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A B .3 'I' R J, C T 

This study ,,:,r.amines the history of the insurance industry in 

Nigeria taking in-:,n congn.izance the factors that affected the growth 

and development o:E the industry during the Pre-colonial and colonial 

• eriod.s 0 The stu,3,:, also analyses the contributions of the insurance 

industry to the g..:-0wth and development of the Nigerian economy during 

the period under consideration. 

In attemptirig to. find a solution to the problems ·at hand, the simple 

historical methodology of cause W1d effect was employed to explain events. 

Also~ empirica.1 evtdence was used to strengthen the q_uanti tati ve aspects 

of our study. Howr.wer, our empirical evidence was limi ted strictly to 

the use of aggregal,ed secondary st;:;;.tistical data and the interpretation 

of such data. On the whole, the rnethodology employed was essentially 

inter-di sciplinary. 

Ever before the introduction of modern insurance practice in 1902, 

kinship relations :c.:rovided the basis for protection against losses among 

the va:rious commun~l ties in Nigeria, but the mode of practice differed 

from oll!'~ cornmuni ty to another. Iiowever the colonalist adopted the policy 

of laizze-farre tc.-,;-a.rds the insurance industry and as a resul t investments 

of insurance funds in the Nigerian economy was not a policy of the 

expatria.te insurance companies as their attitude towards the econorny was 

one of total proiï·t maximization and economic expoi tation. 

The post-colmlial perj_od wi tnessed an intensive regime of government 

control and direct participation in the industry thus leading to the 

retention of the oiJ.gopolistic structure of the market and the existence 

of a sarri. tized and 0nore professionally ori ented market such that by 1988, 

a total of ninety-,d.ght insurance companies, and one-hundred and eighty-four 

brokerage firms we1 ;: operating in the mar.ket providing employment for more 

than a quarter of L million people all over the federation. Also, the 

volume of investmer:ts in the local economy by the local insurance industry 

' has exceeded the NI billion mark wi th profits rising by about J~o between 

1980 and 1987. On the whole, the industry has successfully acted as major 

risk-bearer that h,L;, provided. funds to stimulate the capital market thus 

leading to a greatc:i: level of industrial efficiency, construction of real 

estate properties, 1,;rornotion of general co1i'1lllerce, mobilization of savings 

and provision of sc,r: ial stabili ty e 
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PREFAC!li 

~is atutly ai.ms at exruninin~ the hiatorical background 

and the growth of the insurance industry in Nigeria. lt also 

seeks to desc.ribe thE: contribtit:l.ons of' the industry to the 

Niger1an economy during the pe~iod under study. That insurance -

èxisted and war;; practis~ i.n pre-coloniai Nige.t'i$ iG inàis

putable and the intro<l.iut;tion of the Western model only came as 

in~dèqU.f!Cies of the trad1tional inaurance inetitutionst and 

also as a direc:.:t. .response te the ch~llenges of mode.mization 

wi1fuin the socio-~conom1.c system of the country. However, 

~oth the traditional and modern ineurance systems have a 

tha.t this study Will supplement e~!sting works on other 
- •: ,_ .. -

aspects 6f. liururance and that i t will f 111 a yawning gap in 

the economic histo~y of Nigeria, West Africa, and Africa 

Chapter one of this work will serve as the int.roduc• 

tory chapter in which the rat1onale behino this study will 

be explained. 1ne cohçepta of ~iak and insuranee, including 

the funct.ions ,.,f inourf'dlce t\S well as the characterist.:tcs 

end basic p~inciples of rnod~rn insuranee will b~ è~amine4 

bec;auee it is necessœy to acqua1nt the reader with a 

working knowledge ot these concepts and themee. 

The second chapter discusses Nigeria• s pre-colonial 

social cand credit institutions, their mode of operation imd 

limitations. The chapter also explainG the cont.t'ibutions 

of the v arioUQ tracli tional inm.u:anae inst.i tutions to the 
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aocio-economic d~velopment ot: the p.re. ... cclonial domestic 

thé traditional mode ot insu.rance end modern insurence .is 

Chapter three discuases the eme.t'gence of modem 

lnsm:ance bus:tness in Niger:ta, and the subsequent expansion 

of the. hu.s.:tnee.s wM.ch wa~ eornpletely doroinated by the 

~xpat..t'1ates who i~t.r.oduced the business into Nigeria. 

'l'h.e ~iee of African ent~epreneurs and-the emergence of 

profest?ionai insuranêe broJ<:ers will also be diseussed• 'l'he 

chaptélt rounds-up wi th a deaetipt:ion of the insurance 

induet.ry role in t~e colonial economy. 

Chapter :fo\.\r è.1$Cusses the state of the ma~ket end 

background to goyernment .i:t'i:,\gUlatlon.- the reasons for State 

.regulation, the establiehment of a super;·viscz:·y body by the 

Fede.ral Govermnent, Md t.he effect$ of gove.rnment policies 

on the Nige.rian insu.rance mark.et l.s well t!iecussed. on 
:;,' 

cipation in the ~ommercial and :i.ndustri~l development of 

Nigeria from'1969 to 1986.., 

êhapter. si~ c-.e0ks to dis.:iaas the co.ntr:U.rutlons of 

the various re!nsurance compelnies te th~ devel.opment of the 

national. eeonomy. r"'ttrth~.u:irno.re, the lndustry• s eont;'ibl.ltions 

to the man power de'lfèl or,rnent taffort.s of the nation are 

explsined in th!$ ~.hapter.~ Finally chapter s~ven rounds

up the work with a di$cussion on the $AP and its impact on 

:tv 
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and recommandations made to selve these problems. A summary 

oi C<l'nclu.sions brîn9s tne. disc:uss.ic.» i;o (4,.fl end~ 

A work of this nature requires the input and assistence 

of many institutions and inclividuals 111 addition to the 

autbi::.i.r.·, F!.t::'&tt X Wt)Uld like i~o thunk the Un.ivensit.y of La.go~ 

for thi.ii:.~ craduate Assistantship ,awerci, second• I also 

~xp~e.:-1:;; m.y sincere appreciution to COP!~SRXA fer thoi.r. grsnt 

that enebleci me t.o {:cmplete m!/ field wi:ir·k and the final 

stage of thi.s wo.rk. Next, I wish to thf.'.nk the Headt Depart~ 

meirt; of Hi1;;,tory wbo is alao rn}! supe.r::vi:1c,r or. EhA•Ag1ri1 tor 

hi.a patience, untir:lng effo.rtil and gocd c:::ounsel auring the 

pclZiot! o! p.rl,,paration of this \,ork., TJ.u,nks ere also acéo.rded 

Profeis:;;o.rs Jid~ osuntokun, 'l'aJtJcleen Gbatamosi, .and or.A.A.Lawal, 

for thei.il' oupport(i/1 

Again., ;r. ·vd.sh te thenk Mr, sunday E;Jceniritob* Mrs. a.ogbeidi .. 

my moth.-ti:t Chief v. Nufus, and f.'r1nce G. ;s • Fari!lt{~dè for; 

thetr financj.nl and ttoral support. OthE,rs whos~ name X 

must not forget to mention e,.re Me sers. u,.s ,.ojm,a of 

Niç·eria P.e.j,.nsuranc:e Corpo.r.aUoo; Mr. F.K.Lawal of Continental 

Remau.1.~ance (Ni.g•) tt.à•t Alhaji. O.A.Moro<:•h of AeI•l•C•O• the 

enU.re staff of the lnsut:"ance tiepartrneni.:.t Federal Ministry 

of Fin~.1~ce, Lagos; MJ·. timothy Akhil.e and a. a. H~Gb of 

the :xnsuran<;e md Hia;t.ory Departrnents rospecti vely, Uni ve~• 

sity of LH.g·o.e. % wot11d also U.ke to thank Mr. o. Shorunke,. 

Mt;• G.s. A~ent!!bor, Mt.·s. a. o. okuntola nnd Mt"a. G. ogbeidi -

my wife fo'I. the!r advise and support. 
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l'in~llYt :t wl.sh ·t.o th~nii .t-:ir. H.A ... N.Awulohu ""' fo.r;mer 

Secret<?-...1'1 t$) th~ ttlstçr.y ~~p~rtm~rrl; for Spa.t":in9 mis time. for 

'th~ fi~et 'typing and l'lrs. o .. a .. Ab.raham., Mrs. o., 11.lademomi for 

complet1ng the final typing on schedul.n. il'l)" grn:t1:t~de is 

al:.:;o extended to al:l memhers CJf t.'1.e acn.dem,ic and non~academic 

st;<>..f:.t cf the Histor:t Depru.~tment. God }3le:!Hh i'.11en. 
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IN'l?.RODUC'l?ORY CHAFT6R 

ibis ehapter saeks to examine the following sub

themes;,... ratione.le for this study; a bi:ief literature 
,l;eview of the eid.5ting wo.rks, the conc~pts of riak and 

ineurance1 f orrns of' J.iska and the functions of insurance 

to man and Society. Alao• the cheracteristics of insural:>le 

risks, and the bF,iBië principles by which modern insur~~ce 

b~sineè~ is èa~ried out will be discussed., 

RATIONALE FOR ~HIS STUOY 

Althougb thê c~ntral theme of this study is self~ 

~xplicit, fat the question wtH.ch the writer was conifronted 

with almost.eve,;ywhere that he went. to seek .ioz: information 

and assistance on the subject matter was Wbat is the rela .... 

tionship bet.ween history and insurance? It !s, therefore, 

against this ~ack9round that the rationale for this atudy 

will now b~ examined• First1 1t is·important to recogniee 

that u••••~·• history is important in obtaining proper pers

pective becau$è the roots of the insurance 1dea go fer back 

in the pages of histo.-:y." 1 Thus, .by "., •• learning morè about 

thé past, one Càn better underst.and the present and appraiee 

the future of insuranee-.112 

It should be stated here that we cannot but continue to 

gitess the pàst in the field of risk and influrance as long 

es we Opérate ~ith partial knowledge and be contented witb 

rules of relat~vlty and probability. '.t'his shows that we 

have to resem:-ch into the history of risks and insurance if 
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we care to under stand end expl ain the past of this 1mpor• 

tant aspect of the socio-ec:onomic life of the irHlividual.,. 3 

Another ~ea~on fQr und~rtaking this etuciy is because 

of the fa.et that it talls within the realm of economic 

history; end both econoroic nistorians end econoroistEi have 

writ'ten cm many aspecte of the economies of Africa, 

vJest Africa ~d Nige.ria9 for example, pre-colonial and 

colonial tran::tpo.rtat:i.011 $y.stems in \ieet Africa end 

Nigeria, the growth and development of trade in Nigeria 

and West Africa, the g,:owth and development of money and 

banking in Nigeria and Weat Africa to mention but a few. 

A study of the insuranc~ industry in Nigeria during the 

pre .. colonial1 colonial end post-colonial periods has been 

excluded from such works, hence thia attempt. 

The need for this study a:!.so ~r1si;:s l:>écat,se insurance 

:.ts an activ~ coin.p).ement to all commerc:i.G\11 business and 

soclo-cult'l.u:al act1vities 9f mank.i.ncl. Thus, it. is hôpecl 

the3t this t'tudy when ëouipletea will enJ.5.ghten the gt:n;a<Jra

J,ity of t.ïie people about the history ood impact of the 

:l.nsu,;ence industry en the Nige.t:ian economy. Furthermore, 

the nt!(.~d to ·undertal<:e a stuJy of t.11.is nature is: borne out 

of the fact that despite the dearth of w.ritten me.t8.t'ials 

cluz:ing the eru:J.y stages and ëV<m L"} the present stage of 

growth of th'? insurance industry J.n Nigeria, one can· . .

attempt to present a work that contains some concrete anà 
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irhis ~tuôy is also being undertaJcen in orcler to 

examine the participation of the insurance industry in 

tha economic,development of Nigeria during the colonial 

and poat-colonial ers., It is heped that this study will 

suppleroent eID.sting wor.ks on othet' àspects of insuranèe and 

that it. w:Ul fill a yawning g;,:ip in the econom:lc histo,t>y of 

the ec:onomic developrnent of' Niger.ta, r,c-,ne :1.s a serious 

sive M.r1to.v:y of thé contributions of the insurance industry 

to the Nii.71erian iaoonomyt1 !ndotild ava:tlable J.i teretu.r.e on 

thts subjcct. ~.n Nigeria is scant.y1 inadequate and dominated 

h!( e,çperi:!!» and professionals 1.n the field,. 

t>ut he failed to d1scuss the impact oi t.his <levelopmeut. on 

the Nigerian econorüy.. .J "o.:rri.lkwi..5 aims prianarily at eltpl.aining 
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the basic prinoiples of insurance namely insurable interest, 

utmost good :faith, p.r:oximat.e cause, indemnity, subrogation 

E-J'ld contr.ibution; 6nè the leg:tslation:::; that are operative 

enplatn the n~ture of social sccurlty inetltut.iMs that 

eixiritecl !l.n N:tger:i.a beforE>.< the introduction of modern insurance 

practd.c~a hy th~ Br.i.tish Ill(!rchont:,:: 1.n ".i.902,. 6 ,">gain, this 

on tho oco~omie devolopm('!nt cf Nigerj.a., F\1rth~rmore, 

J.I.,1'"'aleqç3n '1 attemr,ts a histoJty of the :tnsur.nnce ind.u~try 

from 1902 i:o 19"1? using Rost:ow•$ theory of stages of economie 

a.nnlys:is of th~ patt:erll cf tJZ:OW't:h of the iiosur~nce industry 

in Nigeria, Also, in another o.f h:ts workt ratQgan8 attempts 

J>,9ed.n, in thei.r c:ontr:ibutions t;o our understanding of 

the development of insurance in Nigeria, UtO.cjewola, 9 

o.Lijadt1 tO ar1.d J.N.!'arasworth 'l"l repeat the fl'.cts found in 

Nc.Nei_str.y, Irukwu cmd lralegan• s works with vet·y U .. ttle addition• 

.f •tli!>Ogunlana i 2 end G.,K.cadmue 13 works exandneèi how the 
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cNige.t·ia., Both of ·tnese works like others, le.el<: vital tacts 

us to apprec:iate the contz·i~utions of th'2i: insurance il1dustry 

t.o tho Niget'i&n econom~. s .. ,hl,lr.10• 'l.4 focuaes on t.he impor .... 

and 1'1.cw thes,~ el;;jn be used as a. tool f ex: ecc1').oroic dt:'.:11,alopmènt., 

iS M.O;i,Ajaj~ · at.tempts to analyi:e 110w J.n.suranc::e fi.rms aa.n help 

in the control of crime in the societ':/it thus helping to 

proVide a safe ecortQmic envi.r:omnent that is neceS$&y for 

furthe.r economic growth and socie.1 upliftment of the society. 

of ti1e cont\ribut.ions of th~~ insurance indu.;,, t.i:y t.o the 

Nige.ritm eccnom.y, A. oyejide and A .. S(>'tode 16 attemp·ti a. 

investor.s and the p.roblems the y encoo.nter. J\ga:tnli t.r" l\ ~ 

Adeyeme. 'l'7 trios te exa:min:.'l- th,;a rc,le cf the itrnuranc:o indust;ry 

in the successful imple!'l'!?ntation -:if t:he Frmr·t.h Naticn~l 

.D~'Vrzlopm;int !?J.an1 ~~h5.!e E:.,G,.E2e, 1·
8 

e.xp,1 eins the importance-t 

t,ute · to our que.st for a fullr-?r knowledge o:! the exten't~ of 

partieipat:i.cn cf the insurence ind1.1stry in the Nigerian 
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/Wailable liter1iture h1;;1.ve shown that Nigerians have 

tr.:.di tional systems of provid.:i.ng against any occ:::ur.rence 

of loss that might befall any member of a group qr a 

c6mmunity thereby ensuring continuity in an individual•s 

economic and soc:l al endeavours,. Amongst the various 

coinmuni ties in Nigeria, k:tnship relattons provide the basis 

fèr protection ag$.inst losses. For exemple, there are 

specific inst:i tutlons ·that encourage savings for the future 

· 19 i~ case of losses arnong the Yoruba ~ncwn as the Esusu. 

Among the Igho of sou theast. Nigeria? a::imil ar insti tu tiens 

. . · . . 20 .. ~2v :t.1?usu 9 or compiri. Among the communities of Nor-

thern N:Lger.:ia, f e.•.milie s do corne together to heJ. p themsel ves 

in t:i.mcs of need, here kinsnip ties are very important 

although the in.st.:ltutlo.n tnight not be institutionalizeci 

as was tbe case in 
. ., 1 

the Xoruba ë.i11d Igho communities/· ·· 

Howeve.r; many of the .above s·tudie::3 are largely normative, 

they do lack a histo.ric:al approach, and as such, t:he~e is 

still a gap to wt:i'l:.e a full h.istory of the in<iu~t.ry and its 

impact on sel.ected sectors of the economy. 

THE. CONCEPTS . 01:'''·RISJ< AND INSt:rRANCS 
...... b .. ~ 

In th1.s r,et:tion, the concept. of riak and insurl.lnce will 

be '.briefly examined be .. cause· it w.1.11 help us. to attair., a better 
unde.r:standing of our st.udy as the àiscussi.on:. p.t.'ogresses .. 
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The concf1pt of .risk is ~a old as the h:i.At!t>ry of the C~f!H'i• 

t!on of man and as auch, ! t is tzot pos$.b1.e to be dogmatiè 

i!bo-ut. the di:T.i::i:inition of the con<;.cipt ~speçil'l11y ee echolat'ïi 

or sp~c.d.alista in tlïiS ~X'f~a. have f.r-.iled t::.o aç,rae on. a· 

univrtrsal.ly e:cceptable definit.i.on. Nonethele.s:;;~, we ~hall 

e.ttempt a wcrk:tng definit,;i.on -çhat. ,::onsi<îer.a uri.sk: as 'thè 
... ., 

unc:$rta.tnt.y of loss0 "(· ati. it c:onc::tl!t-na u1ifat :fl.r.e r1emagë, 

the.ft of prop1"'::rty anù aceici@nt.s. and otlw:rs'"~.2$ Generell1ri 

this a1c,:f:it1i.t:ion tmpl iea that i t ia not car.tain as to when a 

lOO!ià w,~ll oceu.r and how ra,~ve.te i t wiJ. l b,~ once it hü:! OCCU• 

rrt1d,. Ri.Elk; heti elso l>een dt.~firwd as the 0 po15S:I.M.1S.ty that 

cometh~i.ng vH.! de not ";!~nt: t.c, happœn 1;d.ll h,,r;pt1n or, '1:hnt 

tJ . t !, h ~ 1 J f :1 .... " 24., t.H)fn<?. 1ll1Si we w an · ,:.::;; appl:.!n 'Il.;. · . · n.,. i;.O m:: se).,. 

T.rom thH~e· de;J.'1:ütiorw, i;,1c 1..ioint:.ï .i:;~.2m t;.o hava 

cl'!;arly ~m~.rg-;1d.; first:., \NJ hav~ l~t.1.t:rit tnat d.:sk .ill> a 

p.î.\?bltE:\1 ,.,1lüc:r:. \;!v-.u.t:y l"tul.î1?,i.n tclri~ h6S t.o c:o.ntena w.itn a1d 

ntScor,d, 
. . a~. 

that. ,t>.l.sk is élit the Vf";)t::J centre QÎ' infJurenee0 .,,,, 

'!'h~; implic:at:l.cm c,;f thiS $b.e•.d:;\\;m,~n.t l$ th.ld;. -..;lt,h.out the. 

~ïe.t~teir~e of rit;!~., t.h"'z·11r W{j1J.l<::! be no n.1,;::ed for lnsuz.:·~x~Ç;t 

bec:eu:se et'"li:ry p,-:irm,:::,l:", ~nx.i :tnsti·lrutLon Will :b~ sexe mid !:.e:cu.t"e., 

Rislc:ii cari b.roadly œ classified into two cate90.ries; 

~.e.. vux:e .ana spaculative .1:·:Ls,.:s, :t:unôament,al anQ pa.rt.icular 

~i:;;J.;;;;. Pure .rim-.e n .i;.. 1nvol ve orw.y ·the possibi.l1ty of a 

;J.Q,,H~; the di;~.•liet;).on fl;Ofi'.i expectati~:ms can be unf,ivow:able 

<.>l1l.y.trc
26 

\fath th.iGI type: ôf :-it,kb, the po~eibility of making 

a. sa:tn out:. o:i an evt:int rol;\y be r~11ote but e.t .beat the $tatue 

auo Will t)(ë r.iiaintained. Exampl1P-s of pure r:Lsks are fire, 
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llCàident and dëeth;, Whether those events occur or not, 

floi; z.rr;m fnr.}oOJàu,nte-.l J..~:tsk.n are net no.rmully -cfaused by one 

ir·~~vièunl{ np.d fr.ci.r. -impj:id;. ger.crnlll f alJ.s cm a wide tange 

. .27 
(if people .. 1• l'ro~t t:hia cletinition, wc c~n c:oncltJde that risks 

t:l:l.citl occur,n~ttce l:hai: i~ beyonci the c;:.ontrol of inan or they may 

artse c,ut of the nt1tu::u c,f soci.oty we live in..28 &xamples of 

ami efl such; t:.he Society as a whola, the govern.ment or the 

that ,r,.-.~ l'i.as :i.t.i:, 01:igit.i. ln i11div-iaua1 events and tts impact 

is f e-1 t. lo<:ali~ ,.u29 In ess,~nce, an 3.ndi·victuel i.e likely to 
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Examples of particular risks are• accidental damage to 

personal effects,, and theft of property. 

Since we have been able to estal:>lish the basis upon 

which insurance rests, it is only proper at this juncture 

to examine the concept of insu.rance before moving on to 

-e~amine the modern and basic principles of insurance. Willet, 

has ciefined insurance as"••• t.hat sociàl device for making 

acc~llUi\lllation to meet uncertain losses of capital which is 

carried out through the transfer of the risks of many 1nài~ 

30 viduals to one person or to a group of persons~" Simi-

larly, it has been defined 11 •o as a means whereby groups 

of peoplet facing similar risks, can club together for the 

p.rQ<tection against ceJStain financial losses.1131 Under ibis 
\ 

situ?ition, each individual transfers his risk to the club, 
\ 

and in retùrn he pays a.little sum of money known ae the 

-: prem!um. ,:in the final analysis, some people who may be 

unfo~tuna~e :to have to suffer losees, will claim compensation 

fro~ the club or fund. ?hus, the loss of the few is borne 

bY many. Furthermore, Ffeffer, in his work defined insurance 

as n .. • • a de vice for the reduction of the uncertainty of one 

party called the insured, through the transfer of particular 

risks to another party eall.ed the insurer, who offers a 

restora.tion, at leasi;:.,in part, of economic losses suffered 
- . ., 32 

by the insured•" 

r 

CODESRIA
-LI

BRARY



1.0 

All these definitions were seleeted after a careful 

study of sr.'>mè of the v.ar:ious defin!t.ions aseociated with 

the concept of insu.rance, and al.so J,ike the concept of 

~1Skt it. ha& been difficult t.o find a suitable def'inition 

that is ~ni~eraally acceptable for the èonceph of insu

ranee• 1'Wo facts s~em to have emerged from our discussion 

Wi thin th.e reelm of economic history, which has integrated 

the allied disciplines of political economy end social. 

hietory, ie fw;the~ consoU.dated with the definitions given. 
' 

Second1 the definitions also help to consolidate an earlier 

point that.thet:oncept of r1sk is t.he essentiel ingredient 

needed for insu.rance to survive 9.r take place• this is becau$e, 

und~rlying the various definitions of insurance 1s the con• 

èept of ~iSk: poel!ng, anà the desira of various people to 

<;ome togethe# to pool the resou~aes at their dispos.alto 

protect themsel ves again.st any loss thet might oc~r. 

sàic:.! that 1tthe prim.-sry function of insur·ance :ls to spread 

tri~ fin~1cial losses of insured members over the whole of 

·bh·~ ins\.U,:l.!':19 <:ùrc;munity by compensating the unfort1.J.nate few 

fron, the fund buil t up from thë contributions of all members•' " 33 
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All that ts being siaid heu:e is thet thé basic function 

of insuranee '' .... , is to provide a risk transfer mechenism 

by m.eans of a ecmmon pool into which each pol1cy holde.t' 

pays a fait. and e.;u1·t;.able premilum, e.ccording to tne ris& 

34 
Ot' lose he or she b.rings to the pool. 0 

One of the secondqry functions of insurance, is that 

it serves as $timulus to bus5.ness enterprise. Uncler normal 

circumetanées, "no pX'UŒient industrialist would conside~ 

investing largè suros of money !na projcct wit..hout some 

suiteble safeg:uatds.1135 c;t'his means that such money will be 

tied-up aa a substantial réserve eith$r in a bank or 1n tne 

private hands of the owner. But wi th the existence of 

insur.ance• t:nese funàs or reserves ere reloased for further 

investment and developm~nt. 'J:hus, :!.nt:urenco1 helps 1n 

promoting traàe and in<:lustry in the economy. 

Another ~econdery function of insux:-ance is that !t 

provide,i securit) and consequently the desir:ed peace of mind 

to an inve$tOJ:.·.. Svery incti vidµal and co.rporate enterprise 

;;:;,:,.f •. !t;y :and i;;(.\;cur.:l.t.y 0 H• is a psychological factor that is 

d:Lfficult t,, m~asuriià in termi.;; of specific oenefits.n~ 

furthe.rmo.ret a w-ell organised insurance market 1s known 

to contt'lbuta immensely to t•a healthy and vigorous econom.y 
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Againt another funetion ot· insurance ià that ''by action 

buitinesh) i.nsur~J;"S havsi a cons:tde.,:;iî!hle eff.ùc4:. on the JCeduction. 

o:J; l.osses• J.,ot.h in tht-:iir 1.ncider-.ce end extent." 38 Fu.t·the~-

in~mr.,:mce, hut unilr.>uhtedly mo.re 1<:iSl$ prèVeu.t1on wo.t·k occur 

hecause o'i:" inmaenae th'<m wcuJd occur w.tthoni: it.nl9 ?or 

example, if the lif e eupport ,,t· a fe.ni.ly dies or: i.s seriously 

lnju:recJ ,so that h~ beconw::s permein~n.tly .-jfsabled, th~ a.-am:1.ly 
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'(;ion is avolded. Also, 0 • u a firc o.t· a liability suit 

<;::an cause the failure of a b'usinef;s,. Such perils can be met. 

t;hrough in~urance which provides money at the time o:f 

need in 0.1:de.r ·to keep the businesk in·tact.,"
40 

The existence of insurance alsc encourages thrift. 

1'his ls becauce the pr~rnium which an insured pays against 

potential or pozsiole lcss is sn obligation which the in$ured 

owe~ his :family or beneficiari<::s 17 a~ such, the payment of 

pr1.c::mium b<;!ccmet;; a matter of compulsion rathei:· than cho:l.ce; 

and a habit of .tegular: savings is developeè • In a.cldition• 

the long t.erm ccntracts sffccted under lifc in.su.rance has 

.special a.dvan-tages in stimulatiag savings rmd thus buiid. 

subsl:antial cash ;-eserves that can be called an eithe.r in 

times of emergency or retir.ement.. !1'rom the sr.1all amounts 

collected frcm every policyholder, a large rŒserve is built 

up anct from this reserve, a. substantial amount is invested 

in the ccon.omy by insu.rance t:OF1paniest thus further promotfr.1g 

econorn.ic and social wellbeing of the society ns a wholeo 

i,>Uch irivestmt:':nts could be on the builcJlng of hous.ing estat.es1 

èonstructic,n of tovxist facilities such t,s hct~,ls of interna-

tiohel z,tf.1ndërd ~ buying of governrnent stock o.nè bonds and 

g.iv.i.n.g loam·. to policyholders .. 

Still on t.ihe functions or benefits of insurance, it 

bas been observeo that insurance provides a basis for credit 

hecause nseveral kinds of insurance are invaluable as thé 
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foundation fo?; (:lt'~dit transâctions.1141 For instance, most 

'b'1lnk
0

$ insist en thO prodUCtion of life insu.rance àS · a 

collateral befo~e loans ere çiven to prospective applicants. 

~his help to énsure that the loan will be repeid inspite of 

uncertairi contingenc.!e~ such as death or diuabil!ty of the 

J:,o,rroweJ:i\t Also, fire insurance is usec'I. by mortgagea who loq0 

monay with reel or pe.rsonal property as collateral. 'l'hus, 

one could :aee thillt insurence is a neaessary tool for a sound 

ê~edit economy. From the disouaeion thus far, one will not 

be wrong to aasert at thia point that insurence is a neeessary 

tool and complement for the œke•off and rap.id development of .,.. 

any nation socially and economicall:y-. 

lt ia &n uphill task to attempt to compile a list of 

the types of tisks that can be ac:cepted for ineurance as not 

au. risk$ Rresented to the modern insurer are normally 

accepted to · be insured., Againat this background, we ~hall 

diseuse the c.heracter.:1,.sties that are 9:enerally associated 

~asurcment and a& "insu.rance aan only provide monetary c::ompen""' 

sati.on, sentimental value and eateem c:annot be rep1aced in 

tho event of lo$~• ~nus• the scope of insurance is 11mited 

0 0 ,.. to the pt'(:)aise financial consequences of an insured event.,e•42 

one point t.h,it must be mentioned here, is that it ia extremely 

impo~eible, ln a majority of cases to know the f!nancial value 
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hé c,t,.peble of' finarv.::ial measuroment whe:nev,c~t' l';lnd whet~~V'â.t· it 

{,ceurs . .- 43 Th.ri only mo,:.'d.f i.cat..ion te tht: rule cun be founti in 

pcnsation to .bE: paid ln i;he e:vent of d:ëath h!!l.s been éiat.èr ... 

mined prlor to tilld..ng Ol.it the p<.:,l.1cy.;r44 

A .secon<i ch~acteristic of an inaurable risk is thet 

uthere muii:it be a large number of s1milar, bomogeneous risk 

i 
.. 45 l)efore any one of ·~hat number s capable of being insu.red'-.11t 

1'1:le re.ason :fo.r th:ts is thet "if' tin insurence fund was made 

up f'rom the con·tributions of a .relatively srnell number of 

membera, the contribu·bions by individuals might have to be 

~o h!gh as to be totally unacceptable,.u46 

f . .imply otatlf.ls th,~t "• u the persan seeking the insurancé must 

. . l u . pe legally (.".ntitled to insure the a.rtic e o,: event••. 

Furthermore, and as earlier st~ted• the insw::ed must .suf'fer 

eome · i:o;i_m of f !nancial loss due to the occutren.ce of thé 

risk insured. Xf this provision is not strictly enforced by 

mode"n insu$:~~s1 some unscrupulous persons might. insu.r.e the 

ii:rë or p;,.roperty o:f a criminal wi th the hope of be.ing indemni• 
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fied hy thE~ insurer wnen a loss occurs, thus, in these 

circumstances,, he is attempting to maJçe a gain where he 

has no le9al lntet·est;; 

Againt a'lly in sur able .risk: must be f ortuitous in nature. 

This mea."ls that events that will occur with certainty can

not be insured as tb.e.re will be no uncertainty of loss; 

and rislt. For the risk to be an insurable one, ·the fre-

quency and s,2veri ty of such a .tislc must :be completely beyond 

the <:ont.rol of the prospective person t.o be insured. But, 

one flnàs a slightly different situation in life. insurance 

.a_s death is one of the events th,;it is certain to happen; 

but the truth of the si"i::.ue.tic>n ie; that life :l.nsurance "still 

invoives fortuitous evcnts as it is the timing of death that 

is beyond the conb:·ol of the :person effectir.g the policy" • 48 

An int.erestirig point that one notices wlth life policies, is 

that most of these policies provide adequate cover against 

the risk of suicide. The argument that has been put forward 

in defence of this si tuat;l.on is that ". •. there is usually a 

limitation period, often one year, after the commencement of 

the contract, during which suicide is excluded. This is 

intended to frustrate the deliberate arranging of an insurance 

policy when suicide is conternplated.n49 

Also an insurablê risk must be pure in nature and it 

must not be a speculative rlsk. Furthermcre1 particular risks 

are normally insurable risks provided they meet the other 
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crite.ria of insurable risks enumerated. On t:he other band, 

the same :situation does not apply to fundamantal risks• 

z:isk 'ho be i.nsured must not. be ~gainst public:: policy; in 

other words, while it 1s possible to insure lcsses arising 

trom a rootcr accident, i t i.e t.ot.ii,ùly un_ç1ccepteble ooâ incon

sist.ent with public policy to insure against iines imposed 

on e.n offenèin9 rnotorist by the police or courts, this i& 

:bècause the fine imposed on JSuch a person is 1ne~nt to pena-

the p~inciples on whieh modern inaurance business is based, 

but we shall not ccnc:ern oursel ves with the technical életa:Us 

or these p.rinciples. ~he principlee to be exatnined are 
.. ~· 

insurable lnterest, utmost gooèH~aith, and indemnity .. 

ingredit:.mt of any insùrance contraêt and it ha$ been defined 

S.$ 0 .... the legal right to insure arising out of e f.inanciaJ. 

relat1onshipt reeognized at law l>etween the insured and the 

s.ubjeet~mattett of insurance,1150 'rhe subject-mat.ter of insu-
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ram;:e 0 c~m be any form of property or an event. that may 

result in a loos of a l.egal .right or ereation of a legal 

liab1.lity.051 eut inilÂmore simpler form, insurabl~ intèrest 

meana that •• a person who wants to purchase an insurance 

service must ~tand to benefit from the e~istence ot the life 

or: propert.y t.o be inam;eà and stand to su:ffer some pocuniary 

l . . ~. . ,4 • J,,~ , •. 52 . oss '°l' :!. L~O ,.,.esi:ruc l,o,,!.on. • .!lou.r es sen. tial f eatures have 

be~:n iâent:.itiod with the p.rinciple of insurable intt.:Jrest and 

(a) there must be some property. Eights, interest• 
l;l:i:e:, l:Lrib c:: potent.üü liability capable of 
;being insured; 

(b) such property, rights, intere~t, etc• 
must be the subject-matter of' insurance; 

(c) the inr.itl.t'ed must st,md in a 1:.·tü ationshi.p wi th 
the subject~matter of insurance whereby he 
t..>,~ni:!fi ts from its safety, wellbtüng or f:reedom 
f'rorn 1:1.ability and 1t.iould be prejudiced by its 
da.mage ,:.r the .o.xiptE>x\Ce c•:f liab:l.lity; 

(d) the rel ~t:\.onship het.ween th,:1 .:\.naured an,J the 
subject-matter o.f' insurance must be recognized 
e.t. law-i53 

Anot.ner important pr,Lïc:tple of rnodi:'.!.rn insurance that 

will be b.riefly· explained here ia the principl.e of utmost 

gooè faith. Be:fo.re m"ving furthe:r, it is important to 

mention hel;'c thf:lt :lnsur.ance con tracts m:e qui te dif.ferent 

f:com ordinary commerc:::ial and non-.insurancc ci::mtracts.. :en 

the latter case, the operative doctrine is that of caveat 

party to the contract can e,cauci.ne the 1 tem to be purcha1;1ed 

or service to be ~endered thoroughly before agreeing to be 

a party to the contract, it is not necessary for eàch party 
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to ciisclose in:formation r~quested. Sil. But wi th an .tnsu,;&nce 

contract, th-= situat.icn ir. the .rev(!r1:>e; i.e .. the opere:tive ·,, 

c1oc::fa:im-:i li.l thnt of uberrima f.t.~.f;.! or utmost good feith .. 

Simp! y de:f lr1cd 

utmo.st gocx(:fàit.h • ..,. meane that each party 
to s. pr.opc11;ied côntre.ct is legtïllly obH.ged 
to reveal. to the other, ail information 
(matorial :fact) whj.ch woulcl influence 
the other':s decieion to enter the contrï;lct, 
whet:he.r such infor111ërtion is .!::·equest:ed or. 
~ot.,55 

In the cl.:iove quol:ut:ion, the phrni:;e - uia t:erü.ü f é:iCt has been 

f'in~llyi, the duty to 

At tbis juncture, we &hall examimi the principle of 

indemnity Md ~.ts c::orrollnrié:!!$ or tiubraçmtion and contribution. 

•ilnàeronit3,,, Sor thi! pu.r.pose of insurance contracta, could be 

locked upon ac exoci.~ f1nancin1 compensation sufi:icient to 

place th~ inaured in the. soma finan.cisl position after a loss• 

.$7 i3,s ht-1 enjoyed :tmrnediately bef.ore it ocr:urred.0 An int.ere:!!ting 

point te noto hcr~ is 1hat the p.tinciple 01= indemnity appl1e$ 

àccident J.nsure.nce~ The reas6n for thie. 1s that a parson.• $ 
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thal:. will not p.rovi.de(;:~an un.reaso:nab1y high benef:lt in rela

ie ~ion to a p~X"aon•e no;::-mt•.l iaernings. 0 ·" 

;.s ~arJ..ier raentioned 1 th~ principle oi' subrQgatior, and 

c:ont.rwution t'lra corol1a.":';'!,as to tha priticlplf2 of ineiemnity, 

thua, ou..: àisèussion on the latter will btt, ;lncompl.ete w:lth.out 

l1?;gêl oblj.g:z.tic:i to (!o se, to sten.d :i.n the place of thet 

oth,,,_,, r, w?:i..r,th(t:r r,,lr.·ttady et'l:f ore:'i1d C·!" not. r,59 Subrogation 

a<!qui.cn.::. i.:r. net nia but 1:.:: hc:J.d in t.l:'ust for hi.s insw:e.:: who 

h~$ already p.rov:ld1;1à eu1. indemnity~n60 

insw;ér \;:J çall upon oth@t'S s.tmilarly but no"t neoeasarily 

equall-y liç"'..tl!; to the seme insured to share the cost of an 

61 inde:nnity pl!}.yment.n F,.u:thermore• "•"• if an !nsu.rerhas 
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paid a full indemnLty it can recoup en equitlllhle proportion 

from the other insurers of the risk:..,"62 Finally, ttif a 

fuli indemn1ty has not been paid, then the insw:ed will wish 

to e1aim f.tom other(e) also to receive an indemnity1 and 

the prinèiple •~· enables the total claim to be shared in 

a fair roenner.06$ 

Conclusively, it is hoped that the above d!scus$1on 

have ~aised the level of our understanding of the concepts 

mentioned• This exercise is viewed neaessary because it 

will help in reducing complications that the readet' may be 

faced with as the work progresses. 
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CHAPTE.R TWO 

NATURE AND J?RAC'l'ICE OF INSURANCE IN THE 
PRE-COLONIAL DOMESTIC ECONOMY OF NIGE~IA 

This c:hç1pter intends to diseuse the na.ture of insurance 

in traditional societies in Nigeria• A modern dictionary 

defini tion of insurance describes i t as '*u~de.rtaldng by a 

society, or the state to provide safeguard against loss ••• 

in return for regular payrnents" • 1 A technical defini tion 

of insurance is that it is "••• a means whereby group of 

people facing similar risks can club together for protec~ 

tion against certain financial losses".2 But these defini

tions can hardly be accepted as workable wi thin the ~igef.ia.n 

_ __ tradi tional setting. 'l'hus; for the purpose of this 

c:hapter, insurance shall be taken to mean the realisation 

within an individual of the need to provide against the 

occurrence of future los$ through traditional insurance 

organisations. 

The period of study in this chapter will be limited 

to the pre....eolonial period and in an attempt to establish 

a èaSe for our topic; examples w1ll be drawn from among 

the Yoruba, the Igbo and Hausa communities of Nigeria. 

Also, examples will be drawn from Britain and other 

countries alike to strengi:hen the base of our discussion. 

Furthermore, the study will cover a discussion on the 

approacnes normaily adopted to study the pre-colonial domes• 

tic'economies of A~rican societies. 
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Niger:La bette,~, i t. becc.mes 5.mperativc to examine and explain 

f:'irst:t !:fOlî\<:i ~conomic anthr.opologia·t:~, ect,ncmic l.üstorians, 

colonial dome~tic e~cnomy of Nigeria a •primitive economy•• 

ptlrpose1 o-:.= . simpli.city and .better u.nôerstanai.ng, the author 

of this study has ehosi;:n the latter clescripU.on <i.e• peasant 

in the explanation given below. 

A wid~ly accepte.d definition of the concept of e 

•peasant. 
1 

ec:cnomy• 1s that 

/ 
I 

"'*" '.f)Ch1,:~{:1nt .ref;~r tç, ~ soçj,0-1-;:ccnonic 
<;. î.i. -;;.t)yOt;y.. :.i: t. c.te 2'.iC:l:~ i:l1(1 ii; @. Sot,: .Î. 0-(W.!üHC>miq 

i.ystcm of str.é3<1 l-sca1Et producers ,..,·:t ·th a 
.i:01'0.~ively ai.tnple, non;..ihdustrial ' 
tec:nnel og·y; .i t. impli~@ tha t 1 t. ha s i to 
own Piilr'l:icular local chu.racter; p.srtlt 
'bt:ca~t:e vi intr;;.cata cQ::rrrtïUni ty ir~tt:!I.'."• 
r~l~tion~hips and par-tly becauee, in 
r:iccmoinic Ql'id fh:,cia:;. i.\ffal\.r:.;, i t both 
cèr;.trihPt<.ùi to ar,d tlr~wM upqn a town 
in 111~ad(g,; ci.:l tura,l E.txcl~anoc and 
Çùï\~ï.Î:t..1.l 1àt,o1cgy.~3 

CODESRIA
-LI

BRARY



,,·<-•,_.,., ....... -. 

29 

bèeause it '* •••• emphas!zes that the ,range of data :1.s wider 

th'an the •pritlii.tive• to include monetary e<:onomic aystems.-l!J.~,5 

ibis pape.r Will not elaborate -on the eharactarist!,::e6 of a 

r\•peasant economy• ~ lt is just enough here9 to assei:t that 

the p~e.-colonia.l doroestic economy of Nigeria was easentially 

a •peasant èconomy'• 

In the s tudy of pr.e-colonial dome stJ.c eccnomy, three 

versy between the ,proponenta of eeeh theory~ The classtcal 

appr.oâch which was de,rel,opetl nnd used by scholartri llke 

7 . 8 R,.C~'J'.!hu.rnswald é.ll1d Wa a- Armstrong involved the st.t:.iet 

application of thé genet'al t:heories of eoonomics to the 

atudy of Africa•s.pre ... colonial domestic: economy. 'rhey 

however n""•• rooognised the need for further anelysia and 
9 a n~w approech to soru& basic problem$1

• • Xn view of this 

developmemt," a tiew 5êhool of thought known as the •substan• 

tivists• omerged w5.th a new àpprcaeh to the study of A:f;ic:a• s 

pre.colonial QOmêstS.c::: eccnomY• 

tO 11 G. Dalton; K., Folanyi and G• Mt Arensbe.rg· who are e:xpo-

nents of this 1School argue "• ,. th.et tr.aditional exchange 

wa.s condu.cted ac:c:ox:ding to the principles of rec!procitf and 

redistribution*'. 12 'l'his sitnply meens tha.t ,. • •• excbange 

between individuels or house-holds ~eflected social or 

poli t:ical pattérna, not the play of market :forces.••" 13 
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?urttH.::::-t.1ùt,.;:,: ~1nothe:..~ zchôôl of thought kn<.'>Wn as the 

n.eo,..classical tl1eorls.ts or the f<:>.i:ma.11.sts led by R.Fi,J;:'th 14 

15 and w .. o • ..:rone:s believes t.hat Afd.ca• s economic pant should 

ba studiecl with a ..... sclective applicab:tlity o:f 1:Joste.rn 

6 sconomic tneory" • 1 ;tn essence t:.'1is school of thought 

'.beli-eves, and h,!lS arguod that Africa• s economic past should 

be· st.LH:lind. by a comhinat1.on of econom1c theories and develo

ping new terminologies to f ill the gaps which established 

economic theories cànnot adequately explain. Thus, it can 

be said that this chool of thought rcpresents a melting 

pot of both th~ e1assical and substantivists schools. 

However, the d~bate now scems to be all over without total 

victo.ry for any of the schools; and in the words of a 

renbwned scholar;,, 

~·• eeonomic theory developed with 
:;,:"i:.d."iat:..::nce to Western exemples aloné 
io too narro~-1, while the •o.. tendenc:y 
to ~ccentuate the differencea in 
humen behav:lour at the expen:sa of 
common elcmentr, eeerns to deny the 
poa.sibi;Lity of an economic science.1.? 

on the abôvc conclusion ther~for.e, t.his paper wi.ll not 

lei.m ex.clusively on any of the thecriey. as postulated by 

the diffex-ent. schools of t.hought.s, all that will be don~ 

h&e ts to p::esc:.~nt or advance enough cvi.dence to show ancl 

prove that èontra,:y to populer belief, insurance was prscti

aed in Ntgerta dur.ing the p.re-c:olonial period~ However, it 
;i.s important to ment.ion here, tnet be:f ore thé cievelopment 

CODESRIA
-LI

BRARY



' . . . . 
< ,:1:,··. 

ip thEl e:iid.stence of the Bu.rial Societies, Slate Glu.bs and 

Brit.tlin and Germany. Thus; e.ach societ.y had ita r,,wn 

pattern of dev~n.opment. flnd ah,,:, had varioua in.st1.t.utio~ 

point in t.:i.rne"' 

!l'.JSIJ:to;;.r\NC:t) PR.N~>:r-1.ce IN 'l'Hf:: PmJ;....COLONIAL DONES'l:'IC l~ONOM'X 
15Ê' NIGERIA . 

:tt iz no :Longer c.onteetod ·t.ha:t Nigerians have ·l;;.radi .... 

tionel systems Qf provitling agninst an.y occ:ur.rem:e ef loss 

'i:hat ,might l:iefall eny membel:' of a group or a communi ty 

social enélètWOlt'l:'S.- Ever before the introduction o~ modern 

" ' "O... te tl :.t • ti A -:!..nsurance '.'j_n 'li;:. tL,; amon9 ,e var·· ous ccimniun~ · es .i.n 

.i\mong t.h,~ Apoi•Ijo of Okitipupa Division of en.do State 

in Nig<:H,ia, there existl"!d (and st.:î.ll exiats) the concept of 

known as the Otth "ihe f?t!as were companies f ormed by the 
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19 mutuel consent of younç people for any pur.po!:e •••" 

also be gi~ro.n to a. tt:i11ing membr,,.r ,,1ho bu.U .. ds "1'\ house or 

t.ak.cs a t..itle.. Thus, :Ve J;,Jill not br::: w~orag tt> r:.ay that the 

primary respomsib5.llty of the ver.i.cu.s ~ wa:;; to see to the 

c.rga.nisations tbht pè.rf orined similat; roles as that of the 

compeny. For exemple, .the~!!. socie~y serve<l as a 
21 

geneJ:al insux:sr .for men\bers of the soc:ie:ty. This society 

ènc:our:aged tHaVin9$ for tn~ filtû1~e ancr- in môst- c:.asea, t.his 

inst:i'tutior. reeld.ily provided !inancial support to eny member 

of the aociety wno un.tort.ul'l.a·tely axperienced ~ loss and was 
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fhe es:uau is a great. convenienee to traders, 
enabling them to antieipate, b~ several · 
months, the saving up of a given amount. of 
capi tai • or, a person may hàve the misfor.
tune t.o lose a father or a mother whose 
funeral m~y require a large amôun t te bo 
bQrrowed •. Inetead of baving .réc:ourse to 
the moneylende.rs he approaches the •01or1-
Aj10• (lit.e.t"arily, the h-ead of the club) M<I 
aSk'3 to be allcweà to be the next t<> take 
bts $balte f.rom the pool,. Unless hi:3 hes 
alreo.dy ~en enticipated by one whose cla1m 
!s equally or even more urgent• bis requeis't 
1s grantect..22 

From the above, it is evtdent that the &susu society 

hàd a èommon pool into whieh eve,:y merobe.r contributed his 

own agreed aubsc.ription• It. is important to note her:e that 

whenever â. loan !a given out, proper records are kept and e. 

lit.tle sum. is charged as interest. Thus, it beo<>met olearer 

t.he.t what wus being practised in pre-colonial Yorubaland ean 

be said to be a âfstœm of insurance in i ts own way for the 

. follc;;wing reasons; there existed a common pool into Wh1ch 

evei:y member contributed a fixed sum of money either on a 

lftailYt wéekly, or monthly basis; interests wœe charged for: 

any loan taken by members; the savinga were for a dèfin1te 

period le.Sti.ng between three months and one year during 

.. . . ,,.t,il 23 l which no '1,,1.l.~bu~s~ment was màde to merobera, · Al. the$e 

chiur~cteri.atics compare favou,:ably with modern insw:-ance 

24 practice Whel;'e premiutns are pa.id on a regular oasis to a 

eoromon poo1 1 intereste are charged on policy•loans or whére 

in the eaae of endownment policies no payment is made until 

the,,? ~nd of the ag1:eed term stat.ecl on the pol.icy.25 
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FUrthe~more, both the ~susu society and modern insurance --
eompenies clealing .tn life business hl-Ve a common objective of 

encouraging and p.romoting the habit of savings amongst their 

memberst Above all, membe~ of the Esueu soc:iety and a mode~ 

.polie.y holder are full.y aseured of pi:otection and ready finan ... 

cial assistance whenever a lo$s is expe~~enced. Howevet, one 

major di:iî:ference betweer1 the two systeins ie 't.ha't. Wh.ile the 

,&su
1
:.1;1 society qat.ers fo,r every genu!ne purpose for which tnoney 

is urgèntly required a mode.r:n-d.ay poli.cy holder has to buy 

several poliçies ftom an inaurance cornpany before ne can be 

assw:od of thr,a :;:iame level of protection which an Esusu soc::1ety 

member enjoys. 

What is rnor~, who.reas the pool of a modern imiuranee 

company is eomposad of funds generated f.rom 1.lfo and non-life. 

iQ nu:r.tle up of suhàcriptions generated. for all purposes as was 

mentione<l .ebove; thus drawing a clee.r line of damercation 

betweèn modern ihsu.r.ance p.t:actice and the moêe of pract:tce 

du.ring the pr-e.-colonial period in Nigeria. Al!!o, the various 

o.tganisat.ions wer!Ç not free to invest the f'ur..ds raiseà as a 

mo<;lern insurr-mce c:ompany 1s permi·tted to do, t.hey onl y kept 

the n1()fH,1y coll.èctod in trust for their ownera. Also, the pre

èolonJ.al or. i;ltaditicnal i.nsuranc:ei organisations did not pay 
interestL<m tbe accurnulated subscriptions of a member, and 

. · . 26 · 1. li d " t.11 t:he.re waa no special1zed underwrit.er · e,nd spec a se 4ns ..... 

tut.ions. in pre-eolonial Nigeria. CEirtainly, there exist othei; 
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other major. rnutual help associations among the Joruba 

includ~d the b}i'I,. a.nd Hunte.t·i~• Guild ..... ~b$_ ,Ode111 '!.'"ne Are> 

W/$$ a spec.lalized association julit es the hunte1.·1S• gui1d 

was, and .it wa:1 made up n.-,.u of thos!;; engag~d ir1 .agricul

ture for lencting to it1divith,1e.l members ·the collec:Uve. help 

· of the ~emaintng meri1beran. 
27 The importance of this associa.-

·'·· 

c:1.él asslat,zmce which a Jd.n grour, provided in t.imes of loss 

to a member who hithe~to wîthout. the er..istence of such asso

èiations would 'h~Vé :found i t difficul t to t::.tat't off immedia"!" 

t$ly-a:ftét' the oèeurrance of e loss. On the other hand, the 
' 

the tatinq of discipliner-y mèasur.es against members who had 

viol4ted p,to.:fessional and fraternal obligaUons. 0 0
28 

;r,p. Brit~üni for ~xamr;:,lef b€'.fore modern :lnsu::ç;nce ~volved peo

ple ettme b.:ig~ther to fo.rm a club and this was ~ewn l\A the 

smal.l weekly cont.t-;.butions of mon€1y usual1y saveâ unt.11 
29 Christmas, WheP the tott,l is distributed to members"• 

Furt.hè.rmot~., the popula.r finglish guilds ~~ere reported to have 
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arisen out of :family ideals for mutual assistance. The 

· situa·tion was also the same in Germany. As a chronicler 

of the Snglish guilds had rightly pointed out "they 

(i.,e., the guildé) seem on the whole to have been F'riendly 

Associations mode for rnutual aid and contribution to the 

pecuniary exigencies which were perpetually arising from 

buriale, légal enactions, penal mulets• and othor payments 

. 30 
and <:;:ompensa.:tions.0 

~o fu.ttller emplrns:lze the po:i.nt being made here, another 

example can be taken from the practice of rnutual life assu

rance dui·ing the Roman period. In ancient Rome, there existed 

burial societics that not only helped in the burial of dead 

rnember.s but also paid 0 ••• a sum of money to the relations 

of the decéased 1111 •• 
031 Also, there were friendly societies, 

called eollectia, thes.e societies helped their members in 

times of àistress, such as sickness or unemployment. "In 

the Middle Agso the crafta Guilds organised funds for their 

fellow crsftsmen if they were ill or they were too old to 

32 work. 0 Pu.r.thermore, the early traders of Babylon, Gl·eece, 

and l?hoenecia had evolved a system that later bece.me known 

. 33 
world-wide as the contract of bottomry. The practice of 

bottomry by the Romans around or about 300 a.c., markeà the 

final evolut:to11 of the practice of the system because the 

Romans introduced lasting changes into the system and this 

has made somc writers argue that the principles embodied in 

the bottomry bond were similar to those of modern insurance 

p.rinciples as we understand them today" 
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Froll! tJ1e eïtplanation and exemples cited so far, one 

can clea.rly see th...:':t .. -thqse early modes of insuranêe practice 

provided the basis upon _which modern insurance principles and 

prac tice tven,! buil t. Thus, one would not be wrong to sa.y at 

this point th,;l.t wi thout the early iàeas as explained above, 

it woul.d have b~1en dif'ficul t #or the propoundero of modern 

insurance to have thcir ideas accepted :by the generality of 

the people,. '?her.e will be nothing morè appropriate here than 

to conclude this paragraph by saying that; although, it has 

been gene.tT1lly agreed that the existence of modern insurance 

in the ancicnt world is doubtful, yet ~, •• • there is good and 

substantleil e:vidence of the usa of other form.s of contract 

that :!..n t.he'ii...1, essence and content resemble insui::ance0 • 
34 

f?ins.lly, these contract,s, "••• eventually forrned the tt·adition 

and grounclwork: qn, which rose the SUi,;~r-structure of the 

35 (modern) insu.rance system.n . 

Moving a stêp f orwar.d in our discussion of the nature 

of insui:-r:mce ii.1 pre-colonial Nigeria, the mode of p.ractice 

among the Igbo of Sout.h-eastern Ni.ge.tia t-Jill now be examined. 

Among the l:gbo; thez:e existed many social and economic asso

ciations Which included kingroups in their membership but 

their operations are not b'ased on the kinship principle • 
... 
1 

Instead, the operations of these associations ,c; ... are based. 

on the prir1ciple of contra.et or ag.reemen t; The life of such 

associations i.s terminable at a specified time in the, future 
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(and) the recip.rocal rights and obligations of mernbers a.re 

36 
limited to those in the agre.ament0 

• Furthe.rmore, the 

membership of such associations 0 ••• is open to all qualified 

pérsonts, the 0.1::iterion of "qualification" being the poten• 

·c:lal ability of a prospective mernber to bear the burclen of 

37 
the agreeme~t"• It is against this background that the 

t.radit3.onal insurance organisations in Igboland are golng 

to be examined. However; froro the ahove explanations there 

is a clear difference between the mode of' practice in Yoru

bal and and in Igbo cornmuni ties. While among the Yoruba 

communities, there was no written or formal agreement, the 

Igbo hacl writtcn agreem~nts and contract terms; what is 

more, stiff penalties we.re usually metecl out to any tnember 

or part.y \vho def aul ted • 

;l'he ti:·adition.al insunmce orgenie,eitions among the Igbo 

have var.i.cus nam<zis such as the °Contribùtion Club0 • the 

expected to provide 0 
••• ready cash to1ht, trader, to the 

person who must take a title or pay bride weelth, to the 

debtçr wno must pay his creditor, and to a :father who must 
. 38 

pay his r.::hildren•s school feesn. According to Shirley 

Ardener t,Jho had wo.?:ked extensi vely on t:he .2CJ.b.(? sys·tem among 

the ~'lbaise Igbo, the group was controlled by seven headmen 

called Ndi ishi. Ogbo who were vestec; with the power to collect 

subscriptions ft:iOm members who subscribed through them and in 

case of ctefault, the family head would make up :for it and 
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reclaim :from the defaulters aft,~rwards. It is worth

roentioning here that the headman wa.s the only person 

. empowered to d 1ictate the take-out procedure; this privi

lege, he normally exploited in favour of regular subscri

bers. 39 In cases of serious def' aul ts, 

.. • a contribu.tor •• • ran the ri.sk of losing 
al1 t.'1e payments he had hitherto made. If 
he had. c::la.imed his ta'lceout sharet he and/or 
hi.s guarant.ors were held responsible for the 
unpaid ccntribution.40 

The above si tuç;tion can be coll'!parcd to what obtains in 

modern in:;;urance practice where à default in the payment of 

premiums in some policies automatically rend('.)rs the policy 

null and voio ~nd of' no effect. 

However, a common criticism of the 9.S!?~ system des• 

cribed above is that the system O 
... • places too rnuch power 

in the hands of a :few headmen (as) thei.r p.r.ivilege of 

nominating fo:a::- '1:eke-outs by contributors under them is often 

41 
abused"• 'l'o find a solution to this problem, a. new system 

was evolved. The new system of contribution wa.s "••• based 

en the p1.~i.nciple of direct registration .end incii vidual res-

, . 42 
ponsibility to the club'*. Aside from this innovation, 

every other aspect. of the 0 contribution Club" was ret.ained 

and mox.·e o:ften than not, the new clubs o.rg<IDised on the 

abové principles we.r•2 no.t:rnally organiseà by teachers• 

43 traders, ·tailors, etc. 
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At this juncture one can safely say t.hat like modern 

life assurance coropanie.s, " .... Contribution Clubs :,;;e.r.:·ve 

many ;func:tions in Igbolanct, one of which is the encourage-

11/i 
ment of thrift0

• ~ • I-"'urthermore, the various "••• associa-

tions serve as mutual insurance societies, f.mabling the 

socially ambitious te invest tha .savin,;::is hc accu.mulated in 

lïis youth Ühile gua.ranteeing him continued economic support 

45 and prestige during his old age"• Conclusively, one can 

sa.y that u • •. even today, the se associations have nc;i t out-

lived their usetulness, nor have they lost their appeal to 

46 the peopl eo., 

In Norther.-n Nigeria9 the &i tu ntion was qui te àifferent 

in thet f.ei.mil:'1.es and t.r·ade g.t.·oup do corne together to help 

themsol ves in times of danger and kinsh.ip ties we.t·é rega.rded 

as beir.g VBry important but they had no institutionalised 

orgnnisations as !rJa.s the case in the 'toruba and Igbo communi-

t:l.e$~ To fu.r·i.::her substant.iate the point being made here, 

Fordt.:i and Scott asserted that. ''••• non-inter:est bearing lonns 

47 
took place· only from wife to husband or bett~·een close kin" • 

This situation can be attributed to the fact 'l:.hat charging 

interest on loans is e.gai.nst the tenets of Islam, the predo ... 

minant religion in this a.rea. 

Aside from the .institutions discussed ahove 0 other insti• 

tutions thet also served as mutual insuJ:ance organisations in 

p.re-colonial Nigeria included the extended fami.ly unit, the 
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age-grac1e associations and the clan untons. The extended 

fa.mily unit scherne allowed any member of the family who is 

f inancially handicapped to be assisted by all members of the 

family and in e:ttreme cases, the <::1ntire clan is called upcn 

to h?lp .sny needy rnember. Thus, the :;;ystem guaranteed the 

survival of any individual )because the problem oi: one was 

regarded as the problem of all. Although\ there was no regu-
\,_,· 

larised form of 1:ireniium contribution, tt • •• a kind of tax or 

tz:ee donation by each member, depen9ing on the means and 

abilièy to contribute ••• •.,48 was used to meet the need of an 

i11di Vi dual. 

The extended family scheme was adversely affected by 

tho introduction of modern technology and life style to Nige~~ 

: -='---, whic::h has resul teà in rapid changes of the country• s 

sot:io-econoroic structure. on the whole, ·mernbers of the 

hi'l.:herto closely knitted family units begen to drift apart 

in di(ferent directions in search of white collar jobs, 

western education and bctter social amenities that were riot 

prcsent in their vax·ious villages. Cornmen ting on the useful

ness of the extended family system,. A. G. Hopkins argues 

that 11 ..,o. far frorn being ·a drag on development., it often pro

vided the funds which enabled ~nterprising individuels and 

g.rour>s to la.unch new undertaJ<ings, anô it offered them a 

refugê; if theix: venture failedn.
49 

,r 1 
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In this l:(c,ÇJard, a good exemple can be drawn frorn 

thû J:gho community where r:-1. great conc(:;rn is expressed for 

the future, .:üthough tbis is not to suggest that concern 

for the futui·e 11,as not expresscd in othe.r communit:tes in 

Nigeria. Among the Igbo, the extendec.! family system is 

symbcl.:tzed by a big compound which 

••• consists of a number of economically 
independ.ent households each w:lth a man or 
a woman o.s the hom,;eholder. /ül the 
householde.rs and their depe.nden ts recognize 
the e.u thor i ty of the compound h~:ad ( who) 
.,, • in êffect ... • is a shield of protec
tion and the wall oJr fence surrounding his 
compound is his group•s castle.SO 

lr-lith this sctt1.ngt it :i.s not unusual for one to dislll'over 

· 0agerness f.md willingness on the part of everybody to help 

a needy blood brothe.r., closr~ or. distant relation. 

This il.;ractition ot mutual help is also demonstrated by 

the !gbo :..n dia.cporu.. For example M. J .• H~rskovits des-

cribed the activit.ies of the Içbo slaves in Hait.i thus 

••• their strong communal. and tribal ties 
rn~dc i t adVan tegeous for thotH;; who PW:?1e.d / 
thcto (i.e. Igbo slaves) to obtain more 01! 
them, since newcomers were accorded help, 
care and instructions by th ose who had 
preceded them.51 

Reaf:f:l.rmi.ng the above point; v. c. Uchendu commented thus: 

their (i.e. !gbo) willingness to help less 
fortunate get ndjustcd te new situations 
:i.s not. a recent developmen t. Even in the 
slnve plantations of the new viorld, Igbo 
slaves helped their newly ar.t·ived country-
men to adjust themselves.52 
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Thus, one can see that despite its shortcomings, the 

extended family system provided a strong and rel;iable social 

and ::.:financial base for the ·whole members of the :tâmily. 

Like the extended family system, the various age-grade 

associations that had been in existence (and are still in 

existence) bêfore the introduction of modern insurance to 

Nigeria served as another channel through which the survival 

of an ind~vidual was guaranteed when a mishap is experienced. 

'.l'he questi9n now is 9 how did the various age-grade associa

tions rn9bilize funds to help needy members? To raise funds, 

each rnember was expected to paya fixed amount of rnonthly dues 

at each meeting and in some cases, members taxed themselves, 

out of which a member's need could be met. Thus, if mis

fortune befell any member who could not rneet the financial 

demands as the situation dictated, he could easily and readily 

fall back on his age-grade association for assistance. 

It 0 is important to point out here that today the age-

grade associations are recording a reasonable level of success 

in their activities because the members always believe that 

it is the primary function, aside from others, of the associa

tions to always help a needy member. Thus, in the Igbo commu

ni ty, n. •. the ideal behavicur expected among age mates may be 

characteriaed as nbrotherliness0 
- that is, brotherliness as 

àefineâ by mutual trust, help, loyalty and af:fection.n53 Also 

among the 'I'iv communities in Benue State of Nigeria,"••• most 
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Tiv, especially young men, define age-sets Utwagh) 

54 mutual aict.n Furthermore, 

0 ••• as a man gets aldèr, the span of the lineage i.,Jithin 

which he recogni~~es age-mates increases, but the primary 

i'unction of the age-set changes f'rom mutual aid ••• to 

t "I • ,. • .,55 mu tta.r. pl:"ot:.E~cc1on.· 

'i'hc va.r.:1.ous clan unions wero (and still rernain} ·orga• 
;" 

nisa'bions i:OJ:- provitling a membnr with fin,"9ncial assistance 

in times of dif:ficul ty. At the regular monthly meetings of 

ouch unions, each mcmber pays a .t·egular due and like the age• 

grade al;lsociat:J.one, a special :tevy or tax :i.s imposed on every 

rnomber to rai.se encugh funds to meet the need of any;,member 

who dfüi>erves to be assisted f:inancially. To buttress this 

point, Ciüe.f o.o,.omoraga commenta that the age-grade assocd.a

tlons and the various clan unions undertook to bear the 

financiaJ. burden on behalf of their mcmbers in special cases 

such as funéralo 11 schooling, marriage, to mentic,n but a few~056 

IM()['.(:T OF 'J:.'RAD!.'l:ION;\L :rnr:.~mu~NC~ ON 'J?HE_ffŒ-COLONIAL 
DOHCST!C r::CcNDMY ........... ...,.d'I • ...,,0 • .... "li! if 

A major pl:.·oblem in the study of the pre-colonial econornic 

hiztory oî Africa is tlle lack ç,E ·ad~quats statistical data. 

'!'hi::. obsr;;rvatl.cn is very tll'Ue- o2 the prese::nt study especially 

thilt of the contributions oj_ the traditicnal insurance·schernes 

Noncthelet,Ct fron1 the d.i scussion above, and the fielclwork 
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caxried out by the prE?sen t researcher, i t becomes clear 

tl1/'3t the .schemes actually helped in uplifting the social 

and economiè lii'c of the people. For instance we disco

vered during our investigation that most of the organisa

tions representoc1 insti tu tion.s which people easily ancl confi

dently fell back on for a guaranteed financial support. 

In othcr cases, thE: exist€!nce of tradi tionnl insurance 

schemes enabl0d persons to save for the future, thus, 

helping to on.sure prosperity for those concernecl in thl:1 

s11ort-run, and securi ty in the long-run. 

Again, thEi speciallzed tn1di tional insure.nce organisa

tions such as the f:E.!2. and the Eqbe Ode in the Yoruba commu ... 

nity provided relief for their membcrs who sutfered economic 

losses in their business ventures. Furthermore, it i.s a 

well r-..nown fact that some of the tradit:i.onal insurance 

organisations hc':lped. in the educational odvancement of their 

conirnuni tit:':".S by enccuraging their indigenes to acquire western 

education. This st:ep contributed in no small measure to the 

production of th0 f irst set ci eclucated Nigerians who worked 

as junior clcrkD in the var:ious foretgn compenies that. were 

operatlng in the country during the period under review. 

:tt is important to mention that p.i:·oper ancl accurate records 

were kept by these institutions who employ0d the use of 

sirr,pll:. mctho(1 of countlng in which contributions by each 

indi vidual arc markeà by single strokes in an exercise book 
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or ledger. Also, it is an obvious fact that the practice 

of traditional insuranc:e in pre ... colonial Nige.r.ia led to the 

emergence of a specialized crop of individuals who became 

very knowl<~dgcable in the conàuct of society affairs~ .. finan

cial regulaticns, and credlt control. 

l\t thi:::J juncture, :i.t céin be .$e.lc! that th.~1 early tradi-

ticnel in:::ur.:mcc crgan1::.=D.tlcns, allowed a reasonable spread 

of i=i~ks incurred by an incli viùual in the conmunity. Further

more ~.t can b·:~ c:\1:·,;;ued that. the existence uf i:radit:lonal mcde 

were sblt~ to accom!.i'.cd;;.te the moùern iorT. of in::;urance 1/-Jhen 

i't we.s (;W::ntually introdu":cd into the country. Although, 

most of the inst.i tutic-ns aiscussed abcJVE: htid other social 

functions to per.-:fo1·ra, yet thcy rc:mained à means of ensuring 

ready rinencial assi8tance to people who unfortunately 

experi(·mced a loss. Cornmenting on the usefuln,;;SS of the 

t?:a<.iitional in::,urance üfl(l r.;ociiü institutions, Chief F.I. 

Ikanoba said "the importance o:f these in!Jitutions c.an be 

s~en frcm the rea<ly fir.e:ncial assistance one obtains from 

such boôic~s in tirnes of need11
•
57 

Also Pa A. Odior, 

obse!."ves that the tr..;di tional in~ur.:mce insti tu tiens appeals 

ti-,e: sl:npl-c method of k:ecp.ing records 58 one: documents. 

It ü~ -;-;orth m,~n t.i.oning here that both the traditional and 

moc:!:irn praci:.icc• of imJw:·a~ic,2 r;;;-.:ly hGa.vil 'J on tl!e operation of 

trust and ut:no::.;t gcoè :fu.'\. th, th2s1:.i ef;sr;•ntial el :ë.;f.'lffi ts, no c!oubt, 
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highly contributed to the succesa and continued existence 

of the two modes of insurance practice. 

The viabilityt strengtht and efficacy of the tradi-. 

tionel mode of insurance practice in pre-colonial Nigeria 

is dernonstrated in the continued existence of the above 

mentioned o,rgan1$ations in p~eeent-day Niger1$ still serving 

the p~rpôSe which they have been serving since the pre

colonial per:'i,.od. All said ànd done, one can comt·ortably 

asse.rt that :tnsurance p.ractice existed in Nigeria during 

the period undèr consideration and to say that insurance 

was not practiaed ~n pre-colonial Nigeria, is to àeny 

Nigeria of her rich mid dynemic economic end socio.,.cultural 

pa~rt. 
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•An Intelligence Report of the Apoi-:tjaw Area of 
Old.tipupa Division,; ondo Frovinee. N.A.,:t. 1940, p.8. 

Ibid. P• s .. -
'i'h$ t~~m e gerle.t·al irisi;u;:~.r; i is use1d h(.';l:l'? in i ta 
Q.i;dinary li ter,'lr'J sense and not in a technical 
ser,.sa. 

E'adi;;e N., A,., The Soc:i.olosz~ of the îorubaj !badan1 
Ibadan university Fress; 197S; P• ass. 'A1ao see, 
A., G. Hopk:inGt ~..S!!o P• 70• 

?or P, detailed ct.i,scussion o:f t.his variety of esusu 
in which no ~hci:<:; out is m.acle·.see F~d.ipe N. A•• 
Of1• ~i~i,- p~ 257"' 

T<!1:c.hnically,. 1•'l1he J?rt;:1mium i:e the moneta.ry conside.ration 
pa;;,1sing f.rolTI tho in.s.ured to the insui;ar. As sûch it 
ia nec11;.:esary element in ·the· f'ot:ma tion of the insu.rane.:; 
insw:-ence c:or1tract" • Hansel;l.9 o .. s.-1 Elements of 
~spr~nc,.e,t (§'o,.p:,th Edit.ion), Great Britai.n, Macdonald 
and Evans, 1985, p.221 • 

Th€: ,;;.:.oJ.icy ;J.s ai more 1rmi tt;en (n; t:ypeçl evidence of 
an insuJ:ance contract. Henca, the r)olicy c;an. not be 
takc:?n to b~! the conb:'c::,(~t.. For f1.1rt.her explanation 
aee Hansell o. s., 9.E"!"" c.4:,j:.-. 1 PP• 2:1.2-220. 

An ttnda.r1:1:i t«1r. is 0 one Who .1:;;. prepared to aècept 
i>:1surancc risk$;''• or ~ore simply, he/she ia one who 
ha.$ .recn5.ved specS.aJ. -1:raining in the acceptance of 

· .risk.. Se,:r; li.::i.nse ll :P • ~h • ~g, ciJ;;. , P• 21.-

27 • li'ud.ipe N,. Ai!i, .a_~~J.ts p.2SG.,. 

28• l.bid.ï P• 2S1it 
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Quot<~<l by Clt!ytcr. G.,, .... ~J..!.!§~9-!.'l.~aœ~..t. tiondont 
Elttk Books, 1971, p,,.20 1 from co.rnel.ius Walford; Guilds, 
1888,1; p(-5,.' 

1;t'i1is typt:;1 of contract hi ,me wl,ereby money ôr c:o:mrnercial 
goods ere al1venced for traclc: pu.rposes either as true 
loeus at a t:e.r:i::.ai!~ fixeè rial.te of intere1;,t under whic11 
-the len.clc.r he.d ne right t.o share in the proceeds of the 
trading venture, or as fid.xed loens end par'tnership& 
\'Jhich in addition to the paymer.t cf a fixe4 .rate o:l 
i.nter.est to the lender irrespect.ive of the rewlt of 
the trading. entii:led him to reccivc i.. ci..:.u:e of the 
pï.~oi'i t.s. 

3Eh, tJchli'ilt1du. v,. c., ,_.}:le • ..:~~.2!.~~~~~1:.t1~\..\~A.9.eri,eJ, 
New tork, Holt Rinehart and Winston, 1965; P•"'/6. 

39., .Por a clet.aileci explanat.ion of this report see s.G.Ardener, 
uThe 13ocial and l~conomic ::,igni.ficance of the contribution 
Club amon9 a ;..eçt;ion of tha .Southern lbo'*, Mnual confe• 
.renca, Sociology $ectio.n, Ibuaan, Harch, 1.SS3p ;,Jast Af~ican 
:tnstitut~~ of Social. and Economie: R~s.::.:.rch~ Ibad"an, Nigeria, 
~ - ~--·-----Univer$ity College, PP• 12a~142. 
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44.,, 

4S.q 

46. 

S2 

Ibid. p .. n~. -
!hi<:., - ... p ... , 79. 

~<ilj P11 ao-. ~ 

l!?Jê•11 P• ao, 

Ibi.dw, -· p.,. ai .. 

!bido ~· P• s1 .. 

FO.t'<l~ 11 D-? ~nd Scott,. R111 & ,Îl:.<r.". Ni!:w!~ ... .J~conomies pf 
!fAS'~~~,., l,ond~n11 1946, P• 166 .. 

Okwor s., "Whe Developmen't of the N1ger1an Insuranee 
Market and ·oove.rnment Conti-1:bution and Fart:tcipë1ti<.m" 
(Unpublished l?rivate Pespèr)t 1984t P•3• 
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5'7• Intct",ti(:t-1 wit:h Chit1!:f F'o l:t 1.kanoha on the 2nd September, 
1990'1 
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Eî'JERGENCE Of' MODBRN INSU.RANCE BUSINESS INTO 'l'HE 
NJ:GEiltIAN MP.RK!ST 1902 • 1959 

Our disctis~ion in the last chapter eatablished the 

faet t.het before modern insurance was !ntroduced 1nto 

ruger1a, Nige.lZ'ians had their own system of providing against 

future occurrence of risks. However, it must be emphaaised 

that both the traditional and the Western insu.rance systems 

have remainêd togather to rneet the needs ofiheir different 

target population• 

one of the ree$one why modern insutance p.recti.ce evolved 

in the Western Wo~ld was due to the iac:rease in the number of 

ocean ... going vessel.s that>we.re engaged in transporting goods 

from Europe to other continentso These veasels were expos.ed 

to var-ious hazerds on sea and at port, this f!lade i t beearoe 

necessary to evolve a system of cornpensating victims of such 

· hazarèth 1 .Mode~n insu.rance was introduced into Nigeria 

. . 2 
early 1n·tne 1900s. ~hat was a period of increased commer-

cial eètivi ties between E;urope and \'test Africa in textiles, 

agricUlturC;tl raw mate.rials and some other merchandise goods. 

'llhe turnover o:f ships travelling from B.ritain in particular 

to \'.lest Africa had grown rapidly with the introduction of 

t.~e steamship since the 1850st reliable 3tat1&tics bave 

t:1hown that between 1003 and 1.900 a total of 526 vessels 

berthed at the Lagos port with a total tonnage of 531,871 

for the satrie perioa. 3 t'iith this, i t became neceosary to 
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inàure the gooc:ls a~d the vessels; consèquently, the 

British meEchants *ho were already used to the principles 
\ 

and practice of modern insurance insured their ships and 

cargo in ·è..11e London i:tnsurance market. The practice was 

later carried to Nigeria. 

With the establishment of various trad~~g posts elong 

the Niged.an and \>iest African sea coast, the abcve arrange

ment soon proved to be inadequate bec au se of the f ollowing 

reasons. Pirst, tha lengt.h of time required to com.plete a 

single insurance transaction bctween Lagos and London was 

4 
ext.rémely slow. Second, and perhaps ~oz:-e important.ly, . 

available communico:tiono facilities were highly inaèlequate 

and unreliablc. It waG in the face of these problems that a 

structural chenge was int~oduced into the insurance market 

in Nigeria. 

THE EARi:.iY ZHA. OF P'CR&lGN COMl:iANIES D0t•1INATION OF 'I'HE; 
NIGERIAN NAH.KET 

l'.n 1902, a law firrn - I.rwing a.nd Bonnur was appointed 

by tne Royal &xchange Company of London as its agent in 
s Lagoe; and by 1919, this agency haè developed into a full 

tigency office with a Resident Inspector. 'I'hese steps were 

tt;'lken as the .. London Head Offic:e had received. 0 detailed reports 
. : 1 

on the economic situation and prospects of insurmce in 

... Hast Afric:a ..., • by 191911
•
6 

In 1921 Lagos bec:ame a full 

braneh o;f:fice, and r~rnained thé billy loeaily estélhl~shed 
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inst,lranc:e cotnpany with an office in tUgez:ia until 1949. 
7 

This situation should not surprise snyone because whila 

t.~e post. 1914 • 1918 \~ar boom that extended to àbout 1929 

had positive effects on, and contr;!.buted to the growth and 

developme,nt. of the British in~urence industri.,S the situation 

was not the sême in Nigeria• the tempo of insur.ance business 

wea generally low an<l consequently, there was an evident 

lack of encour~gement and int~rest in the insurence business. 

However, this is not to suggeat that the general trend and 

level of growth o:f the industry was atat.ic. 

IJ:'he Royal &Y.change concentrated more on fire insuran.ce 

du.ring it1;1 early claya 1n Nigeria, the rea.son for this being 

that Lagos had o sizeable number of industries and expatriate 

population, end also because of the iear of enemy attack on 

vital installations during the second world war pe.riod. 

Another reoson !s du~ to the fact that there were many cases 

of fire outbreak in Lagos in the 1910s and 1920a because of 

poo.r urban layout.. But investigation has shown t.11at the 

leVel of :f i.r:e inauronce büsiness wae gencrall y low during 

the period undér consiôeration and t.~is repreeents a lack 

of rapid development in the country• s economy. 'I'he compe.ny 

e:,tended its f:iervices to cover general acc:icient insurance in 

. 'tvTgeria when :l.t àèquired two leading motor insurance specla• 

lista in London in 191.7 and 1Sl18 reapectively; these we.t'e the 
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Car end Gene.rel and Motor Union 1nsurance compan1es. iY 

1927, tho company was sU'eady reeeiving an ·upwat"d eum of 

t56tOOO in premium income.9 FUrtharmore, the company "intro

duced a sign:ificent innovation in 19,37 in the form of a West 

African Frovident 1'"'Und Scheme for local clerk:s ... a eonti:i

butory S.Cheme whien in tha c1rct.1matances of the time appeared 
. . 10 

bold and imaginative.n However, this scheme ca.'1 be Séen 

as one of· the instruments of colonial exploj.taticn because 

it. was a meen$ of eneuring veru huge profits for the company 

and the:se p~ofi ta were :f inally trensfer.red ·l:.o the British 

market fez: further inveatrncnta~ 

The <:.."?ltry ofi new insurance compenies into the Nigerian 

market did not begin until 1949 when three companies regis

tered their prezence through the appointmen~ of general 

agents who were g:1.ven power of attorney nto aecept risk, 

issue :poliêies, adjust and scttle cl.ai.ms and ... undertake 

a11 ~nsurance transaction on behalf of the overseaa pr:1nci

pals.n11 A leading Nigerian traders Sir Mobolaji Benk-Anthony0 

waa eppointed by the taw Union Insurance Company of London to 

act a~ its ~ge:nt in Nigeria. The Norwich Union 1''i.'"lence Insu

rance Society of London appointed the British Sngineering 

\'Je.st African Company ( BE~U~C) to t.runsac.t business on its 

behalf in Nigeria, wbile the Uni t.ed African Company ( tJAC), 

wae appointed by the Northern Aasur.snce of London~ Other 

Foreign insurance companies that haci rer,resentativea in Lagos 

CODESRIA
-LI

BRARY



·.:· 

58 

\' 

'-, 
'\ 

'"",~ ,, 

as at. 1959 included thé lJ'i~e :tnsur ance Society~ ?:obac:co 

Int.;urance Company, and Legal and General Assurance Society 
12 

Limited of London. 

The above .situation had two rnajor impact on the early 

in$uranc::e scene in Nigeria. fh·stt co::·po:;ats bodies sueh 

as the UAC ,.and BEWAC establishl'.'::d sep.:1rate 1nsurance depart

ments ma."lrnùd by expai:riates, or in some cas~s, the personnel 

required to man these departments were provided by the prin

cipal insurance companies. ·second, with the increaseà number 

of insuranee comp.;:1nies in Lagos after 1949, there arose e 

need for more àgents to be appointed. 'l'his led to a situe.tion 

.. wherchy the general or major agents appointed sub .... agents some 

of which were account.ants, lawye.rs, bank managers• motor 

dealers and many others all oveJ.- the country. Despite the 

increese in the nutnber o:f agents and the prosence of a fuL~ 

1:>ranch office of the Royal Exchange Assuraa,.ce in Nigeriai, 

the ,rolutne of l,;)usiness was still srnall• tJ:'his situation 

clearl.y shows the gene.ral' ·attitude of the colonial gover-mnE~nt, 

the insu~ance companies, agent.."> a.nâ populace to ·the in,iu.r:ance 

~èêtor of the economy. 

t;.s already mentioned epove, the operations of the Royal 

J.:i,xch{'lf'J9e Assurance was threatened afte.r '1949., one reason for 
1 \ 

this was that the post 19~5 period w&s that of econondc boom 

j.n I-Jigeria• As ei resul t there was en incx:easé in pro:iuce trade 

CODESRIA
-LI

BRARY



çonveying the agricultu.ral prcduce frcm thliI.: interior to the 

13 sea port. Also, both the emell prbluce traders and the 

big foreign buying agents no.rmally got monetary a.dvance from 

the books to help them cope wi th the financi.al requirements 

of their trade, but. the banks slways insisted on the produc

tion of insurance bonds as sec1.1rity :for the advanee~ bef'ore 

the money was released to the traders end buying agents. 

Thi? development no doupt gr.adually but steadily led tô the 

laying et a strcnger foundation for the insurar.u:e industry 

in Nigeria., T.he overall effect of these f'actors \'las an 

upward trend in the volume of busine::is written.. This encou

rageti the V@r.ious head offices of insurance compeniea in 

Compàratively1 al though the volume of business tronsa.cted 

locally in the Nl.ge:d.an ma1:ket befo~e and du.ring the second 

world war p~riod was smallt t.he situation waa not the sa.me 

wi.th the Bri.ti:(lh market because it has been èstabli.shed. 

thet destJite the rej,eet.1on of èerta:tn risks <luririg tho war, 

the volume oî: business transacted inc.reased b:'·emei,d.ously. 14 

'l,'his is due to the f act. that most of the British companies 
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$e1eeted war tiskst impoaing special wa.r clausea and extra 

prèmiu~ on the ~isk accep~ed. 

At thi$ junc::ture, i.t will not bê out of place if one 

aslcs the question-what was the state of marin€! and life 

i~suran.ce ~us1ness•7.!S in Nigeriri before 19591 For marine 

insurance• it is true that the nurnber of ships ~ntering 

. ' ' '15 
the LegofJ; P~rt from 1:;ur.opean countries during this per:tod 

ah:i.pping companies op0.rated regular cargo services, such 

shlppin·g coniptl?tle$ :i.n<:luèed th0 Eldl:)r Dempst.er .Lines Limi

tea, the Amecic:a11 West African Line. and. the Wermen Linie 

cow.pany Limil,t<t:.;l O:f:JEl'r a·tod .some ships 1,1nci~.r charter.,. !et., 
; ' 

"this cil.cl not mee.n an !.ncreaoe in b'1e volume of marine .insurance 

insur~d in their countrios of origin, but when a loss is 

eontinuee unabateci uni;il the Niger.ian government made i t 

compulsory in '3,976 for in1ports tci be insured in Nigeria 

befol:'e ~uch gooda àl.'è brought. into the count::y. 

classes of i.nsur.anee business. One. l7cason attr:lJoutabl.e 
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.. -., ___ , of the agents were not well deVéloped tec::hnically to 

handle life insurance businesses. t\!hat is more, the early 

insu.rance p1tact.:l,tioner.s no,. did not consider it wor:th-

tneir attention ()n expatriate personnel and their frunilies, 

16 r1eglected Nigeiian lifte ac '.being too full of risk.s • • •'t 

covcring acci4ents,· rcquired more stringent conditions for 

insurance of Nigerian-Qwned vehicles and prt)perty. This 

large market was tbus excluded by definition.n 17 'rhis 

situation rer.iained :i'or a very long tima because the expa

triate insurerL:J ·. de spi te the narroi,.J market which they covered. 

always reaiize<l enormoue p.r.ofits et the end oi the trading 

'J:•he period 'l.929 to 1959 witnessed a general and 

constant increasè in tl1e nurob0r of commercial vehicles and 

pri vate car:s that we.re registe.r:ed in Niger .ia as can be seen 

from the tables below: 

'1929 - 1939 --
ji;EAR NUNBE.R ;il;.:.r\R NUm3~R YEAR NUHBER - - -
'192~ 2,940 '1932 2,71$ 1935 2,aoo 

1S30 3, l.30 1933 2,855 193? ·1, 819 

1931 2,829 1934 2,562 '1939 559 
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SOURCES (i) Annual Repor,! of the Pt~~}.ic. ,Jo.rks Departm:ent.1 
~935, Lagos, Governm~nt Printer.. 

(il) OiQest of Statistics, Vol. 7, No. 4 (cet. 1958) 
•-a.a ••• ... • . ·n:mer 

~agoe, Government Printer~ 

TABLE I.I# CCT"iNERCIAI:., VE:.HICLES AND ~RIVATE CARS REGISTCI'<ED 
......... w 

IN NIGBRlA 1946 - 1.959 

YEAR CONN. VEH!CLE:S .FRI.VATE CARS. & TJl.XIS -
1946 1, 4.13 702 

·1947 2t7'l,6 1,aa1 
iQ4$· 1,993 2.199 

1949 2,356 2.112 

1950 2,898 2,465 

:l952 2 0 90'1 3,45? 

1P52 3,789 3,184 

1Sl53 4,159 3,783 

"l954 4r332 4,026 

'3.955 . S,830 5,398 

·. 19SG 1, "164 6?185 

1957 s,ss1. S,830 

1958 1,220 7,455' 

1959 6$682 9,257 

SOURCEi Ci) R,ige~t of s_t~~.!.~~, vol. S (oct. 1959). 

CU.) Annual Abstract of Statistiès, 1963. 

The incctrnt:H,~ in the nurobc;r of motor vehicles in 

Nigt:.d;s. can he attributed to the continuous grawth of the 

pt'oduc~ t.r.e.de in t-ihich many cf the comme.r.cial vehic:leE> were 

,used to evacunte h~riculturnl produce. A greater proportion 

of tnese motc:r V<?-hicles wc.re cwned by the i:.rAc because i t 

intre.,duc,~d .~ s:,stem of hire purchase ancl vehi<::le hire service 

of big lorri01;; to convey p.;:-oduce good.s such as cocoa; c:otton., 

grcundnut etc1 from the hinterland to the coast, and as an 
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agent of one of the insurance ccmpanies all the vehicl~s 

wal:'e insu;,;:ed as it was paz-t of the colonial gove.rnment. 

hensively or on th:lrd party basis. This regula.tion repre

senteëi a n:t<!ljo?: shift in gove.r.nment policy towards the 

insurance industry :fro.m 194.!:i. In that yea.r.t thES colonial 

government passed the Mot.or Vehicle (~hi.rd Party l:nsw;-ance) 

Ordinançe;18 wh:1.ch ;i.rttroduced cotnpulso.ry insurance for all 

this. Bhift. 1n policy. First. the BrH:ish gove.rnmant in an 

attempt to impz:ove the economic and giocial eonditic.ns of the 

citi;ze.ns of he11' colonies~ pa$SE:d th~ ColonJ..al Developrnent 

and t1elfa1:e Act. of 1945 in which rules were stipulated and 

monêy elJ.ooe.ted tor the developmont of eaèh c::oiony. As a 

result of t:.hig,- and 1:lt:icauso of the ec:onomic importance of 

Nigeria to the B.rit.ish gove:,nment., t.he colônil!!l govermm:mt in 

Lagos introduced into Niger.la a fresh and more revolutionary 

econcmic :policy through the passing of the 'l'en-'X'ear National 

Development Plan '1945 .,.. 1955. Undcr this plan; moré funds 

were ntade availablo :If or lnvestan;mts and development project.s 

touching on transport; 19 thus, it was no surprise th,·tt the 

above law .relat.ing to motor: insurence business wa.s introdueed 

in Nige~ia. Another reason that can be cited as being respon• 

eible f,:>r the eh:Lft in government pclicy 'vJ,füS tha.t. ±rom the 

above tables it can be clearly seen that the number of moto.r: 

véhicles in tU..geria was constantly on. the increase, thus meking 
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it neccssnry for goverr.ment to ensure that l'1l<)tor insurers 

had a lega.l framework on which to operà.tË in order 1:.o s<"Jf~

guru:d thoir interests and that of the public as a wholè,. 

inc:J:.·ease the volume of bl.isiness in this class of insui:ance, 

as mot.or insuranee bvi;iness alone accounted f'o.r 70 percent 

20 of the market seles. 

Nige.t·ia have brgueü that insuranc.!'; of mat.or vehicles during 

the period under consideratir)n 1./.J~S -ra...re. and that there were 

22 
ver.."y few privatc cars :1.n N1geriaQ From the discussion 

th.us far, wa c,iU'i assert that this argument. is not correct. 

Howove.r 9 if the ,numbe.r of p.d.vat.e cars in Nigeria was not. as 

high as that of BrJ.tain du.ring the period under consideration, 

it simply rcflected the underdeveloprnent. and poverty of the 

Nige,l:"5.àn economy M.d soc:iety, because only few eli te had 

un til the 1 a te 1940~ 

t.hù ottention o± the colonial gove.rnmG.nt du.ring the period 

ur.dcr cc,nside.i::etlon wes workmen• s CQrnpensation.. &=fore the 

23 .. 
Worl~inen compensation ordinance of 1942 wes introducedJ the 

gcvernment haè been un.ci;;;.r p.restn.tre as early las 1930 tbrough 

t.'ie ~ctivitise of the International Labour Organisation that 
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a first step, the B.ri tish in February 1940 enactecl the 

colonial Daveloprnent And \ielfa.re Act,, This aèt n ~ ... ernpo .. 

v:ered the Seçi:etary of State for the colonien1 with the 

concurrence of the British Treanury to make schemes for any 

purpo&>e 1.1.kely t~ promot;.e the d<::welopme:int of the resour.ces 

of any colony or the welfare of its people.»24 The fl.rst 

rcsul t in the lttbou1.· eector; of the economy was experienced 

in 1941 vih.1im ch~ colonial gove.rnment in Lagos appointed a 

Lubou.r Ofiice1: to oversee the activiti{',1S of emergent labour 

unions whose figure stood at 12 :Ln 1940 w1th a total member-
25 ship strength of 41 337 pernons. 

The yeat· 1945 markecl a major turning point in Nigerie.• s 

lëlbour hif>to.ry.. In that. y~ar, the economy experi,.mced a 

general strike by the Nigerian worker$ who were protesting 

against the e,ehorbitent:. cost. of living• racial diocrimination 

.miè poor working conditions. Sit,ce the que~tion ot I.JO:i:'kraen•s 

compensation cann<:>t he cor,,pleti:?lY isolat-ed from the generel 

arca o.f better 1::orking conditions for· the EH.9erS.en worker, 

the colonial government. ln 1948 made .rulc s to proV·ide for 

better. impleimontat:lon of workmcn•s compensation meaaures az 

contained in the Workmen•a compensation Ordinance of 1942. 

',11he net11 rules J:eq,..ired employers ~nd insurers O O • t.o render 

six-monthly returns giving details of accidents end workmen 

26 injured and the compensation admitted and paidtt • :et is 

unfot'tunate to repott. thet. 0 desp1te tmese rules, the response 

of private emplcyers was ctisappointing, as they failect to 

furnish full and regular particulerso,021 
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In its determined effort to int:roduce a ccmprehensive 

legisltition 1n t.hiSt cle.es of insu.rance business, the govern ... 

ment pa[;scd 28 
the lfjc,x·kmen • s Compensation Act in 1958 • This 

p:lece of' lcgislatd.on made i t compul.sory :for employers to 

insu:t·e their employees against. the sustenance of injury 

durlng working hour.;;. Under the 1958 Act wl'lich repealed 

the 1.942 Workmen • s Compensation ordinance, i:f a worker is 

injmted or died in the course of discharging h.is ctuties, 

the employer inust pay corr.pcnsat:'l.on to tt1r.-:i injured worker or 

clependants of the deceased in accordancc with th~ provisions 

ot the act.. F\1rthermore, the substentilll damages nwardeà by 

the courts in the liability cases decided i:,ersuaded memy 

potential de.fE:ndent,.; to tako out varioi..:1s types of liability 

insuraT1ce cover to proteet themsel ves against 'i:he occurrence 

of such r.isks il'l their factories and officea.29 

:\t this juncture, one point. that canr.ot· be disputed is 

thet the :1.nsurance marbJt was èo!Îipletely dominated by foreign 

companies. 'J:his has made f'elegan to describe the pericxt._ as . 

- • i-- . " i l i • 3o· ' . ' thi;;t o:c l,.,l.,ad.i.t ona ncurance• - ·1n Nigeria. 'l'his, however, 

can te said to be an inapprepriate description because .Nigex:ia 

~as its cwn tradi tional syf,;tem of insurance as was discussed 

in chapt,::r two above.- Therefore, the period can be appro

priately deccribed as tha HrH of foreign companiea domination 

Th,~ domination of the Nigerian insurance market by 

foreign owned companies was fu.t"the.r encow:aged by the support 
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given to tho cornpan1es by the British Government in tonëon 

àrid the colonial governrnent in Lagos. This clearly shows 

that the aolonte.il government adoptèd a };.a~[t,se .. z faire policy 

toward$ the insurance industry in Nigeria, and since ec:ono

mie link ~tween Nigeria and 8ritain was ver:y strong and 

based more on the centre i.e. Britain• .she stood at a great. 

adventage of reeping most of the economic gains from 

Nigeria. This represented a form of economic exploitation 

enà ft.,rth<;;ir gives. credence to the school of thought that 

believes that oolonialism in Africa was nothing short of 

pQlitical domination, social degradation end eeonomic exploi• 

tntion,.. Wha.t is more, the Colonial Office in London gave 

mandatory instructionG to businessmen who were coming to 

Nigeria, to inaure only with the insurance companies who 

had their origin and hee.d. offices in Britain ... 

THE RISE Of' AFRICAN êNTRBPREN&URS A.~D THE EMERGENCE 
OF !?ROFESSIONAL INSURANCE BROKERS 

V-Jith the growth of netionalist agitations in Nigeria, 

the socio-eeonomic and political atmosphore in Nigeria took 

on a new look and :the insurance induatry 1wa:,. not exempted 

frorn this w1nd of change, progress and dev~lopment. Fir$t, 
'i 

when nationalistG agitations started, they wasted no time 

in call1ng :for equêl employmen t opportun:! ties for ail races 

in the count~y, but like every prcnounceruent, it is eaeier 

said than implemented .. For e,carnplei, since '1902 when the 
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first insurance agency office was opened in Lagos, Nigerians 

had found it consistently difficultJ(to be employed as junior 

clerks in the various insurance establishments that sprang 

~pin the latter years, However, this situation gradually 

improved when many indigenous entrepreneurs who bad emerged 

during the years preceeding the attainment of political 

independence ventured into insurance business and the first 

in the series was the African ;nsurance Company incorporated 

in 195031 by K. o. l'lbadiwe. 

Twc other wholly indigenous companies were incorporated 

in Nigeria to transact insurance business in 19$132 and 

195233 respectively .. 'l'hese were the Nigerian Gene.rel J:nsurance 

Company that was incorporated by the defunct Western Regional 

Government of Nigeria, and the Lion of Africa Insurance 

Company which was a joint-venture between some Nigeriansti 

f oreigners and -1.:.he Nige.rian èolonial Government, l:n t9SB, 34 

two other joint venture insurance compa~ies - the Guinea 

!nsurSAïce, and the West African Prov;tncial I.nsura."lce companies 

weÈe launchod into the Nigerian market. All these were in 

direc·t rcsponse to nationalist agitations.. lf.Jhat is more, 

1:hese insurance establishments certainly gave Nigerians the 

much neede.d opportuni ty to be ernploycd as middle management 

personnel, and ·i:hey also affo.rded many junior workers the 

oppo.rtuni.ty to be tre.i11ed on the job and subsequently got 

p~'6ino:ted to posi tians of responsib.li ties~·, '·A gene ral c:harac

terist1c of the joint-venture businesses was that the expa

triates always held the controlling shares, thus giving them 
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_, the opportunity of holding the senior key management 

positions and directing the affaire of the companies to 

t:hei.r own. aèlvantage., 

fhe next important stage in tl'le development of the 

local insurance market was the ernargence of professional 

insurance brokers. The insurance broker is a necessary 

complement. to the insurance company because of the f ollowing 

.treascms; f i.rst, the insurance b.roker professes to be an 

expert in insu.rance; this places the firm in a position of 

of:fet·ing pi:ofessional advice and help in arranging in.surance 

covers on behalf of his clients. Second• the insurance 

broker is required to obtain the best terms possible for 

his ciient and as a professional, he can be sueà by hie 

client if there i~ sufficient proof that his advice wes 

faulty. 35 Finally, he must be fair minded and ensure equity 

bétween both parties to the contract~ 

F~om '1953, brokerage f irros indigenous and expatria te 

hegan to do business in Nigeria. l'.n that year• a brokerage 

firm Dyson and Diket (!nsurance Brokers) w1th Nigerian 

interests had appae.red in the market; the Nigerian partner 

was sonny Odogwu. 'rhé company later be.came the African 

Unclerwriters and this change can be attributed to the nationa

list agitation of that time. It 1s now known as .African 

Insurance Brokers Limited.36 The fi.rst full expatriate broke~ 

rage :rirn1 was C; '.t'. Bowring and Company which was established 
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. · .. 31 
in 1955 ~ · When i t arr.1 ved in Nigeria, 1 t. had al.ready 

negotiated from London to handle the insurance accounts 

of cost~ln; ~ civil an~ Building ~ngineœring firm tnat had 

itl.\l head oi'fic:e in t,onoo.."l and a subaidia.1.y office in 

of the Ntge.tian fiort.s Authorit'y and make nac:sssary recommen• 

· . 39 deti®$ t.o irop.JSove them. Other governmtant paraatatels 

appointed it a~ ·their insuranclQ! b.roker.s. thus, this broke

rage firm enjoyed large al)d wide patronage in the i.nsu:renc:e 

mark.et aè the expen.ee of theiL· indigenous counterparts. 

Also, in 19$1, 
40 

GlanviJ.1 F.nthoven, a brokerâgé outfït with 

5CL percent: Nigerian .· partic.ipetion was lê'unc:hed into the 

mar.ket, The f.ollowing year, e whol~,y inctigenous brokerage 

ftrm 'l'~ .r,,.,, B.raithweite {lnsut"enèe Brokers) and Company was 

eetab1'.shed and :f.or a very long period compet:ec:i wi th the 

foreign ând joint•venture firms for business. 

Like a..'ly xiew venture, and due to lack of expertise on 

tneir part, the ind:Lgenous b.rol,;ers had to depend on trial 

and e.r;ror dus;ing thei.r initial yo ars 1n the market'!> They 

had dif'ficulties in coping with market demando and wi th the 

st.iff conipetition f.roni the foreign brokez·s who were also 

ope:1;:·eting in th.œ Nigerian market. they operatèd from a weâk 

position b~cause onlr a small 

proportion of the in.suring public patronized their services. 
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However • t.his trend was .reversed wben the country attained 

political independenee as the insurance accounts of govern• 

ment par,:H3'fültals that were formerly hant1led by foreign brok:e

rage f'irms were on the orders o:f Federal Government trans

ferred to the indig~nous brokers.41 

THE IN~Ul:J~N;it !Ni.)US'l'R".l /.ND Tm.:; COLONIAL ECON0$"lY. 
ff. P'Î 1 -..U l . 

From the discuBsion so fa1" 1 we have baen able to esta• 

p.liah that the colonial period was <::haracterized by the domi

nation of the insu.rance market by foreign owned insu.rance 

companies ant! b~okerege firms. tJ:he implication of this situa

tion was thert, .it beeame evident that mo.st of tne insu.rance 

oompat1iee c{,mu.1 t.;., Nigc·ria to e,tploi t the economy whiah accords 
\',/ 

well vü th wn.;: of t.he aims oi aolonialism.- It was net aur .... 

p.r.-.is;tng ·çhat these companies only ope.rated w.:L thin the ma:r:ket 

and .repllt;;i~too !".i::·of it~ to thei.e, various head offices. 

ti.r,io.r:tunately, the.r1S .i:i a l.r,.ck. of documentation on their finan• 

cial a.ci ti vi ties:·:1du:r;·ing the colonial era in Nigeria which has 

made i t e:t1tti.·~mely impossible to demon$t.r.6lte sti.tist.ically 

the amount ot profit. ~cpai:riatect by these cempaniets. 

Indeed, in~urance business wes operated in such a way 

that it èook no cognisance of the economic intereatf; aima 

and aspirations of Nigeri~. Inf act• the local agents, branch 

offices of the expat,Itiate insu.rance companias, and most indi ... 

genoue companies- that were operating in the market at that 

t;ime all pla:yed a major role in 'the i:·epatr1irtion of funds 

al>.i:·oad• 'the final result of this u~gly situation wa$ that 

ir1surance tunds we.t~e not made avcl.la.ble f o.r local investment 

;~_:c 
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to benef1.t. t.h~ Niger.irm pc,pulecè tmd eccnomy. To worsen 

the situati(>n,- n.,H ma.jority o:f the entirs .i.nsurence busi• 

net,s .in Nâ..(JGt'.i;;1 Nere .r1idmmrGd out.side t:hé country by both 

the fo.r~1i9n !"li>, an.d :tndigenous coropanies."' Thi$ further. 

~h,::,W$ th:a.t. thç, :tnst1rance compe.nles were not interested in 

t.he <levelopment of the insu.rance industry in Nigeria l>ecause 

they f eiled ta ppol their reaources together to establish a 

roinsurance cornpàny in the èounti:'y during the colonial pe:d.od• 

~is wr.it1ld have helped !.n .eeducing the outflow of ha.rd eurren

cies for. reinsu~m:nce pu~poses, as it is eommon knowledge 

that the provi$!on and existenc~ of reinsurence f~eilit1es 

withi.n the locttl market ie a necessit.y. What is more, 

reinsurance is an integral part and active compleroent to 

the operationa of.insurance compsnies,. 

.. Furth(,:r.r;iore, the f<:>r.eign insui~m1ce cornpanies did not 

dr.:,em it proper to er.ect th8ir own permanent buildings, 

rether: th<..y adc-pteà and operated the philosophy of renting 

o.t' leas:i.r,g p.ttoperty from the local indigenes which they used 

aSc offices,. thust one êan essert that investmente of funds 

in the Nigle!rian economy was not a policy of the expatriate 

insutr~nce cornpaniea and that their attitude towerds the 

economy was one of total profit maximisation and ëconoroic: 

·~~pi~1:tat!èn of Niger.ians in terms of pereonnel and staff 

wel.fare.-
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AS mentioned earlior, Niger:tans were deprived of the 

opport,unity of attaining miclr.ll.e end sénior man-=:gement level 

positions in ·the insu:isance eoropanies t.."l,at were predomS.nantly 
( . 

raxpntriate beoausa they were restd.cted to mere administra--

tive .routine duties9 
43 Little attention, if any was paid 

to the training of N1gerians and professionalization of the 

rnenpower needs of the inclustry., This aituatj.on led to a 

greà.t sh®tage of trained Nigerians who would have tak<m 

cont,::ol of the various !nsurance aompa."lies ope!reting in the 

market during thf? per.1od 1mmediately jfol lowing the attain

tnet1t of. .i.ndepenôenceq As a resul t 11 "those who lat:~r. f.ound 

thems(;'l ves in positions of responsibli.ty in the etn:er.ging 

indigenous eornJ?anies werP. conf ron ted t-1i th p.roblems which 
/l.ll 

they were .ill-equipped to cope wi th"•~~ Theref'ore; it was 

no surprise that: ••,. .. the indigenous eompanies were not .run 

enyth.ing about the management of insu.rance companies and 
. . 4~ 

ethics of int.1urance operation.0 ~ 

'J:1V~ lè!c.:k of attent.ion by the colonie! government te 

man;po'1rt?.!~ dev,a,lopment within the 1n$Ur.ance indu.stry was a 

a:tl.owod to operate freely wit.hout any form of 9overnment 

intervention in the c,perations Qf th'3 market in form of con• 

trol, The governmenû àtood r.igidl.y by thJ.e point because it 

be11eved thet. ..... , the ex.patriate firme which dominated the 
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cons.umwrs of insair.:ance p!'odùctïi• Fer e11;ampl.e, !t passed 

-t.h(;:l r.ifi; /..S:E.uraric:e t.<:t it1 1.11t"8 te ccntrol the oper&tions 
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im11ul:ance companies have had to pay to theit clientsii!' :tn 

~he final anely~ia, more funds ~re made availeble for invest,,.i,, 

ment in the eeonomy. sut in Nigeria, the fix:st of such 

bod1as1 namely the Insurance :tnstitute of Nigeria did not 

émerge untii the dawn of independence in 1.9S9, 4·9 and when 

5.t did, 1t da:tered only for the interest of it.:s members who 

were mostly e3patriates, and placed emphasts on the p#o~e>;

tion of insurance education in Nigeria• 

rrom the abovef it can be seen that the colonial govern• 

ment. failed t.o make any major èontributions to the growth 

and development of an independent lQCal insurence market in 

Niger!~, except. as an appendage of i;hat in Bri tain, As a 

result, th~ industry contr1buted little, if anyt to the 

eeonomic dèvelopment of the country. 
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J.i'or a dètail.ed e)tplanation of the development c>f 
marin.~ insu.ranc:e in E1.1ropè, espec!ally in Br:i.tèin 
aae Clayt.Qn G•t . ~itish :tnsurance, London, .E.lek 
Bôoke Li.mi tt..--d 1 '1971., PP• 2 3-33 • 

Xrukwu J+O•t (Ed•>, !J.9erian lnsuran~e
1 
~~!t' ~OQkt 

(Eight 1::dition) Lagos,. Niger.tan Reinsuranc:e Corporation, 
Lagos, 1986, P• 112. 

See supp).e a., ,The, Roxa1 ,Ex<:hanae ft.ssuran,.c~; !) Hii:>tO.t"X 
of, s,:-itiah :tnsu,ranç.!,_.;1720~ .. 1~?.q, >:,ondont Cambridge 
Un1ver$ity ~rés$, p.474. 

See Chapt.et' one of this wotk• 

$ee . .Nwank.wo G.o. t 'th~ .. tU.9eFi,m\ Finans;ial sx.st:e,m, 
London, Macmill$n; '1980-. Chnpter s. 

tijàdu Ott "fhe GJ;owth 
Industry in Nigeria"• 
at tne Seèond National 
in tU..getia+> 

and Povelopment of The Insurance 
(Unpubliehed private paper rea~ 
semina1: on the lnsuranèe Industry 

12• See Raynet:J H.&11, A Hie!;Ol:Y OF British In:3urance 
(Seeond Edition) London, Sir Isaac Pitman and sona 
timited, 1,964, p.a. 
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13.. see Eikundare R• o., An Economie H,tst..o:x_ of ~-t A~_Sf!• 
L!on.don, Lcngrnan, 1973, Cbapter 2 • PP• B - W.. 

1fü~ No·teir Vehicles (Thi.rè. Party Insuranç..e-)~;::prdinanèe (A.et) 
1$'451i 

19t See Osunsade F• L. "the Coloniai Development and 
Welfare ~cheme And 'J;'he First Period .. in Nigaria·. 0 

An Unpublished M,,,sc. (Economies) Project (Ibadan . 
1965), A]._so seesi "A 'l'èn-tear. Fla.n of DeveJ.oprnent 
And Welfài:'.e in Nigeria" 111 (Sessional fape.r No. 24~ 
1945). 

20. Fransworth J,,, w. ".Sorne Notes on the Early Nigerian 
lnsurance S.cene!' in Insuranèe Insti tute of Nigeria 
Educational Conference Journal, Volume IV. (1975) 
p;203.-

2:1~ McNesty I;l•C~, "The Developrnent of ;tnsurance in 
· 

1 
· . Nigeria" .:i..n Insurance Insti tute of Nioeria Educationa1 

:~onference Journal, Vol.urne 1t ( 1972) P• 17., 

. ,. 

23i Workmen Compensation Ordinance (Act) -:1.942, 

24, See Ekundare R.,o., op. cit., P•124. Also see "~he 
tJ.K.Celoni.al Development arid tvelfare Acta", c:o:c, 
RF?? 3400.. August 1956. 
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32. 

33t 

34. 

3S+ 

18 

See Mpuàl. Labour Report, Department '1951, U.1ag0&, 
Governroent W.rinter, ~Sa>, Also, Annual Labour Report, 
Dapar;-1:;tlW:nt of Labour• 19S4 - 1955 (t,agos; Federal 

.Gow.rnment P.rinter, 1956) Also see, Coleman J. s,.. 
!~,~ria; :.~~k53~eunô Tô N

1
ationalism, Berkeley University 

of California Pres's; 1960; p.2sa. 

_, --~-· ... 
see Ekundare Re O.~ Sl.P..!-Slli• p., 125. 

Fal@gan J•Z•t tttowar4s Improving ~he ~ublic Image Of 
The Xnsurance ~ndustry: A Critical Analyeis of some 
Aspect.li of' Gove:rnmen.t 1.-'olicy.» (Unpublished p.rivate 
papi.:::.·) p'l"S"' Also $ee, !.r;,-ukwu ,.l'eO; l,f~~urance Law Jf!},j 
i?.t:~tice in N.ige.ria;. Ibadan• Caxton Press (West Africa) 

1M «~11. ... ,, ~- '._. •U a,,ew.~ 

Ltd.,, 1!f'11j P• 1'12., 

Falegen J.1. 0 t;rhe P.ahte.rn of' Change in ?Jhe Development 
oi: J:naura.nce l:îl Ni~lil<r.ia ... ~ (Unpilblished private paper) 
p,.3,. 

:trukwu ,·t.o-. (~d. > !!.\a'?F!.~.J.i..n~r~ce ~'5le,~~ Book, (tigllt 
Edition) Lagos, Nige~ien R@insurance corporation, Lagos, 
1986, J?~ 46.., . . 

U>id .. -- t>• 70,. 

f.b'-9• P• 69. 

Ibidi. P• S·6• 

Heneel.1 o. s., 
Gr,;;at, B.r.·J.tain, 

p.12.s, 

Elements oflnsw:ance (Fourth Edition>, 
M~edonal.d an<i tv·sml Limit.ed 11 198S, 

36. • See Ni9a.ri.a, iederation o.f 0 A Report on :tnsurance 
Companies Opérations in Nigeria• 1960 ... 196àt 
Lagos Feée..ral O:fflc~:. cf ~t:atistics, ·1964. 
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37• Irukwu J_.o. (Ed•>, Ni9eria Insuram::~ Yea,z;, BookJ · 
(Ei9ht Edition), Lagos• Nigerian B.einauranee corpore
tion, L~gos, 1~86. p.9s. 

39. Cedrnus Gt K.t 0 The Role Qf Intermedieries in The 
In~urance :tndustry in Nigeria" in Insurance Instituts 
of Ni el:'iâ Educational Con erence Journal, Volume :,Cl 

1973) p,$0., 

40• I~Uli;\>ciù J,..011, (Sd.>t ]>lig:eria.n Insw:ance l;'ear Bop}<:, . 
. (Eight Edition) Lagos, Nige.r:ian Re1n:surance Corpo.tation, 
Lagos, :t.986., P•91. \ 

42. Adewale a., "îh~ Historical Development And Objective 
of NlCON° in ,Federal, Might, Volume 1, No,. 1 • October/ 
Deeembie~ < 1979) p.5 '111 · 

\· 
\ 

43. Lij&<lu· e. 0 the Emergence of .Indigenous. I.nsurance companies 
in Nigeria" in Federal Mi2h,~, Volume l• wo. 7, October/ 
oecemlber t ( 1979) p.49 • 

45• Falegan J.X. 11 ••tocaU.sation of 'J:ne Insurance Business . 
in Nigeria; l'tts Genesia, Machines And Eval~ation"• 
(Unpubll~h~ f'.rivate J?aper) PP• 6-7. Also see; Reichei 
K,. Eit "F.inel Report on :cnaurane:e 1n Nigeria" Geneva, 
( '1971) P•6• A1so see• :,rh.e Hi,sto,r~ o,f '.t'he pomeanx• tagost 
Grea.t Nigeria. Insurence Company, 198'1t p.,5 • · Altso $ee 
Lijadu o., 0 Gove.rnment control of The Ope.rat.ions of 
l:nsùl:.".ance Compenies in Nigerilil0 1n Insurance I9sti

1
tute 

of Ni,se,a;ia &.à!J!C§tional Conference Journal Volume ::Ct 
( 1982) p,83,. . . . . 

4Eht Chiej!na $• oh n~e Need for :tn,u::ance And a Re\tïG$peet 
of Xn~ur;nc:e Image in Niger1à'',· (Unj>ublished priva·te papet) 
P•'• . . 
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47,. ialegan J,.I., 0 tocalisation of The Insurance Business 
in Nigeria; Its Genesis, Machines And Evaluation" 
(Unpublished pl:'ivate papers) p.a. 

48• See Steèle J• ri1., et. al., Introduction 'go Insuranc;,e, 
fhe chartered Insurance Institute Tuition Servicet 
London, t981a 
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CHAPTBR fOU.R 

STA'l'f~ REGi)LA~!,'l:ON OF THE :tNSURANCE lNDU.STRY IN NIGERIA 
1960 - 1977 

In this chapter, we shall examine the s'tate of the 

insu.rance industry in Nigeria and the drive of the Nigerîan 

gove.rnment to put the industry on a st.rong and sound footing. 

$TATE Of' 'rHf; î•U•J1KE~ /\ND BACKGROUND TO GOVERNMENT 
RSGULA'l':t ON 

In 1960, Nigeria attained her independence, and this 

rneant the beginning of unrestricted self governence in all 

aspects of life, i.e. politically, socially, economically 

and culturally. The stage was set for a rapid socio-economic 

take-off' of the country. Although, there was a great dearth 

of an inàigenous capitalist class in Nigeria before 1955, 1 

it is no longer cont.ested that the period irnmediately before 

1960 was one when Nigerian.s became fully aware of their eco

nomic, political and social right.s; and rnany Nigerian 

became big time traders and some went into joint.-venture 

businesses with foreign partners. The big foreign commE::F

cial firms also diversified their ventures and went into 

primary industries. tJnder this situation, the Nigerian 

economy witnessed the emergence of manufact.uring industries 

in pharmaceutical, shoe-making, confectioneries etc, and 

soma minor assembly plants especially bicycles and motor-

2 
cycles plan'l::.s. 'l'his development led to a general enthU• 

siasm on the part of Nigerians to want to venture into all 

aspects of business inclut!ing insurance, thus leading to 

a graduel removal of the domination of insurance by foreign 

investors. 
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In 1960, there \vere about twenty-five insurance compa

nies opcrating in Nigeria end most of them were foreign-

3 
owned, hence there was an urgent necd fo.t this situation 

to be reversed. t,nd thü opportuni ty te do th1s came imme

diately after the rJChievement of independence when a large 

number of indigenous companies commenced insurance business. 

The pattern of ownership therefore r 8 pidly changed from 

f ' d . t . d' 4 I ore.1.gn-owne companies o in .1.genous ones. n response, 

somc of the established fcreign insurance companies sought 

to identify b"lemselves more closely with the country.. First, 

most of the local offices were upgraded to the status of 

subsidia.ry corr.panies in which Nigerians held a substantial 

proportion of the shares. 'l'his compelled tl1e setting up of 

local boards of directors wi th indigenous mer.ibers instead 

of maintaining the former system of administering the corn

panies from metropolitan London. However, the local boards 

still had ta report directly to the boards of their head 

offices in London. second, efforts were made by these 

companias to increase the number of their indigenous staff 

in direct .response:.: to politica~: pressures and restrictions 

on expatriate quotas. 

Tô create a self su6taining end inclependent local 

insu.rance marJ.;et, the Federal Governm~.mt invi ted Mr. I.K.R. 

Rao an Indian expert on innui-ance rnatters to study the 

possibility of insuring the produce of the former Nigerian 

J?roduce Marketing Board \'Ji th an inoigenous insurance company., 
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However, i t was an uphill task trying to change the tide 

of events over a short period of tirne. This can be said 

to h2ve accounteà for the continued dominance of the insu

rancè market in Nigeria by foreign companies. For, by 1963, 

the number of foreign owned insurance.companies stood at 

forty-eight while that of wholly indigenous companies stood 
1. \ 

at just thirteen. Purthermore, by 1969, a total of twenty-

seven insurance companies ·· transacted business in the Nigerian 

market, with seventeen foreign companies, five wholly indi-

. ' t· · ' t t S genous compan1es, ana ive JOJ.n -ven ures. A striking 

feature of the market at that time was that the Royal Exchange · 

Assurance Company, the Northern Assurance Company and the 

Royal Group Insurance Company, all foreign firms, controlled 

sixty percent of the total volume of business transacted. 6 

But by ".l.971, the story was different because the number of 

foreign owned companies had drastically reduced to twel ve, 

whereas, a tremendous increase was noticed in the number of 

wholly indigenous companies whose numerical strength stood 

7 at forty-four, and joint-ventures stood at fourteen. One 

major reason for the reduction in the number of foreign 

insurance firms was the contraction of the local market, the 

complaint of the firms that they were not making enough 

profits and their anticipation of the new government policy 

that materialised in 1972 as the Indigenisation Decree. 
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Indced, the period from 1960 to 1971 witnessed a 

general nwaxcncss by N1ger1ans in the buying of insurance 

policics. First, the Federal Government intrcduced the 

Pay-As-You-Earn (P.A.Y.E.) system of taxation in 1961 and 

. recognised the premium paid by the individual wage earner 

on h:Ls i'c.1,~urance policy as tax-free deduction. This encou-

raged rnany Norkers in the ci ties and to\'ms to buy insu.rence 

policies especially life assurance policies. Second, many 

young Nigerians realizc.::d that the existing kinship system 

that had provided traditional insurance (see chapter II) 

was gra.dually breaking down and each young worker began to 

plan for his own future. Interest on longevity became keener, 

and some took in::;urance policies to demonstrate their status 

and acceptance of mode,rni ty. Fu.i:·thermore, the introduction 

of housing loans for certain categori~s of workers in the 

major ci ties st:tpulated that hou ses built w.:i. th loans from 

government agencies must be insu.r:ed against fire. Corporate 

bodias also began to take more interest in insuring their 

movable and immovable properties against theft, fire, and 

other risks. 

Thus, the number· of .i.nzurance companies increased 

rapidly in scope and by 1975, the total number of companies 

operating in the market stood at sixty-nine. 
8 

(See table III)• 

As the economy continued to develop, the neeà for more 

insurance companies, brokerage firms, consultants and agents 

to meet the demands of both individuels and corporate bodies 

increased. This led to a situation where the market becarne 
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:filled with muoh-room companies that were manned by inexpe

rienced personnel who engaged in the perpetration o:f fraud 

and other unprofessional conduct. The Federal Government 

of Nigeria which i.s constitutionally empowered to make lews 

for the effective supervision and control of the insurance 

industry thon tock necessary steps to check the situation. 

'l'hese efforts \oJere aimed at building a strong viable, and 

sound insurance industry for the country. 

As indicated above, it is necessary for the country 

to have a :fully localized industry that will greatly reduce 

the level of depencenc:e on foreign insurers, more so, as the 

industry in one that requires minimum investment in fixed 

capital and yet generates huge profits and is thus eminently 

suitable fer localisation. 

Aside from the above reasons, the i''ederal Governmcnt • s 

regulation of the activities of the insurance industry can 

be linked up to the 1964 UNCTAD Declaration on the neecl for 

every developing country to have a fully localized insurance 

market,. At i ts first meeting in 1964~ the UNCTAD had observed 

and resolved in part 0 that a sound national insurance and 

reinsurance rnarke·è. is an essential characteristic of economic 

9 
grm-1th". The UNCTAD also recommended tha t, i 1 technical 

reserves and guarantee deposits of insurance and reinsurance 

companies should be vested in the country where the p.r:einium 

:l.ncorne arises; (and that) adequate conditions of security, 

liquidity and income must, however, be assured ... 1° Further-
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more, the UNCTAD also recontmended how the developed countries 

can help the developing economies to achieve their airns and 

aspirations of evol ving a sound insurance market, for example, 

the developed countries shoulè assist and ,·encourage the 

developing countries to evolve strong national j_nsurance and 

re:i.nsuran(:l.2 rnarkcts; and thcy should give i:i'ie;L.c support to 

all reasoneble measures aimed at lncreasin9 the retention 

cape.ci ty of the developin9 countrie•s., Al so, the developed 

countries we1·e expected te pl ace at the d:l.fa,r:osal 01 the d.eve

loping countries their training facilit:Les and other farms of 

technical assistance in insurancc matters.. More importantly1 

the developed countries shoulcl not const.L tut,~ themselves into 

a stumbling block i11 an attempt by the developing co\.mtries to 

achieve their 9oaln. 11 

The recomme::dë:1tions of UNC'rAD demonstrate the concern of 

somf2 worlc: organisation :for the development of é:1 stable loca-

llsed insu.rance market b1:;;cause i t is the pivot of economic 

developmcnt. Today, it is l:.o the c:cedit of UNCTAD that most, 

if not all of i ts resolutions and recommendntions have been 

fully and well implemented as Will be shown in subsequent 

pagos of tbi!:i chapter. 

lŒJ\SüNS f'Cf.. ST!i.'l'E REGULA'l'I.ON: ......... ~~--_... .................................. ~ 
/'.t thi::; s·tage i t is necessary to ask "Whrit is state regu

lation of in.surance"? It can be defined as state supervision 

which 
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In o developing country is the establishment 
of a sound national insurance market, 
providing adequate cov-e.i:: of risks at 
fair prices, contributing to the economic 
and social development of the country, 
tmd reducing the outflow of fo.reign 
exchange due to insurance and reinsurance 
purchased u.broed. '12 

This dcfinition wns for.mulated and unanimously adopt,.-=d in 

1973 when the Ccnb:olJ.c:rs of Insurance 1n l\frica met under 

th{: auspii!!C0S of the UNCTAD. It hae becn observed that 

the new elem1::-m.t in this definition HJ.s that the effective 

protection of the public requires two sorts of supervisory 

activities; .supervision of the insurance companies ••. 

mainly to :Jecure their solvency; and supervision of the 

national markG!t as a \'ihole, to prcmote its sounctness and 

efficiency.1113 

Histn.t~:i.cally, one of the reasons why the State in 

developed cotmt.rir:Js found. it nccessary to inb"?.rvene ln the 

activi.t:h~.s of th>? insura1.ce market is :i.ntrinsically linkecl 

to the n~:.t.ure of :i.n;:;urnnce business; i.n wh.ich every proposer 

havin9 compJ.,ê!b,:id the contract by ?üying his prc:)mium receives 

t.he policy document as ev:l.dence of the exlf;tence of a con-

tract beh1een h:i.m and the insure.r. This cioc~1ment bears a 

promü;c: thèlt. if nnd whcn a certain evcnt ccctu:.·s, he will be 

eriti tled 1,:o cl,.:im an lndemni ty for loss., However, "what the 

policyholder wants is not only the rj_ght to present a claim, 

but also the certainty thZ1t he will .. obtain his indemnity, 

which c!ependz on the t.i:-uzb1orthiness of the insurance company 
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policy.014 'l'his in ~,;hy insurers who are 

!nsurnMc~ covecs by fictiticu3 cr totally un8c~nd companias. 
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cope with.. 'l'his British example was also true o:f Niçeria. 

Yet, another reason for State regulation was the need 

to enf'o.rèe th(,J maintenance of the. prescri.bed margin of sol

vency by insurers, and the dif:f.'iculty in auditing the accounts 

of the insurance companies. Initially, in Britain as in 

Nigeria; insurance supervision only went as far as ensuring 

that published accounts of insurance companies were checked 

and certified e.s being the true financial position of the 

company. This system was knovrn as tfreedorn of publicityl• 

and H: did not provicie sufficient protection to the policy

holdere becc:1use final accounts published normally give a 

static l?icturc of events, whereas, insurnncû policiez are 

designecl to p.rojod: into the future and thus, they are regarded 

as beinç; tl}'nar:1ic in nature. After much critlcism, a new 

system of aucli ting aimed at en su ring a dynamic long--term 

solvoncy of the insurance companies wa.s developed. It was 

styled t substant:1 ve• and unlike the former system, i t shows 

that it is nota purely formal one. 15 

In addition, it becanie necessary fc-r gcvernment to 

regulate the cor?êuct ot insurance business bec.a.use of the need 

to ensui:e that the principle cf equity was cbserved between 

the insu.rer o.nd the insured. This me.:m.s th;,1t fairness must 

e:xi!3t bebveen both parties to the c:on'tract; more especially, 

the tci:ms of -thG: contr .. ,ct and t:he tar.iffs must be fair to 

bcl:h parties in such a way that the insurer will not run at 
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a loss dw1= to the exj . .stEmcf? of low ter.U.'fs p.~escribed by 

the law; and, .the pubU.c shouJ.d not be denied thr~ services· 

or insu.rer.s due to the exist~nce of very high tarifi=~ wr1ich 

thuy could hat:"dly afford. This point further confirms the 

need for. gove1:-nment J'."egul2ti0n of in.!àurance business; because, 

the ahove expl2-natJon :tndicates that the insurenco contra.et 

:1.r.~ 01w of conn:i.der·abli~ cowplexity • 

. In oràor t.:. ensu.n:: · propc,.r c.ompl:i-ancï;.) wlth the provisions of 

to introducc ltH,Ji.slations b&ctween 1745 and 1909 to eradicate 

. t ,. bl . f ' ,!. t · 16 eny ei.ernen · o:r gam · .:rng .corn J.n!.1urance ... ra~cc ions. 

Before, ti1e .Lntruduction cf th(= doct.i:ine anc. governrncnt 

.regulatory measui::·es, i-c:. wa.s common for urtsc.l."upulous persans 

tû .::::ffect in::;urmke policies on lives 01: p:coperties 11 where 

they had no finc::ncial interest in the potent:ial loss other 

than the profit they 1.>Jould make if it occured.,. 17 'L'hus, it 

becaïne d:LH:icul t to cll~tinguish betwe,m insui:ance and gam

bling, hut 1.-iith the introduction or th:i.s <:19~trinc and the 

supporting laws3fi:.his problem was totally-eliroinated. 

f'urthermcre, government found it necessary ta regulate 

the act:.ivities of the indu.stry because certaln forms of 

insurance-covers have been made compulso~y by law in many 

parte of the world. l-'or inst.ance, the provision of third 
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pacty mot.or in.su.rance, marine, avi.etlon .me employers 

liability insurances are clàssified all over the world as 

compulsory in5urance• This roeans thot individuals or cor

porate bodies concerned must tal,e these policy covers. 

Finally, the concept. of national interest bas been 

identi.fied as a reason for State x:egulation bccause of the 

fact that the sector in which the ineurance industry ope.rates 

tends to affect nppreciahly the not.iona:t eccnomy as a whole111 

Thus, while acknowledging the servi.ces of some foreign 

lnsuranc:r.: conc~rns ope.rating legaJ.ly in the local insurancze 

market, the final goal of most developing countries 1s the 

establishtr,ont of a nr:ittcnel insurance maltket where 0 domaetie 

in~urers prov1de tihe bul~ of ordinary ma~s consumed insurance 

cover, whilst speciâl classes of insurence, large risks, etc. 

contint:~ to oall for inte.t·1·lational c:o-operation,." 18 

NA~URB OF STA~E REGULATION OF THE. NIGERIAN 
mSUR!i.NCE t•lARKZ(.C 

Gover.n.!!lent regulation J.n the ope~at.ions of the Nigerian 

insurnncc indt.uitry can be seen me.inly f.rom three perspectives:. 

t .• e. legislation, direct participation end control. 'l'bé 

variouo l0gislations enacted by the government provided the 

basis fo11 governmental control; and particip~tion in the 

insurance market~ ay law, only the Federal Government is 

empowered to make legislations governing the ç1ctivit.:!.!'Jü of 

the insuranc~ ind~stry; the v..µ:-ious ztate governments are 

only p<~rmitt.ed to part.icipate directly in the market by 

eatablishing insurance companies. The companies so established 
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operat.ions <i.lnd con'l:,rol,. 

Befo.re 1960, there wes no conce.r:ted of ;fort aimed at 

enacting laws to control the ac:tiVities of insurance cornpa

nies in Nigeria, but in :L961, the Insurance Companies Act 19 

waa enacted by the Nigerian Governrr:cnt_4lo.·" The main object of 

th;l..c Act ~as 'i:.(• er.tiiure that ~l insurenee companics regis.ter 

penalty clauses which coulà have ensured the control and 
-./ 

supervision bythe gove.mment. Therefo.te, any insure!ï could 

refuse to regist:er or 1nake ar.inual return.s aa. raquired by law. 

It can biÏ.? 1tti1ued tlH:tt ·!;ho 1'\ct wa.s not intendeà to introduce 

strict control mea.sures into the rnerket. Furt.hermore, the 

1961 Act wes silent on ncw insura..~c~ comp~nies should invest 

· exchange continuea unabated., 

/ Thé InGurance (Miscellaneous Provisions) Act20 was 

enacted in 1964 to errest the ccntinuou$ ànd "••• excossive 

, outflow o.t:-,-.in~~r·ance fund!i. - premiurnœ, profits reserves, 

ètc,., out of the country, and hence facilitatc their œtention 
~ ~'1 

wlth;L,1 the country.r• li'or examplei the ;~et provided that 

every insurer should inves-t at least :Eorty percent of its pre

Vioue year•s premium in Nige.rien securities. Li.ke the 
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insur:a.nce cc,rnp.anies :ln Nigeria because i t did net provh'!e 

Af.ter the passage o±' the i964 Act., the gove.t·nment 

of the 19'6'l and 1.964 Acts. such e;fforte however pl."oved 

establi;.::.hment of an insurance supervisory and enfcrcetnent . 

body; and aJ. so due to the normal ci v,.1 tJervice bureaucr.acy 1 

w:tth the resu:i.t thet the cont;rol of the a.ct.ivities of 

and :fcreign ... ownec!i brokers and ~ents roanaged by inexperienced 

and unskilled poople flooàed t~e market thereby fu~ther dama-

capitèù raqui.r.em~nt of N$0,000 :r:or regi;gtrat:.ion and t:.bt~ l.oose 
?') 

and frugile p.t:'o--z:egi;,t.c~t:tr.m conditions...,·---

In view of thesfl prcble!!'tSt the Federal Government made 

(UNfAl3) !n 1965 for en expert in insurance to undertake a 
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In œtobeJ: 1966, Dr. K. Reiç:hel arrived in the country as 

the special advi~er and was assigned the responaibility of 

formulating new administrative and technicai policies and 

~ssisting in the· establishment of a National Insurance Corpo~ 
. . 24 ration tor the country. On assumption of cluty, Reiçhel 

in 1967 attempted to irnplement the proviGions of the 1961 

i:U\d 1964 Act$ but failed because they were structurally 

defective and functioni,J.ly ineffective. As a resultt the 

Feàeral Government passed another legislation the lnsurance 

Coropanies Regulations Decree of 19682$ to aid the quick and 

full 1mplementations of these Acta. Under the new decree, 

all registered inst,1rance c:ompW1ies operating in the Nige.rian 

market Wére required to apply for t:e-fpgi:stration w,tt:.h the 

Registrar of In~u,z-çnCet shoWing evidcmco of strong :f'inancial 

26 The Companies Decree 1968, further consolidated the 

provisions of the Insurance Companies Regulat.ion Decrèe of 

'1968; pec:ause all existing foreign cor:1panies wera ccmpelled 

to be fully registered in Nigeria, ln other words1 such 

companies incorporated local.ly in Nigeria must have as part 

<>f their n~es, the worcl ... "Nigeria". This developroent, finally 

put to rcst, the pràçtice of some expatriate c.otnpanies Who had 

insis·ted on the use of the agency oystem to opEH:--ate in the 

Nigerian market. Furthermore, the Companies Pecree of 1968 

ha.cl the ef.fect of removing the distinction that had hitherto 
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eg:l.s ted between the pai.d-up capital and the roargin of 

solvency of i.ndj.genous and expatriate insw:anoe oornpaniesi( 

Wbis meane that both the indigenous snd expatr1ate insurers 

would hencefo.ri:h maintain the seme level of so1vency and 

register with the same amount as their initial peid~up 

capital.- The overall implications of this situation were 

two-fold; firet, the expatrJiate :firms were subjected to 

thè payment of Company texto the Federal Govetnment of 

Nigeria; and seeondt they olso atteined a reasonable degree 

of autonomy in term~ of p~eparations and keeping of accounts, 

inv~$tinents and business operations in N1çer1a. 

Whe Feèteral Government after studring the recommenda• 

tions contained in the R~o Report of 1962.27 Reichel 

Reports of 196G and 196?28 promul.gated Decree No. 22 of 

1969a9 wnieh established the National Insuranc:e corporation 

of Nige.J:i& • (NICON) on 1st July 1969• '?hie singular 

avent completely changeà the tide of evonts in the Nigerian 

insura.nc:e market because i t enabled tha government to 

launcb itself fuily and directly into the Nigeriau, insurance 

market by way of clirect participation as an insurer and 

reinsu.rer. As at.ated above, prior to the incorporation of 

tt.tCGN1 expatriatè insurance companies not only _controli'ed 

abo~t ninety~five percent of the market• but also reinsured 

heavily with their parent compan1e$ abroad. But with the 

formation of this Federal Gove~nment. owned company, the 

unô.erwriting of more sophisticated risks such aa public 
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liabiiity, bonds, engineering insurance, contractors•a11• 

r,iaks, pe~sonal ecoidents, oil riske, and the popular risks 

~:arl.1er und~r~1.ritton by tho early ~~pat.ria.te companies such 

as r.iot;or, :tire, marine, wor:kmen• s ccrnpensation and Life 

i.nsu1:-:ance :became risks that we.Jre handled locall;/i! The newly 

estahlished c.ompany was also empowe.red by the decree eatabli

sning ;tt to accept t.en percent of each .rein.Surance treaty as 

1,,,gal c:esai.ons from every registered insurance company within 

the Nt9e1dan market. 

'l'ht~ le,meh;tnq of NICON into the Nigerian market to 

underw.ri~~ mai:lne and aviet1.on buaine&s shattered rnost foreign 

compani~s which hitherto, hed dominated the marine and avia• 

. 30 tion :tnsn.lr~"lc:e l::iusiness, beca.ue.e most oi the existing indi ... 

genous comp~ies we~o unoble to underw~ite thie class of 

business dut~ t.</ their D.ne~perience and the e110~1nous amount of 

<::la:l.!11$ that no.i,--r11~ly ac:company marine and aviation accidents. 
' 

ln fac.t 1 the Ni9er1an 9overn~nt had eax·lie.t· passed the Narine 

Instit"ance Act in 1961. 
31 

'i'he pes.sage of th.is Act at that 

time confirrned that marine insurance business was very populal. 

<foe t.o the volume of trade and high turnover of ships f rom 

Europe par:ticularly from Britain .t~ Nige.t·ia (see table below). 

Lik.e ·tne otnœ- Ac ts pç1;ssed in ther aame YiiHU~, the Marine 

Insurqnce .A.et was patter.ned tifter the 1906 Br.itish Mw:ine 
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TJ\8!.,E J:Vi SHI.l.;l?!NG MOVENEN'l'S AT NIGERIAN FORTS 
1946-60 . 

U.K. OTHZR i:", REGIS'l'ERED FRANCE NCRWAY 
0 VESSF;;LS CGIJNTRil::S 'l:Œ:Af.. 

H 
... 

.r: ~ ~ a:: ~ 
~ 0"""' fd tîl o- ~ o ..... M 0- ra 0 ,Il o-L,l 8g~ 0 Cil ~ Ot.là ~:> ij 9 e-t O l"J) ~ :.E: &&O tj ~ s 0:: 0 8 134 :;;, C:::·411 0 !;:) ~- 0 ~ ;>ij z - E-t ·Z z .. z, z - (-1 = z-i:-t z z -E-t z -H 

'1946 415 1,323 23 26 22 72 147 401 667 1,022 

1954 682 1,641 81 '1.87 163 388 492 767 

1955 660 1,622 247 291 143 370 539 889 

1956 609 1,565 197 298 162 429 586 992 

1957 794 1,754 159 365 142 368 664 '1,169 

19$8 948 2,367 l '172 ,185 193 525 799 ~,409 

2959 907 2,395 200 6.!5 231 630 893 'J.9655 

11960 858 2,698 200 6$16 205 S98 970 1,966 

S o UR C ~I Jmnual Abstraet of Statistics, 1963 

~OTSa 1. NR~ - Net Registered Tonnage • 

1,418 2,983 

1,585> 3,172 

1,554 3,284 

1,759 3,656 

2,112 4,786 

2~23'1 s, 315 

2,233 5,958 

.After the passag(;? of Decree No. 22 of 1969, came the p.romul-

32 gation of the Nigerian enterprises Promotion Decree of 1972 a."'ld 

33 1917 respectively. These laws, although aimed at the entire 

eèonomy, had particular efrects on the însurance industry becauao 

sorne of thê provisions of the laws made it possible for thé Federal 

Gover~ment to ecquire sheres and participate directly in t.qe 

conduct, oE insurance business. For instance, the Nigerian 

· E:nterprises Proroèlticn Deca:ee 1972 enabled the Federel Gove.rnrnent 

to acquire equity shares to the tune of forty-nine percent 

_in all the viable expatriâte insurai1ce eornpan1es that were still 

in the Nigerian -
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mru:lcet. At th12 ::.:ame time, the Federal Govornment invol<:ed 

the releva.~t sections of the decree to withdraw and cancel 

the JJ.c~nces of insurance comp;1nies (both indigenous .and expa

tr:tnte) that were c:.c,nzldered nc:,t. viable and unsuitable to 

ope.ràte .in tne market. Nhtm the 1977 Ente:cprises Promotion 

Deci·e:e w&l.:l p.romulg ated1 the level c.>.f indig<;?nous ? .• nd goverl'l ... 

ment; participation in insurance· business w;1s increesed from 

fort:y-nine ~.t" cent: to slxty p::.t' cent;., Unc5er a new erre.n9e• 

ment, the E'é:ô0,1:al Governmant. allocated ele .. ,en per·cent equity 

share.is acquib:.·ed fr,)Ul viable for,eign :1.nsuce1:s to a.11 the otate 

goV<:,rnmenb• in the c:ountryt whil~ it retaiued majnrity of the 

shares and sold th(~ .remaining t(::i pri vate 1r1diviciuals~ l'his 

gesture from the Fnderal Gove.r:mnent enco1.1rr1ge(i and also 

prompted State Government that were yet to ventw.:·e into 

insurance bus:\.ness to do so by incorporati.ng new insurance 

compenies to operate in the market. Below are tables incli ... 

cating tho.lnames of wholly owned state and ~ederal Govern

ments in.sut'ànce companies. CODESRIA
-LI
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,BY. S.TA'rE GOVEHNMENT AS AT 31S'l' oec;,:,.,t 1988 

:Hf; NJ:GERIA GENERAL f 
:rus. colll 1 

GREiJ\.'1' NlGER!A INC• 

O'îO, . ONDo, OGUN 
STATES •. 

INS. _Co.. t11 

UN:tVERSAL I.NS. CO. !MO AND J-1.NAMBRI'~ 
S'l'A'.t'ÈS 

Mi'1N:U.LA lNSe CO., AKWA IB0i"1 AND 
CROSS RI VERS S'!'ATSS 

RIVBANK :ms. co.. RIVERS-S'l:J\'l'E 

TRl\liS....NlGE:; RIA 
ASSORANCi; CO•. 01'0-STA'l'E 

LASACO ~..SSURf.NC~ CO. LAGOS STATE 

CCNFlDENC& INS. COe . ù.'WO STATE:r 

YEAR CF 
INCORPORA.TI.ON 

195'1 

1960 

1961 

1970 

197'1 

19?2 

19?9 

1979 

1980 

1982. 

SOURC~; Nigerian Insurance Ycar Book 1988 •. 

'l'l-illU:: VT.c NAt·'$$ OF IN5URANCE COHi?ANIES vmOLLY ()!;~NEO BY • , = 

NOS• 

1. 

2. 

3. 

;CHZ FEDERAL GOVERN?-lliNT OF NIGER!AAS AT 
3'1S:.C DECu 1988 

i ilt .. 

l~ A M~ 
YE.A:.'1 OF 
lNCCRl?ORf·lL'!ON 

W\'..t'lCNJU. INSe CORl?OR.AT:tON OF NI.G• 1969 

'l'HS N!Gf.;R IN.SURANCE COHP.t"'J1:l 'l.969 

NIGERIAN AGRIC ULTURAL lN.SURANGE CO"i. '1988 

' 
. 
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tion for 'the insu.rance industry, aome unserupulous insurers 

$'bill exploited some loopholes 1n 'bhe éxis.tinÇ! leqf~,letione:i 

to d~nfr(31.tc\ the government and the public. In ord,.J?r to check 

and .:l.ntroduc:::e new correcti'\Te mE,·,~sures i1,to the oprtratiom, of 

the indtustry.. section (8) ~. 1 of the 1976 In:â.urance Decr~e 

., 

t:i.on of a dirr:.et. 3-r.i~,,r..er. dl'N!ling in ncn ..... li:fc business shoul<l 

business only was fixed at !-.1500,bOO; and for a composite 

f Alsot sect.ion (10).1 o:1: 1976 Insurance Decree stipulated that 

the .i,.ni cial capital. requiremen t 1s 't·.o be depo:;;L ted wi th the 

central Benk of Nigeria in all cases. 'l'he ~ec:<.?.tpts of such 
~·-

deposits must accompany the appU.c:ation forrr. for r.egistratiori 

'\ 

' \ 
\ 

to the Director of :i:nsurance in the Federal Minif'>~ y of '-:e'i.nance. 
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/ 
!f registered, the J.nsurer may get a fifty percent refund 

of the initial d,~posH: to enable him have r.mough l:l..quid 

cash to operate the business. On the other hanë;, the whole 

money deposited is re:funded i:f the application is not 

,:, granted. 

Ar>.other reason why the 1976 Insuranc:e DeCrE·!e has been 

descr.i;bed as r.evolutionw:y was that for the first time, the 

activities of insur:ancu 5.nterrnediarj.es i.e. brokers, agents, 

and lo~s <;tdjusters were brought ûnde.r strict gove.rnment 

survellance as they were required to paya registration fee 

before a lic~nce is i$sued, a~d renewed annually. Further-

·> 

more, the le9isla-è.ion stipulatec1 the maximum comm:tssion and 

broke.cage payable -i:o the agents and brokers, and all direct 

insurers were bounà to aàopt the regulated prernium rates. 
35 

What is more, the legislation introè!uced th<? compulsory 

insurance of imports with infiiurers registered in Nigeria. 

All these measures are considered to be innovations that 

depa:ct :from the normal patte.rn of fé.shion.in9 Niger.tan insurance 

laws after Britlsh models. It is pertinent to not.a that 

gove,:nment direct participation in "t.ht~ indu·3try wi11 not 

ensure a keen. c.cinpHtition fox· business amon9s~ the various 

fïrms, for example, in the Nigerian market, thrt Na·l:ional 

In~u.t.~anci;: Corpo.ï:'atlon w,üch has a monopoly cf govcl:nment 

bùsinesr,; controlled 33.,.17 percent of the indus·try Gross 

Prem.ium Income as at 1987, 
36 

thus placing i tself in a com

forteble position against otber competitcrs (see tnble VII). 
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The uncompetitive nature of the Nigerien insurance 

market has b~~n criticised and compared with the more open 

policics operative in Britain. tet, events within the 

industry has $hown that since the promulgation of the 1976 

Insurance Peeree, sanity has returned to the market and a 

sounô mode of pt"ofestJional conduct has also been eatablisher:d,. 

·Althot,1gh, the decree like any man .. made lawir has its own· 

short,..c::.ominga.t ~uch as uno.er ... capitali21ation of insu.rance 

companiê~, the government should be praiee" ior its fore• 
·;1_. 

sight ang com:.·sge in promulgating and implernenting the 

provisions of tne legislat:ton. 

~he ne~t etage of goveimment regulation was how to 

curb. excessive outflow of foreign exchange w ove.reeas 

reinsuranee markets.., Any insurance market must be bac::ked

up with local fecilities for reinsurance so as to provide 

a sol.id f1nancial background and other associated profess10 .. 

nal services for the insurance companies operating within 

t:.he market. Furthermo.re, reinsw:-ence companies stand as 

evidence of guaranteeing a reasonable degree of safety and 

confidence to the policyholder who is assured of :ready 

iunds to indernnify him whenever the insurance company i+9Jn 

which he h~s bought a policy goes itito liquidation or is 

starved of funds in the payment of compensations for a 

catastrophic loss~ Also, reinsurance rnakes it p0S$1b1e 

for the geograp.hical spread of riaks such that the liabili• 
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ties of thè direct insurer are not heavily concentrated in 

one region or location. Furthermore, reinsurance enables 

d:i.rect :tnsurers to underwri te large risks which hitherto 

they would not have been able to accept. 37 

FlRST.25 LARGEST DIRECT INSURANCE COMPANIES IN NIGERIA 

BASED ON. THE 1987 GROSS PREMIUM J:NCOME 

S/No .. .lnsurance Company 

National Insurance Corpora~ 
tion of Nigeria 

The United Nigeria Insuranee 
Company Limited 

Amcrican International 
. ·1nsurance Company Limited 

Royal Exchange Assurance 
Company Limited 

The Lion ef Africa Insurance 
éompany Limited 

Great Nigeria Insurance 
Company l.,j.mi ted 

Guinea !nsuranèe Company 
i,,imited 

"rhe Niger Insurance Company 
;t.irnited 

Phoenix of Nigeria Insurance 
Company Limi tcd 

Law Union and Rock Insurance 
Company ~imited 

Gross 
Premium 
:tncorne 
(.N 'M) 

65.0 

36 .. 3 

,Percen tage 
Share of 
The Market 

· GP:C --
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S/No;. 

12. 

22. 

23. 

10S 

Sun Insurance ôfficer 
(Niq~t'ia) timitad 

N.~.:.r.1,, In:tiu.ranca Comparry 
Lirr..ttl!!d 

The universal lnsurance 
Çompany Li;nited 

Afric~1 AJ.l isnc~ Inauranca 
Company 

Br.5. tisH-.Ame.rican Insurance 
Company I,imited 

crusader. rnsurance Com;;:,;;iny 
Litiited 

P.rea tige, Assurance Company 
Limited 

Leadway /.\or:3suranc:e Company 
Limited 

Lagos St.ate i1.sauz:um:~ Comp&ny 
Limited 

Tbe 1-1i9erian Gene.i.· al Insu.r:ance 
Co.rcp.;:111y Lilttited 

l'"'i;r:e• I::qui·l;.y and. Gent1ral 
Insurance Company Limited 

Un:i.ùy t,1fe an(l f'i:r.e !nsu:rance 
Compa11.~ Litnited 

Tl.:.e Go.tc~way :i:nsurï::lnce Company 
i..imS. i:.qd 

?4.. -,ll'nicable Assui:ance Company 
l..td,. 

as. Kapital Insurance Company 
Limited 

Gross Percentage 
J?reroium Share of 
Income Th~ Market. 
(N •M) GPI -

20~9 2~20 

20.2 2 .12 

19.01 2 .. 00 

18-.7 1.97 

17 .. 83 1,.88 

11.ao 1.87 

16.2 1 .. 10 

12~1 1 • .33 

a.a 0.92 

7.7 o.a1 

'1.3 o.?6 

1.-0 o.·;3 

6.2 o.65 

5~5 0.57 

s.1i o.s4 
Source of Data.;, 1. Rese.arch and. Development - Nigeria Re, 

L,;;.go.e~ 

2, Nigeria Insu~anae îeer Book 19881 
P• 192. 
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Notes, 1• No. 'J,4 operate<l life business only wnile 
Nq~~ 9, '10, 11, '1'7, 19, 21 ;:~1d 25 ope.l"'.at:(?d 
non~life l:.itwi.neas onlyi. 'I'he rest are 
1".;;om1-::o:1.i te cempe:ni~::-;., Arn.i.cal:il f.~ J.ssu.r.tITTC,;: 
Company start.ed 11.fe business in 1987. 

2., :I:hesc1 25 lm:gest: cmmpmiier, con.~·Ql about 
90~9% of the niarif·.et gro$:,; preT.!Üum income. 

cf'lll~d fo!c· th<!: ~.stablit:h1:"!tmt of e Nat;f,(>naJ. Re:tnsurance 

Corpur·at.ion in 1..967, 38. (See full text of let.ter in ,;ppes"1.dix 

1) but i:he Govet'nment only promised to lù<.•k .trdio th,1 i&slle 

and thi:-,; wà.s not èone until 1.97? when the det:r,"3e ~stablisM.ng 

39 the l•J:'~geria Re.:i.nsurance Co.rp(.>t,:d:1ot~~o:'f« . .i:i pr-omùlgated,. 'rhe 
----·. 

compeny i.r. emr,iowe.r.~d 11 to operate 1:1s a p,:ofessional re1nsurer 

•within end outsidei Niger la~ and i:o carry on all classes of 

'*"e:Lnt;\.l.!:ance business, including 11:F.<~ insurance end .reinsuranc:e 

e.gainst loss of any kind arising f.rom an.y risk or contingency 

in respéct of ~ny ·1,1at:œr whatsocvi?.Jt,.n40 Othe.:: objectives of 

the Côrporation include the avoidnnce of "wasteful snd cles'!'9 

tructive compet.ition and to create a focal point for th";! 

· collection of me2:kw~ wtati.stics; ono to pr.ovide training 

ex.pertiselP., 41 iJ:'he corporation accepta twent.y percent cotnpul

sory treaty cedëd to it by ,"!Ill di:cect. insurers. opernting in 

tbe Nlgeri;;m m~ket. In addition; the corporation serves as 
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an acceptance house for the five percent treaties of direct 

insurers due to the Africa Reinsurance Corporation. furtheJ;

more, the Corporation; accepts ten percent of each treaty 

42 ceded to the Third World Pool which it manages. The 

table below shows that as at 1987; a total of five .reinsu

rance companies were operating in Nigeria. 

TABLE V.II.I a LIST OF REG!STERED REINSURANCE COMPANIES 

OFERATING IN NIGERIA AS AT 31.Sœ DECEMBER;1986 

Nos. TYPE or 
OWNERSHIP 

YEAR OF 
INCORl?ORA'l'ION 

4. 

African'Reinsurance 
Corporation 

Continental Reinsu
rance co. Ltd. 

Globe Reinsurance 
co.:_ Lt,d., 

Nigeria Reinsurance 
Corporation 

Universe Reinsu
rance co. Ltd. 

Totai ·• 5 

Joint (O.A.U • 
& A.n.s.> 

I?rivate 
indigenous 

Private 
indigenous 

Federal 
Uovt. of Nig. 

Private 
indigenous 

Source, Nigeria Insurance Year Book 1988. 

1978 

1985 

1987 

1976 

1983 

Notesa 1. O.A.u,. - O.r:ganisational of Afric::an Unity.

~frican Development aank 

The discussion thus far, has made it clear that the 

Nigerian Government intervened in the operations of the 

insurance industry because of the need to effectively super-

j 
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brokera* agents end all those who direetly or indirectly 

deal in ins1.u:$."lce busines1:J• 'I'his ciesire led to the passing 

of variotià l.lï?:gislati.ons between 1961 and 1977"' As indica

ted above• eome of the legislations enabled. the government. 

to esteblish tough and effective control ove.r the activiw 

the body chàrged With the re:sponsibil.ity of supe.rvising 

in the Nit1er .i.en mark.et. 'J?his is nocessary because governm,imt 

eon:t;t:ol maasux:es are not lik:ely to aeh.teve t!'J,eir objectives• 

unleHs t;hcrF.J is an effec'tivti sup~rVif;;o.ry body whos~ aim it 

aasea on tne advice anei report of Pr• it., Re1c:hel•4J 

an l:naurance Division waa c1:eated ~n the Federlll Mini$try 

of !mplernè.ilting the pl'I'ov.lsions of the Imaurance A<::t 1961 

and the :rnsurence (Misclf.1llaneous) P.rov-1sion.s Act 19641 bui: 

due to the va.rioU$ l.oophol.es co~tained in the Acts1 i.t bet:ame 
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Vi.r.tticlly it1por~sibl(~_ for the llêWly éret\ted Ins.ura.'lce 

.Pivi.sion to _contro1 the Ifü:.urance. op~rat.0r5 in th/$: market., 

At :tnception; the !nnurance 1'1vif.d.on was heuded by a. superin .... 

tendent of !nnuranèe, arasistod in thl? dischêr.ge of his 

dutie~ by a Deputy suporirJtcnde.:nt; end a hof}t oi: oth~r· jwlio.r 

administrutive Btaff. 

to that of a tniroctor• end the division to a •i)epartmènt•,. 

It was then tnoved to the Feàetal Minis try of 1·1na-nc:e in 

'19791 f,;:,llôtling the .t'ècognitioo .:;,f ir,sut·ance companies as 

nor, .. banking iinancial institut.ions.. The Director c.f Insuranc:e 

waa now better placed to im~lement government policies as 

t:hey affec:ted the insu.rance industry. ae ensured that no 

iMJurer b.t·oker o.i::- agent started operating in the market before 

being prope1:ly r~gistered and duly licensad. In fact thë 

authOJ:iela.ilon to t.r~nsact insun1.nce .business .ia en "•• • indii; ... 

pGnsable ps:e-.requisite Q-f: insu.cemce supervision. By applyinç; 

for a li.een.ce the insurance company places i.tself undet' i11su ... 

rance supervision and becomes bound to observe the rules and 

44 .regulations goverriing the local insuranc:e merket." 

8y prêventing non.licenaed insurero from operating in 

t.~e Nigeria mat'ket1 the Dir~ctor of Insurance secures fair 

and equal terms of competition for <lll il'lsurers transac::ting 

business in the market. Many factors are considered before 

an insurer is issued a licencè to operate in the market. 
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Among them are :f.i..rUtt the competency and trustworthi:ness 

o:fI the insure.r, aeçond, the ability of the in.surer to 

impt·ove the m~rket by introàucing new and improved pol icy 

through sound competition and hy creating higher retention 

cap~ci t.y, ôJ:." whethe.r the new imsurer Will tend to harm a 

market al.ro-e.dy overburdeneà by t..oo latge a numbel.' of rela

tively weak insu.rance concerm'l.,1145 

Anothe~ means by ~hich the Ptrector of Insurance 

controls th~ market is by e!'1suririg that at any 9iven point 

reservm:t,; financecl by the com1,any• s regular portfolio1' ineoma, 

are 1.aufficinnt {:o cov~.J.r. all t.t~s presumtiblc in:iurance liabili·• 

tiiJs, Hi thout any :i.ntiaz:ferenc~: fr:om outside, that is from 
4i 

share <:apital and ot~er p.rivate funds. 0 Put in an other: 

form, '"solvcncy .is the result of .a sound pox:·tfolio based on 

~st:i.::ong t.ar.iffs r;,roducing enouçh monoy t.o rneet all claims and 
' :: ., . 

'l'hirô:, the Di.tec:to:i:· of Insur,:mc.e is empower~ i;ry law 

companies. This is very necessary when we talk abou·t the 

transaction of long terra and compulzory i.nsurance business. 

such as life end pensions, workmon comp~naation, motor, etc. 

~he conb:'olling authority must ensure ~1at the companies do 

not apply un.reai::,onable tariffs that. rnay lead to insolv~ncy• 
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Furthermore, the controlling euthority must ensure that 

the terms and woràings of propos el f ot~ms and policiez are 

cJ.ear.· cnm.19:-1 s..1ch thut 'the proposer. wil.l not be place.id at 

r···::c"""' / .. ',., 1·hn p...,d..,,,.,..,.,, •t.: .. , .... 11 ..... J...:tt ..... ~-- ~ .... ~6,,iQ.,l. Govornmen t promul9 atect the Insuranco 

Decr.eû 1987 to (;1n:fo.rcc the prepn.:-:e:1:ion of: clear and unarnhi

gous wordtn9s of: pr.cpooal f.'orms and pc1.icy covers by 

'I'o aid the i)irecto.t· of Insu.rance in the dS.scharge of 

::mbmit an;rurnl st;sti.st.ir.:al rcturns t.o hi.:i of ficn., Sucn 

:st.,'l:.::tst:tc~ must .~cnt!)in vi tnl inforrnatir.m 3'.lch as the gross 

pramJ.ums w.r.H::ten, tho gross cl.eims paid 1 and the resul ts of 

c:eded r.a1nsur1:mco, all. thrtse mu5t bo ô.t:;t5.natl!! .shown on the 

~turns he~.ng lilt3de. This ~.s ncceB$~~Y, becziuso not only 

cont~olling indit.ri.01,ml companit'ls, bui: also f:or computing s. 

guiding tl'lê gov-er.nment :\.nsurance policy, as we'.l.l as for 

supervising ~y gl ven company by comparing i ts resul ts wi th 

the average result.s of' th~ entire maz-ket.o49 

on the issue of personnel, the D1rector• ensures that 

only qualif'ied Wlti competent. professionals erè appoin.ted to 

head or fîH:U:lag<! the &ff airs of registered insut·ance comparu.es 

.o.nd broker-age firms.. Jto1: thti purpose of clarit.y the ac:cepted 

professionel qualifications are the l>iploma of the Chartered 

Insurance Institute of Londqn (A.c.1.1.> or that of the 
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Chartered !nsurance Brokcrs (A.c.r.a.) Institute of London. 

Also; all in$urance exeeutives must be morelly capable as 

they aro expected to have and mainta:1.n a crime free history. 

rurthermo~e, the Pirector of Insurance monitors tne 

invest.ible funds generated thr:ough insurance and reinsurance. 

I·b is his duty to ensure that such funds are channelled into 

the p1~escribec1 $ac tors of the economy .... 

For the effective discharge Qf its duties, the Insurance 

Department is divided into units. ~ho Administrative Unit 

seea to the effective .running of the Department on a day to 

day basis. The Audit and .Actuary Unit is reoponsible for 

aucliting the final accounts submitted by the companies and 

brokors, and also for analysing ond rnaking projections from 

the statistics c9mp1led by the Departrnent. The Inspectorate 

Unit is charged with the responsibilit:.y of inspecting 

documents submitted and making necessary comments on such 

documents. Sincè the Dapartment is empowered to ontertain 

compl~int~ aga:i.nst insurers from Jnembers of the public, and 

from insurers against brokers anâ agents, the inspectorate 

unit also conducto p.roper investigetions into such complaints 

and makf1 recommendstions to the Oirector of Insurance on the 

steps to be takeri. However, it roust be pointed out. that the 

inspector.s seldom carry out physical end on-the•spot inspection 

of eompanies, brokers and ngents. Where this is ~splutely 

necessary; the consent of the Director must be sought and 
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obtained before ~uch an inspection is eonducted. 

SFFEC'l1S OF GOVERNM!i.NT l?OLICI&S ON 'l'HE 
NIGERIAN INSURANCE INDUS1'RY 

The state.o'f: the insurance market e$ at 1960 haG been 

·. fully ct!scussed ebove and f~om it, one can clearly aee 

that it was absolutely necessary for: the_ govermnent to 

regulate the market 1n order to restore sanity, financial 

pt'udenc:e., ènd sound underw.riting P17ocedures• 'l'o a very 

la~ge.extent, one would not be wrong to say that the gove~

roent has su<:èeeded in achieving th1$ aim, but this task w·as 

not aceomplished until after the promulgation of the Insu.rance 

Decree of 19'76. The various criticisms of this law notwith ... 

standing, it was aclequat.e to meet the challenges and require-

i'he var:.iou~ legialations enume1:at.ed above made 1 t 

poosible :fo.t'. government to mord. tor the investment of insu

.ra.ne.a fund~ :i.n the liii;;:cria.'l ec:onomy, and als-o to restric:t 

L"'lGu1::anc.H bu.sifiësl]. Government policy has also ensured the 

eradicàticm of ;;i1~n with doubt.:ful !nteg.rity from operating 

insurencê business in Nigeria ~nd at the same time ensuring 

as muches poseible that only men and women who are trans ... 

pàr.ently honest and profeasionally qualified are allowed to 

practj.~f::l insuranee as a profeseional career in Nigeria. 
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J\1so 1 the indu::.try h<o1.s now gained a greater degree of 

cr.edihi1it;t and trustworthinesa wi th the cancellation of the 

licen.ses ~f compan3.es con_s:i.dered unviable. This action 

served aa a not.e of warning for any insuranco cornpany that 

hed the i.ntent.ion of cheating its clients. Indeed; govern

men'l~ regul.ation of the insurance induetry has been a great 

1'le~.H3ing and a step in the right:. direction because 0 apart fro1n 

.fJ.ushing out the unscrup.ulous ins~e.rs, the various government 

polic.ie& have ,~ucceoded in enle.rging the scope of: the, i.11erkG:t 

by increasing the cl asses of risks unck-:i-wt·t t:.:l:1;.1n • •1 SO 

Anothe~ noticeable effect of government participation 

in the insurance business is that it haa· helped to a very 

ler;ge extent to ~educe unemployment in the country. 

Howav,~rt it i.s th~ general concensus of (nost. ernployees 

in ·the pr..ivate i<Sector. of the insurance industry t.hat government 

di.t·~ct pa.rtictpat.ion in the market haa led to an absolute 

mcncpol.y of gover.nment insurable .risk:s by the government owned 

ècmpanie$1e :rt. hes bc~n argued that "government has1 and is 

s·till. m~1opolizing i ta insureble risks by legislating that 

only t:lw, Nat,.onal !mn.u:ance Corporation should underwri te 

governm~nt r,u5in~ssf051 and '*this has led to a situation where 

com~tition for busineAs amon93t the various insurance compan:S.es 

ia not k~en since they have a limited market to covern.52 

Cbir.i.ouslyt. i;:his situation bas not helped the industry, .ra.the.r 

the mer.·ke. 't has retained i ts oligopo11st1c structure Which was 
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'l'he decision of the government to participate directly 

in the market ha:J led some scholar.s
53 

~o ques-.·è:ion the xationale 

behind state participation in sub--nectors of the economy 

thai; is generally believsd to be an exclusive preserve of 

priYaite busine:~s en t.r.epreneurs,., 'l'h1l3 is part.icularly true 

of the Nigerian dituation and that of the othe.r African 

cour.trics where ;.t ha$ been persistently argued that govern

ment should c~:l.roct i tr. 1mm resourcez to p.r.oviding tother 

social amen:l tics fc,r the people.. S:i.nce econornic policies 

are not otatic,. the issue of govcrnmcmt di.l:·ect participation 

in th~3 indu:::try dcpends on thE", poli tic.:11 anè, econornic 

philosophy o;f the govérnment 5.n power.. Henc.t~, the present 

Nigerir;n Govornment 54 has d.;,cided to seel ofr' its shares 

in all insurané.:-: companies wher<::i it has ;lnterests to the 

public, anà also commercialize the National Insuranc:e Corpo

ration of Nigeria. From what bas beetl. discussed so far; it 

woultl seem that inspite of its limited resources the super

visory and policy implementation organ of the insurance indus~ 

try as established by the gove.rnment has performed its 9uties 

satisfactorily and is striving hard to improve on its services. 

Aside from the above, gove.rnment policy has also succeeded 

in creating a localized insurance market in the country, 

this in essence means that the dominance of the market by 

:foreign insu.rance concerns has been completely erased..;. (See 

Table IX on thé next page). 
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Nos. Type of ownership '.t'otai 
Number ~ 

1. i?J:iva.te incligenous 61 62.2 

2 .. Wholly $tat.e Gove.tnment 10 10~0 

3@1 Whqlly Fede.ral Government 3 3.3 

4. J'oint. owne.rship 24 24.,s 

GRAND TOTAL 98 100.0 
-

Sourcet (a) _Nigerie.zi .• Iusu,ra.nce. Y~ar .. aoca,~. l.~ 

(b) Fêderal Ministry of Fin.ance and Economie 
Development, Insurance Department, !koyi. 

n,teea ~ (i)' Joint Ownership represent companias jointly 
owned by private individuals and foreign 
partners, or State Government, foreignerst 
priva.te indiv1dual·s and the l''ederal 
aovernmen t. 

(11) Foreign participation limited to 40%; • 
!ndigenisation Decree '1977. 

TABLE X:i lNSURANC.E BROKERS AND LOSS ADJU5'l'ER$ Ol?ERA'I'ING 
IN NIGERIA AS AT 30TH NOVEMBER 1988 

'l'O'l'AL 
NOS .•. '3:lrl?E OF 0.-JNERSHIF NUMBI::R 

,~ Fed~rel Government and Foreigners '1 

2411 State Gii>Vernments 2 

3. I?rivate rnd1genous and Foreigners 14 

4. Privato Indigenous 161 

GRAND 'J.'O'l'AL 184 

Source; Nigerian :rn"suranc:e Yèar Book ·1988 

1 
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adventeges (already discussed above); yet 1.t has its own 

J;>y Vé:.ir:ious scholarsA!I From the tone o:f most of the works, 

it wou:ld seem the.t localization of thE: in.suranco industry 

in Nigt~ria is assoèiated with several negat:tve ef:fectf>"' 

For ex:àmple, it has been argued that localiiüatioo hee led to 

an unp:.recedenteel .rise 1n p.rentlum ratei1; this is :tntrinsically 

link.ed to the need for insurers operating in the Nigerian 

market to buy r:einsurance cover abroacè. and at the same tirne 

eope with high management e&pen$es. ~he table belcw suros up 

the point being made here. -

.IJ?bBLE x.,:ts 

Ii'ntîPOR\L'ICIS>I OF DISEUR.SEMENT ON I.NSUR!,NCE . ~~ 

TO 'l'O'l'AL DIS.BURStME:N'I' ON SERVICES POR 
1975 ... '1979 AND 19B3 

~ ......... 

TOTAL DISBURSEMENTS DISBURSEMENT PROPORTION OF 
YEAR ON SBRVIC:SS (A) ON I1'mtm..l\NC$ <a> 'J;O (A) 

. (B) 

1975 

1 
568 .. 3 s.1 o.9 

'19"1.S 1982 ... 4 

1 
a.o o.s 

19"/7 1 1,797.2 10,.3 o.e, 

1s-1e 221.2.3 1411!5 0.1 

1.919 2995.3 42-.0 1.4 

'1983 3602.6 64.0 1.a 
"-

Source: ~eàet"al Office of Statisties, Lagos.,. 

Notes, ( 1) All f;J.guràs are given in H ë;lild in milJ.:i.ons. 

From the ttbove, one can see that .before the establish

ment of the N.igerian Reinsurance Corporation in '1977t the 
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amount of foreign eurrenèy disbursed on insurance services 

war. low~r than what wz;.s ·disbursed two y~ars a:fter the cor• 

po.ration was establishecl. end even up till 1983. This deve• 

lopmen t:. has debunked the argumen" tha t. the loca3.izat.ion. of 

:l;he ir,su.rence ind.uatry and the establl.shm<mt of a l.ocàl 

Reinsu.r:ance Co;i:pocation will iitop the heavy out,:low ot narà-

·: '.earned foreign currency for insu.rance enà reinsurance pur• 

en a fin.al note, it .. has been observed that "whether 

or not. gove.rnmontal control and intervention in the lnsu.:,J.m;e 

inst.it.utiôn~ u,i fulfil:a: it:s proper rolet and whether the 

con-trol f.~ eire acfr:quate or. imper:fect, th<?y at least, have 

(their) meriti~ •-t• and are c:epable of periodic improvement 

anc! e<le.pt:at1on.n$S What is more, the numerical strength of 

the 1ndi!st.ry and the volume of busir;.c~s ,-:ri tt~n (as can be 

seen frcnn earlier tel>les) have placed tho Nigerian m~ket 

topmost in the West hfcican regicn anë Africa as a wholè. 
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JNSURANCE l:NDUS'l1RY PARTJ:C~PA'l'ION_ IN I1'i!OUSTRIAL 
AND C0!1MERC.IAL DEVEI.OPMEN'l' OI? ~IGEiiU:A 1969•1986 

.. For any ac::onomy to ~,row and develop, it is nec::essary 

for all 1ts sectors and sub-sectors to contribute the!r own . ' \ . ' 

quota to the developmental proc:ess. It. is against this 

bàckground that we shall examine the impact off the insuran~e 

indust.1:y on the socio-commerctal.and .indµstri..:1l development 
, .. 

of the Niç;rerian. econom)!,. using aggregated statistical data 

in support of our analysis. 
') 1 

Various·iterns make up the insut>~cè fund; theso are 
,· 

_premiums, ... statut;:oey depos!.ts Ot' . . patct ... u~; ;t;:q.tSib1l • retuJr[OS 

on investments, profits and miscellane'Ç>,ûl'.rec~ipts. However, 
',. 

iQ tbis. work:,. we shall .U.mit our di.scü:;1stQn of the f:und to 

the premiums. collected by ins1.irance corrip~riies. ·f rom 1969 

to '1906. 'fuis is bec::au.se, of all the.cons~ituent parts 

of the insurance fund~ aiready ment1oned,·· .. tœ. figures for 
0 - • 

gross premiums collected from the insuring puql.1.c during tha 

perio~ under consideration can easily ~ computed without 

attracting èritic;isms from ott:.er scholècs, and pracUtioners. 

lnsurance companies full into .tht'eé.mai~ categories; 

long term businesst short term buPinesst and those that transact 
'., ,\ ' 

both long, and zhort;-tarm businessas •.. Hore spccifically, 

life insurers fall under the first category, while genaral 

or nr.m-l:Lfe .insure.r:s fall into the secqnd category. 'l'he 

tnird category 1s rnade-up of companies that trnnsact life 

CODESRIA
-LI

BRARY



125 

:.1nd non-life busi'nesses~ Life innurers élCCumulate vast surns 

of monéy by salling l~fe policies and as previously explained, 

, · one major feature of all life policies is the provision of 

security for ,the owne.r of· the po~;lcy while alive as well as 
~. ··, 

guar~iitee~ng financial s·~ability for the beneficiaries of 

the pc,licy, if the.life insured dies before the maturity date 

stated on the policy. On the oth2r hand, non-life or general 

i~surers ·also gerierate vast sums of mone~ on a short-term 

basis by providing policy-covers for motor, marine, aviation, 

fire, _engineering, employers liability, contractors-all-risks, 

accident and miscellaneous insurances. (See the tables on 

the next, pages for amount of premium collected by life and 

non-life insurers from 1969 to 1986)• 

While table XII shows the total amount colle~ted as 

premiums before the promulgatio~ of the 1976 tnsurance Decree, 

table XIII shows the arnount collected as premiums after the 

promulgation of the Decreee 'l'he tables and diagrams justify 

the observation that ·the Insuranc:e .Decree ~f 1976 has had a 

great and sustainable impact on. the l\ligerian insurance market 

because the premium collected before. 1976 was nothing 
. ' 

substantial. Sut after that year the sit:uatton improved 

because amount of, premiums collect.ed rose. f'.i:om N:l.23 million 

in 1975 to about :i714 million 1n 1986. i?rom these f'igures, 

one can predict that with a stable socio-poU.tical climate 

and a he,;1lthy economy, gr.-oss premiums collected will hit the 

N1 billion mark in 1990 or aven before then. 
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TABLE XIIt. GROSS PRZ.MIUH INCOM~ OF INSURANCf; COI4P ANJ:J;;S :tN .NIGsruA 
- BY CLA$S OF sus:rr~s 1969=1976 H• .... '. -- -

{%) -
CA'l'EGORY CF BUSINESS 1969 1970 1971 197.2 1973 'l9.7tl, 1975 1916 - '"t'.I .,....,,. 111:lri ... -
NON~LDF'E 60.1 66.1 59.0 67.8 6fi .. 4 65«.0 79.2 81.-7 

L.IF.f; 

Source:; 

Notes: 

39-.9 33 .. 9 41 .. 0 32.e.2 3'l-o6 351!>0 20»8 18.3 

(i.) :.tnsura.m:e Departm~nt.,. F~dera.l. Mlnistry of Fimmcc, .Ikoyi,. !,agos .. 

(i) The above figures .represent premiU.'1lS for direct business ônd 

reinsurances accepted. 

(ii) i'Jon-life premiur:.s include those collec·ted from :fire., accident., 

motor vGhicle, employers 15.abili.t.y, :rna.rin,e, av:i.L'ltlon and 

miscellaneous in;;;urar11::C?. businesnes. 

(iii) - .l:'.igures comrerted iritp percentl'l.fiOS' hy t.hc- present a.utn,o.i:. 
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Til.BLE XUJ:: 

CAT1:;GOR'.l 

NON-LIFE 

GROSS l?REMJ:UM .INCOME OF INSURANCE COi"lPANI.E:S J:U NIGERIA 
BY CLASS OF BUSlN.~S 1977-1.9$6 

m 
OF BUS.INES.S 1977 1978 1979 1980 198'1 1982 - ,1.,_..._ ,-u• ,......_......~. 

82.S 82.4 81.3 79.i) 78.8 79.9 - 41.l.)~ 

Ln'E 17.5 l'l.6 1s.·J 21 .. 0 21.2 20.1 

1933 1984 19'85 1986 -- . -........-..-~ 
75.6 74.1 12.1 73 .. 2 

24.4 25.9 27.3 26 .. 8 

(i) Insurance JJepartment, f'ede:cal Hir:d.str~/ or Pinance. Ikoyi 5 Lagos. 

Cii) jU5ile,rial';, Ill,? ... 1.!.J;·filCe Ye.::ir Boo.!f.., 1988. 

Notes: Ci) See table XII~ 
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DIAGRAM .II: GPI OF INSURANCE COft1PANIES IN NIGERIA 197"1- 1986 

NON- LIFE 

UFE 

o+-'-""-L-..__....L.ê:;__c=L--...L..C......L____.L--..Lt...J.:...L---J-"'--'-'---L..--1c:-L--'---'--L..&--'-----'----i'-ol..-..L...._.;;i._l.L.(:..L---'---'l:.-L.L.-~ 
f980 1978 1979 l~l 1982 1983 1984 1985 1986 

source: Table xrrr 
.. -. ., ....___. Tl ME -· P ER 1 00 
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One notice~ that whilë non-life prem1ums rose from 

60.1% in 1969 to 81.7% in 1976, premiums collec~d f~om 

life ... bupine.ss declined from 39.97' in 1.969 to 18.3% in 1976. 

'J.'he éon tinuou:l increase in the pr.·emiums from non-lif'e 

business can be nttribu·~ed to tne booming economi<: and 

favourable business clima.t.e whidh Nigeria enjoyed during the 

period. Purther.more, due to the ahove reason, the economy 

witnessed a .substantial inflow of f'oreign capital for 

imrestment purposes. 'l'he declirie in life-:businesa during 

this period èan be ~ttributed to the unpopularity o, thia 
.::,_.,, 

'{-''·,·· 

class of. _in::.'1.l:i'a,qce -:âmql\gst. ~+go.tians ç1nd the non-aggressive 
·-·'/.\ .~ .. ·-. . .. :.;_,,.. -~ . ·:~·}?t> ' . . 

marketing posture adopted by the insu.i;:ance companies.. It 

sl.,lff'ices to say here that.the v~i;:4ous insurance com.panies 
:·:·-:.••1: 

we,re contented with concentrating tu.o..re iri tha transactions of 

compulsory insurance business such as mqtor, empio;re.rs • 

liability 1,- marine and êi"v"iatii:>n, and other classes of business 

which by their nature a prudent businGsstnan or ;i.nvesto.r must 

want to purchase. 

From 1977-, premj.ums collectl!ld from non-life 'business 

started declining. '.l'.'he reasons for this are not fa.i:-fetched. 

The Nigerian Bn.terpris~s Promotion Dcc:i.eè (t977) pro:v,i.ded for: 

the Nigerianization of roany businesses, this led to the 

withdrawal and in !Jome eu.ses th<~ stoppa.ge of foi;eign capital 

into, the Nigerian economy. Also, the ~conorny stàrted showing 

s:tgns of low business and inves'l:ment acti Vi ties as a ,:Gsult 

of the global economic recession. 'rhe over-all .effècts of 

these dovelopmcnts on the insurunce industry was the l9w 
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business ftjtiùnos as Hi;la r.e.corded in the transactions of 
/ ·' . 

non-life btisiriass. 

Howevor& from 1977 life ... business :3tru.·ted to pick up 

with a total p.remium collection of 17.5% in thut year: 

marginal, yat it must .be mentioned that it was due to a 

1.·ealising that premiums f.rom non-life business were on the 

declinet adopted a very a9gressive policy of selling .life 

polic.1.es and la.unching CE\.[l\paigns to educate the populace 

about thé importance of life insurance policies~· Pe:;hapa,• 

it should be ment!onecl hera that the amount avnilabl~ for 

investment by insuranc:e compan:Les depends on the amount of 

preroiums collected by them. (See tables XVIII and.Y.IX). 
' ' ···,. ,, 

:tn discussing the contributions of the insu.t·ance lndustry 

to the economic dsvelopment of Nigeria,' we snalJ..first 

· examine the applioabili ty of Keynesien invèst.'ilc:Ù}.t. :theory, 

&nd the legal framework governing the investment .of in~.trl.lnce 
... 

funds in Nigeria. :tt is important to point out. -.ai: .this 

stage that by inveotment we rnean the cr.e;.1tion of: riow assets 

that can ge.nerate o.r create income and employment $Uch as 

the construction of a new factor-y and ztrictly speaking, 

:!.t does not represent the purchase of exioting arise.ts. suc:h 

. . . . 2 
as pàper securities 1.e. bonds, debentures, equ!ties etc. 

'.Che question now ia what determinea the investment behaviour 

of firms? 
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According ·toKeynec, private business invest!Ilent is 

undert.:iken if only i·!: is expectmi to yield a retl.l.1."11 to the 

investor .. In other wo.rds, the rate of intere~t prevniling 

in ttie:i investtntmt raarket h,Ù, 1 and will continue, t9 

dctermine tl1e amount o:Œ :iunds to be imrestcd by a business 

liquid resouro:es ëWail.able for i1Wtlstm~nt will usually have 

ona important alternat:iv,a to investin.g his money in new 

capital aquipment. It, tneref'ore, f'ollows that if private 

business investment is to l:ie undertaken in an cconomy; not 

only musi;. the investor expect to earr& a money return from it, 

such return must itself be somewhat greater than the retUJ:n 

tho investor could obtain if he were to buy exieting bonds. 

At the ver:y least, the retùrn muot slightly excee .. d the rate 

of interest on fixed-intereirt securit.ieso 
3 

Thus, in Keyncsian 

theory 1 the inducement to invest d~pends on the r~tw:n from 
. 4 

assots - the mëirginal ef:fïcioncy of capital, on the ._(~Ù\e. 

hand, and the rate of inta.rest on thQ othe.r. on the whole 

nccording to Keynes, it is undesirable to include. expoçtations 

5 of profits as this is not certain and stable. ;'tt is only 

suftice to state hcre that -this tneory in. its pw:c.forç:i 

cannot be ~mployed to study the investi11ent behaviour of 

insut·ance companies in Nig1.:ria becausc the th~ory illplies that 

all investrnent responds to the same influences. 

On the other hand, 1•1i th little modificaticm, the 

Keynesiqn theory can help us understand better,, the investment 

behaviour of insuranc.e companiea in Nigeria. Since after the 
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enunciationof the theory in th~ 1930s, economists have come 

to agree that thare are two main eloments in invêstments, 

namely the autonomous and induced invcstmento. Autonomous 

!nvestment is de.fined to include long range investmont in 

houses, social, infrastructures und projects that are intended 

to introduce major innovation. And induced investmont is 

defined as investment in both fixed assa:t.s tmd in securities 

i.e. stocks, bonds, shares, etc. which are required :·t:;> .. ~nable 

the economy to produce a biggar output as aggrcgote ·d~~?~·rtd · 
rises. 

6 

J\t this point, the focus of our discussion will be 

shifted to examining t.he legal framework that governs the 

investrnent of insu.rance funds in Nigeria. Ouring the colonial 

era, there was no legislation governing the investment of 

:tnsuranc::e funds in Nigeria, as the market was dorainated by 

f.oreign insu.rance companias tha.t ware mainly interostod in 

the repatriation of profits to their home countries for 

investment in i:heir national eaonqmies and cu:pe.nsion of their 

home offices. But with the attairnnent. of :i.ndependence1 the 

fi.rst indigenous insurance legislation was enacted in 19619 

This Act made no provision fo~ compulsory investment of 

monies collectE.:d l:>y insurance conapanies in the country at 

that time, it merely obliged insurers.to invest only 3% of 

th i. - . t . ~·,1 • 7 e r proz:i.. s 1.:n n.:i.ger.1.a .. 

Pr.ovisions) Act provided t:hat all insurers transacting 

non-life businoss ::.ü10u.::.d own °Nigarian investment,.q 11 not less 

than 40% of the total premiums colJ.ected on non-life local 

risks. Also, life insurera were t·equired to :tnvest the 
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whole proportion of premium collected on local lif e risi: on 

Nige.d.an investments.. For both li:F.e and non-life insurers, 

they were requireà to invest at 25% of the f'unds on 

Govarnmont securities and not more than one-tenth of the 

8 value of the fund should be invested in property .. 

Thèse legislatioris were not implemc·mted duo to the 

non-existence of an enfo.rcement organ. The situation was 

rescued when the Insurance Companies Regulation nnd the 

:Cnsurance Companiea ACts were passed in 1968 and 1976• 

Like the carlier Aots, these legislations made it mandatory 

for insurcrs oper.ating in Nigeria to invest in. Pederal and 

Sta<J;:e governments secu.rities; mortgage loans on real es_t<lta, 

industrial debenture and uns~c:t.:œed loans, trGasu.ry bills and 

certificatGs and maintain their encess funds a~ cash Ol'l 

depôsit. 9 As.ide f'rom tne provisions of all the above 

legislations; tho Faderai Government has also be'en u.sing two 

other policy instruments since 1.969 to regulate the .investment 

of insurance :funds in Nigeria. 'l'hese ara the Port;:fo+io-CeiU.ng 

Device and the Regulati.on of Interest Rate structure. Theise 

policies are ernployed as part of long-run dcvelopment 

strategy mermt to "direct the flow of funds towards socially 

desirabl~ goals or to lower the interest cost of loans to 

. soci,llly desirable borrowers, (and al::io) aithf)r to influence 

the pace or pattern of development, or to diversify the 

structure of the cconomyu.,. 10 

The portfolmo-ce11ing device rcquircs insurance compan:Les 

to disburs~ specified proportion of thcir total investible 
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funds on specified sectors and subsèctorà of the national 
,, 

econoray. It a.lso states the minimum and maximum pereentage 

11 
of funds investable on the 0 pref'erred" and 11less-pre:fer.t.·edn 

sectors of the economy identifiad by the government for the 

purpose of scctoral credit nllocation. The working patte.t"n 

and prescribed percentages have already been discussed 

12 above, ori the other hand, the regulation of intert~st rate 

structure implies tha t the Governmont should de termine the 

minimum and maximum rates of interest on lending by insu.rance 

companies. The Federals:_:,9,avernment in 1977 had '3:CC:epted the 

· 13 
recommendations of the Financial uystem Review Committee, 

and wit;h affect from 1st April, 1:.!78, insuronce companies 

lendiug activi ties we.r:e b.trough·t: under the control of the 

Central Bank of Nigeria ~,hich-th.i:ough · its Honel;ai;y Policy 

Circulars On credit Guidelines introdueed discriminatory 

guidelines and rat:es of interest on loans to the preferred and 

und less-preferred sectors und subsectors of i::he economy. 

(See the table below). 
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Preferred sector 

Manuracturing., minin;, 
.:igri.cultural-,. mar~eting,, 
building afl'd: construction 

Most-favoured Sea:tor: 

Residentia1 Housing and 
Agricultural :?roduetlon 

Genera.l Cornruerce 

1978 '1979 1980 -- -

6% 

1981 1982 1.9SS 1986 - - --
12%. 15% 

.6~ 

16% n.a. 

Sourca of' JJata; (i} Central Bank of Ni.geria,Mopetacy .Pol!cy Circula.1.-., Nos. 10-1s. 
1 

{ii) Abnual 1'\b.stract of Statist:i.cs, Lagos,: Federal Office of 
Statisticst 1987 Edition. \ 

··\ , .. 

il 
.: . 
;/, 

.- ·. ·, ~ 

! 
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F.rom the above table, it would be seen that the rate of 

int.erest chargeélble for loans given in resp<::!ct of items 

listed under the preferred sectoc rose from 6% in 1978 to 

10~~ in 1981 and 1~% in 1986. This i~creasa can be attributed 

to the:: government de.sire to ensur:e t,hat insurance <:ompanies 

invest a Gizeable proportion of their fundr~ in sensitive 

sec:tors of the economy .. é'urtqe.rmore, items listed uncle:r tho 

most-favoured sector of the interest rate structure havé 

cont: .. nuod to att.ract low 1nte.i:est ra.te exc:ept in '.:l,982 when 
. . 

the .1t·ate of interest charged .rosa to 8%. This section,. again, 

government have been using a aombinecl stratègy o:I: cU.~eçt 

participation cum soft loans to em:owtage accèlorated 

agricultu.r:al production and building of houses•\:.:.'General 

·. cemme.t'.ca . whièh is li sted under the less-preferred ·sec::tor . 
. ,. :r... ' '. . 

!o,: t;he plu:pose of credit af;location have eont!nued' to e.ttrac:t 

-an interest of between 8-11% in 1.978 and 16% iri 'l.985. 

Generally, one would have ~xpected that a sizeabla 

proportion of the loans disbursGd will go to th0 

lesa-preferred sector of the economy bec~use of "the high yielcl 

of returrn; which will accrue to the lcnder; but tni.s ia not 

the case ao can be seen f~om the table belowo 

TABLE XV 

SECTOR 

AC'l'UAL CRBDI'l" D;.tRSTIBUTION IN N!G~Ril\ 1982-1986 

I?referred and most•favoured 
Secto.rs 68 .• 6 67.4 68.3 . 60 .. 9 67.7 

Less-Preferred .Sector 31.4 33.6 31.7 31.1 32.3 

Source: ....... .._ 

'l! 0 '2 A f., 100~ 100%, 100% 1001(. 100% 

A,nnual J\P.s.tr~q,,1: of statist~qs,i.}JagQ§~. Federal Office 
of Statistics, 1987 Edit;ion .. 

' 1 CODESRIA
-LI

BRARY



While the pre:f'erred ancl mo~t-:fa:vqm:cd sectors of the economy 
'-· 

got 68.6% in 1982 and 67.7% in 1986, the less-preterrcd 

sector only got an actual credit allocation of 31.4% in 1982 

gov..srnment t.hrough the moni tori.n<J ,'lCtivi tie:3 of the central 

Bank of Nigeria has b•h~n op,?.rating a. del:i.berate policy of 

ennuring thnt the taa.nufac.i-:.uring, mining, ngricu.ltural and 

housing .sub•~sectOt's of' thl!c1 {~eonon1y arc given prior:l.ty whon 

loans are be:i.ng di:;bu1::eed. 'l'his polic:y can ho .said to be a 

5tep in the .t"ight d:trection aimed at building a strong, 

reliable, and he~lthy economy because any economy that is 

solely depcndcrrt on 'thi':! importation of. he.i: basic needs is 

bound to collapse sooner th,m exp~ct.ed.., 

Al though the p.rotecti<:>n and financial st,~bilitv 

elements of a life polioy havo baen discussed abovet another 

ma.jo;i;- point is thë4t life insu.t'ers are genei.r:ally regarde~ as 

stimulntors of long te.rm savtngs within the ec:onomy. An 

increase in savings through thra r,u.r.cna,;e of life insu.r:ance 

howev:]r: doos not indicate a ,t"F..?dnctlon in navings élsewhere 

indi~ates a reduction ln the curr.'.1'l!nt consu.'Uption expendit.ure. 

of' tht~ individual concert,i~d.. The table below shows the amount 

of ccHitractual s~wings gerierate!d 1.n Ni,;rc-u:-ia since 1969 
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·~·'" 
TABLS Xl/I 

YEAR -
1969 

1970 

1971 

1972 

1973 

1.974 

1975 

CONTRACTU/\L SAVING$ THROUGH Ln'$ 
INSURANCS IM NIGERIA 1969..,1986 
•• Pr r 1 1 u "' • • 1 n r r r -..... 

AMOUNT % YBAR AHOUN'r % - - -- -
5,.300 39.9 1978 65,250;502 17.6 

5,462 33.9 1979 ·69; 1.02;609 1{.h7 

10,956 41.0 1980 95,88$;721 21.0 

11,699 32.2 1981., ·121,8&9 18$2 21.2· 

13,107 31.6 1982 1.22,7$8,908 20.1 

19,693 2s.o 1983 145,023,725 ~4~4 

25,689,984 20 ... a 1984 157,871.183 25.,9 

1976 .$4,490,982 18.3 1985 167,297;030 21.3 

1977 

Sou~œ: ,,....,. 

Motes.: 

S0,899,68H '17.5 1986 191,262,558 26.8 

GRAND TOTAL: • fi1L..247,~79159~ 

H.> .è'ede.rctl Ministry of Finançe, :tnsura.n<:e 
Department, Ikoyi, Lagos. 

(ii) Ni;aerian 
a Inst.v:am:,e,. Yè[iJ."' Bo...9l'_, 1988. 

(1) All figures are given in Nair&• 

(ii) The FigureE in pe~centagc reprasents the 
proportion of 11:fe business to non•life 
business for each yea~. · 

. ._,, 

:@ho table also indicates that life insurers geneèate 

Vast sums of money within the economy as long-term savings 

with the business alone a.cc:ounting for 39.,9%. in 19&9, 41.0% 

in 1971 and 26.8% in 1986. To appreciato fully .the 

importance of life insu.rance to the economyi thefollowing 

factors must be taken into consideration; the benefit 9f 

protection against premature death, the financial benefit of 

long-te.rm saving for the policy-holder, and the 

........ , __ -l,; .. · 
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macro-cconamic sidc-effect.s of such mw:tngs. on the f,û.st 

t\\lO factors, it iz on..rious t;nat th<'t policy holder will gain 

in w.-.:!lfare terma ab .;1lroady d.;tscussed above. 'l'ho inacro-economic 

:3ide e:f'facts of long· tr.c1rm ~avings depends very much on the 

state of the national economy. In Nigeria toda;t wh.erc the 

economy is experienc;ing r.apid inflation ·and high unemployment 

.t"ates~ long ter;· savings bacome:s useful· bec.ause it re~$.;es 

cona-umer apanding and hence ;;i.1odar.ab~s inflation, and on the 

oth,9r hand hecomes und~sirable because i t :Eurther depcesses 

the le'itel of economic activity dtlet to the f'all in the 

pui:chasing power of the consumer. on t.t1e whole, t:he se.vings 

are inv(-/)st~hle and thi.;;:l help$ te furt;her stimùla.te economic 

actii:1itie::o.. The table below $hows, the 'fi.nancial benefit 

· which life polie y holders or thr)i.r der:i'cndents der! vc f rom 

the purchaze ~nd continued servicing of such policies. 

TABLE XVII 
P:CN/\NCIAL fl6NEFIT ACCRUEû TO 

·&!,FE PpLICi! HOLDE1!S IN NIGEli!,A ,19_l~.~-:;\9,~ 

):'EJ',.R AMoOi't'T 1 XEAR .AflOUl~T % - - ........ -
1969 558 15.6 19'76 4,342 7,;3 

1970 100 15.7 1979 1,123,485 15.4 

1971 928 16.9 1980 9,708,690 19.4 

1972 1,619 11.a 1981 14,628,162 24.4 

1973 1t104 a.a 1982 -ia, s~n,01.s 26.7 

197•1 1,677 12.3· 1983 2s.01.a,194 31.9 

1975 1,681 a.2 1984 24,754,020 32•3 

$976 2,368 1.9 1985 31,142;664 38.9 

1.~77 2,S37 s.a '1986 38,111,602 41•1 
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U.) Insurance Depar.taent, Ji'eder~l î-'lin:1.st.ry r>f · 
Finance, !koyi7 Lagos., 

U.) The above fig-~ras glso rep.t:esent net-cil.aims 
paid by life insurers to pol:i.cy holdcrs o.r 
their beneflciaries from 196<; to 1986,. 

(ii) "Nst-Cl.:1ims" represont claims ;;i;;.lid minus 
reinsurance recovories. 

(i!i) All figures are given 1n·Naira .. 

(iv) 'The total amount paid es·l!fe claims rc,presents 
1..4.46,S of the total premium collected wtthin 

'the·sP.me period~ 

(v) The.figures in per<ttentage represents the· 
proportion of lite- claim.s ag.:ün~t non ... life 

·claims paid for each• 

f'rom tablet.:.: Àï/I and ;wII, it can clcarly be seen that 

in 'l.969 thE": nmount colle<::h:?d as premiums amount to just 

N5, 300 whil0 N558 wao paid as clalms. on the oth,::r hand, 

. 0 . 
in 19J6- life premiuras collected <'!ccounted for ·18e3Ïc of total 

premiums aollected for that year, while clairn paid accounted 

for 7~9%· Purthermore, in 1986 5 a total sum of N191 11 2~2;558 

was collected as pt-emiums whil~ N38; 111,602 was pa.id: as c::laims. 

These figures go a long way to demonstrate the impo1:tl;anqe of 

life insurers in th~ir dual position as providers of xinanc!al 

stability against p.t:emat.ure death, and custodians of vast 

suros of money whioh is mftde availal)le for inveotm.ent in the 

national economy. 
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INSURANCE: INDUSTRY' S lNVtS'I'MCNTS AND THE UM:IONAL . ECONOMt 

Insu.rance industr:y•s investments in the p~iv&te $eator 

can be explained.f.rom the following points of viQW• FJ.rst, 

the insurance industry as an institutionel invest.or ensures 

that the capital market acts as an effici~nt mechariism for 

huge capital mobiH.zation. The capital market has been 

defined 11as that market. mechanism ,.,,.,hich dist.ributes th~ 

.r:esources of the many financial institutions••• and.other 

private savh1gs amo.ng those whc will ~timate1y use them to 

· · 14 
finance addition~ to the stock of 1:ihysic:al cupitàl"• · Xn 

oth.er words, the ëapital market is composed of institutions 

who hçwe money to l~nci and corporate bodies who want; to borrow, 

thus, the market !nvolves the trading of stocks, .shares, 

debentu.r:es and long-t:e.r111 Federal·and States government debts,. 

It is no longer a diGputed fact that, the ~;.;tstence of 

an efficient capital murket is a powerful infl.u~n~e on· 

industrial efficiency and hence on the wel:Earc~· of :thQ econorny 

as a whole becs.use the eff:i.cient manugŒnent o:f! avëiilable 

resources will halp in the conoervat.ion of mon,c-::y .oy m:tnimising 

the costs of proc\uct:1.on.. Theraf'ore•' eZficient management 

of the stock e}tChange ttleads to h.igh.r,r share prices whtch 

makes it ensier for it to ra!se money or expa:.~d by 

acquisition. Poor managëment:, on the othe.t· hand, tends to 

l~ad to lower share priccs, less a.billt.y to .t\:ÜSE! funcls, 

15 
a"ttd greatr~r vulnerë.iliility to acquis.1-tion'r• The insu.rance 

industry helps to eE;tablish an effici~}nt capitul marl<:et 

because they a::e custodians of large ;;;ums of money whi~h makea 
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:tt Possible :foJ: them to underta~c large investmanl;s in the 

capital market which otherwi.se 1rJould not' have been po:êisiple. 

Alsot because of their Hize, insurance ô?rr,p&niest <>P~-=rations 

viithin the CçipitRl m.arl<:9t help to r .Ztëibilise it :3o thai; it 

is not so !>Ut;eeptible to the dec!sion:::; of short-term 

speculetors who also operatc in the capitt,l ï!mrket .. 

Secondly the .insura'().ce indUstry makes major 

contributions to the developm(,mt. of the privat:e sêctor in. 

Nige.ri,;1 th.r.ough the provision of funds through the prlmary 

and the rnoney ma.11kets,. Bills of exch,inge and ·short-tei:m 

government d.:;bts are traded in -the money ma=J~ot, while new 

st~ks, sharcrn and bonde arc tra;fod ifl the ncw issué or 

primary market. Two main ua\'S by which insuranca compan:les 

contr!bute towârds thé pu,:chase of stoclt:s, shares and bonds 

in the primary market can be identified, First, the companiea 

purchase new securitie2 in bloekd of conv0nient sizas thereby 

reduoing the transaction cost in issuing such Gecur.!ties. 

Also insurance companies have baen comp~lled by law to 

p~rticipate in governm~nt initiqted economic sch~mës in orde~ 

to facili tate an easier flow of :fundz between tl1e lende.t:"s and 

the borrowE;irs. Second, insuranc,:? companies also undertake to 

buy up any stock not fully s1..Ü)scribed to under a public offer; 

by this action, insurers ensu.t'e tlllit the full amount needed by 

the borrowers ia made availa.ble .. 

Thi.rd, the insurance industry contributcs to the growth 

and development of the private sac:to.r in Nigeria by inVesting 

i.n·industrial and commercial propGrties which go directly or 
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indirectly to the manufacturing1 construction or gene~al 

commerce sectors of the aconomy. The point béing made hQr:e 

is that n • ._tha purchase by an insurer of an. office bii.:10::wt, 
,1 
l 

or warehouse and the leasing of that proparty to an 

industrial or commercial .. company releases capital i:o~· 

16 employment in the business ccmcerned0 • t"'Urthermore, nt;be 
\ \ 

construction by an insurer of mn,; buildings for leasing\ to 
'\'· . 
i'i. 

an·industriul company simila.rly relievas thet company of\tha 
.\ \:. 
1' \. 

necessit.y of finding the capital that would otherwttjè lla~é 
-;f,'7 ! \:t 

had to be tied up in the propert.Y"• (Tat)les that fol.là~ 

illusb:\"ata the amount invested by life and non-life insurers 

in the private soc:tor of the Niger.tan eaonomy f'rotn '1969 to 

1986). 

And fourth, insul:'anee companies participate in the 

development of the private sector through the provision of 

funds through thé secondary market i.e. the m~~et for 

ëxiating securities such as the Nigerian Stock Exchangé. In 

thia market shàres, stocks and bonds are bought and rasold 

dcpending on the financial performance of such securities. CODESRIA
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TABLE xv.m: INSURP.NCE INDUSTRY'S CONTRIBUTION TO THE DEVELOPMEN'r OF THE 
SECTOR BY TYPE IN NIGERIA 1969-1978 (%) 

1970 AREA OF INV~STMENT ~ 1221 1972· 1973 1211 1975 -. - -
(1.) Mortgages and 

Loans 19.95 '1.9 .16 14.70 17.36 :rn.03 16.17 1s.11 

(2) Cash f.tnd 
Bills Rec,~i vable 53.66 51.44 59.66 50.55 52 .. 21 .39 ... 93 4'.l.03 

(3) Miscellaneous 3.19 5.56 7.32 14.43 17.24 .28.05 30c81 

(4) Stoct,s, Shares 
and Boncls. 23 .. 20 23.94 18.34 17.67 15.54 '15 .. 09 13.07 

Source: Insurance Department, Federa.l Ministry of Finance., Ikoyi~ !Jagos • 

. ~ote: (i) The above figures were not approximated., 

(ii) · converted to pe_rcentacres by the present N.gures t.ere -
researche.r. 

! . i il\ 

PRIVATE ' ' 1 . 
•\·-

il ï • . 
1976 197'7 1.lli 'il . - \' ,, 

17.45 16.76 16.39 

37.80 37 .. 38 32.49 

30<>77 35014 39.10 

14.00 10.74 12.05 
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TABLE XIX: INSÙRANCE INDUSTRY' S CONTRIBUTION TO THE DEVELOPMENT OF THE. 
PRIVATE SECTOR BY TYPE IN NIGERL\ 1979-1986 (%). 

AREA OF INVESTMENT 1979 1980 1981 1982 1983 1984 1985 1986 

( 1) 

(2) 

(3) 

(4) 

Real sstate 

Mo.r:tgage Loans 
on Real Esi;ate 

Loans to Policy 
Holders. 

Other Loans 

-- .......__ ------ __. ,___ 

14.60 12.60 13.84 12.42 14.50 14.96. 19 .• 27 14.54 

25.04 11.76 11.37 11.48 

1.40 3.31 4.36 5.32 

8.49 5.70 7.01 8.91 

9.96 

3.70 

9.46 

9.15 

s.22 

6.70 

7.71 7.89 

4.67 

7.33 8.23 

(5) Cash·on.Deposit 
Account N/A 30.76 26.22 20.02 22.37 26.59. 24.19 26 .. 09 

(6) Bills of E>èchanga N/A 3.98 2.43 1.83 1.36 1 ... 38 1.03 2.13 

(7) Stocks, Shares 
and Bonds 44.49 31.97 35.81 40.07 38.69 36.'oO 36.04 36.48 

Source: 

Note: -

Ci) Insurance Departmentt Federal Ministry of Finance, Ikoyi, Lagos. 

(ii)· Nigerian Insurance Year Book, 1988 

(i.) Theabove figures were not approximated .. 
)! 

(ii} ·pigures -were conv,::rte<l to percen,tages by the present 
reaeauche.r • 
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As indicated above, the public: sector is another area whara 

insucance <:ompanies invest a large r,coportion of their investable 

funds• Pr.incipally, the funds invested are used to finance a pa.t.t 

of public sector borrowing requirement. The money realised is 

th~n allocated to major industrial. and social. projects whieh the 
. -,?f.:~\!, . 

Federal and States govërnment.s have embarked upon. In Nigeria, 

and as already explained aboVE.tt insurande eompan.ies are compelled 

by law to invest in govcrnment sec:uritics. Thus, 1t becomea 

diffioult to state aategorically if in~urance eompaniea would have 

preferred to invest a greuter p~oportion of thoir funds in the 

private or public sec::tor of the eaonomy~ 'l'htJ tables below show 

insurance ccimpanies• investments tn gove.r:nment secu.rities f.r:om 

1969-197~, and 1979-1986. 

TABL~ X.X AND XXI: 

INSURANCE ZNDUSTRY9 S CONTRIBUTIONS TO THE! D&VELOPME:NT 
OE' PUSLJ;C SE:CTOR ECONCMY .IN NIGGRIA 1969...-.1986 (NM) 

Yeai: AMOUN'l' î!::AR AMOUN'.l.' '.if.:;AR AMOUNT Y'EAR -- - - .,, •• lb u .. ·~···--~ 

1969 6,575 1974 19,660 1979 78,988,964 1984 

'1970 6,733 197S 29,105 1980 95,586,208 198S 

1971 10,840 1976 .22,438 '1981 113,216,202 · 1s,ss 
. ..- ~: ;,• '~ ï'i .••• 

1972, 16~922 . 1977 61,422 1982 1191109,oss· .1987 

1913 22 9 63S '1978 78,092 1983 182,473;938 1.988 

G.r:and Total: H2.042,610,179 
Qc:;:QI;..:;=.~==-=== 

SOURCE: (i) Xnsmumce Depôrt' .. rnent1 î.-,ederal Ministry of 
F1nsnce9 Ikoyi, Lagos. 

NOTES; (a) The above figures are made up of life and 
non-life investmen'l::.so 

(b) The ëonstituant Parts of the figttres are: 

A.MOUNT 

117,341,635 

457,519,768 

817,;493,967 

-
-

Federal and State Governments sec:uri·ties• and 
Securi ties of semi-gove.rnmental bodies •. 
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At thia junatùra, it is necassa.ry to note thàt unltke private 

seêur!ties, interea'I::. pai(i on government securities ara flxed 
', 

from the on~set and are lass ~msp.~tible t.o <:::hangesJ .;ilso, 

the availab.1:l~:ty of a variety of .. ma:turi t;r. ·· te.rms for governmant 

seatlt'it!es is another advantage that ia associatedwit.h such 

From the. cliscussion thus far:., it searn.;3 1:eëi"bonabla to 

d:onc:lude that ins.urance c:ompanies investlnènts in ttigaria cannot 

be strictly confined to the pure Keynes.ien theêr!( of 

invéstment ratpor, with nome rood:l.f'ieations the theory can be 

uaed tç, atudy the investment behaviour of insuranc~:f companies 
• 1 • 

in Nigeria-; <'.md this is what this · sub-.seetion of ttus èhapter 

has attempted to do. Aga.in, from the abova d1àr::uss.lon1 we have 

l:>een able to show that afte.r·the observance of the.mand.atory 
~ 

investment ·pe.r:eerrtages 1 insuranca compan!,~s hold tht')it' excess 

~ash as :fixed deposita in the banks. Thi~ moneyis 

judiciously d!sbursed by the banlç:s to needy custofue,;7s who are 

venturiteW into new business · projêêt.s.pr aro seeking loans t.o 

expand exiating_projects .. By and large, one can.staté without 

fear of express contradiction that the insuranêe industry is 

a major force ·to be reckonect wit.hin te.rms of investments 

of .:funds imd economic advancement of a.ny natio11. 

IN.SURANCE; lNDtJS'I'RY AND ECONOMIC S'J.1ABIL:tTY 

The definition and vu~ious forma of ~isks have been rully 

discussed in chapter l of this work; thus II all W(;'.1 are going 

to do here is to briefly discuss the various metnod$ of 
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handling risks because it i~ one way by which the insurance 

indtistry contributes to the ganeral ,economicstability nnd 

prosperity of Nigeria. Three main technique::; oi handling 

risks are rlsk identification, d.sk assessment and risk· 

18 co.ntrol. ..,t. the corpora.te level, ·the risk m,:mager having 

.. · a fuller knowledge of the oc:onomia and social activities of 

the company, endeavours to identify the various forms of 

.risks which his company is exposed to; by do1ng this, th& 

risk rn~nager hus taken the first step of risk management 
. . . ·i\ 

and has also ensured the continued existence of his ~companyo 

After the existence of such a ri~k has boen ident!fiad, thé 

compa~y will embark on mcasures a!med at ensuring thi:llt· the 

correct assessment or evaluation of the risk is obtained. 

'l'his involves the compilation of ve.ry accurate r~cordf;; of 
past events in orde.r to ansure that future ded.s;ions are 

.. · .. • 18 
arrived at and t.aken on the basis of sound st~tist:i.c;s. 

It has been argued that it is. vary important to carry out a 

· careful evaluation of' risks because i t. helps ln ensttring 

that too much moncy is not spent;. on controlU.11g -ti: cisk ·i::hat. 

is not likely to cost a great denl should it occi.u:: •. 19 · 

A third way by which risk can be manuged is·.through 

the physid~ ~nd financial control of suah risk~ i The 

physical eontrol Of risk involVGS mainly los::; prêvention an,d 

this in t.urn imrolves two major elements i.,e., loss· 

elimination ,:!rtd minimi.satione Loss prevention ând contil:ol 

eff'octs are directed toward~; reducing both fr~que.nc:y orid 
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severi ty of ·U,e occurrence of such risk and "the ul tima te 

goal of loss :,,revention and contrql is the elimination of all 

losses or, failing that, reduction of loss~s to the minimum 

. 20 
that is compatible with human activity". 

Again, loss minimisation efforts fall into two 

categories ine. pre-loss minimisation and post-loss 

minimisation. The essence of pre-loss minimisation is that 

the effect of the loss is aoticipated and steps taken to 

ensure that l:be frequency and severi ty are reduced to the 

minimumi whil~ post-loss minimisation imagines that the loss 

has been exp0rienced and anticipates ways and measures in 

21 
which i ts ef:fects can be minimised. 

Financi.al control of risk also in~olves two elements, 

i.e. retention and transfer. By financial retention, is 

meant the abllity of some large firms and parastatals to 

establish and maintain a separate fund from which payment 

could be mad2 whenever a loss is experienced. On the other 

hanà, the finc.mcial transfer mechanism involves the transfer 

of the financial effect of such loss to some other person or 

company and this is where insurance industry plays a very_ 
1 

important roL~ because it remains the only means by which 

catastrophic ï::isks will always be financed. Above all, the 

importance of loss prevention and control transcends the 

individual a~1 the firm involved in the loss because the 

society and die national economy as a whole benefits from 

there being f,,,iwer losses in the long run., 
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At this juncture, our discussion will 1oe focused on 

how the immrance industry hns· helped in promoting gene.rul 

econor.dc activities ilî Nigeria. :M~rw insui:;.;mco comparlies 

op8rote vm:ious typai.:; of insuranc:wi pol:Lc:l.es ümonyst wh:tch 

are fire 11 motor, ma.i:irw, avial:i0n and othar policies grouped 

undec genaral accident businer.-n1. ':l~ald.ng a cur.-Hory look ot 

the .:ifo.ce-mentioned policies, one will discover that by their 

nature, tl1.ey hèlp in giving an ênteJ;"p1:·enet1r a gre~1te.r degree 

of con~idencr.? to invest hio capital ii~ new business ventures 

and in the e>tpansion of existing projects-. Por (~Xample, a 

Pi.i;-e Policy rilakes i t possibl<? for an :tnsured to be compensated 

after the occurrence of the f!re outbreak, th1.s in t;urn 

mal<:es i t possible foc th(! firrn to rcsume opt.-=:rëttions· wi thin the 

shortest possible t1m~ thereby ensu.i:ing that continuity in the 

economio endea·t1ours of an individuel is guar,;1.n teed and 

realized when occasion demands for it. The tabln::i: below show 

the amount collectect by non-lifo insurers and th-?' amount 

reloased by them as inderortity from 1969 to t986~ 
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'L'ABLE; XXl'.Xi îi'INANC:t.t'\L 'l'RANSFBR OF RISK TO NON-L:Œ'!à 
:tNSURERS IN NIGERIA 1969-1986 0f1l-1) 

1969 7,982 60.1 197S 

% -
1910 10.622 66.1 1976 154,179,552 a1.1 1982 4as,.$a6.166 79i,9 

1971 1.5;742; 59.0 1977 239,896,611 82.4 1984 450;996,233 74.1 

1972 24;666 67.8 1978 306,06'l.t698 82.5 1983 4491801t874. 75.6 

1973 28,417 68.4 1979 1985 .445cj29S10$7 
.. '. ', 

U.) lnsurance IJepeu:tment, Federal Mini~trY: ô:f Fi~-mce, 
Xk:oyi; Lagos. .. , .· : . 

/ 
. ··: .·: 

(il) Nigerian J:;nsuran~e ~ear Book, '198$. . ' :·.•·'." ·. 
', •. '. ,! 

( a) 'J;'he aoove f igt'.{res represent p.remiums at; 9~o~s. \1'<54lue 
colJ.ected by non-life insure~.f'.• · · 

(b) Non-lire business inc:ludes: fire,. motoi:.'.,-: general 
accident; marine and aviation insurance:husinessas • 

. , (c) . The perc.entage repreaents the p.ropo~·l:ioit of 
non•l.ife .business to life busineas ·fQr qa:èh year. 

Although non•U.fe insurcrs also generat:e a/ .V'ast · sum 
~'. ,:_..~ .·; ' .=' 

of money like their count.erparts in the lifa insüb~nce : .. : .. 

business, yet they are f <:lced with one major eonstl:'.riipt in 

investing the funds_,unde.Jt their care, name+Y, that: :.th.~11: 
.., ' •,, .• ~ ,l 

policies are no.r:maliy yearly contract~ .. 

investing non-life insurance funds,. thesa companies no.r111àlly 
. , •' ' 

look out for short temn $acurities with the hi9hest profits 

in the capital market. Furthermore, the impact of non~life 

insurers is highly and positively felt in the ec~nomy' through 
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the eno.rmous arnount which they disburse as inctem.111 ty to the 

insu.rad as illustrated in the table below: 

tABLE XXIII: AMOUNT ~AID AS lNDeMNITt TO NON-Lir~ fOLlCX 
HOLD6RS IN NIGf:;RIA 196:9-1986 (N'M) 

tBAR AHOUNT % YSAR AHOUN'l' .% tSAR AMOUNT % -
1969 

1970 

1971 

1972 

1973 

1974 

SOURCÈ; 

NOTES: 

- - - - -
3,010 84.4 1975 18,800 91.B 1981 45,379,3~1 75 ... 6 

3,760 84,3 1976 27,627 .;12.1 . 19.82 51$082,39~ 73 .. J 
•.. 

4,698 83.5 1977 45,993 92.2 1983 (53,300,199 · 68.1 

7,467 , 82 ... 2 1978 55,$17 924~'· 1984 5:t,8.3ô, 197 67.7 

11.391 91,.2 1979 39,162,778 84.6 1985 49,0'l4,;928 61fl>1. 
.. 

13.329 87.7 1980 40,285,988 80.6 1986 54 ,.s,a2, 3ae sa.9 

GRAND 'rOTAL: ~384,829 18J!Q.. 

.(i). Insurunce Depa.rtmcnt, :Pederal Ministry .. o~ Finance, 
Lagos. 

(ii) Nigorian Insuram::e Year Book:, 198811 

(a) The constituent parts of the above figures inciude 
fi.re, motor 0 marine, aviation, workmen co1npensations, 
contractor-all-risks and other hus;f.;ne~s oxc:ept life 

· insurance. business. ' · · · 

· (b) The figuras a.b<;>ve represent net-claims R?iid du.ring 
the period under review. · 

(c) 'l'he amount paid out as non-Ü.fe claims rept-esents 
only 9.03~ of the total prcmiums coll~cted·from 
1969 to 1986. · 

(d) The figures in percentage represent the proportion 
of non-life claims against. lifa claims·paicl for 
each yeru::. 

Again, it con be seen from the abovo tables, that. despite 

i ts shortcomings and varied problems the inuur.:incr:, industry 

in Nigeria has been striving hard to ensure thà.t both 

( 
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individuals and corporate bodies continue ta enjoy a stable 

socjD.,ac:onomic: a.tmosphere. For example, in 1969 a total of 
·.;. ' 

~7,982 was collected as premiums while »3,010 was paid as 

cla:l.ms, while in 1986, the amount collected as premiums stood 

at N523 million, and paid claims a~ounted to N55 million for 

the same yeare Commenting on the industry• s obl.iga'f:ion 

towards its clients, Mr. n. Ajayi explains that the most 

important obligation which innure.rs must discharge is the 

prompt payment of genuine claims. He adds. that. :it .has been 

difficult for most insuers to disch&rge this obligaf.ion 

bGèause of the fraudulent nature of most clatms ~rtd this has 

led to the delay in the payment of clairns in majortty of the 

cases because a thorough investigation of all cl&.jl.m~ must. be 
'·.:·, 

'i. · 22 
undertaken first to ascertain the genuiness of each claim. 

From the discussion thus far, we have been·~~l~ ·ta 

demonstrate with available facts and data the contributions 

of the insurance industry to the commercial and indtistrial 

development of Nigeria. We were able to diseuse ·'the .dual 

role of insurance companies, firot., as providers:~i 

protection and financ:ial stability in the event of· the 

occurrence of an insured peril and second, as stiroulators 

and investora in both the p~~vata and public sec~ors of the 

Nigerian economy. 

Hot\/ever, it can l:le argued that gov~rnment inferferenc:e 

in the investment pattern ?f insurers roay run counter to 

the interests of policy holders and may not be in the best 

interests of the national economy~ This is because interest 
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ratos pa.x·able on government secur.ities are deliberately 

fixed at a low level so that the~e is little prospect of 

capital appreciation for the insuranèe companies sine~ they 

a,re çompelled to .. _invest a stated propoi:.-tion of their furuis 

in government secùrities. Wha·t 1s mo.z:e, due t.o the poor 

profit yield of life polioies wh~n compared to wh~t obtains 

in th~ banlting industry as regards interest paid on savings, 

1t till be discoversd that the propensity by the ind1vidua1 

to save through the insurance mechanism will always be low. 
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3. 

· .4o 

5. 

'1. 

a. 

10. 

The following are the basie types of life assurance: 
term assurance - under this type of palicy payment ia 
only made by the assurer if the life assured dies within 
the specified period; whole-life assurance• p~emiuma 
may be payable throughôut lifc1 or caase at a given age; 
the sum assured is payable at death only; endewment 
assu~ances - this provides ror sum assurëd tope pa1d 

. either at death ot' after: a f.1xed nw.nbe.r of yea.t:St 
whichever cornes first. 

See Stonier, A..W. & Ha.guet o.a., A 'l'e.xtbook of Economie: 
T,heo,rx, (Fourth Edition) LondQn, LÔngm~n '*ôi:Qûp1.lînit.edt 
1972~ P• 485. Also see Ulmer Mo J., !:_cp11q~iqs: .Th,~gF-Y,. 
and Practice {Second Edition) Uozton, HougM:on;; 'l'heory 
Mifrlin Company, 1965, P• 281. Also see, Chong.,.tGh L. 
~· !!.• t Eleme,p,~ of.., .. ~:C?!l?.Jl!~C Theor,,x ( Revised Edition) 
Kuala Lumpur Oxford University Press, 19759 Chepters 15; 
and 19. 

Marginal efficiency of capital representa the ~xpeàted · 
rate ot return on an additional unit of capital employed. 

See Keynes, J.M., General ,Th,.~.!Q!;., London, 1936, 
PP• 149-150" 

Sea Stonier, A. w. and Hague, o.c., SE.• p~~~t. 
PP• 499 ... 500. 

See Nigeria, Federation of Federal FarliamentL_De1'.!:!..te,ë, 
Lagos, Federel Government Press, 28 July to .4 Septsmber, 1961, 
p .. 32. ·. 

See Ogunshola, A.o., "Soma Investment ctnd Relat$d 
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CHAP'l'tR SIX 

Aside f.rom the industrial and c::omme.rciol sectors, the 

insurance industry in Nigeriél have also playcd a signific;ant 

role in the labour and agricultural seotors of the Nigerian 

economy. Purthèrmore 9 the various reinsUrgnce eompanies 

have also been contributing thcir own quota to t:he growth end 

development of the national economy9· 

'l'be growth and funct1ona of reinsur.nnce business in 

Nigeria has been discussed in chaptet' 'tour o'f this work 9 thua, 

all we shall do her(~ is to discuss wit:i.i'tlie aid of necessary 

statistic:81 data the contributi.on of th.ci_ .re;i.nsurance market to 

the growth and devêlopment of the Nige·r1:an economyo It is 

necessary to mention hare that. it. is only'the tl:ading rasulto 

of the m.ge.riu ne1nsuranc::e corpolS'ation:'.:::tho·c will be discussed 

in accompliLshing ou.r task.. This is due· to th<! fact that the 

other reinsurancc companies op(,'ratin,g in the countt·y commenced 

business just recently. 1 

Since 1977 when the Nigeria Re.insu.rance Cqrporation 

commenced business, it has pla.yed a rn.:ljO:: ,i:ole in the provision 

of reinE.urance covers locally which,has hud the e:ffect of 

minimizing the amount that w.:1s hithe~to ropat.riated abroad 

for reinsurance purposQs. 'rhis means that a s.izeable proportion 

of the funds tha.t would have been tran~fcrred abroad are now 

available for local invest~ent. (Sac tqbl~ pelow for the Gro5s 

P.r:emium :encorne of the Nigerian Reinsuranco c~porationfrom 

1978-1986) ~ 
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'l'ASI..E XXIV: 

YEtî.R AMOUN'r i'SAR AMOUNT - :u•.t•a• - . • ..... 
1977 NIL 1982 95,990.144 

1978 21t996.S49 1983 1-t3,212t714 

1979 65,256;951 1984 108,789,170 

1980 64.SS9,309 1985 123,294,517 

1.98:l. 94,291,435 19as 115,326,000 

GRAND 'ra'l'AL: ~.Q.21717 i479 

§,g,.urS§_: l,Q_jlears of f'.ro~es..§.ional J~~;.9,.,ru1ranae 1n Nigeri.Jit, 
Lagos~ Nigerian Reinsur~nce Corporation, 1988, 
P• 54. . 

Not.es: U.) 'l'hœ above figuren in,clude reinsurance accepted 

in the f'ollowing cl.asses of business: fire, 

moto.i:, gonoral accident, marine cargo and 

bull. 

The table, shows that a positive .inëreas~ was rocorded i~i the 

Gross Premium Income. For the pur.pose Qf clèrity, the abova 

:figures ace represen·tod :Ln the diag.tmn below. 'l'hua, u.sing the 

1978 figure as our base year, an increaf'.,e of :üightly over 

561 per c:ent was recorded in 1985, while in 1986• the 

perc:entuge increase fell to 524.3 percent. This has ooen 

attributed to the effect of the Structural Adjustment 

Programma (SAP) that WqS introducod in that year. It should 

be stated hare that the Corporation also·purchased 
I 

retrocession covers for business accepted locally from fo~eign 

reinsurers. This is one way by which the. p.r:actice of 

reinsurance in Nigeria has ooen contributing to the growth and 
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loi:al risks are spread internationally, a greater degree of 

protection and indemnity is assured in the avent of i:.he 

occurren~e of a catast~ophic accident. 

E'unds gen~rated 'by re1nsurance companies arè inve;3.tabla. 

-:rn li.ne with this philosophy 9 the NiçJe.rian Reinm.irance :. 

Corporation has investad in àl.most every sector. of the 

economr.0 more precisely, the Col:'po.rati011 l:las in\1ested in the 

.• bankln911 hotel 9 m6nur11eturi,ng, and nousing sectors of the 

---~-eëonomy. lt bas also :tnvested _in gr,vernment socuplt.ies and by 

this ae?:tion, 0 ••• the corporation has achieved on~ -crf_ i t:s prir4ary 

objectivés, as funds whic:h \.\/OUld nomaë;tlly have Q()n1::: out in,_ the 

fQ,:m of rein.surance p.i:emium in i.ts absencè is thtis inj'.ectett into 
' ', - • 2 

the nati.çmal syat~m.s to help î3timulate groi:,th of • the e~onomy .. 
- -

(See table bolow showitig investment figures f.r:om, 19'18 to 1986)<, 

YEAR AMOUNT ?SAR At'10UN$' -- --
1977 NIL 1982 · 73t325,.S19 

'1978 19,694,.4\69 1,983 q'l.,,083;000 

1919 s1.a20,4ia 1984 ,7i1t286,000 

1980 45,344.,329 1985 71,792,000 

1981 66,840,003 1986 75i.930,000 

Gfü\NO 'l'OTAL: rJf.t~~t1.1s. ~3§. 

source: 10 ,YeA1;s o,:i; l?z:pf~ssiom."l li.~i .. ria.\J.P~~4'.~t N~er,i,â, 
Las~, Nigeria Reinsuranc:e Corporation, il.:me, 
p~ 54. . 
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The total investments >represent 56.3 percent of the total 

Gross Premium earned from 1978 to 1986. Again, using the 

figures for 1978 as our base year, a percentage inc.r.ease of 

slightly over 403.0 percent was recorded in 1984 which 

declined to 385.6 percent in 1986, aga.in as a result of the 

implementation of SAP in 1986. 

For the purpose of clari.ty and better comparison of 

Grpss Premium earned and funds invested, the·above tables are 

represented in the following bar chart. 

In addition, the international ope.rations of the Nigeria 

Reinsurance Corporation have been of immense benefit to the 

national'. ·economy. The Corporation genera);ed a substantial 

amount of premium income in hard currency and this has had a 

positive effect on the balance of payment position of the 

3 country. As at 1988, the Corporation had transacted 

reinsurance business with over 300 companies all ovE!r the 

4 world. As explained in chapter one of this work, not all 

risks are insurable 9 _'but with the existence of a technically 

sound and financially strong reinsurance market, some risks 

which hitherto were grouped or referred to as uninsurable risks 

can be insured by special arrangements~ In this wise, The 

Nigeria Reinsurance Corporation introduced and manages .. the 

11 ~.~substantial Life Pool which has created a facility whereby 

some lives which otherwise may not have been in~urable as far 

as the Nigerian market is concerned can now be accommodated, 

5 thereby minimising the drain on our foreign exchangei\ u 
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Frorn thé explunotions made thus far 0 it. c4n be seen that 

the pract5.ce of reinsurance in Nigeria hue nad a posi t.1ve 

effect on the gro,ith of the :l.nsurance market in Nigeria and 

the N.igerian economy on the whole. 

A major socio-economic p.t·oblam which N;i.g<:1ria is facing 

today is uneràployrnent whq.se rate h;:~s r.;-eached an .unacceptab.le 

level in the soc1ety. It is in View of this development that 

the contribution of th~ :i.nsurance industty oV'er the past years 

to providing gainful employmént is going to be exnmined. il.il 

examins:t.ion of the st.t'uctw:e und eomposi tioP of th~ Nige.t:iun 

insu.rance m&rket, shows that it is one of thè groatest ,, 

ernployers o:f labour within the lii.\bour sector of the Nige.i::'ian 

econoray.. In essence, lU:e some innurtlnce markets in the 

Du~ , to the sb:.·ucture and labour intensive orientation 
' ,"f. / 

of the industry, ample opportunities exist for pè?.r,sons who 

des.ire to be sel:f-employed or to be'in paid employment~ As at 

Dt~Cember 31, 1987, it was estimated th,,i.t insurance cornpanies 

in Nigeria had. a total of 13t28S persons in thei.1: employment,. 
. . - . 6 

while reim:mrunc:e companies had a totaJ. of 662 persan~,., · Again
51 

the rmmbex: of persons emp:.Loyéd 'by insurtmca b.r.okers .:md loss 

adjusters was estimuted at 1 1 975J wh1.1e full time and prirt-time 

agents were estinmted to be 2,soo. on the whole,. !t was 

ostimated thcit a total nurnb~r of 18i432 pe.r.sons were directly 

or ind:1.rectly employed in the insür.·a11ce industry111 !t is 
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~êonomy is becoming mc.re complex and sophistlç!ated th,:i need to 

cümpb.n1.es wi.11 .nec.1d 1ilo.tte hands to hé able to cope wi'i.:h the 

~xpccted changes satisfa.c·tod .. ly. 

developn1Gnt, the industry has not b~en ;lble to cope witb thé 

challenges 'I' Both thé practi tione.rs ;;ind the gow.rnm1ent hava 

not t<:.1!<:en se.r.iousli the isaue of manpoHer -.:xleveJ.opm;:mt for the 

j,ndustry ànd allied secto.t."tit of the econ.omy.. As ea.r.lie.tt 

indaèd Af2t:J.cans only rnanned junior clerical and non-managerial 

position in all the insur;;uic.,~ establishments t.bi:tt were 

op1.?:lt1.:iting in the co.ntinf.!nt clur.inçi the colonial. per.i.Odt bt.~ëause 

when foreign insurance c:ompen1es establi&hect Unde't-writ.ing 

Agencies in the country. they ,<1ere ru.,t givem the power to 

hi:lncUe tectmica.1 mat.ters l;U:e und.erwri t:lng, riünsu.rance and 

c.laims settlem~nt. '1:his ha.a resulted .tn a lac:kôf 

tech~ic~lly e~perienced ,"\fric..ms whiêh is still be!n-g felt 

.UP till date. 

Howavm:, shortl.y before the at·tainrncnt of' politic(1). 

independence in 19601 s'lzaps were taken hy soma Niger.tans to 

lay a concrete foundation for tho da11elopment of manpower 

needed by the indtrntry and other sectors of the econor,iy., 

'l'he efforts of these Nigorians c:ulminatod in the establishment 

ôf the Insu.rance Institute of Nigeria in 1959Q 7 ·"rhi$ body 

was charged with the respons:Lbility of prQViding insur:ance 
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education for ~Nigerians but it :i.s t~.:~ to report thàt as at 

1906 the l:'ede.ral Govornment has not passed th~ enab.ling law 

that will givo the lnstitute official recognitiQn~. A.sida 

from this, the Institute has not boan able to conduct local 

professional exarninations and thls has made the Chartered 

Insurance rnstitute of London the }l_l~~~ and ~~ega of 

professional insuranoe education for Nigei:ianse The 

afore-mentioned handicaps notwithstanding, the J:nsU:,,1\ance 

Institute of Nigeria h.-is been playing an important .i:ole in 

hosting annual educational conferences, semi11ars and lectures 

which focus special attention on problems confronting the 

. national economy and the insuranc:e indus b:y. 

Realizing that training and development is a11 essential 

ingredient for an enviable growth of any voca.tion 9 the 

Pederal Government incorporeted specifi~ provisions for the 

organi~ation of training progr~mmes in the 1969 and 2977 

legislations t.hat estab.lished the National .Insuranc:e Corporation 

of Nigeria and the Nigeria Reinsu.r.::.nce Corpc.u:ati.on. ,\lso, 

some Nigerian universities and polytechnics p.i:ovide acagemic 

programnie::; in insurance and ac tuarial science~ thus ensuring 

the availability of competent manpol•;er for the industr:y-. 

Nonetheless, the number of gra.duates that has been produoed 

is ,;ather small c:ompored with the deman<i. And in addition, 

theoe higher <3ducational institutions have not addressed the 

issue of mounting post-gradue.te .~ducation in the industry • 

~ t 't' 8 · d ,.. As a resu.i.. , some p.t~acti ioners nuve a· voc<lted .:i:or such 

training programmes abroad. 
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Furtharmore, the Insurance Training Centre at Ogere 

in Ogun. Statc, established reeently also p.rovides e~ptificate 
\ 

courses in insur.:mce. Professional tra1ninw is aJ.so provided 

at the \·Jest Africa Insurance Instit.ute
9 

cstablishqd in 

Mon.rovi~ in '1982 t,y Nlgor:i.a, GhMa, Sierra ... Leone, Gambia 

and Liberia wi th t~c:hnica.1 and .f;l.nanc.Lü as~i8tance from 

UNC'l'AD,. Thus far, many p~ople wdrking within and outside 

the insurance industry in Nig~riu haV'e benefittod from the.se 

training programmes. 

on the balanco, it will not be wrong to conclude that 

the e:cquisi tion of basic instu:ance éducation is no longer a 

major problem in Niger1~, nll thirt is nesded now is the 

provision of advanced research f,-1cili ties and r,10.i:a government. 

participation in the orea of manpower truining nnd 

developrncnt. 

INSURANCE AND AG.RICULTURAL DBVELOPME:N'.i' :CN N!GWUA 

'1.'he importance and impact of the ag.r:iclll t:ural seotor in 

the continued survival or any not:i.on cannot, be over-emphasized. 

:.i:n Nigeria, and most African countrios, agricult;urc is the 

toainstay of the economy providing empl.oyment :for eighty-per 

cent 
10 

of the tot.::.l workforc:e in the country. Aside from the 

provision of food for the ever increa.sing populat.i.on of the 

country, the <':i9ricultural sector also serves as a major source 

for the supply of raw.mutorials and ~sa major foreign 

exchange earner for many A.f:rican countri~$"' 
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Statistias h.:.ve shown that in the ten-year pe.riod 

spann.lng 1960 to 1969• earhings from the agricult.ural sector 
., 

accounted for an average of 50~4%11 o.i the total revenue 

from e~ports~ ~his figuce dropped to 7.8% in the twélve year 

agrlcultural. activities ~:Jin the c1:>untry was the abandonment 

of f a~lands in preference fot· 1r .. hi ~e-collar joha i,ri tlle 

. coUntry. Real:l21ing the imminent da1ng0r ah,ead, successive 

governmënts have bean making efforts to reve.rse· ·the. t,ttend 

by introduc::tng policias aitned at n1a.~1n9: th~. ç:pui)f::l:'y 

self.,..suffic;ient in ag.ricul tural proqucti6no . Ti)V.S~ : i.t wa.s 
' ·(,~,. '.,_ ::'., j; 

·not. ~urpri.~ing t.hat the l?'ederal Ni~tai:y Government$. unde.t' 

the leadership of General 1lakubu Gowon intZ:oduceq· :~h,e National 

Acoèle.rated Food Production ï?rogramm~ in 1972 •. )n 1~769 
' ··.:.,· ' .:.· 

the Obasanj~ .regime introduced oJ,;;~a.tion Fèed th~· ':~i;i·~!Qri 

while the civilian regitne under Shehu Shag,,:1.ri intto;duced. the 

Green Revolution in 1980 • 

. ~long wi th ttlese agricul tural p.r:ogramrnes., \f\'l:t',iOUS 

incenti'vos were introdueed to encourage farmal."s q~q atti;act 

more· people and corporate bodies into the agrict~;~~ral seàtor 
,, 

of the economy~ tcii,r examplet agricult.ural lo,3n,3::\ier:$ granted 
. . ,·, ·.;,,,, ' 

at low interest rates through the cotnmcrcial bankst_'i;,~e· Bank 

for Ag;;,icultura.l and co-operatives and the Agricult\iral C.1.'edit 
,' ' '.,, 

'' Guaranttea Scheme Fund,. Also1 guaranteed minimum priCëS for 

.fopq llnd ca.tlh c:rops O the provision of subsir.U.,sed f ertilizere 
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restrocturing of the ministries .responsible for: ag.d .. culture 

. the · ag1.~icul tural S'.:?Ctor of the Nigarian ,.1,conomy,. 

above have at::ti..a.lly achievcd the de.s:tred .r.esul ts is · not-

wi thin the scope of this work. All t.~a.t Cg>"'l be aaict hi;1~e !s 

thut th~y represented a rr.3markabl!$ step toward.s thl"!. a.ttei.inment 

of .self-au:fficienct in tho agricultura.l sector of tmi ecanomy. 

a missing èlement. in the various policies, and thia ,is the 

non-provision for agrieul tural irn.urance that would, hcrve 

against. lossea caused by vagar.ies t11 wGr.rther coridi t:l.ons or other 

unexpocted und uncontr.ollabla hnzard5., :c·i; is agc1inst this 

· background th.at we shall axe.mina the role of the : ir1suranqo 

:tndustry in the agricultural developmE'lnt of Nigeria'tt· 

Agricul·tur.al instU:oi:ir.ce started éi._s crop he.i.l insuranc:e 

13 in t.:urope more than a ccmtury ago, but in Ni•;Jéria the 

h:i.story of this class of insurancœ dates back 1;:9 ,.11980. when the 

N~1tional Cooperative lnaurance Society o.i Niger:i.;$,{NCISN) was 
. . •,,:! 

wa.s 1.icen.sed to underwrite 11fe iind nou~l:lfe businiasa and 

agrièul t:ul;'al insuz.·ance oîl a limi ted basis.. · In t98t; the company 

providod cov1:1r for the a.grieultur,:tl ti .. 4.ctor:s distl;':ibutect to 

farmers ttnde:r the Green aevolutio11 Programme :Ln some Northern 
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states o:f the rrederatione In 1982, an agricul tm:al i.nsurance 

départ.ment was established by the National Insurance 

Corporation of Nigeria to underwrite this class of business 

with a pilot scheme on crop and livestot?k insuranco. 15 It 

must be rnentioned that at the init.ial stage only rislcs emanating 

from corporate agricultural bodies such as the Nigerian 

Be,.terage.a Production Companyr, Nigerian Sugar Company, und 

Sunti sugar Company etc..; wore acceptcd by the .:igricultural 

dèg,ai::ttuent of NICON. The.se efforts aimed at underw:iting 
r· 

agricultural risl:s were be.set with various problems. f?or 

instance, there was low level of business in this class of 

insu:rance, f'ollowed by a lack of qualified rmd experienced 

personnel; uncertainty as to Hhat to place as reservo. All 

these problems cont.ributcd to the apathy among othcr insurance 

companies towards the succ0ssful unàerwriting of agricultural 

insurance risks in Nigeria. 

Meanwhile, the V'ederal Government in 1981/82 appointed 

a Committee headed hy the Director of Federal Department of 

Agriculture and Co-operatives to carry out fensibility studias 

. in the .:;.gricultural sector of the economy with a· view to1 

(i) nominating crops for the proposed government-sponsorcd 

pilot insurance scheme; 

(ii) Undcrtake studies and determine the categories of 

farmers that would be inttJr:ested in buying comp.rehensive 

a.gricultu..i:al policies; 

Ciii) recommend the type of insurancc cover suitgh;J..e for the 

pilot scheme; 
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(iv) collate ,i:nd ,m1alyse statistica illustrating the :finuncia.l 

effect. of the proposed scheme~ 

\füen eventually the committee submittod its report,. it 

aJ.so r<~commended for the setting-up of rl T11sk Jrorce on 

Ag.r.icultural Insurance Scheme in Nigeria .. This recœmondation 

was accepb!d by the Gov<~rnment wlüch tnaugùrated the T<'.lsk 

Fore(~ ln 1983 with tht~ following as its terms of r0ference: 

Ci) to r0view thù exist:1.ng agricultm:al insurance 
,:1ctiV:i.ties in Nigér:la ,und to recommend the agencies 
that should oxecube the pr.<)pose<l schem0; 

C:U.) to :tdontify the va.riouo .subi:mctors of cli;Jricul ture 
ünd r•3Cl'lmmend specific projects ,1.11d agricul tural 
pr:oclucts that shoul.d benefit f'rorn the proposed · 
Agricul tùral Insurai'lce Sc::heme ~ 

Uii) . to ci0t,~1;mine thQ risks involved and tbe level .of 
compensation on thcm; 

(iv) to ctetermin~ the institutional fra.mework and ma_npowor 
.t:equiremont for operat!ng the scheme; 

(v) to estima·te the rn~gnitude of investment and suggast 
sources of fl.mmce for e)(eouting th~ scheme.17 

To am::omµlish its ansignrnent, the •tiask I?orce evaluat.ed 

the conditions necessa.r.y for emba'rking 'on an agricultural 

insurance scheme by critically studying the typos of schemes 

and e~.;:per.ience of some developing and developed economies suc:h 

as Jupan, Uweden, Mawd.tius. Canada, Mmtico• USSR and USA. 

It then rn"ade. the following reeommendations that: 

(:l) the proposed schenie should b0 handled by a p.:1rastatal 

cstnblished by law for th<:;1 pu.a:.-pos0 of administrative, 

technical and lo9iatics convenience .. To f'acilitate a 

quick t..ake-off of thG programme., the schcme should be 

o.dministered by NICot~. 
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of agricultural.produotion 1.e" c~p, livestock, 

fisheries, and fQrestry, and too·polici.es ehould be a 

( 

,,-. ';·,·~-· 

crop insurance, compensat..i.on should be paid to the 

victim in respect of loi;i.ses inc;urred from all natural 

d.i~astors and damagè caused by wild a.nimals, insects, 

plant .diseases 1. e;-tcessive rain, and. hurri.canè inclusive .. 

As for. lj.vestock inclu.:Ung poult.e'~ insui.~ance, cover was 

to be provld~d agdinst mortality .,r.esulting f'.i:;>otn 

diseaHes su.ch a.~ finderijest, contag:Ï.ous bovine 

pleuropneumonla (èa?), anthrax, foot ànd m.out.l) <U.,Pelid.e, 

h~emorpagic, .scepticaemia: marek and r.abbi$Sq; on the 

other hand, f,ish stock insurani:.";e provicle:~d .cover against 

pollution, drought1 flood, dcoxy~enation due to 

. >1agltation, in!cro-biological f.lCtivity or high wate~ 

ternperatureo \·Jh.ile covcr is tt> b'~· .pr.ovided aga.irist 

fire, drought,. flood, and other plant idtseases ,, 

affccting tr~e àeed11ng$ 1 timb,;::c plantutiona ~md wild 

life in respect of forest prqdu~t~. 18 

(iii) the introduction of subiddizeid p.t"emiums pa:[able at 

th~~ .beginning of pr.oduction activ1ties; 

Civ) the establishment of a strong working relationship 

between the new scheme, commer.cinl banJ,;s and the 

Federal Goverr:iment; 
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(v) indetnni ty should :be aimed at encouraging the· vic::tîm to 

remain in the agriculture business us well as 

discouraging laziness, negligence, and ur.u.·cceptiveness 

to technological advancemont and adaptation;· 

(ti) individual, large ... scale, <;md c:o.r.porat0 farmers, River 

Basin Dev0lopment Authorities, \'Jorld Bank t.1ssisted 

Agricultural Development Projects, Producer (farmers) 

were all ident.if1ed as potentié:!l bcncficiarieu of the 

19 proposcd scheme. on the quest::i.on of finance, 

contributions w~re mndo toward$ the initLal capital of 

the f'und by th~ f:'ederal Governmcnt, and the privqte 

t 20 sec or. / 

Afi:.er sor..m yea.1:s ôf sxperd..tnentation, the 1?cderal Hilitary 

Govcrntnent under the leadership of General Ihl:'ah.im aabangida 

formally l8Unc:hed the agricul tural insur,mce schcme in Nigeria 

21 
on the 15th day of December, 1987 at the Nurtdla. 

Mohammed Square, Ka.no. There is no gainsaying that the 

officiaJJ launching of the schemè rcprcsented n major l~ndmark 

in the histo.ry ç,f! the Nigc~r1an insurance industry iri pru:ticula~ 

end the national economy as a whole .. Like other countries 

h~ve done, it is expected that Nigeria will hfmefit; from 

the existence and ope.ration of a.gricultu~al insurance. 

z.tirst, 4nd us alrc~dy mentioned~ agricultural insurance 

indemnifies farmers in the event of an agricultural loss, 

and thia helps in stabilizing .ceturns on investments and ir1c:ome .. 
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In view of this, the fclrmer stanqs to benefit soc!e.lly qnd 

eeonomic:ally frorn the proper running of .the sèheme. 
,,-: ' 

Second, since agricultur<'ll insurance policies serves 

as seèurit:i.E::s tor. bank loailst it is now relo.tively aar..ier 

fo.i;.- farmr,rs to obt:<l.1.n CJ?edi t ffléîH:ties because the banks are 

su.i:·e of reeov~r;tng their money .i.ri the avent o:ft the occurr<3lnee 

of a loss .. · 

1'hi.rd, th~ governmenl: wiJ.1 also hanofi.t: from the propell' 

execution of the.sch<·füte bccauBe it ~1:tll ussist ~hcgo_vern.rnent 

in axec::uting 5.tt1. ai:,t policy objecti.,res as regardG agriculture. 

Pu.r:thermo.r.e, while it :ï.s envisaged th-:lt the sehor,Jc :will lead 

agricul·l:ural sector of the economy, this will in tuL«n create 
. . . 

unemploymE!n't in the economy as those displaced bY; 'the 

in't:~roduction ol mac:h1nes roay not find èmploym~nt_ in ·the urban 

centres. 

!t is expacted1 howevert th.:J.t increased und greater 

agricul·tu~al output .~~n ;;111 its f,,:1cets ,-Jill fin,:tlly l.ead to 

self sufriciency. The $Urplus food produc~on wii:;L be. exported 

to earn more cap:7. tal to fin2mce furths:r industrial 

development t:h,nt will sld.m off I;nn e:<cess lat.:iour in the market 

and reduco Unêr.:,ploym1:nt dr.afïtical1y11 The agricultural,~f'.) 

insurance scheme, thei:ef ore., if wel l managcd wilÎ · · attract 
·, 

foreign invsstor.s into ~gricultureo ;:; : 

Although it is yet pr.ernatur.o to assess fully. the impact 

of the agricult1~rnl insuranee scheme on i:he performance of 
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Nigerian agriculture, yet a combination of gove~nmGnt policies 

haa led to an improved porformnnc:e since 1981 as shown in the 

table below. 

'!'ABLE XXVI 

1981 -
25&52% 

;;• .or 

1986 -
35.74% 35.07% 36.32% 

t'l.) ,\nnual ,\bstrrlct o:f St.c:.tist:tcs ( 1987 c~di tion) 
Federal Office of st.a.tistics~ Lagos. 

(ii) Economie and Social Statistlcs, Bulletin 
{':;.98B cdi tien) .l:11é!da.::-,;;.'\l Of.:.'.: tee of :.H:.a tistios 9 
Lagos., 

an e.'ff!?.ct:tve implementation of the agricultur.al 

:i.nsur.:mc:e scheme, efforts must be intensi:i:ied to· reach l'.!nd 

educnte fnr.mers on. itn existence and adwmt.ages. Purthe!.·more, 

the Nige1:-i,:m A').r.icuJ. tur.al Insurance Corporation har.i to have 

branches in aJ.l the st~tes of tha fedecation · and more 

importantly ensul'."ie the pr.omp~ payment of claims and employ 

relia.ble ins•..1rfmce ~xpn:r.+ts ,;1,n.d brokers aa its agt::'mts .. 

From the discussion thus fart we have bcen able to 

hi.ghli<Jht th~ contril:mtions of' the various rainsurance 

companies to the ~conomiG deve1oproent ~nd social stability 

of N.igerlac. Also, the role of the. insu.t·anc:e indüstry in the 

proviston of trained manpower for: the insurance and allied 

se{-:tors of the economy Wns com!)rehensively discusned:i and it 

was di!'lcoverad that for Nigeria to attain tho level o:i; . 

self-suf.fic:i.ency in the area of qwll.'ified m,1npower for 1:he 
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indusb:y• 1t 1s neciessary for. the gov~rnrnent to encourage 

and f ir)ancè the establishment of speciaU.,sèd inst!t.utions. 

Various higher institutions of laarnin.g $hoUld also .be 

. '.'.: \ijnqouraged to introduae gradua te courses in .insuranct) • 
. ,.·1.·q 

Conclus:i.vely • ·the governt.1ê3nt must m!lke a .t'adic:a.l departwze 

from the post by aeeing to the succêss·be the newly J.ntroducêd 

agrièultural insurance scheme becauae it io on1y by doing so 

thot solutions can br:3 provided to the nat~·.:11 d.i.saater(; that 

impede the agricultural development of the nation. 
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1. Aside from the Nigeria Reinswta."lce Corporation that 
commenced business in t977, others commenced business 
in 1985, 1967, 1983 and 1978 respc1c:tively. The.se 
companies are Continental Reinsu.i:ance Company Limitcd~ 
Globe Reinsurance Company Ltd., Vniverse ~einsu~ance 
Company Ltd.; and African Rainsurance Corporation owned 
oy 36 o.A.u. member states and the African ocvelopment. 
Bank., 

2. Ojinna, a.c., "'l'he Biz:th and Growth of· Nig~ria, . 
!~einsurance Corpora·tion'} in 10 Years of l?rofessional 
Reinaul."ance in. Nigeria, Lagos, Nigeria Rainoorance 

' ·11 .... . 1 • 4:o-4 da 1 ~ - , 

Corporation, P• 57. 

3 •. The amount realized as premium in hard currency cannot 
be obtained but the nairu equivalent stands at. 
N15.i million as at 1986. · 

4. .See Basic Pacts. A publication oE the Nige.r:i~ 
Reinsurance Corporation, 19881. P• 4.a 

S. Ojinnaf B.Co, 2.e• ~•t P• 5S. 

6. 'l'nese figures ware computed f.1:om the ~iqeritlP insu.rance 
Year Book (1988) • Lagos, Nigeria Reinst.tran9_e Cot'poration, 
and .it cep.r:esenta ~mployees of eighty-sov(~n.' insurancè 
companies in Nigeria. 'I'hese are ninety-ei9ht-/;;;-i~;t;.;·> 
~nsurànce companies in Nigeria. as at 1987• ·.: .. 

\ . ~· . 

· : : )' : 1 ;,; See Icuk:wu, J .o. fod.} 7 N;s,a,.rian ,Insuranca ~Ga,: :Book 1986; 
Lagos, Nigeria Reinsurance Corporation. · .· · 

B. SC!e Lijadu, o., "!1anpower Development and I?.r9fessi6nalism 
in t1'e Nige.t"ian Insurance Indust.t:y'*,; (tJopubLtshei::t private 
papC3.r 1988). Alao sae, Nwokolo, L·~.ca, "M&npowér 
Development and Professionalism in the Nigarian Xn~u~ance 
Indust:ry"• (Unpublished private papor, 198:7)~ See also 
Qgunlana, F.o., "~nsuring Hesponsiveness of Nige.i:ia• s 
Insu.rance l:ndustry to National E:conomic Neod,s· ttu:ough 
HQnpower DeVelopment" in Jo.wmal of ·rhe . .Insurance . lnsM tute 
of Nigeria (Decernbsr 1985Î:" ' · '' '· -· " · ,,, --•=• ,_ . 

9. See Oniwinde, AsK .. 11 "'l'hê Role of West Africa lnsurance 
:tnstituto in the ~ain1ng and l)evelopment of Mruipower in 
thê Sub-Region" (Unpublished Priva.te Papel:', :l.988), 

10. See Annual Abstrac:t of Statistics (1987 Edition), Lagos, 
E'edez;al Office of .Stdtistics. 
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11. See Annual Abst~act of Statiatiès (1970 Edition) !.agos, 
federal Office of Statistics• 

12~ See ~nnual ~strac~pf Sta~~st,1es (1982 Editi.Qn) ~agos, 
Pederal Office of Statimticu... Alao see, Ecor10mia _ i:ind 
social statist1cs Bulletin ( 1988 mdition) ,. Lagos• 
Fecteral Office of Statistids. 

'13,. See David G .. , n~equil:;'el'ijent:s and /-î.Vailabili ~J of 
Ag.ricul tural Ia'Îsurüooe" ( Unpublisned priva ta paper 
present;:ed by Laoshe L.L .. at the Sixt~enth Annua1 
Education Conference of the Insurance !nstttuta. of 
Nigeria• E'eb.i:uary :t987), p.., 1. 

-: 
-, ' 

.,,. 
t,,,, 

. ,. 
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EPILOGUE AND CONCLUSION 

The need to develop and sustain a strong, virile, 

and dependable insurance industry is a task that cannot be 

accomplished within a specific tirne period., Against this 

background, our discussion on the insurance indust.ry and 

the Nigerian economy èannot be finalized at this or any 

other stage.; this again, has helped in emphasizing the 

point that the insurance industry and the national economy 

are dynamic elements in the life of any nation and are 

intertwined. 

STRUCTURAL ADJUS'l'MENT P~OGRAMME AND ITS EFFECTS ON 
INSURANCE INDUSTRY 

Like any other sub-sector of the economyi the problems 

faëing the insurance industry in Nigeria are multif~ious 

and interwoven;. first; it is a general concensus that the 

introduction of the Structural Adjustment Programme (SAP) 

into the Nigerian economy in 1986 is the most recent and 

prominent problern that the Nigerian insurance indust+y has 

had to face. As an econornic expert once asserted, the main 

objectives of the SAF in Nigeria "•• • are to gradually 

reduce the degree of our currency over-valuation, to correct 

systematically the structural distortions in the domestic 

~conomy, to discourage the high import dependence, (and) to 

efficiently ration the increasingly scarce foreign exchange 

amongst national uses •• •" 1 Essentially therefore, the two 

major elements of SAF that is affecting the conduct of 

~nsurance business rnostly are; the atternpt to find a realistic 

exchange rate for the Naira, and the allocation of scarce 
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f orei911 exchange fer: the var1ous competing aectors of the 

economy through biddings at the foreign exchange market 

(FEN). 

Perhaps, one might want to know how a change in the 

value of a nation•s currency will affect the general economic 

alimate of such a country. Since most of our industries 

àepènd. on the importation of raw materials for their p~oducts1 

it invariably followa that a change either upwards or down

wards 1n the value of the Nai.ra wiJ.1 affect investrnents and 

production cost~. In our case, we have expe.rienced a 

constant devaluation in our currency and this is adversely 

affecting inves.tments and production costs,, without much 

ctiepute this leads to an astronomical increase in the cost 

of the f:LniGhed products which the consumer is unaole to 

purchaee <lue to a fall in his purchasing power. A direct 

effect of this situation is that installeâ capacity utiliza

tion of the various f e.ctories will be greatly .reduced,.:.and 

in the Short-run it. may lead to partial closure of zsuch 

factories and in the long .. ron a toi;al t:011111.p:;e of such fac

tories may follow. 

As far as the insurance !ndustry is concerned, the 

ebove si tuë",tion is likely to ~ffect the transaction of 

busine~s in almost every class. For in~tanca, in the sphere 

of property insurance the contract is normelly a contract 

of inderonity. It therefore .follows that with devaluat:ton 

of the currency and the astronomical rise in prices of 
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r.i.se.. '!'hi& will make i t nec:e:'.\snry for th-e sum ins,.u~cd to 

be iocreased., J:epresenti.ng an inerease ()f the levol ·~f 

business for prope.rty insurers. But in reelity this i.s 

not the case as what we now have is stsgflation beceuse 

people are finding it difficult to pay the inereased premium 

due to a non-increase in the 1.ncome of the policyholèer. 

ThUSt •• what. is expP.rienced in majo:r:i ty of the cases now is 

under-.1.n·sur~nce, non-insurence; and low rates that have 

adversely affected the profit margine of the insurers,/ 

~md p.rospe:ct::J.tte! policy .... holè~.rs ncw pr.efc'.r to t.d:c th(: t.M.rd ... 

party <liebi.lit.y) c,nly poli.cy as r,.ç:;a.inr,t t~~ r:i.c:,r-t .fr..voun!d 

comprehem;ive pcH.cy i:,nd trd.s c:nn be attr:i.btit!f!d to t:h~ :fr,,ct 

ri.zneinç; a pe.ri.od of dreatic redtJct.i.on ln premh,m incotne 

of spere,..pr-.rts and theft~ To eh€ck th1.s sit:uat:!.on, i.t has 

bcen suggt.:H:it~d t..11at a tho.r:ough r.eatructur,e of the .rating 

rnethod f<>r motor insurance he ,.mcler ... taken. 3 Notwithstanding; 

it can be argued that the behavioural pattern of poU.cy~hoJ.ders 

depends on which income group he helongs to~ Whether high, 

middle, or low. All othe.r classes of insurance :t .. e. fire, 

marine, lifer etc, are also affectect by the devaluation of 

the cu.rrency, and :t t has be~n d1scovered thnt the Nigorië;m 

experience is not. quite d:tfferent :from that of other Af.rican 
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and third world countr1es.4 Perhaps ti1e only difference 

is in the level of gravity that e~c:h country has had to 

contend with. 

*l'he effoct of the GAP on the claims experience of 

Nigerian insurers al.so dernands some attention,., A possiple 

effect .aside f'rom the .bad cla1.ms expe.rienoe already di.scussed 

above., is that sinee an S.ncrease ln the \Glue of nssets ls 

heing recorded, it followa that the v;µue of clm.ms may 

.increase in absolute terms. Also, a noticeable ef'fect. of 

ànd caution i~ being employed in the day-to-day use of such 

propertiea and old ones are being maintained adequately. 

Thus, SAP has led to the. cultivation of a strong maintenance 

culture in Nigeria which has led to a reduction in the nurnber 

of accidents recorded on our roads and in factories. the 

overall e:ffect of this on the claims experienc::e of most 

companies is a deèline 1n the number of tenuine actual claims 

,t"ecol:.'ded. 

Due to the increase in the value of risks as a result 

of inflation and devé.lluation, lnsurers and reinsurers are 

thus .iaèed with the problem of inadequate capac!ty. In essence1 

.both insurers and reinsut'ers will have to undertake a review 

of their e:d.sting capacities in order to be able to cope with 

the galloping suJns ineurëd in almost all classes of :busi-

ness.. J?or the direct insurers, .H: bec ornes imperati ve on them 

to revJ.ew upwards their reinsurance facilitie~, but the snag 

CODESRIA
-LI

BRARY



here is that the reinsurers are responding to this challen,

_ing si tua tien wi th a luke-warm attitude, .r:ather the re

insurers a.t'e urging the direct insurers to ef:fect a c:o.rres

pondi.ng increese in their retention limits before t.hei~ 

tioned èhat t.hi:;;; p.ro.bl.zm haE, resulted in th~ àienial. of 

insurance covers to prospGctive buye.r;s with hug1:;: m.1ms t.o be 

As mantioned earl1er; a major elemant of SAP is the 

al.location of sca.r.èè fore.1.gn exchange to the various compe

ting zectors of th(:: ec:c11omy. In thia r~gard. the insurartce 

sub-sector al$O had to contend with the problem of inadequate 

foreign exch'1nge allocation for settling insu.t·ance ana re

in.:.ur;anct~ p.r.emiums abroadi, It is n~cessery to point out 

thet thi.s problem wa.s mor.e prcnounced and has been existing 

before the introduction of SAP in 1986. As a resul t• i t 

hns bee."'1 suggested that local insurance companies ~houl.ct now 

look inwar.ds for their reinsu.r:ance facili tiee and O •• • 

.t'ë>duce their outward cessions as far as possir,>le wi i;hout 

un<luly bringing about a situation whare risks will be con• 

centreted locally with unsavoury experience during the time 

5 of claims.0 

Howover, sincc the introduction of the Foreign E:xchange 

M,s.rkot (FEM), it hae b0.come relatively ea.sier to purchase 

hard currcncy for tho settle.ment of premium t..o overseas 

reinsurers. Thio in turn has lead to an improved relation• 

ship l:h~twe{m the ceding companies and thair overseas counteJ:" ... 

parts• From the above discussion, one point that has clearly 
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eme.rged i.s that for the inm1.rance and .r.einsure.r.s companiea 

to function p~~par.ly and stand the test of time, the 

indu.st.ry needs more :funds through a substant!a1 increase 

i:.1 th0. ca;;::i t,:-.1 ]::-:!.se ot all thèa comµania :s, \-Jhlch in turn will 

'10<!id to .:'!'.1 ,~f f('!Ct:i.v~ .;;.nd stronger industry that will be able 

t.o irnde:r.1.r.J.tt) mnall and h\tg~ x:isk.s witl"wut :nuch recour~e to 

If we lo,;,k u.t ·the evoJ.ution of the moâe~n insurance in 

NJ.gor.ia ove;: th•l ':/r~~ars, onP. rnight be f:empted to .reach the 

conclusion that it hes been a success story, but with an 

hon~.5t ar.d objoctiv,~ appraisal of 1ts paa.t and cont-empo.i:ary 

ztate, on-2 wculcl net .be wrong to a.:s.eert that i t~ imag~ is 

dec.ide:âly tarnished. The root:s of this prcblem cJ:n be 

ment: in Brit~in cc.upard.es pu:blisheé :finar.cial res•..:il"l:!s that 

we:ce aimed at mii:.leadirig the public i::·s.the:.r tha.ri. informing 

'th.;;m of U,e!::ir true sta.t.::: cf .;;.ccount.s" 
6 

It was no E.iui:p:-1:.se 

has been suffering from the stigma of bad reputation is 

that its products 1.e. insurance policies 9 are not tailored 

to suit the interests of the insured. 'l'his situation doss 
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n<.di au.gur well for both parties i.e. the insurers and the 

insur~-d, because n~t only will the insurers f1nd it diffi

cu-l t t.o pc~1e:tY.ate the marltet for ful.lcr uti1ization, they 

\dll iinc1 ;L t cU.1 iicul t to c:onvince. the· public of the desilik-

not . DC attaini;d, thu.t~ leaving majori t.y of the 1nsurable 

i,1.cnrance wat·r:et;. ~ervez a 1:lmitod uection of the potontiel 

7 
'J:he nat'llX'O a".'lô. eomposition of th1;.: :1.nsurance markél:t. in 

Nir,:éj;'ia ts olso cantr.ibut.i.ng to tn-a i;,oo.r public image which 

·hhe inclustry ha:':\ been e:u:pericncing.. Ti,o insu.cers and the 

various int~rnttidiad.es that trar:sact .business on their 

beh,llf ha·v:e c.reated ft ver:y c.omplex s .. ~loz end cl.ai.ma proc:edure 

on the ignorance of most msmbcr.s of the public to defraucl 
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and unprofessional conduct, it ia suggested that insurers 

should cto away wi th the services of non-corporate part-time 

a9ents5 furtbermore• it is recommended that the insu.rance 

compenies should overhaul their brokerage and agency 11st 

by undertaking a major and intensive review of the perfor• 

roance of esch b1.·oker and agent. If the conduct of eny broi,er 

or agent in found to be below the required standard, such a 

broker or agent should be blacklisted imme<l.iately by the 

insurer and recow.mend same to the :tnsurance Department of 

the Federal f1inistry of l'inance. It is hoped that if ·this 

recommendations are accepted and experimented, the image of 

the induatry in Nigeria \<Jill greatly :!mprove. 

on the issue of delayed paymant of genuine elaims and 

outri,ght clenial of claims:_:by insurers, both the insured, 

agent and insu.rer are all at fault. In majority of tne cases, 

insurers bide under the cover of complex worded pol~cies 

which are not normally explained fully to the insurecl at 

the tnception of thé contract by the intermedierie6 and 

the risk•bcarer ~nd the continueà existence of thcse policies 

in the market has made it possiple for them to continue to 

play on the igno.ra'rlce of the prospective policy .. buyer to 

repudiate their liability. furthermore, many of the inter

mediaries especially the brokers norroally do not. \remit the 

premiums they collected on behalf of the 1nsurance companies 

to them en time, and in worst cases, premiurns are not 

remitted until a claim situation arises. on the othe.r;hand• 

it :i~ no longer a $ecret that soma insured normally p.resent 
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f alse and exaggera,ted claires to their insureri::. A possible 

way of taking care of this problem is by :formulating and 

aclopting simple worded insurance policies that will be easy. 

for any prospective policy-buyer to unde.rstand. Again, the 

insurence companies ehot.1ld intr:oduce rig!d credit guide

lines which will lead to prompt payment of premiums- collected 

by the brokers.. !:'inally the communication gap that presently 

exist within the industry should be taken care of by cielega

ting more powers to zon~ end branch managers of the varicus 

insu.rsnce companies that are sce.ttered all over the country. 

Other p~obl~ms that the inàustry ha6 to contend with is 

illiteracy and religious fenatieisrn~ These are commonly 

found in all African countries• and a~ su~h it has become very 

dif'f icu1 t for man y insur~nce eoropanies to .i::each their sales 

target. Wh!lc some people çlaim that i t ia against their 

~eligiouG belief$ to buy insurance policies, others are simply 

ignorant of the existence of such f acilities. HeJ:'e again, 

the question of educating the public on the importance of the 

in~urance industry to the eocial anë economic development of 

the country is t·e-echoed, and this dut.y ic the ,:ireaponsibility 

of evcry company and their staff mombers. It is no surprise 

that due to the problems of ignorance and illiteracy, in our 

society, only the compulsory classes of business i.e. motor 

and motor vehic:le policiez are well-known ou tsida the towns 

and cities. Thust and as earlier mentioned in this chapter, 

it is now a matter of necessity for the industry to expand its 
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sales network and make its presence felt in eve.r:y local 

governrnent area of the country. It is expected that the 

sales temn Will be a dynamic one that will be able to com

bine speed and efficiency With the duty of·public enlighten

ment. l.f this feat is echieved, public awareness of the 

neecl for a virile and strong insu.n:1nce industry and the role 

of the industry in the aocial and eccnomic life of the 

individual and the country would be created not only in the 

t.owns and cities l>ut also in t.he villages where a g.t·e,;i·ter 

majori ty of the population .reside.. r·urtherroore, this will 

lead te the c.r.eation of mc.,ie.·employmenè opportunities for 

young school leavers in the villages and, gradually, the 

rural-urban migration will be halted. 

Closely associated 11,d. th the above problem is thet of 

inadequate training facilities for the production of a 

hi.ghly eàucation and technicol personnel to man the im:lustry. 

This, no doubt has af:fected the performance of staff and the 

level of prof essionalism displayed in the discharge of trleir 

dilily dut.ies. Ariother :p.roblem tha.t cannot. be divorc:ed from 

the above is that of inadequate research' lnto the various 

aspects of: insurance. It should be mentionèd here that a 

hidden component of this problem is the evictent lack, andin 

some cases non-existence of useful statistical information 

from the insurera. In order te reduce the intensity of these 

problems, it is necesaary for the companies to establish and 
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maintein teputable training centres as well as coming 

together t:o establish training inst.i tutëa of international 

repute. Also, the govermnent ahould mlease fund to the 

un1versities that have been selected to offer graduate 

studies in insuranee. If these suggestions are experimentad 

and adopted, the insu.rance industry in Nigeria will find 

itself' enjoying the benefits of conscientious staff Who would 

introduca new marketing and underwriting techniques, which 

will eventually shift the emphasis from product orientation 

to a more practical purpose of ccnducting market research 

to determine consumer preferences. 

Yet again, i t can be ergued that the frequent goveœ-nment 

:intervention in the operations of the ma.rk:et has become 

excessive thereby distorting the st~ucture of the market. 

This will not allow for a comr,etitive and effective market. 

However, it can elso be ergued that. ii gove.rnment withdraws 

totally froro regulating and supervising the activities of 

insurance companies at this crucial stage of the 1ndustry•s 

development, it is likely that the problems thr:it were 

experienced before government corrective measures were intro

duced and enforc~d will resurfaçe, the direct result of this 

situation will be the non-attainment of the de&ired level 

of maturity for the industry. 

The discuosion above has highli9hted some of the major 

problems currently facing the Nigerian 1nsur.ance industry, 

which have constituted a bottle-neck in the growtn proce~s 
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of the industry. The recommendations preferred if exr,eri

mented and finall~' adopted, it is believed, will enable the 

. industry to copc adeqm1tely well wit.h the. challGnges of the 

1iinet:ys, and t'.he 21st. century. As the economy continues to 

grow,. so will the level of risks, public and private liabi

lities continue to be on the upward turn. 

'rhis st.;udy has revealed that the conr;ept of r:l.sk and the 

ideas of lns1.u:on<::e have besn existing in p.re,-industrial. Africa 

and a.11 ovex: the vrorld"' In Nigeria, l:>efore the importation 

of Western ide as and culture, our people haà ways of taking 

c~re a.,d providing adequately for the occurrence of unexpected 

evsnts. · Also, in Surcpe <:lm:·ing the rt1edieval period, the 

slat.e clubs, the popular English guilds and othor :forms of 

contracts ae1.·ved as a rr.eans of' guarding against the occurrence 

of the ur..expE!cted. 1'hus 11 it. can be eeen t;.:hat at different 

r.tages of devr:1lopment in A.frlca and ~urope. t.hê people had 

their own syGtemo of providing for unexpected events. These 

system$ wez::-e veculier to each society. 

the sy$-wniz: is a rep.t·esentetion of man's ability to provicie 

for h1msel.:E and futu,1:.·e generations $ stabh:a and peacef'ul 

society, ~ocially and economicelly. HovJE-~ver, with the 

irnpor·totton of modern insurance ideas into the country from 

the western world, and the developraent of modern trade and 
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commerce in the big cities a.~d coastal arees, Nigerians 

gredually imbihed the new ideas, but it is to their credit 

t:hat the pre-colonial systems of insurance still exist in 

present-day Nigeria scrving the purpo~~ for which they have 

been se:t·ving :E.rom the pre-colonial pasttl 

Pue to the poor level of ~onomic development in Nigeria, 

the British firms completel~:i dom1natod the esrly insurence 

scent]; in NigeJ.::ia until about 1959 when sornc :faw Africans 

took up the: challenge cf venturing into the insurence busi

ness. 6ut. here a.gain, these c.rop of ,\fr1can cntreprenueurs 

t'l.'.ere conf.i:cnte:d with nume.i:ous p.roblecr.2 such as inadequate 

expér}i.t:.mccn ruKl luck cf trained clerical Fersonnel at the 

junior, m:l.ddle, and senior mana(Je.rial levels. We have also 

·sc:on f.r.om our. i.-itudy th~t the colonial economic policy in some 

5cctora of the Nigerian eccnomy Wë:1S thot of laissez-faire 

anè. a.:.: such ilcitain gui,neè much in terrns of economic and 

:Einancial l:'(!turns f'rom Nigeria to the ùet:::iment of the speedy 

d0velop1n,:;,n t: of the .N:i.gerian colonial eccnoJny. '.l'he overall of 

effect of thiti .situa~:i.on was t..l\at the modern insu.rance indus• 

tr.y in Niç;<rJ.t:·ia only aerved as an append~ge of that in Britain 

thereby iàilin9 to make any meaningful contribution to the 

economic development of tho country dur.ing the colonial era. 

Witl1 the attainment. oi: iudepenè.enc\':, the Nigerian Govern

IDê;rtt took:. i,teps -t.o restruc'l::.ure and ·lay the foundation for a 

st::ong, viril,~ and d.epirmdablG local insurance industey. 

It is bo':JeVet· sad to .i:epod.: that tht:: go(.;d intentions of the 

f'eàeral Government were thv1arted l:>y the acte.ra in the insu

rance ms.:kat rnost of whom Wt;?re fo.roigners., Various legisla-
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tions were :initiat.ed to check the activities of insurers 

hetween 1961 and 1996 but the most eff1;ctive of the*Je laws 

was the insu:r.·ance Dccr~e of 1.976 that flushed out cheate.rs 

and dubj.ous men t·1ho pnrmcted thcmr:.~)1 ve3 and · thelr organisa

tions oi.ther as insurer.s o~ in~urnnc(: J..ntermeôiaries .. 

To back..-up th:i.;; law; the Ent€'rpr5.ze.s t>r·o:notion Dec.ree was 

pt:.u:1s{~d i.n '1..977 end the provis.itm$ of thi.s legisleticn sent 

home majori t.y of the expntriates who u:cder nc,rmal ci.reum

stances 1.n tlv.d.r o.·m ccun tr:r c..annot prsctice the im:..w:auce 

profession.. 'l'his development led to ·the acquisition of 

majority of the equity sha.r,2s of healtl1y insurance companies 

by th~ Federal Governiœnt of Nigeria. 

However, él. rc,rar:i.~keble: :feàt.u:c;,:;) o:f gove.t·nmcnt regulation 

of the N.i,gerinn !ntatrnnct! Mark(;~t w,.;.~ the dec;L!:;ion by 

governYnf:n t to par.ttc:ipato di roc tl y in the t!: un sac tion o:f 

insur.~nce bue,5.nesa, wnich 1 ee to the opcr,ins .;,f th:1:1 biggest 

inem:ance èompélni.es in Ni9e!."":l.s tcdey in 1969 ~nd '19'77 res

pect.i vely when the NICON and the· .NlgQr.i.a Reinsurance Cerpor,a .... 

tt<m were est.a'blish<"!:Cl. en t.'1~ whole 1 govornment regulation 

of the aêt:ivities of th.r:: in~mrance ind1.1.stry has paid-off be• 

cause 1:he ve~iou.s n'\EH.'l.sure9 hav,! succ(-:edect in build:i.ng a 

strong, $ol:i.d and enviable irn~\1ranc~ marl1::et for Nigeria 

which currentl'.Y contr.ols ahout onEi-th:J.rd of the Afr:Lcan 

rnai:-ket. TM.s has made an insurance prei.ctitioner to remàd: 

that. ... 
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Nowadays Nigeria does not lag far 
behind the most advanced countries 
in its range of insurance business 
written, where we do not at present 
bear comparison is in the quantity 
of business written, and the general 
ignorance by the public as a whole of 
the insurance services available to 
them.B 

Since after the attainment of independence and the 

consequent Federal Government initiatives towards uplifting 

the standard of the practice of insurance profession in 

Nigeria; the industry has been making meaningful contribu

tions towards th~ over-all econornic growth of the country. 

Our study has revealed that insurance funds that were 

hitherto repatriated abroad are now retained locally to 

enhance the commercial and insutrial development of Nigeria. 

Thoough its ac:tivities as a custodian of large funds, the 

industry has helped in the sustenance of an efficient capital 

market in the country because its investments run into 

millions of naira in form of stock-holding bonds and cons

truction of real estates and other viable commerçial ·ventures. 
! 

The various re!nsurance companies have al$O been playing 

a vital and purposeful role in the quest for a sound insurance 

market in Nigeria. Not only have they helped in providing 
\ 

the necessary reinsurance facil!ties for the local insurance 

companies, they have also succeeded in retl$.ning a substantial 

amount that would have been repatriated abroad for the purchase 
' .. · 

of reinsurance covers which would have been a sourcè'ôf enormous 

capital flight from the country. Fairom all indications, both 

the insu.rance and reinsurance companies in Nigeria have made 

CODESRIA
-LI

BRARY



r:emarkable contributions towards thu social and econom1~L 

developm0nt of our country~ 

TA'BLE. xxv:tc: t;ON'!'RIEUTIONS OF FINANCE: AND INSURiü-lCE: TO 
'rHB GROSS DOZ1E!.1'1'IC PRODOC'.I.'ION AT CURt'1ENT' 

F AC'l'OR cos·.r 

YSAR -
1950 

1951 

1952 

1953 

1954 

1955 

1956 

.50URCJ;;a (1) 

VALUE lt"SAn VALUE _ ... ..... 
0.9a 1980 662 

,p.98 1981. . -;J.,603 

1.46 1982 1,933 

1.54 1983 1,970 

1.96 1984 2,366 

2.sa 1985 2,642 

2.so 1986 2,856 

Annual Abstract of" Statistics; ('1951 to 19$7) 

~dit.ions), Lagos, Fedora1 Office of Statistics. 

(ii) ~, (1981 to 1987)Editions) 

.N..Q!!: (i) The values for 1950 to 1956 were l;Jiven in the 

old N!gerian pound but converted to Naira at 

the rate of ~13.00 to c1. 

~he figures above speak clëarly for themselves. As 

already mentioned, the colonial period, witnessed unrostric·ted 

repatriation of funds, while the post-independence per!ocî was 

th,:1t of trade and economic lJoom, and the consequent inarease 

in the volume of business undeJ:written by insurers, thus the 

visible difference in the contribution of t.he sector during 

the colonial and post-coloni.al ara. 

'.Cha indust!i'y provides empl.oymont opportunitios fo,: persons 

wishing to develop a career in 1nsurance 1 and by tnc investments 

in the various secto.rs of the economx, they have helped in 
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ensw:ing the provision for gigantic projeets such as tbe 

fertilizer and petro-chemical projecta being undertaken by 

the Federal Governn10nt. 'l'here is no goinsaying the advan• 

tages assoo:iated with such projeotB. Whet is tnOJs'êt our study 

has also revcaled thr~t aside from commercial and industrial 

scctors of the economy, the agrieultural 6ecto~ ls now also 

enjoying the services of the insurance industry. 

1'h1s is lik:ely to have multiplier affects on the over

all development of thG Nige.ria.n economy, bec.ause wit.h the 

e:Kistenc1; of .ugricul-tw:al insurë:.nce policieB, more people 

and capital :both local and foreign, v1ill l:'>e att.ractod into 

the agricultural sector.. This tnmms the production of more 

food for the country and the opening-up of new employment 

opportunities in the agricultural, insurance, banking; manu

factwdng and export aub-sectors of the economy. 

The sum total of our discussion thus far :ts that it is 

now an €H,i:!abl:tBhed fa.et. th1:1t the insurance indust.ry is à 

$dnsi t;i ve indu::.try end i t;:; importance to the economy cannot 

bE: underestimated.. It has becotne clea.ttly ev.idont however 

th.at there is a need to computt~rise tho ope:r.:rtions of tha 

insurance industry in Nigeriao '.'Che lntroduction and use of 

computer::.. in th~; day-t.o-day trunsaction~ of bU:::{iness will 

definitely lead to greator output nnd h!.gher efficienéy as 

it is experiancad in most insurnnce markets operatlng in 

developed economies today. 
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Although the magnitude of the challenges of the future 

.i.s daunting, yet, i t in believed the.t wi t.h some 1~ef\:1rmatory 

measures the industry would be able to cope adequately well 

with any sittmtion. t.L'owards this end, there ~.Jould be a neiad 

for the broker to derive his income f.rom two sources. Fi.rat, 

the client could be chargad a sr;•,all consultancy fee for 

professional advice and secondly, the insw:er could reimburse 

the broker according to a scalo which would re:flect the adminis

trative costs incurred in prepar:ing and processing the policy. 

What is more, the present rate of unemployment in Nigerit.• 

the services of unlettered and half•educated <lgents should 

be done away with. In their place young graduutes should be 

r~cruited and gradually we shall ba able to attain the desired 

l~vel of roaturity. 

Un.like, the British insuranc:e market 9 the Nigerian 

insurers have not made any mcaningful contribution to the 

provision of fire stations and road safety campaigns. It is 

hereby suggeeted that the government should compel the 

1nsurance companies to inv~st at least five percent of their 

after-tax profit on the pr:ocurement of fù>e fighting equip-

ments and the establishment of f'ire stations. Also, the 

in~urers should get themnelves more involved in organising 

road safet~ c.:.&mpaigns as this will invariaoly lead to a 

;:lt)dna;iun in road ac:c:idents and claims a.risin9 frorn suoh 

accidents. 
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Tho criticisms highlighted in thi~ final chapter 

should not mislead us into an unjustii.\~i!Jle eonôemnation 

'.-.-.. ~ ..... , 

of the industry's par:.Eor:nancc and it;. contrihutiom, towards 

tha sciaio••economic davelopment of the nation., Above all 9. 
,- ' 

1 

th.i:o~'gh i te i:eputution :for adapting quickly to ch,mges., 

its numeriqol strength, and the volumG of busine~s under

written, it h,'.ls established for itaeif a unique position in 

thG. insurance mru:ket.s of A:frica. Thus, all honds must !.:le 

on deck for the industry to maintain this position so as to 

be ;:i.ble to enhance its activit.ies within the nat.ion•s 

economy. 
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2, see Ojo, P.I.-.to t "i;fiec:ts oi ~AP On i?rope.ri:.x· !nsurance0 

in Journal of the I.nsurance Instltutf::) of Niqe.t'ie, <u<~c~~a1-)p'p·: .. sa - QG~,~····~~ ... ~~~~~.-.~. · · 

s. 

a. 

See Osok:a, o., 11P.oèor r.naurance R.:1·c.;Lng" Dnder titructural 
:kijuuc.ment .. :'.:1r<;ïgranune (6AP)" its ,Jour.ni::il of the Insurance 
~!'~.Ë-.È!.1-~.!..l'J~J..!t• CDece:ilbar 19ë7) PP• 65-66. 

See Ov;i.o$U~ A-..H.: "The Effect of Seaond-'.tier Foregin 
Exchange Market (5Fï;;M) on ~po.rt:. f.ttadt.: and fla.;;.·ine 
In::,uranàa in Nige.riau (A p<l,;K?.t' p~e$eilte<l at the i6th 
Annual Education Confe.c·ence of the I.:t.N.) 1907. See 
dlso, Umoye :i .,;\~, "'!'ilt? ~;ff~ctG oi &~chanJ,l .i<,~te :ï:'luctua.
tion On Insurance Business in the sub-Region" (A paper 
pz-t=sen:t.a<i '1è the .-•• A.:c.J:.AeA• 2ieu1ina.t:") 1988. Ndilia 
M.c., "Effeats of Foreign mxchange Auction System on 
I.ïtSU-''fillCe ;tnduat~y in 3wn.bit\n in Sou.rnal. of the :i:nsurance 
Institute of Nigeria (Deeember 1987) PP• 19 - 23. 

See Chagter Twct of this work. See also, Olasegha, .J.B., 
1•The Licensing ~nd con,rol of :Cnsurance Companies in 
vJest Africa" (A paper presented at the 14th i·JA;t,ÇA Annual 
Genera.f Mc~Gting and Sduca.tiona}. Confercmce hr::::fcl ·1n Banjul t 
Republic of Gombia Dece~ber 1987). PP• 2 - 16. 

Sem çn,a_pter Four of this \-iDrku ---
!.Yc:Nesty, E. c. op., cit., p.38e 
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195. 
APPJ';NOIX I - _,,,,_ ..... 

CIIIIH' UIIAfo'l•:MI t\ WOl,OWO, 
,!w,tMl:l!:IONFll FOh VINMIClt ~ Vll~!:'CIIA.lll!rtUH, 
l•'l•:Dl-:ltAI, l':XECUTIV" COUNC(i., 
!.AGOS. . 

Oua.r Sir, 

llOYAt. f.XC!&A:40ll J\SjlJltMfClt, 
rH MAIUNA, 

• l..,\l,t).!;. . 

t,.'()flMi\TION OF NA'rlONAL RlMNSU!lANCt: COlti'OHIITION 

111.UtiUICII b 1111 lnvul!Jl~ Olll)OI'( l»l•I wlùltl I& oru1ehu U1u run• of lh• UN11'!~0 KINGOOM'S OOVY::UNMIJIN'î' U dhiim out OWII 

puna. 

'l'h~ro 1110 fow ~IM~v, ot h1sur11tii:1> l'olkilu 111 Nl1111ria1 

1, t.UltlNls INSUJtANCE: Ali l~xporta or Import !!tUJtli 111\l.llt ti<l lru1U11d. lli.lforo lià11k ean grtllll t.nY lu.en l-0 Mil tr.ult>r, .au 
ll\.liuranee l'uUcy cuvunu.i ~ùch uoow urnul be pruducud, Abou\ Ob% of Ù\c, 1>1rrnlwn i>IJd 1.1 .. m\ 10 !,ont.Ion \llld~r lh" !)NI~~, <1f 

. flc•l11wru111 0/10 ot (h~ IU»k whb th11 lltiad Olflr.i: ln U,I{. 'fbewlu.re, Un prn1n1t.m1 ol ouo mlllio11 t>oumla li .:olloct<1d lu N11'•ri• on 
t.lutl11~. 11lwa,lr, f OilCl,IHlll will 1111ne1u1 ,~llh lhri lh>iHI ntn.w ln U.lt. Ali'I eld.1111 .. rhl!11i 111.11 ni thu v .. ,i\,ua P<>llèlP>i, wîll h<1 ,;,.,, """' 
lhP ru11111ir1l11u I lflll,11110, If d 11lrum hl f llJ,1)00 l• IHlitl, IIH> 111."'H'"lllllt C•~o11••11l"t """'·~fl1•1I w1II l.u~p •11 uwhlu111ll1•11 <>•lln>a1 .. ur 
f UU,fHUI, tHl1l 1;h:"u•tv ._1.uilutu,a" 1~•'ohl til I IU 1ftutJ lo •H;U fNlitf..iJl.,H,> Uttv~n\hU·'t'· t"111.ttl_,, b• 11 O-Yi.11.:i,I un lh..c1 '"Uto.lhit•Q 1u·H~"'t l'fHft\ 
off UtHJ,OOU. 1 uu1phülH:ullY W"Ul i1Ulht.tr\1ulhH.1ÎY 1.hu:!t,11"1J Owl. nu hJ1,U"1J l.1& hld,91,,1 l1~y., lHl.lf.J LhAJ1 \ o'-'8 ol Hi~ •a.Hu.tt\ ~-, ~u,~4. 1"&.wil l.'.. 

Il lho Gov,·rn1ncnl rcuhws \ol,J l<L1' ·ot I· l mUllon poundt lro,n ln•\l.f&ne<> C<>11111.u.to-.1, lh,o (lo~~rnm.0111 WI \~,ù! 1<>4e. ewry you Nh,~ 
Mllllun 1>11111111 .. 'l'hll. lu lh« IUW1"tîi, 

:.!, l.ll·'K A!lfilllli\NCI!: l.lto ln11U11m,,.. 14 a.rH,lhvr h1Qrallv• br,a.nch nr 1t,s INu11>1u,,. M,.,1,,111. My em11toro, ftovti.l ltuh ... 11~~ 
AtMuruuu" Cu•1•utocto11 u1uüu tu thu1 couui1lf lu I u:.u ;tJu, l11• ull tuh,'f', t1v~,,,, Ut., .,.tJU~v i.it ~,ï,t~tw1t~Ui11,, ./ilit ~l.'i4f lf,1~ll Utfi,;1.1 fH l...uu1b.n. U,, 
W1'1ulur, u1u M1lllu11 l'ou11,i. Olllc11 buU,hnu W"6 l•"-'Porutl 10 hav,i l>•u•, 1,.,u1 ur lt~,\INVH~Tl,t~:nT ;H~O i'ilVl'l.:1v1·'1' Cui,U'l\l< '( 
LIMl'rl~D, unikr 1hu ,iuv~r ut llei1l 1111<l l11\11n•Gt or lo .. o. 

Il, l'lllk INMJIC ANIJf·: llvtol't' iu11rt,u,~u 1, ,1uo1'11d hl' 1-'lr• lr1;111tlil1>l't1 l•ollr.'t', 'f'1.i.t lypv .. , t,u,o""'~" .,,.,,..,. 1>.,rns lh•hl.•"'""' ,,t 
11rufh IU Ill)' ~11111lu~11r Thu lluyr.J t.sd1,mi;u l;u,110, .. 11,111 u,arv ~u.,, 

r • I . 
4. ACCIDJ,:.NT JNSUllANCl:: AcC'ldonl h1111Utmc11 coven a VMJ' wld111 fi-tld. Tb11 m~Jl !mpom.nt li 1h11 ,\tt 1>f P.Jiili6tl'\i!nl 011 

ComllUbory motor insuru11c11, 1'hti ·1n1nu<1.nr\1 C<·m11a,1ie,·chl).il ~111:erià ln lwo wuy1 (1) h\s.'l.lro.nc11 l'J~mtum.1 M" ~o/l~ct.id lru.m the t,ôor 

cltu.cna nnd (U) Our Mirwtry of ~·i111u1c.e compr:ntalét Oov11rnn1c1;11 d1tvon Ui&I"'"' n•i:Uc,•nt. l'or eu.m1,le, Ul4I v1.n .. nc• Mlni.$1,y ~'Yd 11 1, 
of monvy to llo)lul 1·:•dum~e J\!!»urnuce"" Co1111><1tulltion for lhtt Lwn\lmba lliol ot 1··~1>rua.ry; 1 !Ili 1, Th" rn;,Jornw ot lh"II Î:Al).llfü•l<h ln 
N1uuriil ln•IJf•M 11111h u• (lloval l(u,l,"11~11 Auur,1rt1•) 11.üd the, rlul <11iot1t.,,I Cl1t1in 111Cl'jt. Wh•n I W"ll th.i fHllu l.!Lùm• ll.ai>o1'1or lil ,,,.;~ 1 
huluJhul U111 whu1,, tuu,P.,,tu\\lhU; lt Wfll'.i uufortuf\..,!h lhut tr\u·f, ~ tvTr,•t .. uo-n h~ci ù,i.., ct,ùb1 nu\ h~., ••11ut ... th~-« t'"""•11d.11,e ot Pl"' tuuut,I 44,.zvt:tu 
•~u,nl wu h11tl Whh:h iJ\U MHi1.:i1~ U\,HI ••'-' d1:i.u,11,1 nuw wilU1 th'tl h1.1 1,, uf )'i1\J tn.10f.l•C .-.nd t.'1t.!t1fr'lùtuio1I J,n1-hllt:l~1.•~ 

Tite •:.i11hlt»lunu111 or Nu1lo1111l !l<>•l11wru11c" Corporntlun wlll liit ou, Guv~mmon! b,;, ln p,,-.,.,~>1011 of 1\fathU.Ct rvl4tm11 ,., h\ll-\JJ1'>1<• 
tn"tl111, 111 Nlt:11r1u. Al ü ttLuua,, lhu P1r1inhiln1 or l·'iu,u,.,,_, wlll lw 11\tW ln k1H•W th':" h~,,., uf 1•rhrtu lh,it 1.!1P lh"-Sl!•.,n,r.f\"\ t..>or~ .. ,r ... 1..u,,, n~w11,.t 

"vurv vuur. AL Uw tHtnuunt, üU ln1tu1"'ouu (lctfH1J'LUl'UI in.av hv Ot•i1Ut11J wlu, 1, .,J.,uh11 L,,;, ijt.dt ot thu Ml1\l11t1y uf t'1.0Jn<'· ,,\ ,,i7~~•"'·c::, ,,,u,l b ... t 
()tu»ud lhut oU lrwunutt:c Curu1uuuoa IUUJit u,~iluu.Hô 10"!li of e't'or)' l•olky w1U.1 tln.1 lJu-..i~nuuc-11l., uul lhe1 (hrw"flun.-r.t l.irifllt b.t ,-,nr,,iah ,, \u 
meut 10% ot ,,v .. ry lu .... Thi:, b kno,v11 '"'' "QuoL., Sh:.,.re 1{,:,•huur,11.ncu'', li lhla h'P~ <>I 1einwr ... 1cc ha,I h<·~.n tn Op<ro.tlvn ,l',!Jil\,! lt,., 
Lurnun,ha lliol, \hu nwnoy puld to the lhl'\llLI0<:1' Companlo,a rn,111 111,~e l,con l11ku11 trom lh" l 0% 1>1cn,iuiu eu~« ;..·Il fn,r,, 1hu11. 

Dear SIJ', 1 h.svoi acquuèd mtllcleut dXpud11uco te, ir!ve ,rou fiather dct&lls on Utb malter ~.uw t h11,;e wo,lu,d ln bci\l, tk•• u,..i~,. 
writln1111ud Chùrn~ Ouiu,rtmt:nt.l of llo111r.l l::1td11t.h'-'1l .\UUUJ\Cll. l band.l,Jd CWm1 t,rpc,rhmce of v.uiou, po~d"~ anJ kzlow tiv,.. Lo a;<I lo-.. 
ll11llo <1f a poUcy, 111tn olill II m~mbur of the 1uir! bf ltoy..J ~:xcl1•.ni.o A•ur, •. u,:u, !ll MMin" 11.nd ruy 1.-:evhul\<t No. Lo 21,,i.l\. 1 ... m 
11n•1•~nHI Lo 111>PuoU' hdm,i you UIWUlllb You cLtU (111 me, U llu) v~n\urv' Lo Uic,I, 1 prorul»a )lou th.al Ln wu Ula.r:1 !,.ore, i,941'., i, wut l:1t11,s 
mu.- profita tu 011r uovi,m111t)1H lh~u 11.1111' uuu,t tirol<i<'l. 

For ,rout furtl1e<r lnfonnal.lon, mom ClllUlJlMdea ttJII p~1 Lli~!, vmout lruurw.:e l'tetnhmu to our.llud Ott,'" ln Lond<1 
lhu1d Oftlco ln 1,ol!Lll•II 1111d c,Olltic~ frcu polklca ln Nl.:c,rta, wlille 0.,0,y cl.,.bn •rt..u,~ llum aucb puhci.-. .. ,.. ICI 

1 1 ,, , 1\ luby lh•!f 
coUucwd fron1 u," L-l_oor citizen~. -. r I uu.l ""•c: pn!u, 1111 

l lon11 to huur tro
0

111 you Sil, 

---··-··-.. -~..,...----~L-.... __ ,_... .. -~~----------

Vouni ffi!lhf\1Dy, 

E. A. OKI? 
Sll'IIHtàrJ', N1,;erlu.n UnJ°" ot 

Unnl,. huo,\iu,ce lll•d AÏlioll W,,Hur111, 
lluyal h&ch .. o,:~ lt.NAUtsJh:O l\ran<h .. -------····- -- -- .... ···--· ·- ... ~.- "·" ··-·-----
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ENTERPRISES IN WHICH 100% OF EQUITY HELO 
BY THE FEDERAL MILITARY GOVJ:,;RNf.'lENT SHALL !313: !i'ULLY PRIVA'l'I[~SD 

1. 

2. 

3 .. 

4. 

s~ 

s • 

., . 
a. 

9. 

10. 

11. 

12. 

13. 
,, 
14. 

American xnte~natlonal Insurance Company Limited• 

Guinea Insurance Company Limited. 

Sun Insurance Company Limited. 

unit.ad Nigeria xnsurance Company Limited. 

United Nigeria Life Inauranae Limited. 

Niger Insurance Company Lirnited. 

Mercury Assurance Company Limited. 

Crusader Insurance Company Lim1ted. 

Royal ~xchange Company Limited. 

NEM Insurance Company Limited. 

Law Union and Rock Insurance Company Limited. 

Prestige Assurance Company Limitedo 

British American Insurance Compariy Limited. 

West African Xnsurance Provicial Company Limitad. 
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i\PPENOIX III 

ENTERP.RISES TO BE PULLY co~tt1SRCIALISEO 

1. . National Insu.rance corporation of Nigaria (NlCON) • 

2. Nigeria Reinsurance Corporation (Nig~ria Re). 

3. Af .r:i.can I~einsurance CorporatiQn. 
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Pcderal Office of Statistics. 

Annual Abstract of Statistics (1952 Bdition), La~os, 
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Annual Abstracts of Statistics (1970 & 1982 Editions), 
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Economie and ~3oc.ial Statistics Bulletin (1988 Edition) 1 
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c.. COMPANY PUBLICATIONS 
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National Insutance Corporation of·Nigerla, Annual 
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Nigeria Reinsurance Corporation, Ann;ual R~ports_ -:+9'7& 
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(Unpublished Ph.D .. 'l'hesis, Faculty of Law, 
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Business 'rimes, 3rd July, 1979. 
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Business Times, 4th March, 1985. 

Business Wimes, 22nd July, 1985. 

Business Times&- 24th August• 1987. 

pailx._:~~~ 21::.;t April, 1988 .. 

Business T.tm~1,, 25th July 1 198<1. 

The Guar<!!_~?}.• 27th Septembor, 198B. 
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Business Times, 25th June. 1990. ·" 
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l:NTE!~VIEWS -
1. Chief o .. oo omoroga 9 83 yea.rst. 30th August, 1990. 

Head of Omoroga Village nea!:.Ojokoro Village, 
Lagos State. 

2. Chief F. I. J:kanoba, 81 years, 2nd September, '1990. 
He.resides in Fugar in. the est.akor Loc91 ûover.nment 
Area of Bendel Stete. 

3e ~a Alfred Odior, 76 years• 6th September, 1990. 
He reaides in Lago$~ 

4. Mrc- B. A. Ajei.yi, 43 years, of tèad Incorporated, 
Kaduna, 1.1th Nove,mher, 1989. 

S. Mr. Debo otufale, 33 years, of Accident Oepa~tment 
of Nl.CON, 4th October, 1..990. 

6. Mr. Tu11de Adoniran, 32 years, vf Har:ine & General 
Assurance Company Limited, 19th August, 198~. , 

?. Mr. !?unde Alabi 32 years, of .l?'idelity Bond, Ikeja.i 
2nd November 0 1989. 
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LET'fl::RS -----
Letter dated 4th December, 1967 9 fror.i. Mr. .. s~ A. Oke 
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