.259 62.210
Notes: KMO = 0.924; Bartlett test for sphericity = 3764.846; significance level = 0.000.
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Table 5. Exploratory factor analysis for perceived trust.

Item Scale Benevolence Integrity Credibility Reliability

PTBN1 0.794
PTBN2 0.780
PTBN3 0.785
PTBN4 0.687
PTBN5 0.707
PTBN6 0.641

PTIG1 0.569
PTIG2 0.555
PTIG3 0.658
PTIG4 0.663
PTIG5 0.644

PTCR1 0.733
PTCR2 0.827
PTCR4 0.751
PTCR5 0.711

PTRB1 0.760
PTRB2 0.783
PTRB3 0.712
PTRB4 0.689

Eigen Value 4.606 3.514 3.205 2.826
Variance % 23.032 17.572 16.026 14.132

Cumulative % 23.032 40.604 56.630 70.762
Notes: KMO = 0.952; Bartlett test for sphericity = 5686.012; significance level = 0.000.

Table 6. Exploratory factor analysis for insurance inclusion.

Item Scale Usage Access

IIUS1 0.623
IIUS2 0.681
IIUS3 0.664
IIUS4 0.810
IIUS5 0.676
IIUS6 0.830

IIAC1 0.835
IIAC2 0.560
IIAC3 0.732
IIAC4 0.802
IIAC5 0.753

Eigen Value 5.941 2.553
Variance % 54.008 23.213

Cumulative % 54.008 77.221
Notes: KMO = 0.918; Bartlett test for sphericity = 2486.382; significance level = 0.000.

4.3. Descriptive Statistics

Descriptive statistics were used to determine whether the collected data truly repre-
sents the population from which the data were collected. Indeed, the descriptive results in
Table 7 reveal small standard deviations from the mean responses and small errors across
the study variables of perceived value, insurance literacy, perceived trust and insurance
inclusion. The mean values range between 4.121 and 4.270, with standard deviations of
between 0.508 and 0.570. This implies that the respondents generally agreed to the items in
the research instruments, with minimal deviations in the responses.
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Table 7. Descriptive statistics.

Min. Max. Mean SD Std. Error

Perceived Value 2.750 5.000 4.169 0.527 0.457
Insurance Literacy 2.500 5.000 4.183 0.517 0.457

Perceived Trust 2.105 5.000 4.121 0.570 0.457
Insurance Inclusion 2.818 5.000 4.270 0.508 0.457

4.4. Correlation Analysis Results

The correlations between the study variables were analysed through a Pearson correla-
tion to establish the relationships between perceived trust, insurance literacy and perceived
value on insurance inclusion in Uganda. Zero-order correlations were performed between
the variables, as shown in Table 8. The results reveal that perceived value has a significant
and positive association with insurance inclusion (r = 0.522, p < 0.01). The finding suggests
that as the perceived value increases, the rate of insurance inclusion also significantly
increases. We also find that insurance literacy is significantly and positively associated with
insurance inclusion (r = 0.619, p < 0.01). Thus, an increase in people’s insurance literacy
is associated with an increased rate of insurance inclusion. Furthermore, the results show
that perceived trust has a significant and positive relationship with insurance inclusion
(r = 0.699, p < 0.01). The finding suggests that as perceived trust increases, the rate of
insurance inclusion increases.

Table 8. Pearson’s correlation results between study variables.

Perceived
Value

Insurance
Literacy

Perceived
Trust

Insurance
Inclusion

Perceived Value 1.000
Insurance Literacy 0.528 ** 1.000

Perceived Trust 0.564 ** 0.644 ** 1.000
Insurance Inclusion 0.522 ** 0.619 ** 0.699 ** 1.000

** Correlation is significant at the 0.01 level (2-tailed).

4.5. Structural Equation Modelling Results

CB-SEM was undertaken to establish the impact of perceived value, insurance literacy
and perceived trust on insurance inclusion in Uganda. Before undertaking CB-SEM, confir-
matory factor analysis (CFA) was employed to ascertain how well the manifest variables
converged as valid indicators of the global latent variables. As such, four measurement
models of perceived value, insurance literacy, perceived trust and insurance inclusion were
estimated. All of the variables in the four measurement models were found to be valid and
they fitted, as indicated in Appendices A–D. The measurement models have goodness-of-fit
indices that are above the 0.900 recommended cut-off. In addition, the RMSEA values are
below the 0.08 recommended threshold. As such, the CFA results indicate the presence of
convergent validity of the items towards measuring the latent constructs. However, with
the exception of perceived value, some measurement items were dropped in the CFA of
insurance literacy, perceived trust and insurance inclusion. These measurement items had
insignificant loadings on the latent constructs.

Subsequently, the manifest and global latent variables were specified into a structural
model to denote three exogenous variables (perceived value, insurance literacy and per-
ceived trust) and one endogenous variable (insurance inclusion). However, not all of the
manifest variables of the latent constructs in CFA were retained for estimating the structural
model. Overall, three manifest variables (PVQU2, PVQU3 and PVQU4) were dropped for
perceived value. Eight manifest variables (ILKN1, ILKN2, ILSK2, ILAT3, ILAT4, ILAT5,
ILBH2 and ILBH4) were dropped for insurance literacy. Regarding perceived trust, seven
manifest variables (PTBN4, PTBN5, PTIG5, PTCR2, PTCR1, PTRB3 and PTRB 4) were
dropped. Lastly, four manifest variables (IIAC1, IIAC3, IIAC4 and IIAC5) were dropped
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for insurance inclusion, while estimating the overall structural model. Overall, with the
retained variables, the structural model fit was attained. All of the model goodness-of-fit
indices meet the 0.900 recommended cut-off. In addition, the RMSEA is below the 0.08
recommended threshold, as indicated in Figure 1. This implies that the estimated structural
model confirms the proposed hypothesis as valid.
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In that regard, the SEM results in Figure 1 reveal that perceived value, insurance liter-
acy and perceived trust explain 63.2% of the variations in insurance inclusion (R2 = 0.632).
The results show that perceived value has a significant and positive influence on insurance
inclusion in Uganda (β = 0.112, p < 0.01). Therefore, hypothesis H1 is supported. Addi-
tionally, insurance literacy has a significant and positive effect on insurance inclusion in
Uganda (β = 0.266, p < 0.01). This finding lends support to hypothesis H2. Furthermore,
the results indicate that perceived trust has a significant and positive effect on insurance
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inclusion (β = 0.514, p < 0.01). Hence, hypothesis H3 is supported. In addition, the results
show that perceived trust has the strongest impact on insurance inclusion in the model.
Perceived trust has the largest β value (β = 0.514, p < 0.01).

5. Discussion of Findings
5.1. Perceived Value and Insurance Inclusion

The current study ascertained that perceived value significantly determines insurance
inclusion. This finding suggests that insurance consumers will use insurance on the belief
that insurance will give them the benefit of financial protection. In this perspective, people
need insurance for life and non-life protection. The findings suggest that the clients’
value perceptions influence the insurance purchase decision. Hence, the results show that
people will only buy insurance that provides financial security for the policyholders, their
family members and their property. The benefit that uncertain and outstanding financial
obligations will be covered propels insurance enrolment decisions. This finding resonates
with those of Aggarwal et al. (2013). They argued that people acquire insurance believing
they will have financial security for their family members by paying for their dependent’s
support and footing outstanding financial obligations, especially when the policyholder
dies. Regarding non-life insurance, the clients derive value when their property is protected
from adverse events that might detrimentally affect business activities. The findings are
supported by those of Qureshi and Reinhard (2020) and Mukangendo et al. (2018). They
deduced that insurance consumers would only buy insurance based on the conviction that
they will become better off when they take up an insurance contract. The higher the value
perception is, the higher the chances that the consumers will purchase and repurchase
insurance. On the same vein, the findings are in tandem with those of Weedige et al. (2019).
They asserted that insurance consumers purchase insurance policies based on various
benefits, including loss payment, risk control promotion and the management of uncertain
cash inflows.

Furthermore, insurance quality through adequate complaints handling and provision
of the necessary information about the insurance contract influences the decision to buy
or not buy insurance. Overall, individuals derive satisfaction from quality insurance
services, and hence, this increases the possibility of renewing their insurance contracts.
When insurance firms offer quality services, the value perceptions of the clients will be
positively influenced, thus, they will make repeat purchases. These findings are consistent
with those of Jensen and Barrett (2017), who argued that when consumers see insurance
products as being of the desired quality, they develop a positive attitude towards insurance.
Additionally, our study findings agree with those of Nageso et al. (2020), who posited
that customers attach value based on the ability of an insurance policy to satisfy a need.
Similarly, Marcos and Coelho (2017) demonstrated that the service quality influences loyalty,
and it leads to repeat purchases.

5.2. Insurance Literacy and Insurance Inclusion

The findings show that insurance literacy significantly influences insurance inclusion.
As a starting point, consumers must be aware of insurance prior to buying insurance.
As such, the study findings suggest that being knowledgeable about different insurable
risks eases the process of choosing what to insure, since not all of the risks are insurable.
Moreover, the findings indicate that people not only need to acquire knowledge about
where to buy insurance, but they must also have knowledge about the premium or price of
insurance cover. Such knowledge influences insurance usage. Accordingly, these findings
are in line with those of Driver et al. (2018), who connote that when people lack insurance
knowledge, they cannot make good insurance decisions. Furthermore, the findings concur
with those of Ruefenacht (2018), who advocated for insurance providers and insurance
development partners to provide insurance education about the fundamentals of insurance
to enhance insurance enrolment. Accordingly, McCord (2012) noted that lack of insurance
knowledge has a negative effect on insurance uptake decisions.
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Additionally, the findings revealed that in addition to insurance knowledge, people
need to be skilled on how to evaluate various insurance aspects and policies. Thus, the
results showed that one must have the ability to find and choose an insurance cover that
fits their needs. Such abilities positively influence insurance acquisition decisions. Notably,
to buy insurance, people need to be able to evaluate various insurance policies regarding
their affordability for the insurance policies. On that note, these findings concur with those
of Lusardi and Mitchell (2014). According to Lusardi and Mitchell (2014), unlike the saving
and borrowing aspects of financial inclusion, insurance is a more complex aspect, hence,
there is a need for evaluative skills in making insurance decisions. Additionally, Reece
Warner (2016) notes that, often, consumers purchase inappropriate insurance owing to a
misunderstanding of what is insurable and what is not insurable. Therefore, as suggested
by Bongomin et al. (2020), people need to have some basic financial comprehension coupled
with financial skills to evaluate insurance policies.

Even with the requisite knowledge and skills, the findings suggest that individual
attitudes towards insurance largely influence insurance enrolment decisions. The findings
showed that before applying for insurance, people must carefully read the insurance
contract’s contents, in addition, people must take utmost care to differentiate between
necessary and unnecessary policies. Such attitudes shape the insurance acquisition decision.
Thus, these findings concur with those of Finscope (2018) which notes that people’s attitudes
influence trust, which in turn influences the decisions to buy insurance. The findings also
agree with those of Qureshi and Reinhard (2020) who connote that negative insurance
perceptions largely contribute to insurance exclusion in developing countries.

Notwithstanding, from the behavioural aspect of insurance literacy, this study found
that behaviour positively influences people’s decisions to use insurance. Specifically, the
results showed that one’s willingness to pay for insurance contributes to insurance buying
behaviour. The findings concur with those of Mutlu and Özer (2022), and they argued that
financial behaviour is a conduit for financial literacy toward the uptake of financial services.
Specifically, from an insurance context, the study’s findings are supported by those of
Qureshi and Reinhard (2020), who indicated that the financial behaviour of individuals
determines the default in premium payments.

5.3. Percieved Trust and Insurance Inclusion

The findings show that perceived trust significantly predicts insurance inclusion. In
addition, it was found that perceived trust had the highest predictive power on insurance
inclusion compared to perceived value and insurance literacy. Regarding credibility, the
results indicate that people apply for insurance when insurance firms deliver on their
obligations. People apply for insurance with the expectation that they will be compensated
when loss and uncertainties befall them. The insurance providers’ failure to deliver on their
promise negatively affects continued insurance usage. These findings concur with those
of Devlin et al. (2015) who postulated that people would forego the current consumption
for insurance if they significantly trust that the insurance provider will indemnify them
upon incurring loss or befalling an uncertainty. Furthermore, the IAIS (2015) noted that
even when insurance providers genuinely delay or reject to make pay-outs, the trust in the
insurance provider will be lost (IAIS 2015). More still, insurance consumers will not apply
for insurance due to doubts in the insurance products (Dayour 2020).

Furthermore, the findings showed that perceived trust in the integrity of insurance
providers strongly influences insurance enrolment decisions. Specifically, results showed
that when insurance providers stick to what they promise, people buy and renew insurance
policies. When the clients become sceptical that an insurance pay-out might not be made,
they will not recommend others to buy insurance. In addition, the existing clients will not
renew their insurance contracts. Additionally, the results show that the insurer’s reputation
influences the insurance uptake decisions. When the providers fail to make pay-outs,
the image of the provider is negatively affected. Thus, this deters new enrolments and
insurance contract renewals. Additionally, given that indemnification occurs in the future,



J. Risk Financial Manag. 2023, 16, 81 14 of 20

the results show that insurance providers must be honest to guarantee future and current
insurance usage. These findings are in line with those of Weedige et al. (2019). They
postulate that insurance consumers become loyal to insurance providers that meet the
consumer’s expectations. Additionally, the findings concur with those of Weedige and
Ouyang (2019). They contend that there must be mutual trust for an insurance agreement
to thrive. Importantly, the providers must be honest and trustworthy to the clients. Notably,
Dayour (2020) argued that when the clients promptly pay insurance premiums and are not
compensated, trust in the insurance provider reduces.

The findings also revealed that insurance providers must be reliable to foster insur-
ance inclusion in Uganda. Insurance clients invest all their hope in the insurance provider
for protection. Thus, insurance providers must be reliable to provide the sought for and
promised protection. Failure to provide protection discourages insurance uptake. These
findings concur with those of Cvitanović (2018) who proffered that to have a long-term
relationship with insurance consumers, insurance providers must be reliable to consumers.
However, although the current study concurs with extant studies that suggest that trust
positively influences insurance inclusion, Weedige and Ouyang (2019) argued that with
insurance, trust must come from both the demand and supply sides. Additionally, all of
the parties in the insurance contract must disclose all of the relevant information for a
win–win situation to occur (Dayour 2020). Accordingly, without mutual trust, the initia-
tion and continuation of insurance contracts will be rendered futile (Weedige et al. 2019).
Regardless, extant studies on consumer behaviour have advanced that trust in insurance
services influences the insurance purchase and repurchased decisions (Driver et al. 2018;
Lin et al. 2019).

6. Conclusions

This paper examined the impact of perceived value, insurance literacy, perceived trust
and insurance inclusion in Uganda. Using CB-SEM, the current study found that perceived
value has a significant and positive impact on insurance inclusion. We also found that
insurance literacy has a significant and positive impact insurance inclusion. Similarly,
the results show that perceived trust strongly predicts insurance inclusion. Perceived
trust has a stronger predictive power of insurance inclusion than perceived value and
insurance literacy do. Theoretically, these findings imply that a multiplicative combination
of perceived value, insurance literacy and perceived trust significantly explain insurance
inclusion. Additionally, the findings confirm that the perceived value theory, social learning
theory and trust theory can be adopted to explain insurance inclusion.

To the researchers’ knowledge, this is the first study to estimate the impact of perceived
value, insurance literacy and perceived trust in insurance inclusion. Prior empirical studies
have focused on investigating the banking component of financial inclusion, while ignoring
the insurance component of financial inclusion. Yet, financial inclusion cannot be complete
without insurance. Thus, the current study’s novelty lies in uncovering the interplay of
perceived value, insurance literacy and perceived trust in predicting insurance inclusion in
the context of Uganda.

Accordingly, our results are significant for insurance providers and practitioners wish-
ing to foster insurance inclusion. Thus, it is recommended that insurance providers should
focus on delivering value to customers to encourage new and repeat insurance purchases.
In addition, insurance providers should provide quality insurance to encourage applica-
tions for insurance. In addition, insurance providers should be reliable, work with integrity,
be credible and act benevolently to promote new and repeat insurance applications. How-
ever, people buy insurance when they are insurance literate. Therefore, our results are
significant for policymakers wishing to enhance insurance inclusion. Thus, policymakers
should consider providing insurance literacy training programmes in financial literacy
education initiatives. Currently, policymakers have focused on financial literacy, yet, ac-
cording to Lin et al. (2019), being financially literate does not imply that one is insurance
literate. In addition, financial literacy education programmes have traditionally focused on
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fostering saving and banking components of financial inclusion and ignored the insurance
component. Therefore, policymakers should include insurance literacy in national financial
inclusion strategies to promote insurance inclusion.

However, this study is not devoid of limitations. The study was cross-sectional by
design. Over time, people’s views may change. Thus, changes in the behavioural at-
tributes of the sample could not be captured. Yet, behavioural changes could impact on
the participants’ insurance decisions. As it is cross-sectional, the study could not conclude
the causality between the perceived value, insurance literacy, trust and insurance inclu-
sion. Causality could be inferred if a longitudinal study was conducted. In addition, the
study was quantitative, thus, qualitative data were ignored. The current study considered
individuals who voluntarily applied for insurance irrespective of their special interests.
Therefore, future studies could adopt a mixed methods study with qualitative data for
triangulation. The current findings apply to the Ugandan context; however, future studies
could be undertaken in different developing countries’ contexts to test the generalisability
of the findings. Regardless, this study provides an understanding of predictors of insurance
inclusion from a multivariate perspective.
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