International Journal of Academic Research in Business and Social Sciences

HRwmars 2017, Vol. 7, No. 3
Exploring Intellectual Capital ISSN: 2222'6990

Moderating Effect of Index Based Livestock Insurance
on Socio-Cultural Factors Affecting Performance of
Livestock Projects in North Eastern Kenya

Mohamed Keinan Hassan
PhD. Candidate Jomo Kenyatta University of Agriculture and Technology,
School of Entrepreneurship, Procurement and Management,
Nairobi, Kenya

Jane Gathenya
Senior Lecturer Jomo Kenyatta University of Agriculture and Technology,
School of Entrepreneurship, Procurement and Management,
Nairobi, Kenya

Mike Iravo
Senior Lecturer Jomo Kenyatta University of Agriculture and Technology,
School of Entrepreneurship, Procurement and Management,
Nairobi, Kenya

DOI:  10.6007/1JARBSS/v7-i3/2697 URL: http://dx.doi.org/10.6007/1JARBSS/v7-i3/2697

ABSTRACT

Livestock keeping represent vast majority of household wealth and accounts for more than
two-thirds of average family income in arid and semi-arid lands of Kenya. In the last decade,
four severed droughts occurred in Northern Kenya resulting to major livestock mortality.
Following to this, several projects were embarked to manage risk such as provision of micro-
insurance for low income people but not much has been achieved. Therefore, the purpose of
this study was to investigate the moderating effect of index based livestock insurance on socio-
cultural factors affecting performance of livestock projects in North Eastern Kenya. The study
used cross sectional design and targeted population from households in Garissa and Wajir.
Structured questionnaire was administered to the sampled population which was randomly
selected using multi-stage random sampling technique. Quantitative data collected was
analyzed by statistical models such as Analysis of variance (ANOVA), Multivariate regression
analysis was applied to measure moderating effect of index based livestock insurance on socio-
cultural factors. The study found out that there was a weak positive linear relationship between
socio-cultural factors and performance of livestock projects in North Eastern Kenya using
Pearson correlation coefficient. However, introduction of moderating variable into independent
variable (socio-cultural factors) there was insignificant relationship with performance of
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livestock projects in North Eastern Kenya North Eastern Kenya.The study recommends to the
project managers to be cognisant that group norms would affect the individual’s behavior
patterns and therefore they should ensure that religion, culture, norms and values are factored
before any project takes off.

Key words Index based livestock insurance, performance of livestock projects, socio-cultural

INTRODUCTION

Since the occurrence of the 2008-09 droughts in Kenya, there has been increased effort to help
communities in arid and semi-arid lands (ASALs) manage their risk better (Channa,
2013).Weather related risks experienced in the ASALs have driven most pastoralists into
destitution (Chantaratet al., 2014) and the situation is exacerbated by the lack of access to
adequate risk management tools (Channa, 2013). Several projects, with approaches or models
for managing risk and promoting sustainable development in the ASALs were implemented. The
Emergency Drought Recovery Project (EDRP) was implemented by the Government of Kenya
with the support of World Bank from 1991-1996 in Mandera, Marsabit, Tana River, Turkana
and Wajir districts (Johnson &Wambile, 2011). Later Arid Lands Resource Management Project
phase 1 and 11 (ALRMP 1996-2010), a community-based drought management initiative
(Johnson &Wambile, 2011). Other complementary projects were drought management
initiative, Kenya rural development project and Hunger safety net project.

Provision of micro-insurance, small-scale insurance products aimed at low income people who
are generally excluded from more traditional insurance products, has attracted widespread
interest as a means to enhancing the resilience of the rural poor against covariate climate risks
(Churchill, 2006; Mechleretal., 2006; de Bock & Gelade, 2012). In particular, recently introduced
index-based weather insurance has attracted considerable attention as it is free from
information asymmetry problems. An innovative feature of the index insurance is that
indemnity payouts are determined based not on actual losses experienced by policy holders,
but on easily observable, objective weather parameters that are highly correlated with
expected losses, such as rainfall, temperature, and satellite-measured vegetation level.

Despite sweeping claims that index-based micro-insurance would be the next “revolution” in
development practice (Murdoch,2006), evidence to date shows that unexpectedly low uptake,
rarely above 30%, causing many to rethink the attractiveness of the product or suggest ways to
improve it (De Bock &Gelade, 2012; Miranda &Ferrin, 2012; Matulet al., 2013). For example,
Binswanger-Mkhize (2012) provides an argument for why index-based insurance will not
proliferate. Through a review of the literature, he finds that higher income farmers are already
self-insuring against risk by diversifying their income portfolio. Lower income farmers and
landless laborers who are unable to diversify optimally would, therefore, be more likely to gain
from index-based insurance; however, the cost of doing so generally prohibits uptake. In this
regard, the moderating effects of IBLI on socio-cultural factors affecting performance of
livestock projects in North Eastern Kenya, is of great significance.
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Statement of the Problem

Most livestock mortality is associated with severe drought. In the past century, 28 significant
droughts have occurred in north eastern Kenya, four of which has been in the last decade (Dror
et al., 2014). Climate change has been linked to drought in Eastern Africa (Ngugi et al., 2015).
Several projects, with approaches or models for managing risk and promoting sustainable
development in the arid and semi-arid land (ASAL) of Kenya were implemented such as the
Emergency drought recovery project (1991-1996), Arid lands resource management project 1,
(1996-2003) and Arid lands resource management project 11(2003-2011), Drought
management initiative, Kenya rural development project ASAL —DM and Hunger safety net
project are among this (Johnson & Wambile, 2011).

Provision of micro-insurance, small-scale insurance products aimed at low income people who
are generally excluded from more traditional insurance products, has attracted widespread
interest as a means to enhancing the resilience of the rural poor against climate risks (Churchill,
2006; Mechler et al., 2006; de Bock & Gelade, 2012). In particular, recently introduced Index
Based Livestock Insurance uses observable parameters, such as rainfall, temperature, and
satellite-measured vegetation level (Banerjee, 2015). IBLI pays out compensation to clients in
the event of livestock mortality occasioned by drought. Unlike traditional insurance IBLI
compensates clients whether losses have been incurred or not provided the strike level has
been exceeded. The low uptake of the ILBI product in countries where it has been introduced
shows that purchasers are doubtful if it really can deliver welfare gains (Gineet al., 2008; Cole et
al., 2013).While most literature discusses crop insurance schemes and micro-insurance for
health and life in developing countries. A wide research in existing literature does not indicate
the moderating effect of Index Based Livestock Insurance (IBLI) especially on the performance
of livestock projects in Northern Kenya, and that the weather based index insurance for
livestock is not getting adequate momentum.

Objective of the study

The objective of the study was to find out moderating effect of Index Based Livestock Insurance
(IBLI) on socio-cultural factors affecting performance of livestock projects in North Eastern
Kenya.

Hypothesis

Ho — there is no moderating effect of Index Based Livestock Insurance on socio-cultural factors
affecting Performance of livestock projects in North Eastern Kenya.

Hi — there is moderating effect of Index Based Livestock Insurance on socio-cultural factors
affecting Performance of livestock projects in North Eastern Kenya.

LITERATURE REVIEW

The study was supported by the covariate and idiosyncratic risks theory and theory of project
performance and review of relevant literature.

Covariate and Idiosyncratic Risks

Risks can be categorized into economic, human and asset risks. These can either be covariate
risks or individual (idiosyncratic) risks (Skees & Enkh-Amgalan, 2002). The insurers are able to
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fully cover risks and indemnify clients against significant risks by pooling individual risks of many
clients at relatively low premiums (Brown & Churchill, 1999). For a risk to be insurable their
occurrence must be determinable and they must lend themselves to specificity (Litzka, 2002).

In practice, idiosyncratic risks can be pooled and turn out profits while covariate risks cannot.
The idiosyncratic risks are sanitized after pooling at the macro-economic level while covariate
risks accumulate thus negatively impacting savings and consumption. Thus, at a macro-
economic level, covariate risks should be insured while idiosyncratic can be left to their own.
Usually, farmers go against this analysis and insure idiosyncratic shocks instead of covariate.
Notably, covariate risks are more feasible to an insurer and more common (Collier, 2001). It is
unproductive to pool covariate risk since the insurer would be forced to keep reserves at the
same level as the insured would keep if uninsured (Priest, 1996).

Examining the ratio of covariate to total risk at various scales reveals considerable geographic
heterogeneity (Jensen et al., 2014). Covariate shocks represent only a small portion of
households’ risk portfolio in some locations, while in others the majority of livestock mortality
is associated with covariate shocks. The degree of geographic heterogeneity in the relative
importance of covariate shocks points towards regions where IBLI may be well suited and
others where it may not offer an appropriate approach for reducing risk associated with
livestock mortality. The idiosyncratic risk that index insured households continue to face is
mostly the result of random, unobserved household characteristics and events, but is also
positively associated with a higher household dependency ratio and income diversification
away from livestock-related activities, both of which likely reflect reduced managerial attention
to animal husbandry, as well as geographic location (Jensen et al., 2014).

Theory of Project Performance

There are two groups of project performance measurement methods: pragmatic and economic.
Pragmatic measurement methods consider other aspects of project performance apart from
economic aspects. Performance is determined based on, typically, a pre-specified success
criteria (Rosenau & Githens, 2011). At the end of the project, during evaluation, the success
criteria set at the beginning is referred to, in determining success or otherwise of a project. For
complex projects, it is not feasible for the requirements to be adjusted while on-going.
Economic measurement methods, concentrate on the financial aspects of projects. They
determine the extent to which a project meets its financial value. Examples of such economic
methods are the Return on Capital Employed (ROCE), Return on Investment (ROI), and Balanced
Scorecards (Francis & Minchington, 2002). The limitation with this method is that it dwells on
the past with may be rather too late with profound monetary consequences. Although,
forecasting is available in all of these metrics, true values can only be ascertained at the end of
the project (Thomas &Mullaly, 2008).

With pragmatic measurement models, project managers are not encouraged to deviate from
the success criteria that have been agreed at the outset (Wernham, 2012). They — and the
project team — are expecting to be assessed against those criteria. There is little room, if any at
all, to revisit and amend the success criteria as the project progresses (Grabher & Thiel, 2015).
These create artificial boundaries for the project manager to work within, limiting the

102
www.hrmars.com



International Journal of Academic Research in Business and Social Sciences

HRwmars 2017, Vol. 7, No. 3
Exploring Intellectual Capital ISSN: 2222'6990

opportunities for creative thinking and employing professional judgment to the challenges the
project presents as it progresses (Grabher & Thiel, 2015).

Socio-Cultural Factors

Human are social in nature so they all belong to different groups in order to satisfy the social
needs. They observe each other and take cues how to behave to fit in and please each other in
the group (Bishal, 2009). Therefore, group norms will affect the individual’s behavior patterns.
These norms include rules, regulations, habits and mores. To ensure conformation of group
norms, sanctions (rewards or punishment) are used in formal or informal ways (Bishal, 2009).
Groups that have a direct influence to a person belonged by it are called the membership
groups. Among these membership groups some are primary groups such as family, friends,
neighbors and co-workers in which there are continuous but informal interactions. Secondary
groups include religious, professional and trade unions groups where there are more formal
and less regular interactions (Kotleret al., 2008).

Adoption of IBLI in north eastern Kenya will have religion as a fundamental determinant to the
number insured and market price. Islam is the predominant religion in north eastern Kenya
(Schlee, 2012). Permissibility of insurance in Islam is a touchy issue. Depending on how it is
applied, it can either be Halal (Permitted) or Haram (Forbidden).

Islamic insurance is a relatively new concept in Islam. Pastoralists in north eastern Kenya are
likely to be skeptical of IBLI due to its insurance aspect and this will impact on the number
insured. Further, while free trade is allowed in Islam, fraud and exploitation is forbidden. Unlike
conventional insurance schemes, default on premiums cannot attract interests. Interest is
forbidden in Islam (Mohamed & Patel, 2003). Islamic insurance, Takaful, applies the ‘al-
Tabarru’system, making it free from uncertainty, interest and gambling (Mohamed &Patel,
2003).Each participant that needs protection must be present with the sincere intention to
donate to other participants faced with difficulties. Therefore, Islamic insurance exists where
each participant contributes into a fund that is used to support one another with each
participant contributing sufficient amounts to cover expected claims-(Mohamed &Patel, 2003).
Pastoralism is an age-old engagement which has been handed down generations to the modern
day. It therefore had deep rooted beliefs that make up a body of indigenous knowledge.
Pastoralists, like any other community, will hold on to norms and customs for practical and
nostalgic reasons. IBLI is not introduced to pastoralists in an insurance-vacuum; for centuries
communities have had indigenous risk management strategies for their livestock (Dixit et al.,
2013). A comparatively new phenomenon, IBLI, will have to go against the norms and customs
of the pastoralists. This will affect the number insured under IBLI.

Education is critical to micro-insurance. While micro-insurance can provide much-needed risk
management mechanisms to vulnerable low-income households, it is a tool that is widely
under-supplied and under-utilized (Dercon et al., 2009).Insurers that want to expand into this
sector face a range of challenges. Supply-side challenges include a limited understanding of
target populations’ risks and needs, the difficulty of pricing a product with low premiums and
high transaction costs, and the problem of finding a suitable delivery channel. These are major
hurdles, but progress is being made.
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RESEARCH METHODOLOGY

The study used cross sectional design and targeted population from pastoralist households in
Garissa and Wajir. Structured questionnaire was administered to the sampled population which
was located using Snowball Sampling, also referred to as referral chain sampling, for locating
research cluster (pastoralist households) whereby one subject gives the researcher the location
of the other cluster , then a multi-stage random sampling technique used to sample the
household. . Quantitative data collected was analyzed by statistical models such as Analysis of
variance (ANOVA), Multivariate regression analysis was applied to measure moderating effect
of index based livestock insurance on socio-cultural factors in north eastern Kenya.

RESEARCH FINDINGS AND DISCUSSION

The study focused on 153 questionnaires administered to pastoralists’ communities living in
Garissa and Wajir Counties. All the distributed questionnaires were returned. A total of 21
guestionnaires were from Lagdera, 14 from Balambala,35 from Fafi, 5 from Garissa korakora, 11
from Wajir south, 36 from Wajir west, 29 from Tarbaj, 1 from Wajir north and 1 from Wajir
east. The study achieved an overall response rate of 100 % which was acceptable as suggested
by Fosnacht (2013).

Socio-cultural factors

Source of information

Majority of the respondents (78.4%) did view that friends were a major source of information
on social cultural factors. A large percentage of the respondents (53.6%) unanimously opined
that Neighbors were a source of information. Most of the respondents (66%) did not view that
a religious leader/Imam at the mosque was as sources of information about social and cultural
factors. A significant large number (77.8%) shared this opinion about politicians (MP, MCAs). A
majority (68.6%) did not consult administrative leader (DC, Chief, Government official) for
information. A significant large number (97.4%) did not view radio as a source of information.
Majority of the respondents (93.5%) did not view newspapers as a source of information.
Majority of the respondents (78.4%) did not view insurance agents as a source of information. A
significant number (91.5%), did consult information from age mates around them.
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Source of information

Source of information No (%) Yes (%)
From friends 21.6 78.4
Neighbours 46.4 53.6
Through a religious leader/Imam at the mosque 66 34
Through politicians(MP, MCAs) 77.8 22.2
Through administrative leader(DC, Chief, Government official) 68.6 31.4
Through Radio 22.2 77.8
Through TV 97.4 2.6
Through Newspapers 93.5 6.5
Through insurance agents 78.4 21.6
Through age mates 91.5 8.5

Religion, culture, norms and values

Social cultural factor was measured using the Likert scale and the results, expressed as
percentages, mean and standard deviation. The mean values represent points of convergence
of the different respondents opinions regarding the Religion, culture, norms and values. The
low standard deviations of the opinions indicated a high clustering around the mean of the
distribution. This implied that there was close agreement in the opinions among the
respondents. The results in Table below indicates that majority of the respondents
cumulatively, 93.7% of agreed that they have full confidence of the Sheikh/Imam in their area.
A few 23.4 % of the respondents agreed that they trust their friends fully. 78.1% of the
respondents agreed that they are strong followers of community’s culture and norms. 51.6% of
the respondents agreed that the educated members of their household determine the decision
they make. A few 28.9% of the respondents agreed that the decision made is determinant of
the group they belong. A significant small number32%) of the respondents agreed that the
decision they make is influenced by the network they belong to. A large number of respondents
86.8% cumulatively agreed that the community culture and norms influences their decision
making.
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Religion, culture, norms and values

(S:I’g:gfelr\e/: Disagree  Neutral  Agree ztgrr(;r;gly Mean Std.

o) 0, 0, H 1
(%) (%) (%) (%) (%) Deviation
You. have fuII'confldence of the 0 0.7 5 322 65.1 162 0.563
Sheikh/Imam in your area
You have full trust in your friends 2.7 30.7 43.3 12.7 10.7 2.98 0.986
You are a strong follower of the
culture and norms of your 1.3 8.6 11.9 29.8 48.3 4.15 1.025

community

Educated members of your
household  determines the 2.6 18.5 27.2 48.3 33 3.31 0.903
decision you make

The group you belong to

” . . 0.7 8.6 61.8 26.3 2.6 3.22 0.66
determine your decision making
The network you belong to
greatly influences your decision 0.7 6.7 60.7 21.3 10.7 3.35 0.786

making

Culture and norms of your
community does influence your 2.6 9.2 1.3 59.2 27.6 4 0.949
decision making

Culture and norms of your
community doesn't influence 0.7 8.8 0 56.8 33.8 4.14 0.857
your decision making

Moderating effect of IBLI on the relationship between study variable and livestock
performance

Moderated regression model for social cultural factors

The first specific objective of this study was to establish the moderating effect of Index based
livestock insurance on socio-cultural factors affecting performance of livestock projects in North
eastern Kenya.

The hypothesis tested for this specific objective was:

Ho1 — there is no moderating effect of Index Based Livestock Insurance on social cultural factors
affecting performance of livestock projects in North eastern Kenya.

A hierarchical moderated multiple regression (MMR) was done to determine if Index based
livestock insurance moderates the relationship between social cultural factors and
Performance of livestock projects in North eastern Kenya.
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Using the MMR analysis, the moderating effect of the Index Based Livestock Insurance was
analyzed by interpreting 1) the R? change in the models obtained from the model summaries,
and 2) the regressions coefficients for the product term obtained from the coefficients tables.
This was undertaken in a three step process. At the first step, the independent variable, at the
second step, the independent variable i.e social cultural factors and the hypothesized
moderator (Index Based Livestock Insurance) were entered as predictors. At the third step, the
cross product of each independent variables and Index Based Livestock Insurance were
regressed on the outcome variable to test for interaction effects each step had model 1, 2 and
3.The results are shown in Table below.

In modell there is a significant relationship between the predictor (social cultural factors) and
performance of livestock projects in North eastern Kenya. (R?= 0.06, F (1, 126) = 8.105, p
=0.005). The R?>= 0.06 showed that social cultural factors explains 6% of the variation in
performance of livestock projects in North eastern Kenya. The remaining 94% is due to other
factors not captured in this model. The result in Model 2 presents the results for the
independent variable (social cultural factors) and the moderator (Index Based Livestock
Insurance). The results in Model 2 indicated that social cultural factors has a significant and
positive relationship with performance of livestock projects in North eastern Kenya (B= 0.545,
t=2.680, p=0.006). The B of 0.545 indicates that a unit change in social cultural factors increased
the performance of livestock projects in north eastern Kenya by 0.185 units, Index Based
Livestock Insurance being constant. Further there is an insignificant relationship between Index
Based Livestock Insurance and performance of livestock projects in North eastern Kenya (B= -
0.021, t=-0.185, p=0.885).

Y=0.608+0.545X1-0.021Xs

Where Y is performance of livestock projects in north eastern Kenya, X1 is social cultural factors
(religion, culture, norms and values), Xs is Index Based Livestock Insurance.

In model 3, the moderation is tested by introducing the interaction term social cultural factors *
Index Based Livestock Insurance. There was a significant relationship between relationship
social cultural factors and performance of livestock projects in north eastern Kenya (B= 0.668,
t= 2.680, p=0.008). Therefore B= 0.668 indicated that a unit change in social cultural factors is
associated with a 0.668 increase in performance of livestock projects in north eastern Kenya,
Index Based Livestock Insurance being constant. The B changed from 0.545 to 0.668 after
moderation. Further there was a negative insignificant relationship between Index Based
Livestock Insurance and performance of livestock projects in north eastern Kenya.

The interaction term social cultural factors*Index Based Livestock Insurance is insignificant (B= -
0.310, t=-0.784, p=0.434).

There was a change in R? from 0.061 to 0.065 giving a R*>change of 0.005 which was small and
insignificant (p value 0.434). In this regard, the study failed to reject Hos.
Y=0.183+0.668X1-0.027X5-0.310X1+Xs
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The three models were significant as indicated by their F-values were (8.105, 4.032 and 2.884)
and their corresponding p values were 0.005, 0.020 and 0.038 respectively. On adding IBLI
variable on the model containing social cultural factors, the change in F was not significant (F-
change =0.021, p=0.885) indicating that IBLI as a predictor has no significant influence on
performance of livestock projects. On adding the interaction term (social cultural factors*IBLI)
to the model containing social cultural factors and IBLI as predictors, the change in F was not
significant (F-change =0.615, p=0.434) meaning that IBLI is not a significant moderator of the
relationship between social cultural factors and performance of livestock projects.

These study findings corresponded with other studies reviewed in the literature that
conventional insurance is forbidden in Islam because it contains elements contradictory to
Islamic Shariah (Mohamed & Patel, 2003). These are, uncertainty (Gharar) where the amount
and time is not known, gambling (Maisir) where the participant contributes a small amount of
premium in hope to gain a large sum, and interest (Usury) where an element of interest exists
as is in conventional insurance products (Mohamed & Patel, 2003).

Moderated multiple regression for social cultural factors

Model Summary

Change Statistics Change Statistics

Model R R Adjusted Std. Error of R F Sig. F
Square RSquare the Estimate Square dfl df2 )
Change Change
Change
1 .246° 0.06 0.053 0.76631 0.06 8.105 12 126  0.005
2 .246° 0.061 0.046 0.76931 0 0.021 1P 125  0.885
3 .255¢ 0.065 0.043 0.7705 0.005 0.615 1¢ 124 0.434
ANOVA?
Model Sum of - ¢ Mean F sig.
Squares Square
Regression  4.76 1 4.76 8.105  .005°
1 Residual 73.992 126 0.587
Total 78.752 127
Regression  4.772 2 2.386 4.032 .020°¢
2 Residual 73.98 125 0.592
Total 78.752 127
Regression 5.137 3 1.712 2.884 .038¢
3 Residual 73.615 124 0.594
Total 78.752 127
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Coefficients®

Unstandardized Standardized Collinearity
Model Coefficients Coefficients ¢ Sig. Statistics
B Std. Beta Tolerance VIF
Error

(Constant) 0.594 0.663 0.895 0.373

Religion,
1 culture, 0547 0192  0.246 2847 0005 1 1

norms and

values

(Constant) 0.608 0.673 0.903 0.368

Religion,
2 culture, 0.545 0.193  0.245 2817 0.006 0.995 1.005

norms and

values

Has IBLI -0.021 0.144 -0.013 -0.145 0.885 0.995 1.005

(Constant) 0.183 0.865 0.212 0.833

Religion,

culture, 0.668 0249 03 268 0008 0.601 1.664
3 norms and

values

Has IBLI -0.027 0.144 -0.016 -0.185 0.854 0.992 1.008

IBLI*Social.C -0.31 0.396 -0.088 -0.784 0.434 0.6 1.668

Although the model did not provide sufficient evidence of IBLI moderation on the relationship
between social cultural factors and performance of livestock projects.Further investigations
using scatterplot roughly suggested some form of moderation. As shown in the Figure below
the crossover point for the two regression lines occurs on the right side of predictor and
therefore the moderator influenced the relationship narrowly. The performance of people with
lower values of social cultural index was below those who were holders of IBLI but for people
with higher values of social and cultural index, their performance of livestock projects was
higher than the holders of IBLI.
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CONCLUSION AND RECOMMENDATIONS

From the study findings, it could be concluded that there was a weak positive linear
relationship between socio-cultural factors and performance of livestock projects in North
eastern Kenya using Pearson correlation coefficient. Thus, the study concludes that social
cultural factors such as religion, culture, norms and values significantly affect the performance
of livestock projects. Further, the study concluded that there was a negative insignificant
relationship between Index Based Livestock Insurance and performance of livestock projects in
north eastern Kenya. The interaction term social cultural factors and index based livestock
insurance was insignificant. This is because conventional insurance is forbidden in Islam
because it contains elements contradictory to Islamic Shariah. Further investigations using
scatterplot, the study concluded that the performance of people with lower values of social
cultural index was below those who were holders of IBLI but for people with higher values of
social and cultural index, their performance of livestock projects was higher than the holders of
IBLI.

The study recommends to the project managers to be cognisant that group norms would affect
the individual’s behavior patterns and therefore they should ensure that religion, culture,
norms and values are factored before any project takes off. For example, People of North
Eastern Kenya are believed to be Pastoralists and because of this, it is believed they would hold
this practice and pass it to the next generations. Hence the reason why social cultural factors
affect the performance of livestock projects in North Eastern Kenya. Also, the study
recommends to the project managers that they should never moderate social cultural factors
with index based livestock insurance. The interaction of social cultural factors and index based
livestock insurance would affect the performance of livestock project insignificantly in North
Eastern Kenya. This is because conventional insurance is forbidden in Islam because it contains
elements such as interest which is contradictory to Islamic Shariah and insurance products
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implemented in North Eastern Kenya like modern banking products should conform to Islamic
shariah.
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