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CHAPTER 10
ASSESSING THE EFFECTS OF REGULATION IN NIGERIA

10,1 Introduction
In this chapter the economic effects of .official regulation-

and control of the insurance business are analysed under three
headings, after Carter and Dickinson (1979) as follows: (1) the
insurance consumer, (2) market stability and developament and
(3) other wider economic effects.
10.2 BEffects on the Consumers

The appraisal of the effects of the government measures will
be considered in turn under the major determinants of policyholder
welfare, These, in the main are premium rates, settlement of clainms,
inmovation and consumer advice.

10.2.1 premium Rates

The most important effects of government intervention on the
consumers of insurance products is that premium rates have risen
#harply. Three reasons account for this. First, the virtual
restriction of the market's portfolios to local risks only has
resulted in limited total loss -r:eserves (Falegan, 1986). Second
although the legal cessions to Nigeria Re and the regional pools
are intended to rationalise a hitherto fragmented market and
reduce premium rates, the opposite has been the effect., Instead,
the compulsory cessions have unnecessarily added another link to
the production chain so increasing the cost of insurance for
policyholders. This result is inevitable since the legal cessions
are made on terms less advantageous tlxn those available on the
international market,
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Thirdly. the policy of the state exclusively insuring govermment
risks is detrimental to competition and efficiency becaunse it
encourages increasing concentration of business in the hands of
state companies (chapter 8.5.1), so that these firms have little or no
concern for cost efficiency. This explains why the investments of the
companies are dull (chapter 7.7.7) and the management expenses, are
high (table 10.1). The management expenses averaging 22.88 and 35.80
percent per annum respectively for life and non-life business during
1977 to 1984 (table 10.1) are higher than what obtains in developed
markets, It is inatructive to note that in 1960, when the market for
life insurance was not regulated, these expenses amounted to less than
- 10 percent of the retained premiums (Smith, 1981:34); but by 1977 when
the 1976. regulations came into force, they had risen to 22,30 percent

of the retained premium., The continuingly high management expenses

confirm the view that policy is unwittingly creating an unwarranted
transfer of income and wealth from those who buy insurance to those

vho sell it (Hindley’ 1981).
Non-l1ife business Life Business

Year | Retained | Management |Expense | Retained | Managenent | Expense
Premium Expenses Ratio Premium | Expenses Ratio

1977 | 149.89 30.90 20,62 45,21 10,08 22,30
1978 | 141.62 40410 28.32 She3k 12.77 23.51
1979 | 145.22 54.70 37.67 65.31 13.95 21.36
1980 | 158.90 54.10 4034 87.37 19,51 22,33
1981 | 207.20 75.50 364l | 113.05 23.90 21,14
1982 | 24442 100,94 L1.30 | 112.63 27.53 2Ll
1983 | 322.83 108.98 33.76 | 134.63 32.00 23.77
198Y |220.03 105.44 35.80 | 121,46 29.34 22,88
Sources Insurance Department, Federal Ministry of Fimsaee
Table 10,1 o

Expense Ratios of Nigerian Insurance Companies
1977 - 128& ‘ﬂ' Hillion)
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10.2.,2 Settlement of Claims

The performance of the market regarding the settlement of claims
has hardly improved since 1960 when the Obande Commission was set up
(Okwor, 1984). Some insurance companies are reputed for not paying claims
(0Olotu, 1983 and Uzomah, 1978). Most of the insurers deliberately
delay settlement of claims so as to discourage the insured who
suffered a loss from filing claims. These insurers succeed to a
large extent in saving for themselves large sums of money which
should have been used to pay genuine claims. In an earlier study of the
market carried out by the researcher (Falegan, 1982), respondents
complained that the usual excuses were that "the MD is not in" or
"the Chief Accountant is on a course,” A commentator observed that
he personally experienced an incident where a friend whose car was
treated on a total loss basis, was asked by the insurance company
to surrender his ignition key and other keys to the said insurance
company even before the company made any offer as to the amount the
the claim would be settled for. The company then went on to pay a
small amount without any regard to the market value of the subject
matter insured., The same commentator went on to cite the case of an
insurance company which refused to pay compensation to a third party
claimant on the ground that his stationary vehicle was hit by the
insured vehicle at the railway station and the railway station was
not a h:l.gl-may.2

The feed-back from questionnaires completed by policyholders in
the study mentioned above, show significant revelations regarding the
public image of the insurance industry in Nigeria, About 78 percent of

those replying had policies with foreign associated companies and 20 percent
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with government owned companies, particularly NICON. They believed
that NICON, being government owned, would be willing to settle
claims promptly. The remaining two percent insured abroad. Many
of those questioned who had been exposed to insurance practice
abroad said they had no trust in indigenous, private sector
companies.3 It would appear from the study that top government funce-
tionaries had no confidence in these companies as witness a govermment
directive that only advance payment bonds, issued by insurance companies
with Federal Govermments equity participation, would be acceptable as
security for mobilisation fee for contractors.h

It is clear from the above analysis that the insuring public
have not been getting a fair deal from the insurance industry.
Table 10.2 confirms this position since it shows that the insurance
companies take much more from the public in premiums receipt than
they pay back to the public in loss reparation. In other words
Nigerian insurers return by way of claims payments far smaller
proportion of the premiums paid by Nigerian policyholders than in the
United Xingdom as revealed by the {951-85 published statistics of the
Association of British Insurers. Since the percentage of premiums
returmed to policyholders in the form of claims is an important
measure of the efficiency of the insurance market the low claims ratios
noted above, show that the price regulations have favoured the insurers

at the expense of the consumers. See table 10,20n page 295.

10,2,3 Imnovation

Although most of the insurance companies employ professionals

to adminigter the various classes of insurance business, attempts

at innovation are few and far between. The market is mostly

293



providing traditional covers like standard fire, motor, cargo
insurance, etc. In the accident branch, there are some exclu=
sions which leave much to be desired., There is the widespread
complaint about "the small print" which the insuring public
feel the industry deliberately adopts in order to dupe them
(1ijadu, 1985). A leading practitioner in the market, after

observing that underwriting is no longer scientific, went on
to say that he

",ee discovered to my dismay that quite a number
of companies shy away from risks, They are often
reluctant to go off beaten tracks and develop new
ideas of business, They are not what one might
describe as risk takers. The market has not been
sufficiently innovative, As a result, a number of
insurance covers are not given and whenfe¥E'res-
trictions and exclusions are far too many.
Examples which readily come to mind are profess-
ional indemnity for the various professions,
bankers' blanket policy, goods and cash in
transit, agricultural and medical insurance,"
(omlana! 1985)0

He then proceeded to give reasons for the poor quality of services

" I made the point earlier that underwriting in
most eases has not been scientific (and that
the quality of the service provided by companies
and brokers... has become exceedingly poor).
This is because most companies lack the skilled
manpower required to underwrite. The supporting
services ___ surveyors and other risk management
practitioners ___ are terribly lacking. The
absence of adequate fire fighting facilities in
KNigeria has been brought home time and time again,
especially in recent times. VWhem a fire starts
the property involved will almost certainly
become a total loss... Perhaps one other
inhibiting factor which is not oftem closely
examined is the lack of co-operation as a
group or organisation within the in ce
industry. A1l these (organisations)
notvithstanding we have for too long been
Paying 1lip service to the saying that
insurers are friendly competitors"
(0gunlana, 1985).
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Direet Transactions Net Transactions
1979 | 1980 | 1981 ;1982 | 1983 {1979 | 1980 | 1981 ;1982 | 1983
Agcident 31,6 | 1845 }23.44) bl 47| 28.75} 25.3 | 12.1 | 17.L0 |2k .61] 21.15
Pire 2348 |29.8 |50.75] k2.00] 6.11} 22,2 | 33.3 | 29.42]17.01] 25.29
Motor L46e1 | 4641 | LO6L| LS.LOY 39,60 b6.9 |Lb.ks | 39.13 |u3e11] 3LaT5
Marine &
Aviation 4s7.8 129.5 |21.62] 23.04] 6.87156.9 |2L.8 | 21.50 17.33‘(2.h2)
Workmen's
Comp 17.7 | 18.3 [13.00] 12,06} 12.41] 19.4 | 18.L | 13,02 |12.50] 191.51
Miscella-
neous 1907 17.5 27.30 20068 70!‘5 2’407 2303 18.82 31.13 35066
Total
(Nom=1ife)| 37,1 | 3446 |33.17|33.91|17.78]39.9 |34.6 |30.05 31,18 9.kl
Life 1152 111.8 |11.26[13.55]15.17[11.2 [11.7 [ 1113 [13L3] 11.26
Total(Life |
&non=life)| 32,1 |29.6 [28.14]29.67)17.1]31.1 |26.5 |23437 F5-58 S
Source: Insurance Department Federal Ministry of Finance

Pigures are percentages.

Table 10,2

Combined Claims Ratios of the Nigerian

Direct Writing Companies,
1979 to 1983

Owing to the poor image of the indusiry, it is not clear to

the average Nigerian entrepreneur the role insurance plays or can

play in the economy. Similarly it is not clear to the average

Nigerian businessman the role insurance plays or should play in his

business enterprises.

businessman to remark that
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"eee the industry remains an enigma to the ordinary
entrepreneur in Nigeria. If you ask the businessman
or woman how banks, for example, operate and what
role they play in the economic development of the
country, he or she will give some comprehensible
account of their basic role, But ask the same
person the role of insurance companies in economic
development and the answer may not be as compre=-
hensible, In fact, some Nigerian entrepreneurs
may say that apart from the industry providing
employment (which is not peculiar to the insurance
industry) they are not aware of any significant
way the industry is a major force in economic and

business development (Onyemelukwe, 198L).

This misunderstanding and ignorance of the role of insurance
means that the ordinary Nigerian entrepreneur (unlike the big private,
often foreign associated enterprises) does not "go" to the

insurance companies in the same way as he does to banks.6

10.2.4 Consumer Advice

The parties to a contract of insurance are both the insurer
and the policyholder, who constitute the seller and buyer respect-
ively. 1In practice most prospective policyholders negotiate with
and are induced to buy their policies by insurance intermediaries
rather than the full time employees of the insurer. In these
circumstances, it is clear that the power of the middlemen to
influence prospective buyers and sellers, for good or ill, is
enormous,

In Nigeria, the activities of insurance intermediaries have
always created problems for the operators of insurance and tarnished
their image (chapter 7.7.2). To combat these problems government
had had to intervene to stamp out the malpractices, but without

success (Falegan, 1984).
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In analysing the short-comings of the intermediaries, the case
of the insurance agents will be considered first (chapter 7e7e2.3).
Many of the agents have swperficial understanding of the business they
offer to the public. Either because of their limited knowledge or
because they deliberately wish to deceive the prospective insured, many
insurance agents do often misrepresent insurance to the insuring public.
Examples abound about those who represented to the insured that he was
entitled to obtain a housing loan on the basis of the total sum insured
even the next day after effecting a life insurance policy.7 Agents
are known to have informed the insured that after insuring their lives
for five years, the sum insured payable would be doubled every five
years in compound proportion. They still induce members of the public
to insure their lives for an amount far above their station in life
with the result that the subsequent payments of the premiums become
onerous, leading to frequent policy lapses accompanied by the problems
of surrenders. The agents resort to these various wrong practices

with the main intention to earn fat commissions.

As for the insurance brokers (chapter 7.7.2.2), they are more
interested in the commission they earn than the service they are supposed
to render to their clients as well as the insurance companies.

Seven years after the promulgation of the Insurance Act of 1976,
@ Federal Minister of Fimance correctly identified one of the

serious problems of the industrys
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"eee This is the failure by some insurance brokers
and other intermediaries to remit to the insurance
companies, the premiums collected. The Insurance
Act of 1976 made adequate provisions for payment
of commission to intermediaries for their services;
but unfortunately a good number of them collect

the premiums and retain them. I am informed that
insurance companies for fear of losing the business
have equally failed to enforce their contractual
rights in this direction. This situation, as you
will appreciate, could affect the viability and
solvency of some insurance companies, to the
detriment of the insuring members of the public..."
(sol’”' 198'-‘)'

10,3 Market Stability and Development

Market stability development will be considered under six
sub-headings poor image of insurance companies, entry of foreign
companies into the market, foreign expansion by Nigerian companies,
the profitability of the business, the solvency of the insurers
and the retention capacity of the market.

10.3.1 pPoor Image of Insurance Companies

The major problems which account for the poor image of Nigeria's
insurance industry and relegate insurance companies to a minor sector
of the national economy are not unconnected with the role of the
state in the industry. Apart from the problem of the complacency of
insurance managers (Falegan, 1983), government participation in the
industry as witness its full or partial ownership of the leading
companies coupled with its powers of fiduciary control (chapter 7.6)
confirmas its virtual domimation of the market, While government
ownership may secure some preferential treatment in matters of
resource allocation by govermment, it has scme disadvantages which
may more than offset the preferential treatment. These disadvantages
have been identified to :derive froms
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"eos two characteristics of government in Nigeria:
partisan politics and bureaﬁ:ra.cy. The intggduc-

tion of a partisan politics into management of oper=-
ations brings about a high degree of instability

in top management personnel of industrial estab-
lishments and encourages a general level of ineff=-
iciency in use of resources. There is also a
tendency to subject government establishments to
excessive bureaucratic control which further

impedes the efficiency of operations..."

(Iyanda., 1985).

A lending practitioner in the industry virtually concretized

these issues before the 1S5th Annual Educational Conference of the

Insurance Inatitute of Nigeria:

"The Federal and State Governments in between them own
the controlling share of Nigeria's insurance industry.
Ysually, the role of government nominees on boards of
these companies and other government functionaries

involved with them is inimical to the interests of
the companies. Another facet of the problem is that
government through its parastatals and other agencies
form by far the highest proportion of insureds in

Nigeria. Understandably, the government also plays
the roles of legislator and regulator to the industry,
These three roles are bound to cause conflicts
(with detrimental effect) within the industry and
the ecanomy. For example, when the market introduced
sometime ago the premium payment warranty, government
bodies were exempted thus frustrating the good intentions
of the market agreement. Consequently, the combined
outstanding balances of the various companies has
reached an unprecedented level. One can best imagine
the amount of investiment income lost to the market
and the resulting damage to the national economy.
Again in choosing the companies in which to acquire
controlling shares the governments choose the long
established and successful expatriate companies,

It is only natural that govermments in distributing
patronages would prefer those companies to others
iy which they do not participate. with such an
arrangement which constitutes an unwitting conspi-
racy, the gulf between the larger companies owned
Jointly by government and expatriate interests

and the smaller indigenous companies is bound to
become wider (Ogunlana, 1986).
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The results of these weaknesses are again indicated by Ogunlanas
"The industry has a very poor public image. It
lacks trained manpower. The absence of coopera-
tion amongst companies on the one hand and amongst
brokers on the other, and as between brokers and
companies as well are too apparent. Underwriting
in Nigeria is far from being scientific. There
is no professionalism . The industry's present
leadership is not sufficiently committed, The
ownership structure of insurance companies leaves
a lot to be desired. The market is without
reliable statistics", (Ogunlana, 1986).

10.3.2 Elimination of Foreiﬁg Firms
Table 3.3 (chapter 3.3.1) shows that the progressive elimination

of foreign owned companies became absolute in 1977 when indigenous
and jointly owned companies became the main constituents of the
industry.a‘ But there is no good economic argument for adopting
such a policy if its effect is to create and maintain inefficient
local insurers as a substitute for efficient foreign insurers.
Exclusion of foreign competition merely taxes doreutic purchasers
of insurance for the benefit of domestic sellers of insurance and
probably those who control them., When, following Nigeria's
political independence, indigenous brokers took over the insurance
of the Federal corporations from expatriate broking firms, they
did not live up to expectation (chapter 9.3.1)s Hence the
decision in 1969 to cut them off from government business which has since
been handled by NICON (chapter 8.3). Today, the performance
of indigenous insurance intermediaries has become a threat to
the progress and development of the market (section 102.4).

As for the insurers, the major impact of the domestication

meagures has been to raise the price (sectiom 10,2,1) and lower

the quality of insurance cover (section 10.2.3), creating an
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unwarranted transfer of income and wealth from those who buy
insurance to those who sell it.9 This is inevitable in a restricted
lla.rke‘li10 and is explained by the theory of comparative advantage,
which says that each country or location should produce only those
goods in which it has the greatest comparative advantage in terms of
native resources or technalogies (Aaronovitch and Samson, 1985).
Believing that private decision-makers consistently mis-estimate
the true social returns to their investments or that private firms
under-estimate the true value of training labour, with the result that
the flow of capital into the insurance sector has been suboptimal, the
Nigerian policy-makers have ignored the theoxy of comparative advantage
and, in its place, adopted a variant of the classic "infant industzf’

argument which sayss

".ee there are long-run benefits to the country of
developing a viable insurance industry which outweigh
the shorte-run cost, but private industry wrongly
perceives or estiqgtes or values the balance between
costs and benefits (Smith, 1981).
The adoption of this policy of "infant industry" protection
has meant the introduction of restrictions which are so stringent
that they camnot be complied with without costs wholly disproportionate
to the value of the protection they afford.
As pointed out by Grabscheid (1976), the balance of payments effect
of each item of an insurance account of a foreign organisation is
as followss premiums received cause drain on the balance of paymentss

commissions paid cause gain to the balance of payments; losses paid cause

gain to the balance of payments, and loss reserves cause gain to the
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balance of payments. The most importa;t issue to point out is that
the first producers to enter the industry cannot appropriate all of
the returns to their investments.11 Moreover, since foreign sales
of direct insurance typically involve some presence on the local
market and since foreign firms are not only obliged but also have
strong incentives to employ the typically cheaper local labour
wherever possible, they will have to carry out the function of
training their employees whom other employers may be able to bid
away, 80 that the original employer gets no return on his invest-
ment. It should also be noted that international insurers are
likely to use best-practice international techniques (chapter 12.3)
and thus may be particularly valuable as educators and exemplars

for emerging local insurers (Carter, 1980 and Hindley, 1982).

10303 Foreigg ﬁigansion by Nigerian
Comganies

One of the most important determinants of market development
is the expansion of the market.across the national frontiers,
Although the Economic Commmity of West African State (ECOWAS)
wvas created to ensure among other objects the establishment of
business enterprises oﬂair:xter-state basis, no Nigerian insurer has any
branch in the neighbouring states. However, there have been
rigorous effexts to forge regional cooperation among African
insurers, leading to the establishment of regional associations
such as the Federation of Afro-Asian Insurers amd Reinsurers 2
(FAIR), African Insurance Organisation'> (AIO) and the Vest
African Insurance Consultative Aasocia.tion1h (WAICA). The
activities of the AIO led to the formation of Africa Re in 1977
(Irukwa, 1977) while the WAICA launched the ECOWAS brown card

lcheme1s and is planning the formation of a reinsurance conglo-

merate to pgi known as the ECOWAS Reinsurance Corporation16(Eco-Re).
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Both NICON and Nigeria Re have "contact offices"™ on the
London market., Like the Nigerian owned broking firms located
near the Corporation of Lloyd's, they are mere "conduit pipes"

through which business is channelled to London reinsurers.

10.3.4 Profitability of the Companies

Contrary to the provisions of the 1976 Actﬂ, there is no
uniformity in the presentation of accounting information and the
treatment of similar items affecting accounting policies. For
example, separate balance sheets and profit and loss statements
are not prepared for non-life and life accounts in many instances.
As a result comprehension of information and comparative studies of
performance of the companies have proved very difficult. The figures
compiled in table 10,3 have in some cases been estimated by alloca=
ting funds in proportion to premium income.

According to table 10.3 the combined underwriting results of
the direct writing companies show that the net operating profits
(that is, excluding investment income) of the Nigerian non-life
insurers ranged from 20.61 to 5.71 percent of the retained premium
income during the period, 1978 to 1984. (The continuocus decline of
the profits is attributable to the problems facing the national
economy). On the other hand the gross operating profits (including

investnent income) have ranged from 21,25 percent in 1978 to 5.50
percent in 1984,
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A number of conclusions can be drawn from the underwriting
results., The first is that Nigerian insurers make far more profits
in their undemi*;ing operations than are obtainable on the
international markets. The second, which is deducible from the
first, is that Nigerian insurers charge the insuring public higher
premiums than are justified, The third is that, with the exception
of 1980, investment income forms a minor part of the profits made
by the Nigerian insurers. Therefore the regulations cannot be

said to be protecting the interests of the consumers.

10.3.5 Solvency

Solvency margin is the ratio of the net assets or shareholders'
funds at the end of the year to the annual retained nomn-life
premiums, Net assets are computed by deducting the liabilities
from the assets or aggregating the paid-up capital and the free
reserves., Where a composite company does not provide a separate
balance sheet for its non-life business, difficulty will arise
in carrying out the computation. An additional problem is that
there is no information regarding the methods employed for
valuing the assets and liabilities,

Despite these difficulties it is still possible te estimate
the degree of security provided by non=life insurers on the
market, Table 10.4(a) therefore attempts to present the combised
solvency margin for the Nigerian insurers. The ratio is L9.1h
percent per annum during the six-year period, 1978 to 1983,

The smaller figures recorded for 198, are due to the non-
availability of the NICON results,
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Gross Profit |Net Profit
as Percent- |as Percentage

- age of Hete ]of fetained

‘Retained ained Pre-= |Premium
Year |Premium |Gross Profit| Net Profit | mium
1978 | 123.13 26.17 25.38 21.25 20,61
1979 | 122.16 25.29 22,51 20,70 184143
1980 | 141.68 25.56 13.03 18.04 9.20
1981 | 202.40 24490 22.84 12,30 11.28
1982 | 226.39 26.25 22,35 11.60 9.87
1983 | 183.65 18.27 13497 9.94 7.61
198L 1 307.47 16,90 15,56 5.50 5.71

Sources Compiled from the Annual Reports and Accounts of insurance
companies and data obtained from the 8-man Insurance
Investigating Panel (1986).

Table 10.3
Operating Profits of Nigerian Insurance

Companies Underwriting Non-life Business, 1978 = 148

Table 10.L4(b) indicates theunvsually high solvency margin for
NICON (1 37.06 percent per annum during 1978 to 1983). This is
because NICON is a nationalised company enjoying the monopoly of
the Federal Government's insurances. Like the other companies
operating on the market it enjoys the fat commission receivable

on the chunk of business it cedes to the reinsurance community
(section 10.4.2).

Yeaxr Retained Premium Net Assets Solvency Margins
1978 123413 58.93 147.86
1979 122,16 76.17 62.35
1980 141.68 96.22 6791
1981 202,40 114415 56.40
1982 226.39 136.59 60.33
1983 183.65 149.62 8147
:_318: 143.50% 1004l 70,00
cludes NICON figures

Souree: Compiled from the Annual Reports and Accounts of
insurance companies and data obtained from the

8-man Insurance Investigating Panel (1986)
Table 10.4(a

Solvency Margins ol Nigerian Insurance
Co@ées at vear Eg, 197’8‘—1'585_.
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Year Betained premium Net Assets Solvency Margins
1978 16.03 22.92 142,98

1979 , 21.59 32.33 149.75

1980 27.65 L3.14 156,02

1981 51.14 51,47 100,65

1982 63.73 60.08 94427

1983 37.80 6754 178467

1984 not available not available N/A

Source: As in table 10.4(a)

Table ‘10.L(b)

Solvencx Margins of NICON at Year End,
1978 « 198}

Although the collective solvency margin of the insurers is
reasonably high, some of the Nigerian owned, private sector companies
are not solvent, presumably because of their insignificant share of
the market (sectiom 10.441). Therefore the regulation on reserves
does not guarantee the security of policyholders and should be

supplemented by a stated margin of solvency as well as a guarantee fund

(chapter 12,2.1).
10.3.6 Market Retention
The issue of the domination of the market by foreigm interests
and the resultant outflow of the country's foreign exchange
was upper-mest in the mind of govermment during the domestication
exercise (chapters 5.5 and 8.2). It is therefore pertinent to

enquire whether or not government's aim in this regard is being
realised,
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Table 10.5 shows that on the average 31.75 percent of the
non-life premium income was spent on local reinsurances whereas
18.15 percent was ceded adroad during 1979 to 1983. It should,
however, be stressed that most of the local reinsurances are
placed with Nigeria Re. Table 10,8 shows that the latter
retro-~ceded more than 30 percent of the legal cession abroad during
1978 to 1984, This means that far more than the 18.15 percent noted
above is reinsured overseas, although it must be stressed that
part of this goes to the regional pool,

Clearly, the reinsurances placed abroad, which amounted to
more than %100 million in 1983 alone are excessive, constituting
a continuing drain on the country's foreign exchange. This
situation demonstrates that the government's dcmestication measures

are far from meeting the objects set for them. Apart from the fact that

Year |Total Premium| Retained Premium {Premium Ceded Premium Ceded
Locally Abroad

1979 289.09 145.22 97.10 (33.59) 46.80 (16.19)

1980 320,34 207.20 111.20 (34.71) 50.2L (15.68)

1981 391.18 207.20 109.51 (27.99) The46 (19.03)

1982 Lk6.41 2Ll L2 128,08 (28.69) 73.91 (16.56)

1983 437.93 188.20 147.84 (33.76) | 101.89 (23.37)

Source:s Insurance Department Federal ﬁinistry of Pinance

Figures in parenthesis represent the ratio of premiums ceded to
total premiums,

Table 10,5
General Business Ceded Locallx and Abroad
1979 = 1283 {:'Millian)
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local capacity was not increasing, the balance of payments was not
improved since premiums ceded abroad increased relative to total premiums.
10.4 Wider Economic Effects
The economic effects of policy will be examined by analysing
them within the context of efficient allocation of resources,
balance of payments costs and mobilisation of savings (ielative
to total savings).

10.4.1 Efficient Allocation of Resources

Only four reasons ' have been publicly cited for government partici-
pation in the insurance business. In the first place, there is the
excessive domination of the industry by overseas interests. Second,
there is the inevitabl; feeling that money is flowing from the country
(Nigeria, 1986). The third is the desire to make money for the govern=
ment so that the latter can provide employment opportunities, The
fourth was the official decision in 1969 to eliminate insurance
brokers from handling govermment insurance (chapter 9.3.1).

These are transient motives. The general philosophy, except
among those socialists who subscribe to the nationalisation of
banking and insurance, is that the state should not transact
insurance if the commercial market can give consumers what they
need, When the state has entefed the field in developed economies
it has been because private insurers could not cope (chapter
8.5.1)s The principal examples are insurance of exports againat
political risk and insurance of private property and marine
ventures against war risks in wartime, In the 1930's the state
came to the marine insurance market to reinsure part of the

value of the giant Atlantic liners of the day because the
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private market could not cope with the large values, but the market
grew and the government was able to withdraw (“ockerell, 1980).

The various objectives worldwide of state participation in
insurance (Green, 1976) may be achieved in a number of ways: The
state may (a) establish a monopoly of a special class of business;

(b) finance an insurance institution to compete on the market;
and (c) set up a reinsurance organisation with a compulsion on
direct insurers to cede a proportion of their business to it.

Each course has its drawback. Under a menopoly the consumer |
is unlikely to get his insurance as cheaply and efficiently in condi-
tions of competition., Evidence before the 8-man Insurance Investigating
Panel shows that government parastatals stand to lose in not having
competitive quotations, swift and equitable claims settlement and

effizizu% business service. The policy of the state acting as a
reinsurer and exclusively insuring government risks is detrimental to
competition and efficiency because it encourages concentration of
business in the leading firms. In particular it has led to a consi-
derable share of the market being held by state companies, with the

results that most of the private companies are pushed to the periphery
as table 10.6 shows.

Type of Company Number of Companies Gross Premium Income
Foreign Subsidiaries 14 %131,22

State Companies 10 %111,70
Indigenous Entre-

preneurs L9 %128,38

Total 73 ®371.31

Table 10 06

ket Shares by Categories of Insurers in 1978
Za'Mizzzan;
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In 1978, the share of the market held by state firms had moved
to 30 percent from the 1974 position of 10 percent; the foreign
associated companies' share had declined to 35 percent from the
prestigious 53 percent in 1974; while the private indigenous firms
(49 in number) had a combined share of 35 percent, as compared to
17 percent in 1974, In 1978, the market share of the six leading
companies was 50 percent; the two leading companies had 30 percent
and the leading company, NICON, held 20 percent. Today the latter

controls more than 25 percent of the gross premium income of the

market,

Table 10,6 shows a considerably skewed size distribution with
the effect that the industry has a large number of small firms, but
a small number of large firms. There are about 90 companies offering
general insurance on the market and in 1985 the Herfindahl Index for
non-life insurance companies was 0,10LL, being equivalent to 10
equal-size firms competing, The Herfindahl Index for life insurers in
1985 gave a figure of 0,1446, an equivalent of seven equal-size
firms competing. With such a skewed size distribution,
the implication is that a small number of firms dominate the market.
Put in simplest terms this would imply that in some areas ______ prices,
advertising, investment and servicing behaviour ______ the largest firms
dominate or influence the behaviour of their smallest rivals. It
also suggests that when small firms make policy decisions in
respect of premiums or investments, they have to take into account the
expected reactions of their larger competitors (chapter 3.L).

The increasing concentration of business in the hands of state
companies has helped to preserve an oligopolistic structure or a

sellers' (or more appropriately, a leaders') market, This means that
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firms have little or no concern for cost efficiency. In addition,
widespread orga.niaat;ton slack or ingrtia, or to borrow the economists'
technical jargon, "x-inefficiency", exists. This explains why the
investiments of the companies are dull and transactions or manzgement
expenses high (table 10.1). The continuing high management expenses
confirm the view that policy is unwittingly creating an unwarranted

transfer of income aﬁd wealth from those who by insurance to those
who sell it, |

10.4.2 Balance of Payments and Foreign
Exchange Costs

In this section we appraise the economic effects of the
measures which government has adopted to control the impact of
imported insurance and r2insurance on the balance of payments.

Thaze measures, in the main, are the protection of domestic insurers
against foreign competition by the localisation exercise and the
promotion of the development of domestic reinsurance capacity.

We have argued esarlier that the protection of domestic insurers
shifts the balance of payments burden to the reinsurance account -
(chapter 8.5.4). The costs of the legal cessien made to Nigeria
Re are more dramatic., The ceding companies would have been happy
te :r:e'l:a.:i.n18 some of the risks they are compelled to cede to the
Corporatiomn on quota share reinsurance basis (table 10.7); they
therefore have some unused capacity. They receive less commission
on the legal cession than they would have received on the interna-
national market, This means they are subsidizing the operations of
Nigeria Re which pays less commission to the direct writing companies

than it receives on its retrocessions om the open market.
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Although Nigeria Re has a stronger negetiating edge over the

direct writing companies to offer foreign reinsurers a more balanced

portfolio of business in exchange for their retrocession, no emphasis

is placed on reciprocal agreements.

Table 10.8 shows that in 1983

Nigeria Re received %15 million in foreign premiums again 349 million

in local and foreign premiums it retreceded abroad.

This disparity

has been the trend since the Corporation was established.

Class of Business

Gross Premium

R/1 Ceded Locally

Accident

Fire

Motor

Marine
Workmen's Comp
Miscellaneous
Total Non-life
Life

Life & Non-life
Sources

L7.79
97.99
139.02
78439
8.86
65.88
437.93
140,80

578.73

13.77
36.18
21,91
40.73
1.97
33.28
147.85
6.17
154,01

R/1 Ceded Abroad
8.k

37.65
3.18
4050
0.4L41
1.7

101.89

not stated

not stated

Insurance Department, Federal Ministry of Finance

Table 10.7
Nigeria's Business Ceded Locally and Abroad, 1983 (¥.M.)
Year |Total Premium| Retained |Premium Ceded |Premium Ceded | Reciprocal
Premium |Locally - Abroad Business
1978 22,00 20.44 1455 157 -
1979 65.26 40.07 - 25.19 -
1980 6456 40,12 0.18 24,29 0.77
1981 9L.29 64.08 0.46 29.75 2.27
1982 96,00 67.25 0463 28,11 3.66
1983 113.21 6l4.21 0.19 14,8.81 15.30
198l 108.80 71.53 0.29 37.26 14472
Table 10,8

Premium Received and Ceded by Nigeria Re
1978 to 1984 (Naira Million)
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Some evidence has been very elucidating about Nigeria's
participation in regional pools. Table 10,9 shows that Nigeria so
dominates the WAICA Reinsurance Pool that it can only be concluded
that we are merely subsidizing the other member countries. The same

observation applies to Africa Re. Olawoyin (1985) has made the

pertinent remarkss

"From what has been gathered from some of the
leading insurance practitioners in this
country, it would appear that very little,
if any, of the premium income of Africa Re
is being invested in this cowntry. If this is
really the case, it is considered to be a
situation which should be seriously deprecated.
One would therefore like to call on the
Pederal Government to show greater interest in
the operations of Africa Re with a visw to
ensuring that its policy orientation is such
that it enables our country to derive the
saximum economic benefit from such operations."

It is instructive to note that Africa Re did not pay dividends
to its shareholders for the year ended 31 December 1983 because the
modest profit of N2 million it made was used to offset part of the
previous year's 10::.19 Some of the problems facing the Corporation,
like the other regional pools,20 arise from currency devaluation,

depreciation, fluctuations, and shortage of foreign exchange in
member states of the 0.,A.U,> (table 10,10).

Country 1981 ] 1982 | 1983 198 | 1985
Nigeria 28 30 32 35 37
Ghana | 2 3 3 3 L
Gambia 1 1 1 1 1
Sierra Lecne 1 1 1 1 1
Liberia - - - - -
Total 3 35 37 Lo L3

Table 10.2‘&)
Membership of WAICA Re Pool
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Onderwriting Year Nigzeria

Ghana | Gambia | Sierra Leone | Total

1981 8.08 0.71 - 0.34 8.19

1982 8.69 0.99 | O.11 0.39 8.8

1983 L.88 0.99 |O0.10 0.21 5401

1981 1.63 0.12 |0.04 - 1.65
Sources As for table 10,1

Table 10,9(b)
WAICA Re Pool's Portfolio (USE Million)
1979 | 1980 | 1981 | 1982 | 1983 198l

Gross Premium 2%.98 30,84 | 36.94] 32.78 | 52.55 | L7.09
Retained Premium 12,88 | 28.09| 25.70] 23.93 | L1.30 | 36.53
Underwriting Profit - | 1.10] 2.01] 3.07 | L.42 2,57
Short-term investments | 2.,07] 2.90] 3.79| 3.95 | 3.92 L.92
Income from Investments| 0.2L]| 0.51] 0.56] 0.61 0.33 0.L49
Management Expenses 1.63] 1.93] 2.30} 2.7 3.04 3.14
General Reserves - | 0.56] 0.85] (1.03) ] (0.69)] (0.19)
Proposed Dividend - - 0.L46 - - -
Profit for the Year | (0.31) 1.14| 0.75| (1.88) | 0.34 | (0.50)
Paid-up Capital 0660 ] Leb61 1 Le61] Le66 | Le66 L.66

Sources Africa Res Board of Directors Report and Accounts,

1979 to 1985

Table 10,10
Annual Results of Africa Re, 1

(us g Million)
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Turning back to the specific issue of Nigeria Re, there is
further evidence which shows (table 10,8) that the compulsory
cessions are leaving the country. This is inevitable since

Nigeria Re is obliged to seek reinsurance el sewkere owing to its

unbalanced portfolio.
In the words of Carter (1980):

"One of the dangers of compulsory reinsurances in
that they unnecessarily add another link to
the production chain so increasing the cost of
insurance for policyholders, Such an increase
in cost is particularly likely if... the
compulsory cessions have to be made on terms
less advantageous than those available on the
international markets."

As remarked earlier this means that the policyholders of the
ceding companies are subsidising the operations of Nigeria Re.
A cage therefore exists for the ending of such preferential
treatment, so that although Nigeria Re would still have a
captive market, it would have to pay normal rates of commission
on compulsory cessions. On the other hand there is need for
all classes of insurance to be placed on the same basis as life

insurance business where the direct writing companies are
required to cede business to Nigeria Re only in excess of their
retention linits.22 The next .step would be to remove the
Corporation's monopoly privileges.

Government should heqd the Olawoyin warning on the system
of regional cooperation, If it-has-not done so already, the
governament would be well advised to undertake a detailed investi-
gation into the results of reciprocal exchange of reinsurance
business or of regional co-operation, and certainly do so
before engaging in any extensive regional pooling of business,
such as the proposed ECOWAS Reinsurance Corporation.23
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10.4.3 Mobilisation and Investment of Capital Funds
There is no restriction on the supply of life insurance in

Nigeria other than its fiduciary regulation. This is why it readily
responds to competition (chapter 3.3.4).

The investment of insurance company funds is closely monitored
by legislation seeking to protect policyholders against incompetent
or dishonest management (chapter 7.6.3.6). Perhaps a picture of
the actual pattern of investment behaviour by life and general insurance
companies would be revealed by considering the distribution of assets
of the companies. Table 10.11 shows the percentage distribution of
financial assets held by life and non-life insurance companies.
Excluding investment in government securities (as a result of inadequate
information to break it down into short and long-term components) invest-
ments in corporate securities and real estate and mortgages, with a
combined average of a little over LO percent, dominate the portfolio
of insurance companies. When the long-term component of govermment
securities is added, the proportion of assets with longer-term
maturities will constitute over one-half of the investment portfolio
of life companies, Investment in assets of shorter=term maturities
shows a downward trend from 31 percent in 1977 to 18 percent
in 1984, It is therefore safe to conclude that the investment
policy of life companies during 1977 = 8l was geared toward the acquis-
tion of assets with longer-term maturities. Less emphasis was

Placed on short-term liquid assets.
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LLE

Average
1977-8l

Aosots 1977 1 1978|1979 |1980  J1981 | 1982 | 1983 | 198y
ong Term (1Life) Funds

Pederal Govt. Securities 2.62] 2hJ1 | 19.66 | 19517 | 21.10 | 21.26 | 23.77 | 22.72 | 22.09
State Govt. Securities 0.69 0.88 0.47 0.40 0.56 | 0.47 0.33 0.56 0.55
Semi - Govt. Bodies' 0.51 o9y | 0.95 | 0.26 | 0.3 ] 0.89 | 0.72 | 1.98 0.82
Other Bonds & Stocks 15.951 20.15 | 22.30 | 26.87 | 30.94 | 31.50 | 30.12 | 28.T1 25.82
Real Estate 5.63 Seli3 9.00 9.00 | 6.16| 6.84 | 9.33 | 6.89 | L6.1 |
Mortgage Loans on Real Estate .48l 15.51 | 12.67 | 12.51 | 1432 13.29 | 11.75 ) 9.40 | 12.35
Loans te Policyholders 4.02 L.L3 3.85 3.99 | s.o7] 6.69 | 5.23] 5.68 4.87
Other Loans 3011 Le7l | L.99 5e51 3.54 | 6.19 | 6.16 | 5.72 5.00
Cash on Deposit A/C 27.89] 21.60 | 24.15 | 19.64 | 16.69 ] 10.53 | 10.99 16,79 | 18.5L
Bills of Exchange 3.11 1.89 1.97 2.64 1.29] 2.36 1,60 1.55 2.05
Total Financial Assets (¥°'M) 136.61] 159.93 [238.91 |265.93 |278.9L P1 3.76 |416.42 4925k N/A
General (Non-life) Funds

Federal Govt. Securities 17.94} 18.26 | 16.91 | 18.71 17.61] 12.43 | 11.80 | 13.42 15.89
State Govt. Securities 0.68 0.38 0.78 2.02 1.17] 0.90 | 2.1 2.15 1.27
semi Govt. Bodies Securities 0.62 1.65 1.42 2.06 1.69] 1.05 8.15 1.55 2.27
Other Bonds & Stocks 10.94] 13.79 | 19.31 | 22.91 } 25.16 33.85 | 28.94 | 27.01 22.74
Real Egtate 7.38 6.73 6.15 | 11.19 | 16.11] 13.18 | 13.11 | 19.20 11.63
Mortgage Loans on Real Estate 1.58 2.48 L4.37 L.72 3.02} 5.74 2.81 3.51 37.9
Loans to Policyholders 0.1 0.53 1.02 0.6L 1,62} 2.16 0.04 1.49 0.95
Other Loans LT 6.64 | 2.93 3.05| 6.03] 8.27 ] O0.47| Leb5 5.57
Cash on Deposit A/C ¢s.311 L7.52 | L5.75 | 30.85] 2L.99 21.72 | 24.19] 26.92 3L.66
Bills of Exchange 0.6 2.04 1.36 3.85 2,60] 0.68 0.37 0.30 1.49
Total Pinancial Assets (¥'M) 155. 191.56 | 209.26 | 187.90 | 253.30]339.13 358.59 | 310.20 N/A

Sources Insurance Department,

Percentage Distribution of P

Federal Ministry of Finance and Economic Development.
Pable 10,11
inancial Assetsheld by Insurance Companies, 1977-8L




The investment policy of non-life companies during the 1977-8L
period clearly emphasised the acquisition of assets which can be
converted into cash at short notice; hence the prominence of cash and
bills of exchange with an average of about 36 percent. While invesiment
in government securities was at an average of 19.L4 percent, investment
in securities increased from 11 percent in 1977 to a peak of 3L
percent in 1982 before declining to 27 percent in 1984, Clearly, primary
emphasis was on liquidity while the secondary concern for high
investment income was manifested in investment in government and
corporate stocks,

One conclusion that can be drawn from the pattern of invesiments
from 1977 to 198L4 is that the management of insurance companies has been
extremely cautious (evidenced by the general emphasis en highly liquid
and short-term assets), less aggressive, and less innovative in their
employment ef funds. An explanation for the conservative investment
pdrtfolio may be the absence of policy = an important oversight in the
1976 Act _____ on solvency requirement and most importantly on the
quality of investment necessitating the imposition of regulations
with regards to the relationship between the ratie of reserves to
certain classes of investments, dividends and earnings coverage and
payment requirements, the type and'v7}u°of collateral or interest
coverage, and procedures for valuing investments in securities.

The need for aggressive portfolio management should be translated
into finding more profitable but secure chammnels for insurance funds,
for example, lease financing, participation in syndicated loan arrange-
ments, project financing as well as developing specialist financing
outlets - small business and industrial section - for their surplus
funds. This, however, requires or presuppeses the existence of
financial expertise to manage the portfolio, as well as the profita
bility of these investments, Insurance funds, if properly channelled,'
can be an important source of finance for industrial growth,
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10.5 Conclusion

Whether the state should become financially involved in
activities just as well perfomed by efficient private enterprises
is a highly debatable propesition, particularly if the financial
resources of the state in question are slender relative to the
total demand for theme The choices made in settling questions
of this sort, however, must by their ' very nature be made
politically. For they involve values = and value differences
cannet be resolved by reference to ebjective criteria. To
put it differently, the disinterested analyst cannot pass
Judgement on the 'correctness!' of policy, but only on whether
a given policy has been well or badly implemented.

This chapter has shown that the gains of the domestication
measures are not as large as may appear on the surface because of a
shortage of managerial expertise and increased transaction

costs and market frictions introduced by these policies.
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10.6 Notes
1. See Adewale (1979).
2. Ibid.

3¢ A similar survey carried out by Om'te Diatchevbe in
1981 shows similar result (Daily Times of 18/5/81).
Also, a survey of policyholders carried out by Radie

2 on 15/7/86 showed that no respondent spoke well of
insurance companies.

Le Business Times (22/6/81).

S. Por example the Nigerian Insurance Association,
Nigeria Insurance Employers' Association, the
Nigerian Insurance Institute, etc.

6. The other reasons include the poor performance of
insurance intermediaries (see section 10.2.L)
resulting in lack of adequate contact and trust
and the under-development of the entrepreneurial

scene, which insurers are wary to insure,
7« See Thomas (1981) and Danmusa (1981),

8. Only one company, Fire, Equity and General, has
registered as a foreign associated company with
60 percent indigenous (private) participation.

9. For evidence see Omoruyi and Demuren (1980).

10« See Carter and Dickinson (1979), Smith (1981) and
Hindly (1982).

11. These returns are taxed at the rate of LS percent.
In addition, shareholders have to pay another 15
percent tax deducted at source on all declared
dividends, Evidence before the 8-man Insurance
Investigating Panel (1986) reveals that only a
small percentage of earnings is: remitted back to
parent companies with consequently little impact
on foreign exchange reserves,
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12,
13,
L.
15,
16,
17,
18.

19.
20,
21,
22,

23.

See Lijadu (1983).

See Browne (1977).

See Woode (1976) and Irukwu (1977)

Daily Times (1/11/85).

The Guardian (28/1/86).

See sections, 2, 16 and 19 of the Insurance Act of 1976.

The market hardly needs external reinsurance on the
motor business,

Nigerian Tribune (23/7/8L).
The funds are expreséed in hard currency.
Nigerian Tribune (2L/3/8L).
Nigeria Re: Annual Report and Accounts, 1983, pp 10.
The Guardian (28/1/86).
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CEAPTER 11

ASSESSING THE EFFICACY AND EFFECTS OF
REGULATION IN NIGERTA3
QUESTIONRATRE FINDINGS
11.1 Introduction

The study conducted by the researcher is presented in this perultimate
chapter. The purpose is to ascertain the extent to which the objects of
the state in intervening in the operations of the imsurance industry in
Nigeria have been realised., In the first place, the siructure of the
main questionnaire (appendix 3) is outlined., Next, a presentation of its
administration as well as the problems arising therefrom is dome.

Then, a detailed analysis of the findings is conducted under the various
regulatory measures., Pinally, the conclusion is indicated.
11.2 m-se of Questionnaires

The purpose of the survey is to gather the views of industry
on the nature of the control legislation and its general effects and
effectiveness. 3Ry endeavouring to find out whether the regulation
has ‘affected the firms favourably in terms of their competitiveness,
the survey is indirectly investigating the impact of the legislatiom
on the stureture, conduct and efficiency of the market (chapter 1.h.1).

11.3 gtructure of Questiomnaires
In designing the questicnnaires, emphasis was placed on three

broad groups of variables. The first is the reasoms for introducing
the regulations, the second is whether there was adequate consultation
vith the industry, and the third is to investigate their efficacy
(chapter 1.4.5). . Xecordingly the main questionnaire, made up of
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83 questions (appendix 3) is structured to find out the relative
success of the control measures such as the registration regulation,
government participation in business, the indigenisation of foreign
subsidiaries, the loealisation of imports insurance, and regulations
on insurance contrasts, investments and pricing.

11,y Administration of Suestionnaires

The questionnaire was designed by the researcher in December 198l4
and tested in a pilot survey of the leading practitioners in the
industrf in February 1985. This led to some changes in the wording
of the original questiommaire. The pilet survey was not a success
since only one person out of a total of 20 people approached responded
(chapter 1.4.6),

This lov response convinced the researcher that the study was going
to be slow and laboriouws since perscnal interviews would mostly be
resdrted to. JFor most of 1985 these interviews were conducted in Lagos
and the state capitals where the headquarters of the insurance companies
are sited and in London where Lloyd's brokers, who frequent the Nigerian
mrket, and consulting setwaries with considerable experience of the -
Nigerian market, are based. Pive research assistants were empleyed
for a period of four weeks to assist with reminders., Cosrespondence
vas oponed wvith the UNCTAD Secretariat in Geneva,

on 23 January 1986, a totally unexpected incident occurred., An
official in the Pederal Ministry of Trade, Mr. F. O, Sopelu, visited
the researcher with a letter (appendix 1i) summoning him to attend the
inauguratiem of the § - man ingurance investigating panel which was
set up by the Nigerian Govermmeat to investigate the reimswranse
activities of the compamies operating on the market (chapter 1.4.6).
The setting up of this pamel becams & dramatic, twming point im the
process of gathering empirical data for use in this study.
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The panel, was not slow in adopting the researcher's revised ques=-
tionnaire (appendix 3) which every insurance company operating on the
market was compelled to complete. While providing useful insights into
the industry, the questiomnaire became very long because it was serving
the two purposes of the official investigation and that of the study.
Hence, only some of the questions will be used in this study.

11.5 Analysis of the Pind
The responding companies can be classified into different groups

vhose roles are not always complementary (chapter 1.h.3). These
groups are the indigenised foreign subsidiaries or Joint-venture
firms, state owned companies and indigenous private sector companies.

The first group of companies enjoy the advantages of longevity
and the economies of large scale, With their established market
shares, they are better placed to reap the benefits of scale
advantage and able to absorb the costs of the regulations. The state
owned companies are protected from competition since they are
favoured by legal and administrative direction. The third
growp of companies, that is, the indigemous private sector
companies  must, wpon entry into the market, establish their market
share through product differentiation (chapter 3.2.1) involving
advertising, promotion, research and development, etc. Since
this involves costs of an order large enough to counter the firms
already established, they constitute an entry barrier by increasing
the coats of the potential entrants.

Because regulation tends thus to protect already large and
deminant firms from their competitors within tha industry,
it vas expected that the respomses would be biased leading to
incorrect interpretation (chapter 1.4.3)s Nenee the hypothesis
of this study that, although established insurers tend to
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favour market discipline, they do not want regulation for its own
sake but only if they can profit by it. PFor, as Smith (1981)

has remarkeds

*If the burden of regulation is excessive

but that burden can be largely passed

on to the consumers of insurance and if

an effect of regulation is to restrict entry

unduly, then for "the industry® to take a

benign view is quite comsistent with the

overall effect on national welfare being

malign,"
Nence wide variations will be found to exist in the responses to
the questionnaire and some bias will be prevalent. Consequently the
analysis will endeavour to isolate some of the bias by interpreting

the responses on some of the regulatory measures under the main

groups identified above.

11.5.1 Registration Regulation

Questions 1 to 15 (appendix 3) are devoted to finding out vhy
the registration conditions were introduced in the first instance
and the extent to which the objects were attained, Clearly the aim
is to reduce the mushrooming of the industry by the private sector
indigenous companies. This explains why the majority of the
respondents (over 70 percent) were satisfied with the registration
conditions, Question 1, "Are you satisfied with the conditioms
for registration?® was designed to test the study proposition that
insurance companies do not want regulation for its own sake
but only if they can profit by it. All the joint venture and
state owned companies were wnanimous in indicating approval, while
as many as eight of the 46 indigenously owned private sector

companies which have borne the brunt of the regulations,
expressed disapproval,

325



All the Jjoint venture companies considered that the minimum
paid-up capital was adequate and most of them felt that the pre-
cipitate increase in share capital did not affeet them. Views on these
issues in the other groups were divided (table 11.1). It is worthy
of note that about 60 percent of the respondents were of the view that
the entry conditions were inadequate and went on to mention areas which
needed review (table 11,2),

The impact of the regulation is, however, very surprising.

WVhile about 68 percent of the respondents agreed that the present
position represented an improvement over the pre - 1976 situation,
about 50 percent said the present entry requirements had no
positive effect on the proliferation of the industry. As high
as 18 percent of the respondents felt that the effect of the
statutory deposit on the national economy was only marginal,
while about 14 percent said there was no effect whatsoever (table 11.3)e
These responses clearly show that the objects of the legislation
are far from being attained and therefore there are grounds
for questioning its efficacy.

11.5.2 Government Participation

The national debates of the IMP loan in 19851 focused
it.t’ca.l'n::l.on‘ on the performance of government oonpanhl.z‘ The
shocking revelation, that the income derived from public investment
in commercial enterprises is very mll,3 has led to oallsh for
privatisation of state owned companies. On the other hand it is

felt that privatisation would concentrate wealth in the hands
of the rich.’

Applied to the insurance industry, the above contention holds,
While a good case existed for government participation in the
industry (chapter S.4.1), government!'s continued involvement in it
may have the effect of delaying its growth into a strategic positiom

in the national ecomomy.

326



Do you consider the present minimum
paid-up capital adequate?
(a) Adequate
(b) Inadequate
(¢) Excessive
(d) Undecided
Number

How did the precipitate increage in share
capital affect your company in 19767
(a) Adversely
(b) Pavourably
(¢) Ko effect
(d) No opinion
Number

Are you satisfied with the condition for
registration?

(a) Yes
(v) ¥o
(¢) ¥o opinion
Number
Should the paid-up capital remain
deposited with Central Bank?
(a) TYes
() m
Number
Should the statutory deposit be regarded
as part of the assets of insurance .éampanies?
(8) Yes
(b) wNo
Numbex

Table 11,1

Questions and Responses on the

Minimum paid-up Capital
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r!ims rm Firmg
16 5 2l
- T 21
16 12" L6
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b L 8
10 . W 1L
LI ! 19
16 12 38
6 | 12| 38
- - 8
16 12 L6
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16 12 46
15 10 42
1 2 4
16 12 46



Areas Needing Review Respondents

Capital base too low L43.75%
The whole provisions are overdue for amendment 12,50%
More stringent conditions should be imposed 9. 38%
Only professionals to operate on the market 6.25%
Banks* regulation procedures should be copied 3.13%
Review of S.5(1)e of the 1976 Act 6.29%
Review of S.5(1)f of the 1976 Aot 15.6 3%
8.9(2) of the 1976 Act to be deleted 3.13%
ns= 3
Pable 11,2

sted Review of the Registration Re tion
The effect of increased capital on the number of companiess

(a) Stemmed proliferation of companies 13,2166
(b) Slightly stemmed proliferation of companies 14.05%
(¢) No effect 14,8.65%
(4) Don't know L.05%
n=7Th
Level of improvement on the pre=1976 insurance practice
(a) Significant 67.5T%
(v) Marginal 31.08%
(¢) Don't imow 1.3%
ne=Th |
Bffect of statutory deposit on the economys
(a) Ssignificant 60.81%
(b) Marginal 17.57%
(¢) ¥o effect 13.51%
(d) Don't know 8.11%
n=7Th
Table 11,

Resulis of the Registration Regulation
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The questionnaire findings are very illuminating.
Questions 75 to 78 (appendix 3) are designed to assess the

effects of govermment participation in the industry. The responses
are presented in table 11.L

Joint Public Private
Venture | Sector | Sector
Companiés ‘| Companies | Companies
Are services rendered competitive? |
Yes 5 12 27
No L - 13
No opinion 7 ’ 6
Number i 16 12 L6
Should insurance intermediaries
handle public sector business?
Yes 15 1" 36
No | 1 1 1
No opinion - - 3
| 6
Fumber ' 16 12 L
Should the monopoly be continued?
Yes ' 2 9 3
o 1, 2 (Y
Ko opinion - 1 2
16 12 L6
Should state owned companies be
privatised?
Yes 10 é N
No | S L "
No opinion 1 2 Ly
Number 16 12. L6

Table 11 ok

Goverrment As Insurer

329




Question 75 ("Do the terms on which state owned companies write
business compare favourably with rates and cover that could otherwise
be obtained on the market?") was designed to find out whether the
service rendered by state owned companies was considered to be
competitive., It is clear from table 11.}4 that the response was
mixed, Less than one third of the representatives of the joint-
venture firms considered that these companies rendered competitive
service., On the other hand about 60 percent of the privately owmed
"~ firms said that these firms rendered competitive service, A clear
majority of the respondents held the view that these companies should be
privatised and the monopoly of the btusiness they enjoy discontinued.
They are against the monopoly because it negates the principles
of insurance in terms of spread of risk and the fact that it
hampers competition., Those against - particularly the public sector
firms gave the fellowing reasons:(1) Other insurance companies enjoy
the monopoly of tied acoounts (2) Government patronage of its
insurers is necessary to ensure effective competition with
foreign associated companies. " (3) To conserve government funds
vhich otherwise would have been paid out as premiums, (L) Such
government patronage will gnarantee financial support for
government from government insurers in the time of need.

(5) To discourage non-payment of premiums and claims.

The exclusion of insurance intermediaries from handling govern=-
ment and quasi-government business - a peculiarity which makes
the state owned company an insurer and broker rolled into one -
is a feature of the market. To find out whether this feature
should be continued the question was askeds "Should

insurance intermediaries handle public sector insurance?"

To this a clear majority of respondents gave an affimmative
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answer (table 11.4). They contended that insurance intermediaries would
ensure a sound market practice and that the best terms would be .secured.
Those opposing, apart from the fact that some of them did not

understand the question or indeed the role of intermediaries,

cited the following reasons in support of their view points

(1) The public sector reputation of delaying premium payment.

(2) Government departments and parastatals should set up insurance
departments to serve as intermediaries. (3) Government owned insurance
companies should serve as intermediaries for the public sector.

(4) Government departments and parastatals do not need insurance
intermediaries,

The balance of the views expressed is clearly in favour of
privatising the state owned companies,

11.5.3 Indigenisation of Foreign Subsidiaries

The issue of the indigenisation of foreign companies is
closely related to government involvement in industry. This is
because the domination of the economy by the former led to the
latter. Therefore the privatisation of government companies is
synonymous with the indigenisation of foreign subsidiaries.

Thus, if privatisation has become the vogue, there is no
need for government to continue to hold equity shares in foreign
subsidiaries. As a matter of fact government's initial involve-
ment was to varehouse the shares taken over from foreigners until
they are released to private imres't'm:as.6

The questionnaire findings reflect the views expressed above,
Respondents' views on the effects of indigenising foreign owned
insurance companies are classified into (1) good effects only,

(2) bad effects only and (3) both good and bad, Most of the
respondents are in the first category whereas there is none in
the second (table 11,5). This shows clearly that foreign companiss

are not popular, although some respondents admit that their
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indigenisation has resulted in loss of expertise, lack of technical

partners resulting in shabby and inefficient service and reinsurance

problems,

¥What have been the effects of indigenising
foreign subsidiaries are?

Positive effects only

Negative effee.s‘tsg only
Both positive and negative
Ko effect

No opinion

Number

Positive effects

1+ Increased Nigerian participation
and local manpower development

2. Conservation of foreign exchange

3. Increased knowledge of andexperience
in insurance practice

4o PFaster growth
S. Demonstration of sovereignty

Mtiva effects

1. Loss of expertise and technical support

resulting in ehabby and inefficient
practice

2, Treaty problems

Table 11 OE

Joint Public Private
Venture Sector Sector
Companies Companies Companies
12 9 b
1 - 1
N ] 11
16 12 46

Rumber of respondents

Number of respondents

Effects of Indigenising Foreign Subsidiaries
11.5.4 Localisatioh of Insurance of Imparts

The objects of the localisation of imports insurance were to

boost the market and reduce expenditure on imported insurance

(chapter 8.5.4). An enlarged market will attract new entrants

into the industry and engender competitiom.

Asked what the effects of the localisation regulation had been

on the accounts of the inmsurance companies, the majority of the

respondents said that their marine and aviation accounts had been

boosted (table 11.6). On the other hand, some of the respondents said that
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What have been the effects of localisation
on respondents accounts?

Increased premiuns and portfolio
Marginal effect
Reduced premium

Diffioulty in settling overseas losses
(Ga & Salvage)

Ne opinica
Meltiple responses

Is there double insurance following
localisation?

Yes

No opinion
No opinion
Number

Vhat are the reasons for increases in
premiun rates?

8. Introduction of section k6 of the

1976 Act

Increase in moral and physical hazard
Cautions underwriting

Rates not increased (over capacity)
No opinion

Notes Percentages total more than

be
Ce
d,

100% becanse of mltiple responses

ngl. 11 06

Bffects of Jocalisation

Joint Public Private
Venture Sector Sector
Lompanies| Companies) Companies
12 9 32
- 1 -
- 1 -
2 - -
ly 1 1
18 12 L6
N 2 1
9 10 28
3 | - L
16 12 46
2 - 2
10 10 26
k 2 17
5 2 1
1 -

12

problems were experienced, In the first instance difficulties were encounw

tered in meeting losses, such as salvage and general average, which are

payable oversoaa.7

In the second, there vas evidence of double insuranoe.a

Vide variations existed in the responses to the question on why

yrealum rates had increased (table 11.6).
in these responses because

intended to profit the market irrespective of the costs.
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was reluctance to admit, especially by the public sector firms,

that the introduction of the regulation contributed to rate

increase. Some respondents even said that rates had not mcmased.9
Joint Public Private
Venture Sector Sector
Firms Pirms Firms

Were you consulted before localisation?

Yes - 1(NICON) 3

No 1 10 35

No opinion _j 1 8

Fumber 16 12 46

If you had been consulted, what

advice would you have given?

Vould have supported 7 s 16

vould have sounded caution L - 3

Would have opposed 1 - -

No opinion L 7 27

Number 18 —2_ 4o

Nave applications been made to the

Director of Insurance to allow

brokers to place business abroad?

Ko 14 12 39

No opinion 2 - 1

16 12 Lé

Table 11.7

Evidence of Lack of Consultation

Table 11,7 shows that the market was hardly consulted before
the passage of the legislation. Although the majority of respondents
agreed that they would have supported the measure if they had been
consulted, a sizeable number said that they would have advised

caution, such as the introduction of a claims recovery bureau,
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monitoring of ship movements and gradual introduction. The fact that no
applications had been made to the Director of Insurance to allow brokers

to place business abroad shows that some of the provisions of the legislatiom

are superfluous.

11.5.5 Appointment of Chief Executives

The purpose of screening the chief executives of insurance companies
is obviously intended to ensure that competent men are in charge. It is
therefore no surprise that most of the chief executives are professionally

qualified (table 11.8). Wwhile 83.78 percent of the respondenis agreed
that there were positive results gained from

Qualifications of Chief Executives?

Insurance diplomas and experience 68.92%

Non-insurance diplomas and experience. 17.57%

Certificate courses and experience 9.L6%

Not indicated L+ 0%
n=7l

What have been the effects of prior approval
of Chief Executives?

Positive effects - efficiency and competence

of qualified staff 83.78%

Negative effects: emphasis on paper qualifications L.0%%

No effects Sels1%

No opinion : 6.76%
n=74

Nave you always complied with the requirement of at least

one competent and professionally qualified manager to man
each department?

Yes 7700%

No 20.2T%

No answer 2.70%
n=T,

Table 11.8
Appointment of Chief Executives
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screening, about L percent said there were negative effects, such

as unnecessary emphasis on paper qualification and rigid application
of the regulation, while about 5 percent were unable to identify
any po;i_tig;i n;g??i“:fr.‘eects. About 7 percent had no opinion.

The majority of the respondents (about 77 percent) confirmed
they had always complied with the requirement that at least one
competent and professionally qualified manager was in charge of
each class of business., However, more than 20 percent said that
they had not always been able to comply. The reasons they
adduced weres departmental heads existed before the promulgatiom:
of the legislation (hence, there is no need for the stipulation);
the vague definition of "competent and professionally qua.liﬁed"no
and the scarcity of professionally qualified persons.

These responses would appear to indicate thet there is no

need for the detailed provisions,

11,5.6 Insurance Policies
To the question, "what is the effect of section 14 of the Insurance

Act 1976 on insurance practice in Nigeria® the majority of respondents
(67.57) percent) said there were positive effects to be gained from

the standardisation of insurance policies. Wwhile 17.57 percent were
able to identify some negative effects, 12,16 percent could not think of
any effects at all, 'Tis division of opinion persisted when the
question, "Should section 1l be retained in its present form or

suitably amended?" was answered (table 11.9).
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The poesitive effects identified are: wuniformity and
standardisation of practice; effective govermmental control of
insurance practice and the protection of policyholders against
adverse policy terms and conditions. The negative effects om
the other hand are two fold, It not only discourages innovatiom
but also disrupts sound underwriting which is aimed at reflecting
the nature of risk.

About 5 amendments " to section 14 of the 1976 Act were suggested.
Pirst, the fine imposed on non-compliance should be reduced to
%500, Second, brokers should be used to determine whether or not
a contract was suitable for the policyholder. Third, section 1L
should be more flexible to permit sound underwriting b2icd an
the nature of risk., Pourth, section 1L should be more specific
for its intention and purpose to be better understood and appre=-
ciated, FPifth, a policy drafting committee should be constituted
to determine policy wordings so as to reflect market situations
(the NIA should be involved).

These contradictions are hardly surprising. The overwhelming
majority of the respondents admitted that no insured had sought to avoid
his policy for non-compliance with the provisions of section 1
by the insurer, Similarly none of the respondents could remember the

case of any insured taking action agsinst his insurer for breach

of the section,
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The classification of the effects of section 14 on
insurance practice:

Positive effects 67.5T%

Negative Effects | 17.57%.

No effects 12.,16%

No opinion 2.70%
n=Th

Whether the insured has sought to avoid his
policy for non=-compliance by insurerss

Yes 2.70%

No 9L.59%

No opinion 2.71%
n=T4

Whether any action has been taken against
the insurer for breach of S. 1l

Yes 0.0%
No 98..65%
No opinion 1435%

n=T74
which of the following best expresses your opinion?
S. 14 should be retained in the present form 6L 30%
S« 14 should be suitably amended 28.7T%
S. 1l should be scrapped 6.85%

n=Th
Table 11.9

Rogonsu on Insurance Policies
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on the basis of the observations, it would not appear as if
the provisions of section 1l are necessary. According to these

observation, "market forces determine what is required by the
insuring public" and "failure to meet a demand (by the insurer)
means that one's. business fails."

Section 14 of the 1976 Act is ambiguously worded and almost
incapable of enforcement, Therefore, it should be repealed.

Perhaps guidelines on standard conditions, warranties, endorsements,

etc, are what are necessary,
11.5.7 Investments

The investment of insurance company funds is influenced by
legislation seeking to protect policyholders against incompetent
or dishonest management, Although forced investment of reserves
emanates from a concern with the protection of policyholders to
ensure that there is adequate diversifisatiom and that the
overall capital and liquidity risks are kept within acceptable
limits, it has the effect of imposing some constraints on the
flow of funds which insurance companies have at their disposal
to invest (chapter L.3.6).

The companies were asked to select from a range of factors which
can influence investment policy those which had affected their- investment
income. The purpose of this question was to find out the relative
importance of these factors in the Nigerian context. Wide variations existed
in the responses to this question (table 11,10), While the majority view
was investment policy was adversely affected by restrictive legislation,
& sizeable number felt that the major factors which influenced the
investments were both restrictive regulation and inavailability of

profitable investments. It is noteworthy, however, that the well established
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companies did not think that the provisions of section 18 of the
1976 Act were restrictive but were sensible guidelines for proper
investment of policyholders' funds. They said they were severely
constricted in finding proper investment outlets, although were
encouraged to see the take-off of the secondary market on the
Lagos Stock Exchange and a tendency towards what they regarded as
proper industrial development.

According to the survey, the rationale for the investment
regulation included effective control of investible funds, the
provision of funds to finance government projects and the imposi-

tion of a helpful guide to proper investment decisions.
Factors affecting investment incomes

Efficient investment managers : 35.1%
Inefficient investment managers L .0%%
Restrictive insurance legislation 58.11%
Profitable investment outlets . 25.68%
unavailability of profitable investments 28.38%
Luck 6.76%
Other factors (lack of funds) 6.76%
No opinion 10.81%

n = T Note:s Percentages total more than 100%
because of multiple responses,

Effects of regulation on insurance fundac.

Positive effects 19.51%

Negative effects 1h.63%

No effect 57.32%

No opinion 8.+5L%
neTh

Whether respondents have strictly complied with the
provisions of the regulationg

Yes T2.9M%

Not always/not quite 9 s6%

No 13,51

No opinion L. 06%¢
n=Th

Table 11,10

Impact of Restrictive Legislation on Investments
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The negative effects were given as; (1) Tﬁe regulation is very restrictive
causing inflexibility in investments and disallowing the ingenuity of invest-
ment experts., (2) Interest rates on government securities are too low and
very uncompetitive causing low returns on the investment of policyholders®
and shareholders' funds. (3) It makes underwriting more risky as the
interest assumption in the actuarial calculations may be hampered by
low yields.

More than one quarter of the respondents said they had not always
complied with the provisions of the regulation. Their reasons included:
economic recession and lack of funds to invest; delay in investing in govern=-
ment securities; government securities are not always availablej and ™no
real estate suitable for investment,"

One question was to find out who, in a company's organisation structure,
should decide investment policy. The purpose was to show from the responses
(table 11.11), that although the aim of the investment legislation was to
closely monitor the investment activities of the insurance companies, the

important aspect of w#ho should decide investment policy was omitted from

the provisions.

Who decides investment policy?

Board and management 27.03%
Board only 27.03%
Management only 17.57%
Chief Executive only 8.11%
Accountant and Consultants 1.35%
Investment committee 10.81%
General manager and Accounts Dept. 1.35%
Financial Director only 1.3%
No response SL0%
na=7h
Table 11.11

Category qiﬂgfficials Who Decide Investment goligz
in the Insurance Companies (Percentage Distribution)
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On balance there would appear to be a need to relax the
investment guidelines to enable insurance companiesto contribute
their rightful quota to the development of the country. For
example, in response to the questionnaire it was often stated
that investment in real property, should be encouraged.,

11.5.8 Rate Regulation

There is a very divergent view (table 11.12) on why rate
control was introduced in the first place. This means that the
view of the industry was not ascertained in the first place.
Xence the reasocns -addgced against rate control. These in the
main ares (1) Inflation has increased the cost of insuranceso there
is a very good case for premium rates to increase correspondingly
in order to reflect the changing situation. .. (2) The
restriction hampers flexibility and obstructs free market forces.
(3) There is need for cohstant revision/adjustment of rates.

(L) Motor insurance companies cannot react to business
deteriorations because of this restriction. (5) It hampers
effective and sound rate underwriting. (6) It leads to reduction
in cover to avoid high premiums.

It is therefore, hardly surprising that rate control wvas
vieved with disfavour (table 11.13). The majority view was that
motor insurance rates set by the government were lewer tham they
would otherwise be., This has resulted in eircumventing the
regulated tariff by such devices as refusal to grant cover to
some clagsses of risk, reduction in cover to the barest minimum
and the application of deductibles and franchise.
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About one third of the respondents are able to identify the
positive results. (1) There is uniformity in rates, a situation
wvhich eliminates rate pitching and arbitrary increases resulting
in a stabilised market and concomitant. public confidence in the
industry. (2) It also makes the insuring public aware of what
to expect to pay for their ingurance and so budget accordingly.
(3) It bas established the need to gather statistics at industry
level to Jjustify any requests for rate increase.

Vhy was rate control introduced?

To ensure proper rate underwriting and aveid

exploitation by arbitrary premiums 33.78%
To ensure uniformity and standardisation 10,5166
For healthy competition in the industry 12.,16%
To check rate undercutting | 6.75%
Political and social motives L4.05%
Ignorance 1435
No opinion 9.L6%

n = T4 Notes Percentages total more than 100%
because of mmltiple reasons

WVhether restrictions on general increases in
premium rates justifieds

Yes 21.,62%

No The32%

No opinion ls o O68¢
na=7l

vVhether industry representation on the
Rating Committee is adequates

Yes Lk« 59%
No 37.819
No opinion 17.5™%
n=T4
Table 11,12

Attitudes to Price Control
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On the other hand there were misgivings. (1) Rate control
has caused untold loss for motor insurance companies. (2) There is
rigid approach to underwriting resulting in the distortion of
undervriting results. (3) It has depressed the market. (L) The
premiums charged are not sufficient to cover the risks insured
against, with the result that there is unprofitability. (5)
Non-tariff companies cause confusion by charging lower rates and
the switching of business from tariff companies to the maverick.

(6) Some insurance intermediaries are not able to survive.

Now has the market reacted to the
problems arising from rate control?

Only NIA members comply 2.70%
Appeal for review 2L+ 3%
Reluctant compliance 32.43%
Unfavourable 20.27%
‘There is no problem 2.70%
Nealthy competition 1.3%
Cut-throat competition : 14356
No opinion 14.87%
n=T7h

Are the ceilings of commission
rates observed?

Yes 85.118

No 8.10%

No opinion 6.76%
ne=Th

Pable 11.13
Market Reaction to Price Control



Some respondents remarked that rate control had no effect
(table 11.14) since the control authorities were inefficient. To
butiress their point they observed that the Rating Committee had never

been constituted,

vhat has been the effects of rate control on the market?

Positive effects 32.43%

Negative effects . 148..69%

No effect 6« T65%

No opinion 12,16%
n=Th

Table 11,14
Effects of Rate Control

on balance the ill-effects of rate regulation would appear to

ositiv
outweigh itsp / peoints. It should therefore be abandoned.

11.5.9 Reinsurance

According to table 11,15 the commission payable by Nigeria Re

1
to the ceding companies is much lower than what it receives on

the retrocessions it places on the open market., As has been
observed by Smith (1981)s

"The implication of the inadequate
level of commission is that there
is an element of cross-subsidisations
companies with skilful underwriting
techniques are receiving less comm~
ission on part of their reinsurance
business than they would receive on
the open market to compensate Nigeria
Re for taking on risks underwritten
by less skilful companies, This means
that the inefficient are being helped
to .survive resulting in welfare loss
to policyholders,”
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The practice of preparing bordereéu!on individual policies
is not the practice on the open market and is one of the reasons
accomting for the high management expenses of the ceding companies.
Asked whether detailed information on individual policies was
furnished by cedants, more than 80 percent of the respondents said
that they provided information on individual policies ceded to
Nigeria Re; 0Only 7 percent furnished the details when the need arose,
that is, when they were on risk regarding large risks (table 11.16).
While a case may exist for demanding detailed information from young
and untried companies, the same should not be required of the larger,
reputable companies which should be spared the expense and inconveniences
of producing a mags of detailed information.
A simulation of market practice in the absence of the legal

cession was essayed by asking the question:

"Some companies would not normally

reinsure, certainly not on a quota

share basis, many of the risks they

are forced to share with Nigeria Re.

How is this problem tackled in

practice?
¥ifty five percent of the total number of respondents said they
had no choice but to obey the law regarding the legal cession,
Only 3 percent or so were prepared to pool their risks by mutual
subscription to co-insurance (table 11.16). This lack of
understanding of the need to pool resources makes a case for

the imposition of the legal -cession.
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Class of Business

ommission payable

Commission Recei-

Nigeria Re vable by Nigeria Re
Motor insurance 15 25
Workmen's compensation 15 not stated
C. A. R, 15 not stated
Professional indemnity 20 273
p2rsonal accident 20 not stated
Purglary 20 273
Cash-in-transit (safe) 20 26=2T%
Goods=in-transit (safe) 20 not stated
Public and products
liability 20 not stated
Fidelity guarantee 20 not stated
41l risks 20 not stated
Glass insurance 20 not stated
Pire and consequential loss 20 25-27%
Household 20 not stated
Marine (hull) 15 not stated
Cargo 20 not stated
Aviation (hull) 10 not stated
Aviation (cargo) 15 not stated

Sources Computed from questiomnaire returns

Table 11,1 2

Commission zaﬁble to Cedants, and Receivable

On Its Retrocessions by Nggria Re
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Is detailed information on individual
policies furnished by cedants?

Yes 86..14,9%

No L 0%%

Yes and No 6.76%

No opinion 2.70%
n=T4

Are companies prepared to evade the
legal cession?

"We must comply with the law" 55.L41%
Risk premium basis/excess of loss 6..76%
Pooling risks/co-insurance 2.70%
Local facultative reinsursnce 12,16%
Treaty arrangement 139%
no opinion 21.62%
nsTh
Table 11,16

AsEcts of the Les& Cession

11,5.10 Regulation of Insurance Intermediaries

The renewal of the certificate of registration of insurance agents
and brokers is subject to the presentation of a certificate from

each insurer that the intermediaries had paid the premiums they
collected in the preceding year to the insurer within 15 days for an
agent and 30 days for a broker (chapter 7.6.5). Normally, one would
have expected that the requirement of this certificate as a condition
precedent to the renewal of the licence would no doubt ensure compliance
vith the regulation. Nence the question, "Do your agents and brokers

renit premiums collected on your behalf within the stipulated periods?®
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A clear majority of the respondents gave the verdict that
insurance intermediaries did not remit to the insurers premiums
collected within the stipulated periods of 15 to 30 days. This
indictment is corroborated by the testimony before the 8-man
Insurance Investigating Panel (Nigeria, 1986) indicating that the
balances on the accounts of many agents and brokers appeared to have
been outstanding for a long period without any payment by the
mtemediaries"(chapter TeTe2¢2). This revelation would appear
to suggest that the view of the industry was not ascertained and
heance the wnenforceability of the intermediaries regulation.

The reasons adduced by the respondents for the condutt of

the insurance intermediaries ares

1, Praudulent pmtices/‘anﬁprSﬁi{aii&.'

2. Veak legislation and enforcement.

3¢ Nonchalant ; attitude by brokers.

ke Cash flow problems experienced by policyholders.

S Difficulty in determining when the premium was
paid by agents or brokers.

6, Loose record-~keeping by brokers.

Other remarks made by the respondents (table 11.17) show
that they had no trust in the insurance intermediaries. The
only conclusion one can draw is that the control regulation is

either inadequate or irrolevant.12
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"Do your agents and brokers remit
premiums within the stipulated periods

Yes 20.27%

No 67.5T%

Not always 10.81%

No opinion 1435%
n =Tk

Do you believe agents or brokers deliberately
misrepresent the correct situation to the insured?

Yes 2L 32%6

No 68,92%

No opinion 6.76%
n=17h

vho ought to be respensidle for the misrepresen-
tation of the agents/brokerss

The insurance company concerned 16.22%

The insured 37.81%

The placing agent/broker LS « 9%
n=Th

Table 11.17

Issues Arising from the Registration of
Insurance Agents and Licensing pf_Insurance Brokers

11.5.11 Ppowers and Duties of the Director of Insurance

One of the reasons accomnting for the failure of government
policy in insurance noted by this study is attributable to the lack
of effectiveness of the enforcement agency (chapter 7.7.12). Hence the two
questionss (1) "Do you consider the powers of the Director of Insurance
to be (a) unwieldy (b) too marrow, or (¢) Jjust adequate?*
(2) "Nas the appointment of a Director of Insurance adversely
affected the objectives of the 1976 Insurance Act?* Respondents

were requested to comment fully on their views, The questicnnaire
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responses were intended to elicit an assessment of the performance
of the Insurance Department,

The majority of the respondents held the view that the powers
of the Director of Insurance were just adequate (table 11.18).
The reasons they adduced were three fold, (1) For effective
control and supervision thepowers are commensurate with the
responsiblities. (2) Further powsrs may lead to abuse.
(3) Xis actions can still be checked by the Commissioner.
Those who felt that the powers were too narrow (about 7 percent)
said that the Director needed more powers to control the insurance
companies for the protection of policyholders.

Do you consider the powers to be
unwieldly/too narrow/just adequate?

Unwieldy 13.51%
Toc' narrow 6.76%
Just adequate 79.73%
neT7l

Eas the appointment of the incumbent Director

adversely affected the objectives of the regulation?

Yes . 2.,70%
No 9703%

n=T

Views on the Powers of the Director of Insurance

About 13 percent of the respondents felt that the powers were
unwieldly. Two reasons were citeds (1) The Director should not act
alone under the Act but should be answerable to a body not made up

of one person as it is currently the position. (2) Nis powers
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should be limited to administration and supervision while a separate
body including the Director decides on registration policy and
disciplinary matters,

Consistent with the majority views noted above, the overwhelming
majority of the respondents said that the appointment of the incumbent
Director of Insurance had not adversely affected the objectives
of the legislation because according to them his impact had been
positive on the administration and implementation of the 1976 Act
and he had improved the standard of insurance practice in Nigeria.
The dissenting minority gave two reasons for their point of view.

(1) Insurers are conscious of their responsiblities. (2) A
supervisory body is preferable to a single person.

To test the validity of these conflicting claims, the same
respondents were then asked the question, "How often has the
Director of Insurance or his appointees examined the statutory
records of your company?" The responses are given by table 11.19.
More than LO percent revealed that theDirector had not been inspecting
their transactions regularly. This is contrary to the provisions
of section 37(1) of the 1976 Act requiring the Director of Insurance
to appoint inveatigators to examine routinely the transactions of
every registered insurer once in two years.

About 7 percent admitted that although they had prepared the
annual accounts, these were not published contrary to the provisions
section 19(7) of the Insurance Act of 1976. It is also worthy of
note that most of them (63.52 percent) were not aware that the

Director of Insurance had ever petitioned for the winding up
of any insurance companies.
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How often has the Director of Insurance or his appointees
examined the statutory records of your companies?

Once 32.L43%
Twice 8.11%
Regularly 39.1%
Never 18.92%
No opinion 1435%

ns=Th
which of the following best expresses your situation?
We prepare and publish statements of accounts annually 90. 5Li%%

We prepare ﬁut do not publish statements of accounts
annually 6.76%

No opinion 2.70%

n=74
Has the Director ever called for additional

information upon your submission of statutory
documents regarding life insurance?

Yes: 68 * 1 8’6

No 31.82%
n= 22

Are you aware of the Director ever petitioning for the
wvinding up of any insurence company

Yes 33“7&6
No 63053‘
No opinion 2.TO%

n=Tl
Table 11.12
Survey Findj.ng on the performance of the
Director of Insurance
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11.6 (Conclusicn

The last section of this chapter summarises e findings of tke survey
IWhich sought the views of the indusiry on tha reasas for intzoducing the
regulations, whather there was adsquata consuliaticn wit: the indusi=y and
their general effacts and efficacy. These variables wers used as ke basis
for assessing the various ccntTol measuzes such as the registTation Tegula-
tion, goverzment pazticipaticn in business, the localisation of imper:s
insurance, investzent regulaticns, etc.

The survey identified the aim of the regisimaticn regulation which
was to reduce the mushrsoming of the industry by the privats sector

indigencus companies since careful screening of entzants kept fraudulent

or speculative entrereneurs out of the market. The industry
welcomed this development, but its approval may well be due tO
another reason: to prevent the entry of innovative companies which
night undermine existing market cartels. This industry position
is consistent with the study proposition that although existing
insurers tend to favour market discipline, they do not want regulation
for its own sake but only if they can profit by it. The view of the
market as revealed by the survey was that cartels and regulation ghould
replace the forces of competiticn.

The survey upheld the general disenchantment with state owned
companies. The genaral view was that the rates charged and the service
rendered by the government comapnies were unfairly competitive.  Hence

the companies should be privatised.
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The relationship between privatisation of govermment companies
and the indigenisation of foreign owned companies is easy to establish
since the domination of the economy by the latter led to the foundation
of state companies. Since the acquisition of the shares in foreign
subsidiaries by thg government was done to warehouse them until they were
released to private investors, the decline of government owned companies
implies that the emerging p;-ivatc sector investors should take over these
shares from the government., The questionnaire findings clearly reflect
these views.

~On the localisation of imports insurance, the questionnaire findings
show that the market was experiencing difficulty in meeting losses involving
payments in foreign currency such as salvage and general average. Secondly,
there was evidence of double insurance., Thirdly, premium rates increased
since the introduction of the legislation. Although the marine and aviation
accomts of the companies were boosted by the localisation measure, its
costs were simply passed to the importers who were called upon to pay higher
premiums than would otherwise be the case,

The survey findings were able to identify the merits and demerits of
the regulation of insurance contract terms and canditions (section 11.5.6).
On the basis of the observations however, it would not appear as if the
provisions of section 1l of the 1976 Act are necessary as all that is needed
to be done is the provision of guidelines on standard conditions, warraniies
and endorsements,

The view of the respondents was equally divided on the merits of the
investment regulation (section 11,5.8). Although the rationale for the
regulation, according to the survey, included effective control of investible
funds, the negative effects led to inflexibility with the result that the
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inmovative ability of investment personnel became blunted. On balance

there would appear to be a need to relax the guidelines to enable the

companies to explore new .outlets.

It was clear from the survey that the industry was not
consulted prior to the promulgation of the legislation. Hence the market
wvas particularly displeased on rate regulation which meant that motor
insurance rates set by the government were lower than what they would
othervise be, resulting in the circumvention of the regulated tariff

(section 11.5.8). The misgivings of the market were so deep that it vas

clear the consumers would be denied the cover they want,

The legal cession, like the other control measures, has its merits and
demerits too. The survey findings shows that the respondents were not
prepared to pool their risks by mutual subseription to co-insurance. This
lack of understanding of the need to pool market resources makes a case
for the imposition of the legal cession. On the other hand, the commission
received by the cedants from Nigeria Re was lower than what they would
otherwise be. In addition to this, the gestionnaire responses showed that
the respondents were compelled to provide information on individual policies
a practice which must have increased the management expenses of the ceding
companies,

The majority of the respondents said that insurance intermediaries did
not remit to the insurers premiums collected within the stipulated period
of 15 to 30 days. Had the view of the industry been ascertained prior to

the promulgation of the control legislation, a more enforceable provision
would probably have been adopted.

Pinally it was very easy to infer from the survey findings that one

of the reasons accounting for the failure of government policy in insurance
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is traceable to the ineffectiveness of the regulatory agency (section
11.5.11). A better approach is to set up a Board of Insurance,
funded by all members of the industry to take over the functions
of the Director of Insurance,

Clearly the questionnaire survey of this nature camnot capture
the many dimensions of the efficacy of the regulations. However, it
is the only way in which the perceptions of the industry can be gauged.
One can expect some response bias in the conduct of any questionnaire,
but the findings reflect what the researcher would consider as the
general view, Drawing on these questionnaire findings, the researcher's
observations and the statistical facts form the foundation on which

to draw the recommendations.

The form which the recommended changes should take is taken up

in the final and concluding chapter.
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11.6 Notes
The Guardian (13/12/85).

New Nigerian (2/12/85) and The Guardian (26/10/86).
Business Times (16/12/85,

Daily Times (26/11/86,) The Guardian (21/2/86).
Paily Times (15/7/86), Business Times (16/12/86).

. New Nigerian (1/7/85), Sunday Times (23/2/86).
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6e

Te

8.

9e

10.

11.

12,

13

The Guardian (27/6/86).

Ligadu, 0. (1986) Memorandum to the 8-man Panel Investigating
the Reinsurance Activities of Insurance Companies, Federal

Ministry of Trade, 17 March 1986, Unpublished manuscript.
A respondent saids

We are ... continually embarrassed when overseas
commitments, such as general average or off shore
loss, arise, necessitating application for foreign
exchange, involving long explanation and heavy
documentation, and delay in meeting obligations.

Some consignees effect FPA cover with Nigerian underwriters while they

effect A/R insurances with overseas companies,

About 10 percent of the respondents disagreed that rates had risen.

The explanation of the conflict is that although rates

increased initially, they are going down because of competition
for a dwindling import trade.

Section 5(1) of the Insurance Act 1976.

In their reports the investigators appointed by the Insurance
Department stipulated that it did not appear to them that
most of the companies' agents and brokers whose accounts
they checked had complied with the provisions of sections
26(2) and 28(2) of the Insurance Aect of 1976.

Bvidence placed before the 8-man Insurance Investigating Panel

attributed delays in licensing agents to the licence issuing

section of the Insurance Department of the Federal Ministry
of Finance (Nigeria, 1986).

The promulgation of Decree 20 = Insurance Special Supervision Fund
1989 is a step in the right direction. See The Guardian (1/9/89).
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CHAPTER 12

CONCLUSION

12.1 Background to Recommendatioms

12.1.1 Unhealthy Market Comcentration
The problems identified in the preceding chapters emanzte

from the structure of the ingurance industry in Nigeria. In
1914 to 1949, the Royal Exchange Assurance enjoyed a complete
monopoly of the market. Between 1950 and 1969 whem NICON
emerged, 60 percent of the insurance business was shared by
the 3 leading foreign owned companies. In 197L, 14 foreigm
subsidiaries out of a total of 70 offices on the market
controlled 53 percent of the premium income. Today, as a
result of official policy following the recommendations of UNCTAD,
the business is increasingly concentrated in the hands of state
owned companies, This has led to a restricted market, the
comsequence of which has been to raise the price and lower the
quality of insurance cover, creating an unwarranted transfer of
income and wealth from those who buy insurance to those who
sell it and probably those who control how it is sold., These
are the features usually associated with a restricted market.
This structure whioh is oligopolistic, has always accounted
for the conduct and performance of firms im the imdustiry.
EBconomic theory supports the view that the more competitive an
industry becomes the more efficient the firms in the industry

become; vhereas, the more concentrated an industry is, the
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greater the x-inefficiency of fimms operating in the industxye

There is, therefore, a need for competition policies to be formmlated
to combat increases in concentration or at leaskto curb some
of its attendant monopoly problems.,
Given the importance of the insurance industry in the
economy - the management of pure risk, the transfer and
pooling of risk, its role in the financial intermediation
process and the provision of funds for investment opportunities
-an ﬁrgent need exists to understand its industrial dynamics
and to formulate appropriate competitive or regulatory policies

(chapter 10.4.1).

12.1.2 pudlic Interest _Issues Raised

An informed regulaf.ory systen should take cognizance of the
following objectives: |

One, state regulation of insurance is necessary to protect the
public against the inefficiencies of insurance companies resulting
in  insolvemies, aisappropriation of funds, wrong advice, lack of
clarity over contracts, misleading advertising, badly comstructed
rating, absence of cover for those who need it, etc.

Two, insurance companies value official regulation for two
ressons. These are:first,the benefit of an orderly and disciplined
market fyee from predatory pricing and uncontrolled commission
vars and second, freedom from competition enabling premiums

to be higher than they would otherwise be and so improving profitability.
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Three, the state may have political and economic motives for
intervention. It is the political function of the state to
ensure that policyholders do not suffer welfare loss from the
operations of insurance companies. The increasing role of insurance
companies im the process of savings and invesiment has meant
that the way the savings are used, where the investments take place
and in what areas have become important political, financial and
economic policy issues. The domination of the local market by foreign
interests has become a political as well as economic issue in the
developing countries.

The argument against regulation is that it may limit competi-
tion and the operation of market forces, with the result that
consumers are obliged to pay unnecessarily high premiums. Righly
regulated national markets are liable to neglect consumer needs and
fail to innovate. Consoquent]y, income that could have been
released for the development of social infragtructures are locked up
in inefficient economic enterprises. Moreover, not all those seeking
insurance need protectiom since the knowledgeable ones, such as cor—
porate consumers can take care of themselves, Furthermore, vhere
it is conceded that some degree of regulation is acceptable as
vith consumers in the mass insurance market, the argument may be

about whether it should be regulation by the state or self-regulation
by those in the industry. (Chapter L.a L).
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12.2 QOn a New Insurance lLaws Recommendations

In the light of the foregoing objectives this study presents the
following models a new ﬁaumce law which repeals the existing legis—
lation (that is the Insurance Act 1976, the National Insurance Corporation

of Nigeria Act 1969 and the Nigeria Reinsurance Corporation Act 1977)
and having the undermentioned major features:

12.2.1 Insurance Companies

1. All the promoters, directors and officers of insurance companies
must be men of sound mind and impeccable character. Men who have integrity
vwill not attempt an irregular registration of an insurance company as
The State v, Dabah and Mordi demonstrates.

See chapters S.4.,1 and T.L.
2. The companies must be limited liability companies with a
minimum paid-up capital of }S500,000 for all classes of business other than
reingurance which must attract an additional share capital or net assets of
%#500,000.
A large proportion of the companies in operation are undercapitalised.

Therefore, if new companies ars to be admitted to the market, they must have
& large capital base.

See chapter 7.7.1.1.

3. The share ownership should be spread out so that no one-man insurance

company operates in the country. No one man may hold more than 10 percent
of the shares of an insurance company,

Many companies are owned by individuals. This is the characteristic

of most developing countries, This poses a problea in insurance and given
the conflict between ownership and management there is & need to implement
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a change in law to reduce this potential confliect and the researcher
would suggest that for new indigenous companies there should be a
maximum share interest for any one individual or family grouping. This
only applies to indigenous companies and to new companies., It could not
be practicable to apply it to existing companies.

One potential problem is that individuals may try to get round this
regulation by exceeding the 10 percent maximum shareholding in new insurance
coapanies by buying the sharesthrough non-insurance comp#nies in which they
have majority shareholdings, As a result in the event of corporate sharehol=
dings exceeding the proposed 10 percent shareholding ceiling, careful
investigation by the regulatory agency should be carried out.

lj. Insurance companies must satisfy a more stringent solvency criterion
than is applied to the ordinary commercial cc:lnpa:ny.1

The solvency margin constitutes a better protection for policyholders
and is much more financially efficient than the guarantee deposit. While
the latter ties up capital and may worsen rather than improve the financial
security of the insurer, the former provides better security and is particu-
larly effective in emsuring that insurance companies are always able to
meet their obligations to policyholders.

See chapter 7.T7.1.2.

5. Special annual returns are to be made to the proposed Board of
Insurance (section 12.2.3) which, after scrutiny, could make the information
available to the public.

It is particularly essential for returns, to be made to the Board 80

that the accounts of each company can be scrutinised for solvency purposes.
In addition, these returns constitute the basis for compiling reliable
statistics on annual or biennial basis.

See chapter 7.7.12.
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6., Companies wishing to write non-life business must be authorised
to transact not less than three of the following classes of businesss
fire, accident, motor vehicle, marine and aviation, and miscellaneocus
businesses.

This provision, which applies to new and existing companies, ensures
stronger and bigger companies which must acquire competent personnel to
operate each class of business. It also eliminates the existence of
small, inefficient companies.

Life insurance business which must be separated from non-life
business would not in fact be covered by this ruling.

7. A new company must have at least three competent officials to
head respectively each of the authorised classes of btusineass.

The competent officials must have professional or equivalent qualifica=-
tions recognised by the regulatory agency.

Many companies are weak in technical competence because of the poor
quality of the personnel employed. This ruling is intended to emphasize the

need to encourage insurance education and staff training throughout the
industry.

8. The companies must have approved reinsurance arrangements, &

fixed proportion of which must be placed with an approved Nigerian reinsurer.
All companies need reimsurance protection for the commitments above
their retentions. Aind in the Nigerian case, as well as all developing
coumtries, there is need to btuild up an indigenous reinsurance indusiry as
has been argued in chapter 8,3,
In viev of the appearance of five professional reinsurers operating

on the market the legal cession to Nigeria Re should ceaze.
See chapter 8,5.3.
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9. 4All ;nsurera and reinsurers must subscribe to the code of
conduct and other self-regulation of the Nigerian Insurance Associatiom,
membership of which is obligatory.

Since the government does not possess the technical knowledge of
insurance as the practitioners do intra=industry regulation or self-regulation

should supplement the efforts of the regulatory agency. This ruling will
engender this,

See chapter L.3.9.

10. Policyholders' protection. All insurers may be c.alled upon to
take over the assets and liabilities of an insolvent company.

The rationale for this provision is that the costs of failure are
spread on all the firma in the industry to create an incentive for the
Nigerian Insurance Association to monitor the solvency of its members beyond
the interest in preserving the goodwill of the industry as a whole. 4
good model for this is the system in the UK under the Policyholders
Protection Act 1975 by which the Policyholders Protection Board provides
& guarantee fund whereby policyholders are reimbursed by a levy on the
industry if their insurance company fails,

The problem with the guarantee fund is the incentive it provides for

the incumbent insurance companies to encourage stricter entry controls
ostensibly to raise standards but with the effect of creating "a regulatory
captnro"z and so deterring innovatory entry. Perhaps the provision of

independent arbitration on any rejected authorisation applications would
be a way of forestalling such a problem .

See chapter L.4.
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12,2.2 Insurance Tntermediariés

1. Insurance intermediaries must give each and every locally
registered insurer or reinsurer a right of refusal before placing a risk
with external insurers or reinsurers.

As observed in chapter 11.5.9, the questionnaire findings showed that
the insurers do not understand the need to pool their risks by mutual
subscription to coinsurance. This ruling is intended to develop the
habit of market cooperation,

2. An insurance broker must be a registered member of the Corporation
of Insurance Brokers or any other approved body which must draw up a code of
conduct and regulations for members to observe,

The purpose of this ruling is to encourage the development of self-regula~
tion which can result in self discipline since members can enforce compliance
with the codes which they themselves drew up.

3. Qualifications for registration include a paid-up capital of
%5,000, an errors and omissions policy of an amount of %50,000 and special
educational and other standards laid down by the Corporation of Insurance
Brokers or any other approved body.

The professional indemnity insurance as well as the share capital
gives the consumer some security since he will not lose money through the
negligence, fraud or dishonesty of the broker,

e The Corporation of Insurance Brokers or any other approved body
mst register the following categories of memberss

(a) persons who hold qualifications approved by the Board of

Insurance;
(v) persons who have worked as insurance brokers for five years or

have spent five years as senior employees of brokers or

insurance or reinsurance companiess
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(c) pezs3cms iz categoriez (2} ard (b) atove =ust e cf scmd
aizd azd ispeccatle thaTicter and willing and adle %9
adhere %o any code of conduct and Tegulaticzs laid dowe
by the Cerperasicn or any othex approved Sody.

Meege provisions regulate the v;dopfe:sen who =a7 set n-p tuginess 23
a2 fzzcmarce bToker and the qualisy of afs advice %o the yublic.

S. Evexr insuxex or reissuser w0 enploys e se—-d.ces of an agemt
will de 2eld Zesponsible for the ..e;hgsn acsa of tha agent 38 if be
fully employs him,

This provision coviates the zecessily to Jegister a.gw:a vho in {uture
should be selected and trained by ihe izsurance companiss.

6. Thers is a case for tightening up on the abuse by iatarmediaries

of retaining premium balances £3 such an axtent that it undarmizes the
solvency of insurance companies. One solution is for insuranc2 policles
ts only come ints effect when the iasured has paid the premium cizsctly
to thie insurance company. The Lnsurancs company would then in tura give
the placing broker or agent his commission. Conversely, the insuzance
company would forward claims proceseds directly to the insursd.
See chapter 7.7.
12.2.3 Ipsiramce Copigel imthesi®?
1e BOWMW%WBOWWWW&%"&@
Tzsurance wvhich should mploﬂl:tabmmwmd‘mnmetc:of
Tnsnrance. '
m:umcuum:uum«:mmmmtomﬁs-atwm
wzere the contzel is exercised by the Ministmy of Pizance vithous clean=czt

gaidelines or any clear indication of policy.
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2. The functions of the Board of Insurance shall include the
licensing, inspecting and obtainix;g annual reports from
insurers, reinsurers a:id insurance brokeras; approval of
policy conditions; the investigation of complaints of
any king and the publication of an annual report on the
insurance industry in Nigeria.

3. The office of the Board of Insurance may be subdivided into
a number of departments such as administrative, marketing,
audit, life, non-life, statistics and complaints divisions.

ks For the purpose of effective performance of its duties, the
Board of Insurance may employ the services of consultanis to
supplement those of full-time staff.

See chapter 7.7.
12.3 Conclusion

Apart from the above-mentioned, few other restrictions should be
placed on insurers who should be permitted to carry on their business
in the manner in which they choose and to charge premiums (apart from
the base rates and the tariffs) they consider appropriate without any
special restraints being imposed by law apart from the need to comply
with ordinary commercial law., In this connection it must be emphasized
that two principles should be observed in a reform exercises (a) the
form of supervision and control instituted should leave insurers
reasonably unhampered in the conduct of their business particularly
in the area of investments and (b) the imposition of a stringent system
of deposit guarantee should be avoided, thereby permitting the free

flov of funds particularly for investment purposes.

369



This study concludes by emphasizing that if government wishes to
realise its objects in supervising the insurance enterprise it must be
prepared to adopt the recommended model for a fi&uciary regulation of
insurance in Nigeria involving the solvency regulation and the guaraniee
fund, PFirst, it ensures that barriers to entry into the industry are
removed to encourage participation by local and foreign companies which
demonstrate a potential for competence; are willing and able to enter
specialised fields like liability, engineering, marine and aviation
insurances; or intend to operate on the reinsurance market, Second,
in view of the indigenisation of the equity of foreign owned companies,
the monopoly of the Federal Govermment's insurance business currently
enjoyed by NICON will be revoked to terminate its spoon-feeding and
compel it to compete with other companies for business. Third, the
Proposed Nigerian Insurance Commission will ensure a complete departure
from the present inept system of supervision. Fourth, the mandatory

payment of premiums by the insured himself to the insurance companies

before cover attaches will have the effect of removing the present

111iquidity of the industry. Fifth, the monopoly of 20 percent cessions

enjoyed by Nigeria Re will be removed., Like NICON's case, its monopoly

vill be broken by authorising the leading insurers particularly the
miltinational companies to participate in reinsurance business. The
multinational insurance enterprises are particularly favourably placed to
handle reinsurance because of their size and easier access to internatianal
reinsurance centres and therefore are in a better position to provide cover
for high value risks vhich are now springing up in the country. Moreover,
they possess an important production advantage over the indigenous companies
in supplying cover for large scale industrial and commercial risks in that,

by underwriting similar risks elsewhere in the world, they can build up

370



the statistical data and the technical competence to estimate possible
" loss frequencies and loss severities,the lack of which has tended to be p\*é -\V}tco\i-l
a major constraint on the supply of such products.b' In this connection
it must be underlined that the hitherto-adopted UNCTAD recommendations
vhich are notorious for restricting the operations of these multinational
insurers have raised the price of insurance cover in Nigeria. In effect,
such policies tax the buyers of insurance in order to raise the income
of the sellers of insurance as well as a swollen bureaucracy that
supervises thenm,

The lesson of this study is that government regulation of industry
is desirable, but over-regulating it can have unintended or undesirable
side effects. The social obligations of the state are not exclusively
achieved through omnipresent government. Indeed, the Nigerian experience
clearly indicates that government control of any service industry is tanta=-
mount to a mandate for failure, The proper business of the state in these
is to regulate and manitor, not to manage and control. It is instructive
to note that in China, instead of being directly run by the state, enter-
prises are linked to the state through the profit tax; enterprises are
free to set salaries and bonuses for their workers; and these are based on
economic performance, not on state directives. Therefore, government ought
to have no interest in insurance except o regulate and police its
conduct,

Our political economists may point out that the logic of economics
is that in a liberalised market the foreign subsidigries will reassert
their erstwhile domination of the industry. In that case it is quite
clear from this study that the events of the two decades following

Nigeria's political independence have shown that there is an equal will
to resist dominatiom.
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12.L4 Suggestions for Future Research

In the course of this study, the researcher has touched on issues

whick, owing to the limited scope of the study, could not be fully

explored. This shows there is a lot of scope for research since this

is the only work systematically written on state intervention in the
insurance business in Nigeria., Because of this it has been a general
overview on the nature and impact of state regulation of the business
in a developing setting, It is therefore hoped that it will open
new areas where more research can be carried out. Some of these ares

1, Determining the solvency margin appropriate for a developing

country such as Nigeria,
2. Localisation of insurance of imports and its results,
3. Investment of insurance company funds in Nigeria.
L. Effect of rate regulation on motor insurance in Nigeria.
S« Investigation into the results of the system of the

reciprocal exchange of reinsurance business and of regional

cooperation,

6. The resolution of the problem of quality control in insurance

intermediation in Nigeria.

312



1.

2.

3e

Lo

1205 Notes
An example of the solvency margin is that any insurance company

shall at all times, in respect of its business other than life
insurance, maintain a margin of solvency being the excess of the
value of its admissible assets over its liabilities, consisting
of the reserves for unexpired risks, reserves for outstanding
claims and reserves for claims incurred but not yet reported,

and the said solvency margin shall not be less than 15 percent
of the gross premium income less the reinsurance premiums for the
year. For the purpose of calculating this solvency margin, all
monies owed beyond a period of three years by policyholders,
brokers and agents by way of premiums due to, but not received,

by the insurance company as at balance sheet date, shall not
count as admissible assets.

A solvency margin similar to that in the E.C, Establishment
Directives could also be considered.,

Demsetz (1968) and Bailey (1973) have argued that regulatory
authorities originally established to protect the interests of
consumers against the potential market power exercisable by an
industry may come to form a symbiotic relationship with the
regulated enterprises, in which they effectively promote the

interests of the regulated industry, or its more dominant firms,
as well as, or instead of, the industry's customers.

This implies that the Board of Insurance will act as the Insurance

Ombudsman Bureau with statutory powers to adjudicate between the
insuring public and the insurance industry.

Carter and Dickinson, 1979: 36 = 38.
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Agzendix 1

Dr., Reichelts Modgl for Insurance Control

In consideration that for the purpose & sound development and in ik
interest of the pubtlic, insurance business has to be adequasely controlled,
it iy propoced thzt the pow insurance logislation of Higarin shall centaln,
azong others, the follewing previsions ie
1, That a Superintendent and a Chief Actuary shall be charged with the
general administration and enforcement of the insuranee eontrol legislation
and that thair duties ani responnibilities shall be set out in the Decxze.
20 that companies interding to carry om life insurance or nonelife
insurance businass shall have e paideup capital of at least £ 50,000, but
£ 100,000 if all classes of insurance business shall be transacted.

3o that insurers who at present lawfully carry on insurance business
ghall increass their paid-up capital within a period of five years to the
pinimun amount mentioned under 2,

4e that tnsurers ghall deposit in cash or ir approved securities witlh
the Central Bank of Nigeria £ 25,000 of the paideup capital if 1life or non-

life insurancs business shall be carried om, but & 50,000 if all classea ol
insurance tusiness shall be transacted.

Se that companies intending to commence insurance tusiness shall have a

vorking capital of £ 10,000 but £ 20,000 if all classes of insurance btusiness
shall be transacted.

Se that statements and documents indicating the proposed method of

conducting insurence btusiness shall be submitted with the application of
registration as an insurer and that those statgments shall include, among

others, particulars ae to the proposed reinsurance agreemont, experience of

the exscutive officers in insurance business.

Ts that insurers shall apply to the Superintendent for approval before
osking alierations in the particulars for conducting btusinezs which was
wuiheitled with the covllcation fer registration.
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8 that the Superintendent, if neceseary, may order alterations in the

method of conducting btusiness by the Sinsurer.

9. that insurers shall keep cortain records

10, that insurers shall meintain adequate technical reserves.

11, that insurers furnish to the Superintendent an abstract of the
proccedings of every meeting of Directors, sharsholders and policyholders,

12, that no insurer shall grant loans to its directors, managers or

officers.

13, that no person shall allow any redbate of the comiasio:i payable or
praniur shown on the policy. |

14. that insurers shall guarantee minimum non-forfeitures values under
1ife policies.

15, that the valuation of liabilities under 1ife policies shall be made
at least once in every two years.

16. that an auditor chal)l require the approval of the Superintendent

before making the audit of the accounts and that the auditor shall issue
& prescribed certificate on the audit.

17. that the Superintendent shall compile insursnce statistics from

anmal statements to be £1led bty insurers.

18. that the asssts in respect of the life ingurance business shall be

kept distinct and separate from all other assets of the insurer and that

they shell be available only for the protection of life insurance
policyholders.

13, that insurers shall invest assets equivalent to the amount of their
technical reserves and as follows 3 at least 25 per cent of the assets iz
securitiee issued or guarantced by Governments less than 10 per cent in
sharess less.than 20 per cent in real es;:a.te S.n.respect of life insurers,

less than 5 per cent in real estate in respsct of ponelife insorer and

x ¢2nt in securities or property of any.one body, excspt
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20, that insurers shall maintain a record eontaining particulars of the
assets held invested and ghall at t}w beginning of every year file a states
ment to the Superintendent ahowing as at 3lst of December of the preceding
year ths sssets held invested.

21, that the Superintendent may at any time despatech qualified officials
to the business place of the insurer to inspeot and exsnine the assets held
invested, books, registers and documents of ths insurer,

22, that the Superintendent shall either himself or by appointing
exaniners male an exanination into the affairs of every insurer at least
once in every five years,

23, that insurance agents shall be licensed.

24. that insurance brokers shall be registered and shall furnish to the
Superintendent & balancaesheet and a report on the insuranee business placed
or arranged by them in Nigeria and/or overseas. |

25, that an insurance broker shall mot negotiate any contract of insue
~ancas with a perscn who is not registered as insurer in .Nigeria. tut may
negotiate any contract of reinsurance iii;h such a persone.

26, that Coeopexative Societies may enter into the field of insurance
by foming co-dperative insurance mi;uu.

2. that shall deal with procedure and :oqnmionte for establishing
of mutual insurance companies. |

28, that thero shall be paid by every insurer and insurance buoker an
anmual fee for the general administration required in connexicn with the
enforcerent of this legislation.

29. that the Superintendent of Insirance shall subtmit tn the Ministry
an anmual report on the working of this legislation.
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Amendix 2

Questionnaire for the leaders of the

Insurance Industry

Questionnaire

Insurance in Nigeria

Researchers J. I, Falegan.

tes Please read the summary of Dr. Reichel's

model and answer the questions on the space

provided using additional sheets were necessary.
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Mr T A Braithwoite

LT Marina
Lagos

17 February, 1985.

Dear Sir,

Insurance in Nigeria

In the search for information on our industry we have
been privileged to receive Dr, Reichels' reports on Insurance
in Nigeria. These documents clearly explain the present
structure and problems of the industry today. We are for the
purpose of clarification obliged to approach yourself as an
insider to comment on some areas in his model (copy enclosed,
appendix 1) which would appear to invite questions.

We would therefore be most grateful it you could answer
these questions to the best of your knowiedge to assist us Io
update our records and avoid unheipiui speculations.

This inrormation 1s needed 1or researcn purposes onLy
ana would be treated as confidential, ‘there is theretore no
need tor you to sign the completed questionnaire.

We trust we can count on your cooperation and assistance.

Yours taithtully,

Je 1o Talegan
Dept. of Actuarial Seience & Insurance
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1.

2.

3

L.

Se

6.

7.

8.

Introduction
Dr, Beichel nad anticipated that his proposed Insurance

Decree would be promulgated in 1971. Wny was this delayed
until 19767

Section 2
The UN expert proposed a paid=up capital of’3100,000/
#200,000 for nonlife/composite companies respectively.
What was the process that led to the present
#300,000/%8(30,000 (kindly read section 3 before
answering)?

Section L
Dr. Reichel talked about "or approved securities”,

Why was this dropped?

Section 13
Why was this suggestion adopted?

Section 17

Is there any special reason why this suggestion was not
adopted?

Section 19
Do you think the current provisioms relating to

investaents should be revised? Please give your reasons.
Section 19 cent.
What factors affect your investments and in what manner?
Section 26
How many cooperative insurance companies are operating

in the market? Kinaiy name them and indicate their
addresses.
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9.

10.

11.

12,

13.

1he

Section 22

Vhy was this suggestion not adopted?

Section 30
What, in your view, have been the positive and; megative effects
of government ownership of insurance companies?

Section 30 cont.

In 1962 Mr. I.K. Rao produced a feasibility report on
insuring the produce of the former Nigerian Produce
Marketing Board locally.
What led to the commissioning of this report and
what was government's reaction to it?
Miscellaneous
What, in your view, have been the positive and negative effects
of government supervision of insurance companies on the
insurance market in Nigeria?
Miscellaneous cont.
When and why was the Insurance Division transferred from
the Trade Ministry to the Ministry of Finance!
Method of Supervision
Vhat method of insurance supervision would you advocate,

close control, financial control or a mixture of the two?
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1.

3.

ke

Se

6.

Te

9.

Appendix

QUESTIONNAIRE POR THE CEIEF EXECUTIVES OF INSURANCE
COMPANIES ON THE CURRENT INSURANCE CONTROL LEGISLATION

Registration

Ave you satisfied with the conditions for registration?
Please support your answer with comments.

Do you consider it deairable that there should be penalty
for non-compliance?

Who should decide that the registration requirements have
been met? Please give reasons for your answer,

Are you satisfied with the provisions on the rejection of

an application for registration’* Please indicate your
Teasons, .

Should the control agency disclose the reasons for
rejeoting an application?

Statutory Deposit

If you commenced business as cn insurer prior to 1976,
how did the increase in the minimm paid-up share
capital requiremaent affect your company?

(a) atverserx [ 7
(V) favouwraddy [ 7
(6) noettest [ 7

Ifﬁcmmhéh(a),hwdﬂmmtho
difficul ty?

Do you consider the present minimum pau-up share capital
requirement?

(3) adequate [ 7
() inadequate [ 7

(c) excessive [ 7

Is there any need for stipulation of a statutory margin
of solvency?
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10.

..

12.

13.

W

15.

16.
17.

18,

If the answer to 9 is yes, vhat margin of solvency would
you recommend?

What, in yowr view, has been the effegt of the present
requirement of minimua paid-up share capital on the

number of insurance companies entering the industry
since 19767

What level of improvement in Insurance practice if anr’

does the present position represent over the pre-1976
sitvation?

(1) marginal 7

(48) significmt [ 7
Do you eonsider it reasonable, from the point of view of
insurance coupanies, that the paid-up share capital should

remain deposited with the Central Bank of Nigeria?
Ploan give reasons for your answexr?

What, in your view, has been the effect of the sSatutory
deposit on the Kigerian economy?

Should the statutory deposit be regarded as part of the
assets held by insurance companies?

(3) yes L — 7

(®) no J A—

Please comment on your answer,
Appointment of Chief Executives

Please indicate your qualifications.

Wha$ has been the effect of the priocr approval of the
Director of Insurance on the quality of the Chief
Executives of insuranse companies?

The Insurance Act of 1976 requires you to have at least
one competent and professionally qualified manager in

each departaent of your company, Have you alvays complied
vith this requirement?

(a) yes C:j
(v) ne —7

(1) if the anawer is no, vhat have been the
Teasons for non-compliance?

(11) If the answer is yes, What action did the
Director of Insurance take?
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19. VWhat is the effect of section 1 of the Insurance Act of
1976 on insurance practice in Nigeria?
20, To the best of your lmowledge, has any insured sought

(1) +to avoid his policy for non-compliance with the
provisions of section 147

(11) If the answer is yes, did the insured succeed?

(141) If the answer is no, vhat vas the reasons for the
failure?

21 To the best of your knowledge, has any action been taken

against your insurance company for breach of section 14?
Please give details,

22, Should section 1l be retained in its present form or
suitadbly amended? Please indicate your reasons.

Investments (Section 18)
23, VWho in your company decides investment poliocy?

24, Is your investment income aff:cted by the following
factors? 1If so, in what manner?

(a) Effioient investment managers

(b) Inefficient investment managers
(¢) Restrictive insurance legislation
(d) Profitable investment outlets

(e¢) Inavailability of profitable investaents
(£) Luek

(8) Or (please specify)

25, WMhat hive: heen the effects of section 18 of the Insurance
Act of 1976 on the investment of your funds?

26, (a) Have you striotly complied with the provisions of
section 18 of the 1976 Act?

(b) If the answer is no, what is the reason for non-
compliance? Pleage comment fully,

384



28,

29.

30,

31,

3,

33.

(1) Bov often has the Director of Insurance or his

(11)

appointees examinedthe statutory recoxds of your
companies?

(a) once 7
(b) twice 7
(o) wegulaxly [ 7
(4) never 7

If the answer is (d), what is responsible for
this situation?

How often do you prepare and publish the balance sheet
of your company? .

(1)

If you are transacting life insursnce business, how

often have you submitted to the Director of Insurance
the statutory doocuments?

(1) Has the Director, upon your submission of the

documents, ever called for additional information?

Amal gamation, Transfers and Winding Up

(1) Recently, the Chief Executive of an insurance company

complained that there are too many insurance companies

operating in Nigeria today. Do you agree with this
view?

(41) 1If the answer is yes, do you think there should be

amalgamations of existing ones?

If the answer to 30(ii) is no, does the answer lie in a
total ban on new entry into the industry?

If you favour amalgamation, should it be done without
discrimination as to the class of insurance?

(1)

(1)

To the best of your knovwledge, has any insurance
company been threatened with a winding up petition

by at least 50 policy-holders in ascordance with
section 23 of the Insurance Aot of 19767

If the answer is no, do you think this is because

policy-holders are (a) waware of their rights,
(b) apathetic (o) other reason (please specify)?
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e (1) To the best of your knowledge, has the Director of
insurance ever petitioned or been petitioned for
the vinding up of any insuranes ccmpany}

() y« [T
(b) ne —7

(11) If the answer is yes, vhat vas the outoome?

Jasursnce Intormediaries

3. Please, indicates the percentases of the educational
qualifications possessed Yy your agents.

(s) Primary y—
(b) WASC or GCE "O™ Level /= 7%
(a) GCE "A" Level or HeSeCe [ 7%
(4) ND/END or equivalent 7

(6) Degree [
(£) oOthers (Please specity) [ /!
Total . =100 %

36s (1) Are all your agents licensed? Yes /7 No 7
(14) If the answer is yes, how do you know?
(s) Licences exsmined 7

(d) Relied on agent's assuwanes
and representations 7

| —7
37, What percentage of your business is secured hy agents?
(o) under 20% y —
(d) 20 = Lox 7
() 40 = 50% 7
(4) Lvave s0x [—7

38, What peroentage of total tusiness is $ in
o your a8 rough

(a) mzo%
(b) 20 = Lox

11
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(e) Lo - 50% [—7
(2) sbove 50% —7

39, (1) Do your agents and btrokers remit premiums colleoted
on your behalf within the stipulated periods?

Yo [T —7

(44) If the answer is no, what do you think is responsible
for this lapse?

L4O. Do you believe agents or brokers deliberately misrepresent
) the correct situation to the insured? Yes E No E:Y

k1. In your opiniom who cught to be responsidle for the mis—
representations of the agent/brokers especially as regards
the effect and contents of the proposal form?

(a) insurance company 7
(b) insured 7
() agent 7

42, Do your agents undergo instructions before they commence
working on your behalf?

43, Do you issue cover notes to your agents?

Lke Do your agents have any specific restrictions on their
authority to issue cover notes? Yes /___/ No

(1) If the answer is yes, are these restricticns made
‘known to the insured?

'(u) Has the conduct of your intermediaries adversely
affected your public image? Yes J_ /] No [ 7

4Ss If the answer is yes, what steps have you taken to rectify
the position?

Rate Regulation

L6, Why, to the best of your knowledge, was rate contrel
introduced?

47+« Do you consider the restrictions on general inoreases in
premium rates justified? Yes Ne

If the answer is no, why do you think the restrictions
are mJjustified?
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L8,
L9«
50.

S1.
52,

53.

Sle

55¢

56.

57

58.

Are the ceilings of commission rates observed?

Does rate control apply to all classes of business?

How has the market reacted to the problems arising from

~ rate control?

What has been the effect of rate control on the market?

Do you think that the representations of the insurance
industry on the Rating Committee is adequate?

Yo 7 % [T
If the answer is no, what changes would you like to see?

Insurance of Imports (Section L6)

Were you consulted before the localisation of i mports
insurance was introduced in 19777 Yes /__ /] No [/

If you had been consulted, what advice would you have given?
Which of the following is correct/mnot correct?
(a) Marine rates have increased as a result of S. LS.
(b) Marine rates have increzsed as a result of changes in
the objective environment (i.e. increase in physical
and moral hasard at the ports).

(¢) Marine rates have increased as a result of cautious
undexwiting.

(d) or (please specify).

What has been the effect of the introduction of localisation
of imports insurance on your marine and aviation accomnts ?

Is there evidence of doudle insurance as a result of S. 467

)¢ 4 ”QM

Have, to the best of your knowledge, upplicatiohn been mnade
to the Director of Insurance to allow a broker to place a
business abroad?

P werg.\ of the Diroctﬁr of Insurance

(1) g: ﬁi consider the povers of the Director of Insurance
s

(s) unwisdly 7
) wommw [T
(e) Just adequate [ 7

(11) Give reascns for your choice.
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59. (i) Has the appointment of a Director of Insurance

adversely affected the objectives of the 1976
Insurance Aqt?

Yo [7 %o [—7

(11) Please comment fully on your choice.

Settlement of Claims

60, (i) What do you think is responsible for the poor image

of insurance companies in relation to settlement of
claims generally?

(2) mis-representation of agents —7
(b) 1lack of knowledge by the insured [ 7
(¢) both (a) end (b) y—
(4) or (please specify) —7

(11) Do you consider this poor image to be unjustified?
61. (1) Have you always settled claims promptly?
(11) If the answer is no, please sive reasons for the delay.

62, How often have you relied on the provisions of the Insurance
Act of 1976 relating to non~disclosure of material facts?

(3) once [—
(v) morc than once 7
() regularly ——7
(4) never —7

63. (1) Do you agree with the general observation that the
90 days maximnm for the settlement of mokor clains
istoolong?t Yes [/ Mo

(11) If yes, please suggest an alternative period.

64 (2) Do you insist on a police xepors for the settlement
of every clain?

(b) If the answer is yes, why do you de so?

65. Do you always receive prompt notice of events that may
lead to & clain?
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66. Do you strictly enforce "the notification of loss™ clause
in view of commmication difficulty?

67« Do you agree with the general observation that claims
procedure needs to de drastically overhauled?

Re=insurance

68. (a) what is the rate of commission payable by Nigeria Re

on the legal cessionas?

(b) What is the rate of commissicn received by Nigeria Re
on its retrocessions?

69. I8 detailed information on individual pelicies furnished
by ¢Gedants?

70. Some companies would not normally reinsure, certainly not on
a quota share dasis,many of the risks they are foreced to

share with Nigeria Re, How is this problem tackled in
practice?

71. Does Nigeria Re promote co—insurance and other forms of
co-operation between local insurers and also by offering
some of its retrocessions to the local market?

How is this done? Are brokers used?
72, Does Rigeria Re transact direct business?

73. (1) How profitable is the business transacted by the
following pools?

(a) Africa Re

(b) WAICA Re Pool

() FAIR Pool

(4) Nigerian Aviation Pool

(e) Glanvill Re Special Pool
(£) any other (please specify)

(11) What proportion of the assets of the regional pools
is invested in Nigeria?

GCovernment As Insurer

Ths What, in your opinion, are the positive and negatiwe effects of
govermment owned companies writing public sec insuranoe?
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TS

76.

.

78,

19

80.

81,

82,

83..

Do ' the terms on vhich state owned companies write business
compare favourapply wvith rates and cover that could otherwise
be obtainable 1? the market?

Should insuranee intermediaries handle publiec sectoy

insurance? Drawing on your company and market expsrience,
Please give reasons for your answer.

Should the mcnopoly granted to state owned insurance

companies be continued? Please give reasons for your
Tesponse,

Are you in favour of privatising state owned insurence
companies in view of the fact that a substantial proportion

of the market may eventually be government owned? Please
indicate your reasons,

ndi sation of Forei ed C o8

What, in your view, have been the effects of indigenising
foreign owned insurance companies (a prooess which has

involved restrictions on expatriate employment as well
as ownership restrictions)?

Some insurance companies seem to experience much less
difficulty in obtaining foreign exchange than others to

meet their marine insurance transaoetions and re-insurance
payment, Why is this?

Is it correct that applications for exchange control

permissicn are not always supported by correct
documentation?

What prodlems does exchange control creats for your
company?

Please, complete tables 1 and 2 dealing with the ammual
results of your company since 1969. (A separate table in

respect of your company for each year of operation should
be produced),
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AN
O
N

- Profit after tax oo .o

COMPANY NAMES3

l’reulul Income

ew einsurance
Accepted ceded

Clains

4131!!18 Ratio

Class

of
Business [Aggregate .!Net or
or

00% - ow 2/0 Locally 4broad

Locally *m‘oad

ggregate %.M\n-anco Recoveries
or 100% |

Tocally

Abrosd

lLt +ms 7et

Accident

Fire

Marine

Aviation
Vorkmen's

SRy

aneous
Total non-~

1ife

Life
19. . .I.ifo &
Non-life

Agent's comuission payed less reinsurance commission rcceived

Expenses of Management oo ve. P oo
Total investment income .. eo .o

Other inoome oo oo e e -
Net asset or shareholders® funds (i.e assets less liabilities)

Profit before tax oo e - oo oo

o L X ]

Please use a sheet for sach year

Notes
Table 1

Annual Results of Nigerian Insuranee Company 1969 - 1985 (3*Million)



Liabilities (non-life)

Outstanding & other
ocurrent liabdb,

Contigency reserves

Unearned premium
reserves

Free reserves &
general regserves

Shareholders capital
Total

Assets (Non-life

Cash & other current
assets

Government securities

Shares & other securities

Real property

Fixed assets

Other (please name them)
Total

Liabilities g 1ife)

Outstanding & Other
current liadb,

Contigency reserves

Unearned premivm reserves

Pree reserves & general
Teserves

Shareholders & eapital
Total

Asgets (1ife)
Cash & other current assets
Government securities
Shares & other securities
Real property
Pixed assets
Other (please name them)

~ Total

7989 1985

=——_====-=-r__+==_.h-——-r——

-—a-ﬁ-—-y———q————duw—

Table

Distridbution of Assets & Liabilities of Insurance
Companies, 1969 = 1989
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2.

3.

L.

5.

6.

Apvendix L

QUESTIONNAIRE ON REINSURANCE TO EE COMPLETED BY

Nigeria Reinsurance Corporation
(a) What is the rate of commission paid by figeria 3e to- the
direct writing companies?
(‘b:) What is the rate of commission paid to Nigeria Re by its
reinsurers?
(2) 1Is detailed information on individual policies
furnished by cedants?
(b) What does Nigeria Re do with the information?
Scme companies would not normally reinsure, certainly not on a
quota share basis, many of the risks they are forced to share
with Nigeria Re, FHow is this dilemma resolved in practice?
Does Nigeria Re promote coinsurance and other forms of

cooperation between local insurers and also by offering some

~ of its retrocessicns to the ..ma:r:ket‘l

How is this done? Are brokers used?
Does Nigeria Re transact direct business?
What have been the anmual results of the follding regional/
national pools? Please use tables to illustrate your answers:
: (a) Africa Re
(b) FAIR pool
(c) WAICA pool
(d) Migerian Aviation pool

(e) Any other (please specify)



8. Please complete the following (table 1)

Direct domestic premiums

Compulsory cessions by
Companies

Reinsurance accepted trom
abroad

Reinsurance retroceded
abroad

Reinsurance retroceded
locally

the Wigerian Insurance Market, 1

9. Please complete the following (table 2)

Direct business received
from abroad

Reinsurance accepted from
abroad

Direct business placed
abroad

Reinsurance ceded and/or
retroceded abroad

1978 1979 1980 1981 1982 1983
Table 1
Combined International Reinsurance Transactions of
8 = 85 (3¥'Million
1978 1979 1980 1981 1982 1983
Table 2

International Insurance Transaction of the Nigeria
Reinsurance Corporation, 1978 - 1985 (%! Million),
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Appondix
CUESTIONNAYRE FOR INSURANCE POLICY- ROLDERS
ON _THE PERFORMANCE OF LISUR NCE CCMPANIES
FERSONAL DATA
1.0

Nm 0000000000000 0000000000000000000000000000000000008000
11 Sex(a) Made /7 (b) Femade /7

12 Age (a) 21 -3 7
(v) 30 =40

—7

() o=5 [—7

(¢) 50 emd —7
—7
—7

Tols Educational Qualification
(s) Primary Six or delow /7

() se 75 (Class 1v) [ 7
(6) WASC ow GCE o' e 7

(‘) HeSeCo 0x GCE 'A' lovel :
(¢) Degxee (Please specity) /7
(8) otters —7

Oocupation 000000000000000000000000000000¢

145

146 Current de tion or rank Research
el .”ltjn: or (oegs Typist 1, Re
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1.7

2.0

261

2.3

Incone

(a) Below 31,500 pede :
() 1,500 = 3,000 peae [ 7
(6) 3,000 « 6,000 peae /7
(4) 9,000 = above [ 7
wvhat olass(es) of insurance do you hold?
(a) Motor Vehicle 7
(b) Life Insurence 7
(e) Fire Insursnce 7
(4) Accident 7
(¢) Others (please epecity) [/
If motor vehicle insurance i its
(a) Thimd party (i.e ot Policy) /__ 7
(b) Third party, five and thett /___ 7

(6) Comprehensive 7

(4) Others (speoify) 7
If 1ife insurance, is it:

(a) wnole 1ife - T

() Term 1ife 7

(¢) Endowment 7

() -Oother (please spocify) /7
If accident pleass state whother perscnal sccident,
worknen's compensation, Hturclary €86, ceesccceccces

00000000000000000000000000000000000000000000000000000
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2.1y How long have you been insured?

(a) Under ome year ( )
(b) 1 =3 ysars ( )
(6) 3 =7 youxs ! )
(d) 7 = 10 yoars ( )
(o) Over 10 years. ( )

2,5 If you have never had an insuranee pelicy, what is your
reasons for this?
(a) Don't think it is necessary
(v) Cannot afford the premium
(6) Tried but was not ascepied
(d) Don't trust insurance companies
(@) Others (Please specify)

246 If you have been previously insured under a policy, but

are presently uninsured, wvhat are the reasons for this?
(a) Dom't think it is nocessary
(b) Camnot afford to keep up premium payment
(e) Insurers terminated the contract
(d) Insurance company refused to pay claims vhen
loss occcurred

(o) Others (Please speocify)

Belationship betveen Jnsuper/Ingured

3.0 Who introduced you %0 your present insursnoe compsny?
() Insurance Agemt ( )
() & broker ¢ )
(o) Newspaper sdvertisement ( )
(d) Personal introduction ( )

(¢) Other (please M) 000000000 00000000000
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3.1

3.2

3.3

3ok

35

346
3.7

If you were introduced by an a;ant, who oocmpleted the
proposal form given to you

(a) The agent after asking questions ( )
(b) T signed the blank form and the agent

took 1% away to complote « )
(¢) I completed it tut vith the help

of the agent « )
(d) Entirely hy myself ( )

If the form wea ocompleted by the agent, did

you think
(a) It wes part of his job to oomplete the fora (
(b) He was mexrely helpin: you ( )
(c) Didn't imow wvhat the position vas ( )

Do you think, it should be re~—rded ~s ;art of the

agent'’s job to complete the proposal roﬁ(.'!oa
o [
Give reasons for JOUr ANKWEIY gsececcsessoccccssccseses

Vhe celleots your premiums’’

(a) Agent or troker 7
(b) Pays it myself 7
(6) Other (specify) 7

Do you knowv the purpose of a cover M“?oooooooooooooo
Do you imov (and understond) the oontents of your

”uq,?..0...O.................O....‘0.000..0..0.000‘0

1399
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3.3 If No, is the reason dues to the

(a) Language used ( )
(b) Swmallness of the prints ( )
(c) Both ( )

(d) Other e.g apathy) apecify ececcsscssesscceccccce
$00000000000000000088000000000000000000000000000
349 Are you aware of your rights wnder section 1l of the
Insurance Aot 1976 e ecececcececescccccscssscssccsssscce
Claing Bxporience
44,0 When you suffered a loss, wore you promptly indemnified
or compensated by your tnnu:e:@(a)‘!eslc::::r Yo [ 7
Le1 If Yo, vhat vas the reason for the dolay?.............
$00000006000000000000000000000000000000000000000000000
he2 If you were not indemmifisd ot all, what reasons were
given by your insurer for the z-fh'al?................
$00000000000000000000000000000000000000000000000000000
Le3 Did you consider the reascns genuine or justified °
0000000000000000000600000000000000000000000000000000¢

$000080000000300000000300000000008000000000000000000000

Les Vere you in any way hampered in notifying the insurers
w comsumication mfmuﬂgoooooocoooooooooooooooo

LeS If Yes, state the nature of the A1LL10ulty cececcccee

000000000000000000000%00000000000000000800600000000000
he§ Vas the notification through an agent or Mroker eeses
00000000000000000000000000000000000000000000000000000
4e7 Do you consider the 30 day period for the settlement
of claims generally, and the 90 days period for the
settlenent of Motor Accident claims
400
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L8

Le9

540

(a)
(v)
(o)
(¢)
(o)
et

(»)
)
(o)
(a)
(e)

(a) Too leng ( )

(b) Teo short ( )
(6) Just right  ( )
If too long suggest altemative periocds ceeescccccccccccee

0000000000000 0000000004000000000000000000000000000000080000

vho or uhai.do :uh think'are vesponsible for the poox

.image of insursnce COMPENLATT (eeeccccvrccesesesecscscone

00 0000000000000000000000000000000000000000000000000000000

Do you feel insurance is morc Of a gamble than a genuine

protection against Mature 10595sessccescssssessscacensses

000000000000000000000000000000000000000000000000000000000
Insurence

How would ‘you rate the perfcrmzacas of Wigerian msurer:??

In Terms of Claims Payment Generally
Extrensly good
Good

Not good

Poow

Vi:y‘pooz

How would you rate the importance of insuranoce in the
Nigerian society/eccnomy?

Extremely important
Considerabdly

Important

Not very important
Not important at all
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Appendix 6

QUESTIONNAIRE FOR THE DIRECTOR OF INSURANCE
ON _THE CURRENT INSURANCE CONTROL LEGISIATURE

REGISTRATION OF INSURERS
i a. Have you had cause to reject an application for
registration as insurer? Please comment fully.
b. How many Certificates of Insurance if any have
you cancelled each year since 19767
c. Were any Certificatepof Insurance cancelled ?
2. APPOINTMENT OF CHIEF EXECUTIVE OF AN INSURER
Section 12 of the insurance Act 1976 requires you to
approve the appointment of the Chief executives of insurance

companies, Have any factors warranted your disapproval?

Please comment fully.

3e INSURANCE POLICIES/SECTION 1k
Have you, in the course of enforcing the provisions on

insurance policy, etc, been obliged to over-rule some insurers?
Please comment fully,

L. INVESTMENTS (SECTION 18)
To the best of your knowledge, have insurance companies

complied with the provisions restricting investment choice?
Please comment fully,

5e ACCOUNTS AND AUDIT

(1) How often do you or your appointees examine the
statutory returns? Please comment fully and provide
evidence of examination (A copy of the records will
be of great assistance).
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(ii) Do you annually compile a report on the annual
results of the insurance companies, brokers,
agents and adjusters? Please comment fullye.

(A copy of these reports will be of great

assistance).

6o WINDING UP

Have you ever petitioned or been petitioned for the
winding up of any insurance company?
Please comment fully.

T AGENTS AND EROKERS

To the best of your knowledge have the provisions of part

VI of the Insurance Act of 1976 achieved the objects of licensing
insurance intermediaries? Please comment fully.

8. BATE REGULATION

Has the rating committee been constituted to review among
other things the motor insurance rates set by the Government in
1976? Please comment fully.

9. INSURANCE OF IMPORTS ‘SECTION 36)

Have you received applications to allow a broker to
place a business abroad? Please comment fullye.
10, POWERS OF INSPECTION

How many companies have you or your appointees inspected
since 19777 Please comment fully. (A copy of the findings
vill be of great assistance).

11,  SETTLEMENT OF CLAIMS

What is the nature of complalads received by your office

from the insuring public? Please comment on the remedy adopted.

Lo3



12.

(1)

REINSURANCE

Have you received complaints from the market about the

application of the Nigeria Reinsurance Corporation Act 19777

Please comment fully.

(i1)

What have been the results of the following pools?
(1) Africa Re

(2) WwAICA Re pool
(3) migerian Aviation Pool
(4) Any others (please name them).

A copy of the annual accounts will be of great assistance.

(iii) what proportion of the assets of the Regional Pools is

13.

invested in Nigeria.
GOVERNMENT AS INSURER

In the light of your experience as supervisory agent,

please comment on the following issues:

(1)

The monopoly granted to state owned companies should be

revoked.,

(i1) Insurance intermediaries should/should not handle public

.
(1)

sector insurance, (Please give reasons for your Tesponse).

MISCELLANEOUS

Have you carried out special investigations of, or received
complaints against, the management of any ipsurance companies
or brokers? Please comment fully. (4 copy of your reports
will be of great assistance).

(11) Please complete tables one and two dealing with the annual

results of each insurance company since 1969. (A separate

table for each company for each year should be produced).

(1i1) Have you received any allegations of fraud regarding

exchange control? Please comment fully and show copy

of your response.

Lok



Son

Claim Ratios

Premium Income Heaingurance Keansurance
Accepted ceded Claims

Class of -
Business

Aggregate{Net or LocallyjAbroad] Locallyf Abroad] Aggregate|Reinsurance Recoverie
or 100% [|Locally Abroad Net{Gross|Net

or 100% Jown account

Accident
Fire

Motox
Marine &
Aviation
Workmen'ts
Comp.
Miscella~
neous
Total Non-
Life
Life
19.. life
& Non-life
Agents' Commission paid less reinsurance commission received .ccccccececccccccccccecl

Expenses of Hanagement ...0........000..0.00.0.0.000.ooo..o.oooooo..oooooooo-o.o.o..ﬁ
Total Investment Income 'o.ooo-oooooooooooo.oooo-o-ooooooooooooo00000000-000000000008

Other Income oooooocooooooo.ooooog’oooooooooooooooocoooooooooooooooooooooooooooooooon

Net Asset or Shareholders funds (ls®-assets less Liabilities) eeescececscsceccccoceedl

Note: Please use a sheet for each year.
Table 1

Annual Results of Nigerian Insurers, 1969 - 1985 (%' Million)




Liabilities (non-life)

[

1969

1985

Outstanding & other current
liab, contingency reserves
unearned premium reserves
force reserves a general
reserves shareholders!
capital

Total

Assets (non-life)

Cash and other current
agsets

Government securities
shares & other securities
Real Property

Froced assets

other (Please name them)
Total

Liabilities ‘life)

Outstanding & other current
liab, contingency reserves
unearned Premium reserves
free reserves and general
reserves shareholderst
Capital

Total.

Assets (Life)

Cash and other current assetsg
Government Securities shares

and other securities Real
Property Fixed agsgets

other (Please name them)
Total

Table (2
¢

Distribution of Assets and Liabilities of
N
Insurance Comp.nies, 1969 - 1985,

Lo6




Appendix T
Questionnaire on Foreign Exchange
to_be completed by the Central
Bank of Nigeria
1. The complaint has been aired that some insurance
companies seem to experience much less difficulty than others in
obtaining foreign exchange for than international reinsurance
transactions. What is the reason for this?
2 Do you soﬁetines receive applications for foreign
exchange which are not supported by correct documentation?
If the answer is yes, how frequentlﬂ
3¢ Do you sometimes receive applications for exchange
control permission which are supported by false documenta.tion?

L. Please complete table 1

Total disbursements on |Total disbursements | proportion of
Services on insurance (v) to (a)
__Year (a) (b) (e)
1969
1970
1981
1985
Table 1

Proportion of Disbursement on Insurance %o Total
Disbursements on Services in Nigeria, 1969=-1985
8' Million
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1.

2.

3.

L.

Se

Appendix 8

Questionnaire for Practising Actuaries
It has been observed that the well-established actuarial basis
of life insurance largely enabies supervisory autnorities %o
control the market (Carter, 1980)., In this setting are actuaries

bound by the provisions of S=17(3) of the 1976 Insurance Act

regarding general and contingency reserve funds?

No actuarial table based on the mortality of lives insured in
this country has been published. Which table then do you use

and what is the basis?

In the (ordinary) balance sheet the decision on the value to be
placed on the assets therein is the responsibility of the direc=
tors of the insurance companies since neither the Insurance Act
of 1976 nor the Insurance Regulations of 1977 stipulates how i’ 3"
value to be placed on the assets is to be arrived at. How does
this affect you in arriving at the valuation balance sheet?

The legislations in some countries require that the insurer shall
maintain at all times assets whose value exceed the value of the
liabilities by a prescribed percentage of the latter. Is this
synonnimous with the contingency reserve app:oach which is
contained in the 1976 Act? Please comment fully.

It has been asserted (Ogunsiola, 1985) that the investment of life
funds is the responsibility of the directors of the insurance
company, To the best of your knowledge, does the investment

portfolio reflect the investment policy which is consistent with
the nature of liabilities®

Lo8




6. Arnold (1982) has observed that in a country with no
actuarial expertise available to the supervisory authority
the actuary to an insurance company has to assume, at

least to some extent, the role of the supervisory
authority as well as advising the company directly.

What has been your experience of the Nigerian market?

Lo9



Aggendix 9

Questionnaire for UNCTAD

AD/FAID/101

18 June 198L.

The Director,

Special Programme on Insurance,
UNCTAD,

CH = 1211 Geneve 10,
Switzerland,

Dear Sir,

UNCTAD and Insurance

We are conducting a special study on the above subject and
would be most grateful for necessary and essential information
without which our search will be fruitless., In particular we
would be grateful for the followings

(1) copy of UN Resolutions on insurance;

(i1) copy of UNCTAD questionnairesto insurance control
authorities in developing countries;

(111) UNCTAD recommendations to developing countries;
(iv) TUNCTAD special reports on insurance;

(v) a note on other insurance activities by UNCTAD.

We confirm that this information is needed for research
purposes only.

Many thanks in advance for your kind assistance and
cooperation,

Yours sincerely,

Je I. Falegan
Dept. of Actuarial Science & Insurance

L10

Ty e



Apperndix 10

lesaglutions of UNCTAD and aof she

[ m—anem \

Committee on Invisinlas and Tinaneing relacsad 53 Trades (.0

tnal gertain %9 insurance and reinsurance natiars
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' Tinancinc and Recuest for Technical Assistance

The SPI remains zeady to assist UNCTAD memper states ia cvq€y fesasidle
mannez. T™e 20llowing orief discussion provides some information og hov a
memoeZ government Can reguest assistance and possinly obtain Zinancing.

Assistance is granted only at the reguest of Governments, which es:aali;n
their own overall priorities taxing into account their national development
plans. There are two altecznatives £or submitszing requests. PFirst, tae
zeGuest can be addressed direcily to the Special Progzamme on Insulance, which
can provide short-tesm advisory sezvices o reviev a countsy's needs on tae
spot and to assist in the formulation of requests for technical assistance.
Second, in most developing countries, a specific qovernment depaztment has
been designazed to co-ordinate the programmes of assistance provided by the
nited Nations Development Progzamme. This national authority is fully
conversant with the official procedures which are %o be followed in each case

and will be adle to give initial advice to any entity desiring technical
assistance.

‘?inancing for technical asiistance projects is generally provided by the
ONDP. BHowever, a fev technical assistance projects have alsc been financed

thzough bilateral contriputiens from donor countries and thzough Spfclll
azrangements wish financial insctitutions.

Furtber information on such technical assistance and on the activities of
the UNCTAD Special Programme on Insurance can dDe cobtained from:

Mr. Guy lavie, Chief
[« Special Programme oa Insurance
ONCTAD
A Palais des Nations
E CE 1211 Ganeva 10
Switzezland



UNCTAD resolution adecpted in 1964

INSURANCE AND REINSURANCE®
-« The Canference,

Considering that the characteristics of imsuranes
and reinsurances activities, in generai, require opera.
tion on an international basis,

. That it is necessary to make this international
character compatible with the economic and financial -
interests of the developing countries,

Thaat a sound natonal insurancs and reinsurance

market is an essential characteristic of economic
growth,

 That it is desirable to pool the technical surpluses

retained nationally by developing countries and to
redistributs them on a regional basis befors they are
returned to traditional reinsurance markess,

Recommends that:

1. Thae developed countries should give their full
co-operation to the developing countries to encoue
rage and strengthen their national insurance and ree
insurance markets and should give their support to
all reasonabie measures which are directed to this
end and to the increase of their retention capacity;

2. Developed countries should continue and
increase the technical assistance and training facilities
which they provide and which are required for the
sound developmeat of national insurance and re-
insurance markets in developing countries;

3. (a) Technical reserves and guarantee depetsits

of insurancs and reinsurance companies or institu-

tions should be investzd in the country where the

premium income arises: .

(b) Adeguate conditions of security, liquidity

and income must, however, be assured; X

(c) Developed countries should encourage such
investment by removing all obstacles to the achisves
meat of this aim; :

4. Developing countries in which national insur-
ance markets are sufficiently well established, after
carrying out technical and financial studies, should
establish regional reinsurance institutions;

S. Developed couatries which provids aid to de-
velopiag countries should: not prescribe conditions
limiting the rights of the deveioping couatries to
require insurancs to be placed in the national markez;

6. The competeat internstional organizations
should sxamine the question of the adoption of:

(@) Uniferm clauses {or marine, land and air
transport insurancs; )

(6) Uniform criteria for the compilation of insure
ance and reinsurance statistics.

“The Conferencs adopted this Recammendation by & rolle nis, Rwanda, Saudi Andis,

al vois of 100 10 |, witn 1S absisntions:

Sierrs Leone, Soain, Sudan,

In fevour: Afghanistian, Alsania. Algena. Arssating. Australia,
Austna, Brasil. Buigaria, Burma. Burundi. Svelorusman Sova
Sozalis: Revuoiie, Camoodia. Camsroen. Canada. Centnal African
Resubiic. Covios. Chad, Chie. Quna. Colombia. Cango (Sraza-
viie), Cango (Lsovoiaville), Conz Ria, Cusa. Czatnosiovaxis,
Junemey, Denmark. Dominiean Redudiie. Beuador. Ethiopn.
Saiand, Pranes. Gaoon. Ghama, Gresss. Guatemaia. Guines.
Honduras, Hungary, lcsianc. india. Indonens. Inae, lrag, lrsianc,
lirsel, Jamuea, Jorzan. Renys. Kuwait Laos. Lesanca. Libva,
Lisshisnnin, Macapascar. Malaysa. Maii. Maunania, Maxico,
Monaen, Mongoia, Moroess. Nepai. Newneriands, New Zaaisad,
'\l' ite?, Nigena. Norwsy. Paiisun, Panama. Parazuay, Peru, Phie

i i Togo. Trnidad and Tobago. s uf d
%y;:“ngl:;‘ga‘nosg“mm;“‘m Repubisc, Union of :;w:tf
e, Rl e At o Reseos o e

. N - .
Eyl;'li‘: 5'.'4“‘&:33.: Upper Vola. Uruguay, Venszuels Yames,
Yugosisvia. .
Agsiase: United Statss of America. ol G '
: : Saivador. Faderal Reoudlic of Germany
Hewmw‘.'{sowcf&u lapan. uxemoours. Portugsi. Soutd
Affica, Swedsn. Swissianc.

“The Canfersaes spproved teis Regommendauon without
dissent.

P ' : is, Thirt
» Reeards of the Ecomemic and Social Councis, §
Poisad. Aepusiis of Korsa, Repuous of Vie-Nam, Roma- 12  gix Official

Xtk Session, AnA3Es. ASAGS WS 43, gocumen: 53839,



UNCTAD resolution adectead ia 1572

42 (0. Insurance and reinsurance *

;'nc United Nations Conference on Trede and
~eveiopment,

Reedling the rssommendaticn on insuraace and re-

:smegnce in annex AJJV.23 to the Final Ac: adopted by

e Conference at its {3t session. in which it is agreed,
megr alia, that a souad aational imsurancs and ceiasu-
sazcs marke: is an ssseacial characiesistic of ssznomic
scowth, thac technical reserves and guarantes depasits
of igsurance and reizsurance compaaies should be
invested in the counwy whers the premium income
arises, that adeguate conditons of security, liquidity
aed income must, Rowever, be assured, and cthac the
suestion of adoption of uniform criteria for the com-
sllation of insurance and reinsurance statistics should
2¢ examiged,

_Rezailing ke recommendations in Conference resolu-
zon 13 (I of 24 Mareh 1963 on insurance, paricularly
%3t insurers and ceinsurers should provide insurancs
and ceinsurance facilities to developing countries at the
iowest cost commensurate with the risks invelved, and
tat developed countries should comtinus to help ths
developing countries in eacouraging and swreagthexing
their national insurancs and reinsurancs markess,

Further recalling the teports By the UNCTAD
secvetariat considered at the ith session of the Come
nices on lavisibles and Financing related 0 Trade, as
well 15 che repact of the Committes on that sessiog, ¢

Also recsiling that the geaeral objective of the Igter-
ostional Development Strategy for the Second Uaited
Nations Development Decade in the fieid of invisibles
S © promote the earnings of developing countries and
Sinirize their get cutdaw of foreign exchange arising
‘»m invisible 1ransaetions, aad wiat the Strxtegy (urthee
“fines 33 follows the objectives in the ficlds of insyrancs

‘Reduction in the ot f insurance aad reinsuraaes for devel
%ing counuiss @pecially e foreign exchange cost, will be
‘rought ibout By 2pproprists measures. bearing in miand the

Considering tar agpragriace insurance lagisiatica 3=
edective supervision are iasirumeses of fuzcamezial
importance for eswaclisting aad siceaghiening e
pational igsurancs marike: in evesy Csveiopiag SSuILY,
for regulating all iasuranse cperations ':;*:sa:;:ﬁ meruin
and thus for safeguarding and promoung 32 ==

e § 1ot ta= 13

economic interesss of t3e csuaties soncsmed, line

with the recommendaton in annex AJLV.23 of &e Fial
Act adopted by the Confareacs & i Sr3t sessien,
referzed to above, and e Sbjesdves of e Se-::.‘::'.
United Naticas Developmeat Decade, as wel s .3
guaranteeing the rigats of poiicy-goidery and othes
begefciaries,

dlso recognizing \he scarcity of zrogerly inaines sag,
and especially the zeed 0 imcTease Lis qumses cé
propesly trained executive ind supesnsSry pesssener,
and that related training ‘aciities are esseadal lor B

. accomplishment of :bs above-meationed aiss, |

Taking note with great interest and appreciation of

the reports of the UNCTAD secretasiat eatded:

() “Smdy oa imsuraace legislation aad supesvisics
in developing counwies” ?

(3) “lavestment of the techaical reserves of insurasss
copesrns in s coumwry whess s pramius
incoms arisas” ¢

(¢) Establishment of a unified intermational cystem
of insurance statissics, 13

Also taking nute with greag interest and appredistion

- of the report of the Cxpert Geoup on Insurancs Lagis-

Stks igvoived, o eacsurigs and assist the growth of asticmal

amnines wnd reinsurines Markewn in daveloping cauntries iad
o wasiishment o iy end, whars appragriate, of institucions
ia hese countries or it Be fegiotal lsvel, .

Recognizing that ecouomic growth givel rise to an
igcrease in demmand for issurancs and reinsurancs sere
) viess and chac the expanmsion at am adequats rats of
S8 retention capacity of the aational insuriscs markess
3t developing counties will heip the economic devei-
Jpmeat of chese Sduntries during Ne Second Develap-
3¢ Decade and wil reduce subscantially or evea
diminae e ouddow of loreign excaange from thess
‘sJuntries og acsount of iasuraces Taasacions,

. Purther recognizing iBat he aciicipated expaasion of

world demand lor insuraace, in pacticular for the cover
‘of larger industrial and otker risks, may create sericus
Slfculties as cequrds the cagacicy of insuress and
) insures 1 mees this expandad demand, if they do aot
N in suficieatly increasing weir fuads by awracs-
=g oew Capical aed by buiidiag up their fres cesecves,
s S L/CN.14/343, anmex L

- ~8/133, aanex ‘ses 1anex VI Seiow).

. “he Confurance 1dapeed this rwoiuncn without dissent

Offcinl Records of :he Trede and Develo
fom Sesson, Suppiemen: No. 2 (TD/BIIE T SoT

412A

lation and Supervision '* based oa e UNCTAD
seccetariat study on that subjecs,

Further noting the discussions on imsurance a=d
reinsurancs which ok place in the Foursh Com=irnae
of the Conferencs at its third session, i3

1. Affirms that developing couatries should taks steps
> enable their domestic insurancs markss o sover 2
these marksws-—taking into acsount their gaticaal es<a-
omic intereses as well ag the insured interesitemils
insurancs operations generated by their esszlmic
activities, including their foreign made, a3 far a8 s
technically fsasidle; .

2. Considers that developing couatries might ac=ieve
these objecdives mors easily by eswublishing and
sirengtheniag domestic insurancs and ceinsurancs Srpn-
izations, wiers e sizs of e iasurancs Macks: ser=
it, and expanding appropciate regicnal and subregesal
ce-qperation;

3. Recommends that action Se akea in te {olicwving
areas for the aclievement of the objectives of e Jeval-
opiag sountries in e 3eid of insuraccs acd rsinsurasce:

3 Ses Insurance leguiation 2né sugervision n
countrer (Uaiced Nauogs jusiiczton, 3ales Ne.
A wo,

¢ TR/W/C.3/37 avd Core.l.
W Uaited Naticss jusiisatios, Saiss Ne. 72135,

13 Sen [msurancs legisicthion rd iugervision ia leveiamag
countries..., act 0%

13 See annex VID Below.
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{a; Cosis, terms ané conditions of insurance and re-

insurance services

Governments of deveioped countsies saould to the
Lijjes: exteat possibie bring to the amestion of their
inscmance and reinsurance institutions the need to con-
saue their efforis to provide daveloping countries with
dae aseessary cover on the most appropriate terms and
senditions and at the lowest cost commesnsurate with
te sisks igvolved, with due regard to sound uader-
wrisng principles giving adeguate protection to policy-
Joidess: such efforts would have a special importance
ic- devcloping couantries in view of the efests of insu-
rzzce and reinsurance transacions on their economies;

(=; Insurance legislation and supervision

Govermnents of deveioping countries membess of
UNCTAD may examine their insurance legislation aad
supervision system, in the light of the coaclusions of
_the UNCTAD seccetariat's study on issurance legislation
and supervision and of the report of the Expent Group,
as well as of the report of the Committee on Invisibles
and Financing related to Trade on its fifth session aad
take gecsssary measurss, wiere appropriate, to improve
132 compiete these systems;

(2) Investment of the techniczl reserves of insurance
and reinsurance companies

Governmeats of developing coustries members of
UNCTAD should take steps to easure that technical
seserves acsTuing from insurance and reinsurance opera-
sens carsied out in their counrries are invested in the
sae countsies, taking into acsount all the relevamt
shazacteristics and technical reguirements of the risks
iavoived and the kind of insurancs and reinsurance cover
sruvided, as well as tic criteria of scourity, liquidity
aaé income; _ :

(d) Unified international system of insurance statistics
- Govesnmeats of States members of UNCTAD are
reguested to introduce, where necsssary, the unified
international system of insurance statistics proposed by
the UNCTAD secretariat in its rsport oo this subjest
or, where appropriate, take sieps to adapt their present
svstem of insurance statistics so as t0 make it compatible
wizh the proposed unified system and thus facilitate the
compilation of internationally comparable insuranes
sucistics, which will serve, inter alia, as an inswument
¢! social and economic development;

(8) Imsurance :aken owr by investors

Nationals of deveicped countries, whea investng in
developing countsies, should, while observing the require-
meats of satiosal iegislations, call upon the imsurancs
secviees of these countries’ national insurance markets,
waenever ese marke's caa provide appropriate cover;

() Regional and subregional co-operation

Governmezxs of deaveloping countries memberss of
UNCTAD shouid. where appropriate, establish closer
S-operation berwees their insurance supervisory ser-
vices as well as berwesn their insurance and reinsurance
Zsdiutions on a regional and,/or sudregional basis;

413

(@) Technical assisiance

The United Nations Deveiopment Programame. taking
into account the subsiaative competease of UNCTAD
in the Seid of iasurance and the conseasus reacded in
the Govermning Council of the Programme at its tenh
session, 14 should be invited to consider favourably
requests from the Goverzmeats of developiag couatsias
within the limits of the Programme fuads for this pur-
pose, two:

(i) Provide technical assistance to developing countries
upon request in the feld of insurance and reinsur-
ance, particulacly for the purpose of impicmenting
the objestives and recommendations contained in
the pressat resolution;

(i) Finance and organize taining sourses and seminars
for the staff of insurancs supesvisory services, and
invite Governmeats of developed couatsies to pro-
vide complementary in-sezvice training:

. (ili) Finance and organize regional mestings for insur-

ance supervisors for the purpese of exchanging
information and experiencs regarding insurance
legislations and supervision with the participatien
of the United Nations regional economic coramis-
sions and the United Nations Economic and Social
Offics at Beirut;

Governmeats of developed countries members of
UNCTAD should be invited to coatinue and, whese
appropriate, increase the technical assistance and train.
ing facilities which they provide to dsvéloping countsies
in order to assist in developing their domestic insuranes
and reinsurance systems. Iasurance and reinsurancs
institutions of member countries are also invited o con-
2“ and, il pessible, cxpand their technical assistance

ons;

In programmes of technical assisance in the Seld
of insuranes and reinsurance the special nceds of the
least developed among the developing countries should
be taken into account;

4, Urges Governments of States members  of
UNCTAD w0 co-operats fully in the implementatica of
the above-mentioned objectives and recommendations;

S. Requests the UNCTAD secrstariat to coatinus it
studies of insurance and reinsurance—=inciuding regional
and/or subregional reinsurance funds——within available
resources and work programme priosities and t0 repont
on the pro of these studies to the Committes o
lnvisioles and Fisancing reiated to Trade a futurs
sessions; .

6. Wide publicity should be given by the cousties
concsrned to the contents of the preseat resiuuos.

113th plenary meeting
17 May 1872

14 Ses General Assembly resoiction 2588 (XXV), annex.



LINVISIBLEYS (LSSURANCE AL LUURISN)
(Resoiution adopred 3y the Committee ar its Slst meeting on 14 Agrit 1567 )

The Committee on [avsidies and Financing refated o Trade,

Recailing the programme of work on iavinioles adogted at 2e
&rst part of its drst session inad its decisian at that session wheresy
the Secvetary-General of e United Nations Canference on Trade
and Developmeat (UINCTAD) was iavited 0 provide suosiaauve
support {or technical assistancs aod jre-invesument acivities reiated
to tourism, 18 appropriate, withis UNCTAD's Seid of ssmpezszcs,
in closs co-operation with the ather competent Sodies of :ne United
Nations, and to report to the Cammittee 1¢ each session,?

Searing in mind resolution 31 (IV) of the Trade and Deveiopment
Board, which was eadorsed by the Geaeral Assembiy in its reso-
lutioa 2207 (OCXT) of |7 Decemuoer 1966, segarding the role of the
UNCTAD secretariat ia providiag substantive support to technical

assistancs acuivides in the deid of xnvmbl-. including insurancs
and tourism,

Taking note of Ceneral Assembly resolution 2148 (XXD) of
4 Novemoer 1966 caaceming the !nteraaticaal Tourist Year, and

Economic and Social Cuncl ressiution 1109 (XL) of 7 Mareh 1966
on “Tourism"”,

Noring with appreciation the measures adopted Sy magy govern-
ments in response 0 General Assembly resolution 2148 (0CXI) on
the International Tourist Yer,

Taking note of the report of the Expert Group on Reinsurance
(TD/B/CJ3/29), the progress regort on the programme of wark on
invisibles and annexes [-[V thersto (TD/B/C.3/42 and Add.l-3),
and the review of dsvelopments in iavisibles (TD/B/C.3/39 and
Carr.l), and of all comments made in the Cammittes ca these
documents (TD/B/C.3/SC.4/SR.1-4 and TD/B(C.3/SC.4/1),

A. [nsurance

1. Expresses its ippreciation to the Expert Group oa Rein-

for their useful report in clarifying and diagoosing the

problems to be dealt with, and for the useful recommeadations
contained therein proposing solutions to thess problems;

2. Commends thess recommendations to the attention of govern-
ments of member States and of the insurance industry, with a view
to their coasidering the possibility of implementing them ;

3. Notas with satisfaction the text of the questioanaire oa insur-
ancs legislation, supervision and market (TD/B/C3/42 aad
Add.l-}, annex ) 18d requests the Secretary-Geaeral of UNCTAD
to provide (0 governments at their request, assisancs in this
connexion :

4. Requests the Secretary-General of UNCTAD 10 convene in

. due courss 2 meeting of insurancs supervisors and other experts
from dsveloping countries to review, and to comment on, the
studies of the secTetariat based oa the replies to the questionnaire

on insurancs legisiation, supervision and market (TD/B/C3/42 and
Add.l-], anaex ) ;

3. Further requests he Secretary-General of UNCTAD :0 2an-
vene, in so-operauion with te Staustical Ofics of the United
Nations, a3 mesting of insurance statisticians, with a view to {or-
mulating proposals [or minimum statistical standards and dedinie
uons for insurance aod reinsurance transacuons ;

6. Requests the Secvetary-Geaeral of UNCTAD ‘o carry out at
least once every :wo years reviews of developments in insurancs,
with special refereacs o develoging countries ;

7. Inavites governments and the insurancs ingustry to c3-operate
with the secretariat trougn the appropriate chaaneis by providing
information gesded for Qrrving owt the work progamme on
cauonal and intermauonai insurancs ind reinsurancs operations :

¢ Report cf the Cammittee on {avisidles and Financing reiated
to Trade an s 453t 32r o( 'ts session., QFe:ai Jaeards of :he Trade
and Deveiopment 3oard, Third Sa:wn..wppumcm No.J,annex [,(2).
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RESOLUTIONS AND DECISION ADOPTZD BY THE COMMITTEE AT ITS SIXTH SESSION

7 (V1) Reinsurance
The Committee on Invisibles end Finane:ng reicted to Trcic.

Recalling resoiution 42 (111) adopted by the United Nations
Conlesance on Trade and Development on 17 May 1972, in which it
i agreed, inter alia. that developing countries should take steps to
enable their domestic insurance marxets (0 cover 1n these markets =
:3king into account their national economic interests 33 well as the
micrests of the insured - the insurance operations generated by
sheir ceonumic acttvitics, o 13r 3s is techmically fasible,

Recogmizing that adeguate reinsurancs cower is one of the
anncipal means by whidh insgranee companics @an extend thar
underwriting  @pucity and that the remnsuranes  needs of the
¢=velopiny countries cndeuvouring 10 promate the growth of their
astionsi insurancs markets are ingreasing,

Rerognsing giso el tw picsent vonditions n the ficld ol
ransurane prevailing 1n most. developing countria are not guite
satisfactory, resulting 1n an outflow of insurance business in the
form of reinsurance which constitutes 3 heavy burden on the
malance ol psyments of the developing countries in question,

Taking rote with great interest and apprecition of the study by
tit UNCTAD secrewriat on reinsurance probiems in developing

countries$ in the preparation of whieh remnsurance experts irom
vanous countnes rendsred their assistance,

Noting further the discussions on reinsurance which took place in

* 1ts Sessional Commutiee set up to deal with the item on invisibles:

insurance, and which ire reflected particularly in paragraph 103 of
the report of the Committee on its sxth session d -

1. Consniders that the aicrementioned study by the UNCTAD
secretariat provides valuable expertise and guidance as regards the
problems facing the developing countries in the field of reinsurance
snd the ways and means in which these problems could be soived;

2. /nvites developing countries 1o consider the adoption of such
of the meaxures suggested in the study as may be appropriste in

their indindual circumstances, having regard to the advantages and
disadvantages pointed out in the study, namely:

fa) A structural development of their national insurance markets
allowing [or a higher retention capacity of their domestic insurance
industry, including the esubiisnment, wnere appropriate, of
astional reinsurancs institutions or pools, private or Statc-owned;

(h) An increase in regional and subregional co-operation of
Ssvelopins countnes n the Jeld of reinsurance, including the
cestion of regional or subregional reinsurancs institutions and
Pools, taking into account all reievant charzcteristics of reinsurance
and technizal requirements of remnsurance risks involved;

3. Expresses interest 1n the activities already undertaken in this
field by 3 numboer of aeveloping countries and invites these countnes
te keep the UNCTAD seessiariat informed of the measures iaken
and the resuits obtained, 50 that the information so received, as well
as that on cvents in deveioped countries, can be made available 10
gther interested developing countnes;

4. Recopnizes that for effective implementation of the aforemens
nonce tuggestions, conuderable skill and expertise are required, for
winch reason appropriate steps shiould now be taken 1o provide, on
ssquest, insursnes companies, State corporations and State insure
ance regulatory otlices in developing countries with opportunities

and {3cilities for e2ucation and adeguate training 1n insurancs and in
management.

€TO/8/C.3/106 ana Corr.i. To be issued as 3 United Nations
JudIkilion, Rensurance Jrodiems 1n Jeveloping sountries: study

oy the UNCTAD secretarnar (TD/B/C.3/106/Rev.1).

¢ Official Recores of the Trede and Development Board, Thin

seenth Session, Suppiement No. 4 (TD/B/asa),

Ay

S, Jnvnes dovelopum (Duiines 10 maae use ol the substantive
competence ol UNCTAD w provide technival assistanee in the ticle
of insurancs, in acoordance with its responsibilities;

6. Recalls the recommendation in paragraph 3 /a) of C_onfcren.:
resolution 42 (111) that Governments of developed countnes thoulc.
to the fullest cxtent possible, bring to the atiention ol ther
insurancs and reinsurance institutions the nced to continue ther:
efforts to provide develoming countnes with the netexsary cover on
the most appropriate terms and conditions 3ng 3l the lowest 2ost
commensurate with the risks invoived, with due regars o sounc
underwriting prinaples giving adequate protecton to »olicy-holders:
such efforts wouid have 1 spemal imporance for deveioping
countries in view of the effests of insurancs and reinsurancs
transctions on their economies;

7. Recommends deveioped countries to assist the developing
countries in their efforts to develop their domestic insurance anc
roinsurance markcls, s0 that reinsuranes cover will always be
provided on the fairest and most reasonapie terms and in particular
in the realization of the aims expressed in paragrapns 2 and 4 above.

124th meeting
13 Jduly 19735

DECISION .
8 (V1) Training in the ficids of insurance and reinsurance

On the ocasion of the consideration by the Sessional Committes
of the Committee on Invisibies and Financing reisted to Trade ol
the study by the UNCTAD secretariat on reinsurance probiems ir
developing countries,®the attention of the members of the Com-
mittee was drawn to the nesds set out in this study to promote the
training of techmcally skilled staff and to elaborate 1 programme (or
such training acsording to the present and future reguirsments of
developing countries. :

The Commitiee requests the UNCTAD secrecariat 10 take the
necessary steps to prepare expeditiously and impiement, to the
extent pessible and within the funds available for this purpose, 3
detailed programme for the education and traiming of 1 sufficient
numbe: of qualified personnel in the fields of insurance and
reinsurance, which wouid benefit developing countries.

To this end, the UNCTAD secretaniat is urged to underake 1
survey of the needs and resources availrdie and 10 make 2 repart to
the Commitiee on lavisibles and Financing related to Trade at its
seventh sesmon.

i?‘lh meeting
J3 Juiy 1973

¢=9:8/C.3/106 and Corr.l. To de issued as a Unite2 Nations
publication, Reinsurance rodlems in deveioping OUAINES: Study
dy tne UNCTAD secretsrwr (TD/B/C.3/106/Rev.1j.
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RESOLUTIONS AND DECISION ADOPTED BY THE COMMITTZZ AT ITS SEVENTH SESSION

RESOLLTIONS
9 (VII) Marine cargo insurance

L he Cammucree on [nvisicies and Financing eizted o Tr=de,

Becziling resolution 42 () on insurance and reinsunance
icigeed by tme United Nations Conrerence on Trde and Deved
ti3zar o L7 May 1972 in wnich the Confersnce, inrer 2iia,
« Trmed thae seveloping sountries should ke steps 0 smabie there
::;&cc surance markess (0 cover (n these markets - aking Kito
~uat e national economic interssts, as wel as the insured
- Simets « the 1surance operations generated Yy their scanomic

i, including their forcign trade, 33 far as was technically
Tlste,

Fecalling further he r*commendation in paragmapn 3 (¢) of the
.| =2 resolutwn that Covernments ot develone countries snould 0
| 3 fullese exteat possidic 3riny o the aKIcALIOR JU LhCi insurance
| w¢ rensumance ‘nsututions the need to Sdatinue their cfforts 9
" srmavide developing Ountsies with the necsisary sover on he most
wpropriste erms and conditions and 3¢ the lowest cost commen-
meste with the risks involved, with due regsrd to wound under.
weting semciples giving adequate protection to policy-holders: such
efTurts would have 3 specaal importance for deveioping countsics, in
view of the cifests of insurance and reinsuranee transacliuns on
| iz cconomics, '

Rezoxnzing that the cconomics of mast develoning countries
; :'h Zezend hegvily on forexgn Tade, and that the conditions in the ficld
77 of mnane carya insurance prevailing in most develoning countries
| T not quite satistactory, owing to the present tade pracsices in
‘| "zew countrics, and result ir 3 havy outflow of such insurance

: :dgncx, thus coastituting 3 burden on the balance-of-payments
| Aition of the deveioping councries in question,

eking nute Wil great interest and appreciatiun of the study by

.| ¥ UNCTAD wcwtarmt on marine crgo insurance,d in the
;| !cmton of which marine insurance experts (rom various
, I Biatrms rendered therr ssistance,

/

O *amvg [urther the discussions on the subject of marine crgo
| ' Bmace in the Semoml Committes st up at the Committee's

‘.‘;.m session to deal with the queston of insurance (agenda
% N, s

farne crgo insurance provides vaiuable expertise ind guidance 23
{Trds e problems (aciag the developing sountries i the feld of

marae Qr3o insursnce ind ways ind means by which these
frociems Sould be svived:

TN

’ ul Recommends that developing countries adope such measuces
~ e suggested in the study as may be ippropriate in their
N Sewdudl cwcumstances:

% Eminres e conciusion in the dudy that maintaining the
A SRat gawem ol cargo insursnee i cowneml and c2nnut be
§ ':’ eawd with, and thal any madical it i sk sllocation Srom
TR iernee o wserns 'y tiabidity would % particulanty detrimene
T3 thie iaterests OF Jeveioping countries:

v % Sxoresses interest n the measures ilready ken in this Jeld
;'f 1 fumpes of deveioping countries and nvites those sountries to
7 RT’ e UNCTAD secrearmac informed of these measures and e
iy P obamined, so that the information so ressived =an Se made
{1 Walanie 10 acnes interesced <eveloping souncres:

| 1 ';"' Recogrizes that for :he sifestive imolementation of the
sorementioned suggestions. audesapic skil ind expestise are
2‘;&:&, for wnick rtasnn ioprovrate stePs saculd se kea to

.‘,a‘i‘m sducanon nd waunung o sall working in manne cargo

Teevning ad sim idiustment in dovelsping sdunties:

S

& Recommends :hat zeveioping sountries make use of the
E:mmx;e ompetznce of UNCTAD 0 aravide tecameal assistancse
1S e Teid of the jromotion of swmrine =r39 insurancs. in

:~==g=§:x_:z --\.nm s resoonsidilicies and A sanformity wuh Jarae
FRUR 3 m o€ Cangerence resolution &2 {!I):

TTOIWC.I1 0.

. i Cunsmiers that the study by the UNCTAD weretarmt on

414A

7. Recnmmends o dovcloped couatries that they 3sumst InS
cantinue to wWPpUrt deveioping SQURITINS 1A InCi sfforts :o'écv'::(a:
ter domusiic marine 030 INSUCIRES Markuls, paTucuisly 3v
suting ‘at their disposal :he exising wternational manne asumas2
facities: furthesmors, an ~sssgaition 3¢ the ssonomic Jroblems &t
the duveloping cuuntrics. it wouid e Jppresiaced J asurznes _:‘n
exoorts from deveioping couatries uld de placed. whure joswicis
and technically feasibie, in the markots of those Sounatres.

118th mees ~e
5 Novemner (277
10 (VID). [nsurance sducstion

The Commirtee on [nvighles 2nd Financing refared s r2dC.e .
Recalling its resalution 7 (V1) on reinwunnce and its deeision 3

. (VD) on uzining in the elds of insueane and somserne, ol 13

July 1973, in which it reyueseed the UNCTAD wurstariat @ uRe
the necessary $tCps to prepars sxpeditiously and implc.ment. 23 the
extent possible and within the funds availadle {or this purpuse. 1
dewiled programme that wouid meet the aesds ol develur=g
countries for the cducation and ir3ining of 3 mﬁc:cn: aumoe? 3¢
qualified personnei in the {leids of insurance ind reinsurance,

Taking nocre with jreat intevest ind ppresicion of the u’.'_ar-.;
made by many countries - developing and dcyc!eped - in the fleid
of personnel Rining in iasurance 3nd of the rcRort Ny t=e
UNCTAD seccetarat on insurance education {or the develovng
countries® and the amalytical study which cemplements the r2ovee.®

Noting further he discussions on the wbje ot"insut"".'
education in the Sessonal Commitses w2 up 0 deal with aguncy
item 7,

. Considers that the report by the UNCTAD secTetariat on
insurance education for developing countrws provides vaiusdie
expertiwe and gurdance as 10 how the mevds ot develuping cunntrics
lor insurance cducation could be metd :

2 Agremy i poinciple wath the Teuactusions _c?f the fepuet 3ad
authuoezes the UNCTAD weretarut to indtiale imawdsiie activg
with 3 view (0 asustiog Juveiupng untiies o nnpieiwit e
proposd cducativnal serategy

3. Recommends that develuping cuuntrivs artivipate o e
fullese.pussible extent in the wttung ap uf' the p.rum.ul cducstonzt
programmes with w Vuilest S=upraLIon ol repioal inweEnes
institutes, especally a8 regards Tanng of middle-iovel sxecutves

3. Recommends that internationai drganizations, including intsr.
astivaal tingneil insticutions and te Cnited Natons Dcw!'uuun;m
Programme, g il uveloped wouates, as el o3 il uther
sounres n 1 J0sitiun O 0 0. Jive B¢ auw programmes :nfl nsse
already in existencs thew fuilest possidie support A the -foem 3t
technical and financal issistance consonant with he aeeds 3¢ 3
devcioping countrics sonceined.

138th meezing
5 Novemoer 1372

LRSI BTN
STIVWCIIITE, Sunn, 1,
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RESOLUTIONS ADOPTED BY THE COMMITTEE AT THE FIRST PART OF ITS EIGHTH SESSION

14 (VIID. Co-openative insurance

The Commiztee on Invisibles and Financing related to Trade,

Recalling resolution 42 (II) on insurance and reinsurance,
adopted by the United Nations Conference on Trade and Devel-
opment on 17 May 1972, in which the Conference, inrer alia,
affirmed that developing countries should take steps to enable their
domestc insurance markets to cover in these markets—taking into
account their national interests as well as the insured interests—the
.insurance operations generated by their economic activities, includ-
int their {oreign trade, as far as is technically feasible.

Recalling Conference resolution 38 (TII) of 15 May 1972, which
recognizes the role of co-operatives in trade and development and in
developing savings through insurance, and which further recognizes,
inter alia, the role of co-operatves as efficient democratic organiz-

adons in the economic and social development of developing
countries,

Further recalling General Assembly resolution 31/37, of 30
November 1976, calling for the further expansion of the co-
.opent'm movement in less developed countries,

Bearing in mind the need in many developing countries to
promote further the extensions of adequate insurance cover to 1
wider public, partcularly in the rural areas, thereby increasing
economic and social security in those areas,

Referring to the study entitled *“Co-operative insurance: 2
suitable form of insurance for developing countries™,®

Noting the various viewpoints expressed during the discussions
on the subject in the Commirttee at the first part of its eighth
session,

1. Endorses the conclusion of the study that co-operative
insurance, complementing other forms of insurance, has a special
role to piay in the over-all development process;

2. Recommends that, comsistent with the objectve of devel-
oping domestic insurance markets and having regard to the need to
organize and operate insurance co-operatives on sound insurance
principles, developing countries initiate such measures as may be
considered appropriate {or their establishment:

3. Recommends that insurance co-operatives be subjected to
governmental supervision as other insurance institutions;

4. Further recommends that the attention of multilateral and
other 1id institutions providing technical assistance be drawn to the
contribution of co-operative insurance in natonal economic devel-
opment, that they respond to requests of developing countries for
technical assistance in the promation of co-operative insurance, and
that the technical expertise available from various sources such as
the international co-operative insurgnce movement be drawn upon
in this respect.

145th meering
9 December 1977

. TD/B/C.3/138.
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RESOLUTIONS ADOPTED BY THE COMMITTEE AT THE FIRST PART OF ITS EIGETH SESSION

13 (VIID. lnsurance of large risks in developing countries

The Committee on [nvisidles and Fincncing related to Trade,

Recslling resolution 42 (III) on insurance and reinsurance
sdopted by the United Natons Conference on Trade and Devel-
egment or 17 May 1972, in which the Confereace, incer alia,

37lizned that developing countnes should take steps to enable their
iammic insurance markets to cover in these markets—taking into
asssunt their national interests as well as the insured interests=the
wscsance opersations generated by thcic esonomic activities, include
=3 tnes foreign trade, as {ar as is technically feasible,

Further recalling the resommendation in paragraph 3 (a) of the
szme resolution that Govermmments of developed countries should to
=1e {ullest extent possibie bring to the attention of their insurance
ané reinwirance institutions the.need to continue their efforws to
grovide deveioping countsies with the necessary cover on the most
sspropriate terms and conditions and at the lowest cost commen-
sicate with the sisks involved, with due regard to sound under-
wriiing principles gving adequate protectidn to policy-holders; such
efizss would have 1 special importance for developing countries in
view of the effects of insurance and reinsurance transactions on
heir economies,

Recognizing that the efforts of developing countries to achieve
guick economic growth resulted in their considerabie reliance upon
modern technology which genesated an inmcreasing number of
exicaordinary nsks which, owing to their naturs os size, or both,
r=sutre special handling and extensive sessptance capacities,

Further recognizing the scrious difTicultics encountered by the
young domesuc insurance industry in dcveloping countries in
usessing and covering their large risks, a situation which often
results in 3 heavy reliance upon foreign imsurance ind reinsurance
f3r obuining expertise and capacity, which in twum leads to 3
cansidesable outflow of funds and less active local participation in
+ e control of these risks,

Teking note with great interest and appreciation of the study on
insarance of large risks in deveioping countriesd prepared by the
CNCTAD secretariat with the help of several experts,

Noting further the discussion on the subject of insurance of large
ssks in developing countries at the first part of the Commmu s
eg=h session dealing with the question of insurance,

.. Considers that the study by the UNCTAD secretariat on
msurance of large risks in developing countries provides valuabie
gxpestise and guicance on probiems facing the developing countsies
in the ficld of covering large risks and on ways and means by which
iese probiems can be soived:

= Recommencs tnat developing countries adopt such measures

r.x;-;-zud in Nie sudy as may be appropnate in their individual
srsumstances;

3. Zndorses the conclusions of the study that insuring large
ssks in the domesuc market is essensal to promoting the sound
deveiopment and growth of the domestic insurance industry;

4. Recogruzes thai,. to implement successfully the aforee
meationed sugsestions, developing countries should take all possible
measures to sirengiien their domesuc insurance markets and to
sromote co-0pesauon among thelr nauonal insurance institutions,

3 TD/8/C.3/137.

416

with the 1im of pooling systematcally all local technical knowiedge,
experience and capacity in underwritng large nsks on 2 sound and
adequate basis;

S. Recommends that devcloping countrics make optimum use
of regional and subregional facilities, including. exper: lisungs and
pooling systems for large and difficult rsks;

6. Zndorses the sutcment sontained in the study by the
UNCTAD secretariat as regards the need for co-operation, especially

in the field of insurance of large nsks, between developing and
deveioped countries:

7. Recommends, in view of the imporunce of murnauoml
co-operation in the field of large risks, that developed countnes
assist and sontinue to support developing countries in their efforts
to provide cover for their risks at the most economic and
competitive rates and also provide expertisc, reinsurance capacities
and training {acilitics in all aspects of the underwriung and servieing
of large risks, including risk mintmization and loss prevention;

8. Recommends that developed and developing countries take
measures to ensurc the prompt settiement of rexmumce premiums
and the prompt settiement of claims.

145th meering
9 December 1977



| 19 @X). lavnisibles: insurincs
' ‘e Commit:ee on /nvindles :nd Financing relared o Tr=de,

Fecziling resoluuon 42 (11D on insurance ang :etnsurancs adooted

: -*ie United Nauons Confersncs on Trade ing Cevelopmeaton {7

i va¥ 1972, in whica the Canference, irrer sz, ulicmed that
s¥eioping counces iould ke steps o smasie their domesuc
::_'mncn markets (0 over 1 Llese markew-iacing into iesounc
<€ a3tional economic nterests as weil 43 the insures interesis-che
=flancs operaucns jenerated By her ecanomic icsvies, ine
Sucing their foreign ade, 13 {ar 13 was tecanically feamble.

Further recailing he Declaration and the Programme of Aczion on
3¢ Isuplishment of 3 New [nternational Zcanamic Orcer cone
 ained in Ceneral Assembly resolutions 3201 (S-V1) and 3202 ($-VT)

of | May 1974, witich recognized as 1 basic campanent of the new
aternational economic order in e feid 3f imsurames e exisiencs
3 ¢ deveioping Ssunwy af a tational insuranes markes, ible 0

k sronds insurancs caver locally for the greacer past of :ue insuran
1 asks of hat sounwy, e e o

&m&ht that progress has Seen ichieved in the insurancs fleid
during the Second United Nations Deveiopment Decade,

Recognzing nevertheless that muek still remains to be done during

2w trd United Nations Development Decade, and :hat coatinued
«Tlorts are needed:

(a) _To Promote the consolidation ind diversifiition of fenuine
sl insurancs acxivities in the developing cauntries:

: () To increass the volume of insurancs business underwritten

and reqined by tie aaconal insurancs markers of :he de |
Suntries; e

e) ?o enable imunncp marke of the deveioping countsies to
mum and secure fair nd non<diseimunatory weatment in
“anery of insurance 1nd reinsurance {zom the insurancs markets of
e developed countries;

@ To improve the technial ind economic performancs of the
‘msurance markets of developing countries,

i Taking note with interest and appreciation of the studies prepared
7 e UNCTAD secretariat and submucsed :9 the Cammuttes ac e
acand Jart of the ainth session, aamely:

(@) Loss prevention in fire and marine Qrgo insurancs;d

(8) Methods wed for increasing the local retention of insurancs

Susiness: regional and a3tional insurancs poois:d
() Cop insurancs for developing csuncries:¢

(@) lasurancs in developing countries: ¢ i
T8 i aned sveiopments in 1977,

(¢) Third worid insurancs at the end of the 1970s,¢
h.r:m with =risfacsion

Jeen estadiished in Africa ind Asia, Parsicularly e Afnean
Rewsurancs Corporation, :Ne Asian Reinsurancs c:rypor:uon wnd

e Aras Reinsurance Corporation, ing endarnng :a principle plans

-’3lt Qe levelopment of ather felsurance projec:s under sonsiasr-
iLgn,

Teking note ﬂxm_ur of its discussions as redlected in its repore,

L Agrees hawche strategy foilowed 0 far in nsurancs has
M Jositive, m thae, n ordes o 1ttain more aapidly and safely
= dgvdopmcat oDjecuves, his strategy Mas o Se further expanded
md. atensilled; and cansiders :hae g is lecessary ‘o extend ind
ateasiy effocts 20 acaieve fTeater jetenuon in devetoping countries

ad 3t hese ciforts shouid vary
: Al take nto iczouar e 1
Sar3ccenstics of indivndual market situations: "

]

E. Urpes he developing :3untnies 0 canuaue
«€i3rs o promote and sansolidace heir
et 3@y In imporant

ad nceasniiy their
A Somestic insurance seciars,
‘ole :n thewr aatonal ecanamies:

ETBIC /62,
‘ 3 ToImC 60,
S TOIBIC.I/143 (1o de

(TUIBIC.JINJ/Ru.L)). usued a3 3 United Nauong pusdlicatign

¢ T0/8/C.3/149.

* T8I/ 897 Aga.t g Qarr,
Nsqions 3ustication (TO/3/C.3/1 89/ Ada. L, Rav. ).
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RESOLUTION ADOPTED 8Y THE COMMITTEE AT THE SZCOND PART OF [TS MINTH SESSION

that rtponal rensurancs orgpanzations .

I (to Se ssyed 33 3 United

3. Recommends n :=is 3aneciion Rat Jsvelsoung sounintes
Tesort 9 rsonal and .aiartegionai ss-icenation. {ar cwiueR i=e
susance provicss many iceguats fossduines ad, A parusuiar, el

(@) Deveioping csuntries acuvely support e exustiag iegionai

' reinsurance arganizatons;

(8) Developing councries sansider nd acuveiy support s
establisament of aauonal 1nd regional pools or rasurance arganis.
adons for improving nat:anal retentions:

4. Requesrs the developed market economy countries ind e
socialist cauntsies of Eastern Surope @ extend all possidie
assistance and :schaical support o :ne :(fares of the develocing
sountries and 0 f{aciitate me impiementadon of ‘Re afsres
mentioned sategy 1t Joth e 130003l ina Re regonal levei:

S. Regquesrs, in view of the vaiue ind merit of the stucies
srepared by the UNCTAD secTsiariat, that the sectesariac snouid
publish 3 comprehensive repart indicating how far the Commictes’s
resolutions ind decisions on insurance ind ceinsurance, laking inco
acsount the sgcretariat’s previous reports, have beea implements<
during the past five years,

8. Calls upor the UNCTAD secretanat:

(@) To continue its wark 9n the subjec: of loss preveation in fire
and marine crgo insurance by preparing 1 lise of priorices lsr
measures to Se taken by Covernments, industry and rade, e
insuraacs companies 1nd the public, 1ad to prowvide guidance :nd
assistance (o countnes desining (O set up appropriate igencies 0
enforcs the recommenced safety measures, taking :nto 1esaune,
inter aiiz, the recommendation on missing vessels adopted it the
Alrican Regional Seminar on Marine Cargo [nsurance held 1t
Alexandria, Egypt, in 1978:¢

@) To explore e possiviiities (or establishing multilatersi
reinsurance plans among Covernments, wnerever applicable, se =op
insurancs organizations of various sauntries, 0 be operated through
regional or other reinsurance organizadons iiready existing of to Se
esablished: and to explore any other possibilities {or supporung
nauonal cop insurance and cewnsurance schemes of developing
countries, taking into acsount the work done in other Srganizaticns;

7. Requests - in particular that the UNCTAD weretariat alw
prepucs studies oa lile insurance, on third-party automobile iae
srance, and on reinsw.ance institutions as 3 means of increasing e
local retention of insurance busminess, and 1 study unalysing the
insurance schemes througn which developing sounties sauld saves
losses arising (rom natural stastrophes:

8. Reguests further that the hitherto Mennial review of insurznes
events in developing sountries be punlisnca innually in future, n
arder to provide and dissemunate mors up-to=date infarmation:

9. Renueses the UNCTAD weretarat e proviic techmeal sswse.
ance 3t the aauonad Ind regunsl lovels 0 ine Jeveluping sountsies
in the implemencation of e ippraved jrogrammes 3n insurinss
and reinsurancs;

10. Urges multilateral and  biiatesal development 3gemcies,
including sompeteat Umited Nations bodies and ather donoes, o
3esard adcquate priarity 0 insursace projests in the programmung
1nd allocation of thetr tecanical assistance sesouress.

163th mezt:ne
. J Ocoder [ 330

! See TO/BIC.3/L 62, 3ae3. 191,
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ASSOLUTIONS ADOPTZD B¥ THI COMMITIZZ Al
THE TIAST PART OF ITS TENTH SZSSION

20 (X) Cantive {nsurance coonanies

The Committee on Invisibles and Financing related to Trade,
fecallinz mesolution 42 (IIT) on insurance and reinsurance, adoptad by the
United Nations Conference en Trade and Development om 17 May 1972, in which the
Conference, inter 2lia, affirmed that developing countriss should take steps ©o
'ogablc their domestic marksts to cover in these markets, taking into secount their
national econcmic interests as well as the insurers' interests, the insurance
operations generated by their economic activities, Do
Taking note with interest and appreciation of the study on "Insurance in -
developing countries: developments 1980-1381" (TD/B/C.3/178), which dcal-.
{nter alia, with the subject of captive insurance cocmpanies, -
Recuests the UNCTAD secretariat to conduet a further study on the POSSiblﬂ

impact ef the captives on the operation of domestic insurance markets in
developing countries.” -

17 December 1982

L17
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el (X) Life imsurancs in 2uvelssins scuntrias

Tae Committse on Invisitles and ’* imgacing melatad S3 .n:‘.s,

lacalliaz recsamancatisn A.IV.23 sn insuranes and reinsuranse, adsgitad LY e
Tnisad Nations Confarence on Trade and ..uvo-opmr'c at iss first sessicn in 1544, i
weion it was agreed, intes allia-that a :m.:'.:'. naticnal inmsuranca and reinsurance
sarket is an essential charuclaristic of econcmiz growth, a/

facalling further Gersral asseably reselution.3d /42,0f 19 ‘lovcat:o. "1581, calling
for intansified effcrts to mobilize persoral savings in cevelsping c:‘-ntr‘-_“, 3o 13
% saxiaize Jiran c‘.a- resources availabls far accsleratad dovelcpment,

Jecognizingz that lifs lasurance and 1lifle izsurancs ccz*ar..as'cin' ;-W a
izportant role in promoting individual eccrozic security and in, nttioml davelogzernt
efforts, including the :nchilization of porsanal savings,

Recognizing further the importancs of and need for zore ndtquuly t-ti..od
gales, actuarial anc other life izsurancs personmel, T

Taking nots with great interest and appreciaticn of the study, by .hn JNCTAD
secretariat on "The promation of 1ifa insurancs.in av;_qpi;t 99“5"6}‘103'! -
(TD/B/C.3/17T and Cerr.l), ; § - o

e ® YRR ‘ -". .

Noting further the discussioen on the subjact e: l'fo insurancs. .n dvnlcp-..; .
ccuntries at the {irst part of its tanth session,

3... Recommends that governmants of developing countrias should take staps to
ensure that, tachnical reserves and guarantae deposits of lifs insurancs cszpaniss
azd 1ife reinsurance business in daveleping courtries should be iavestad iz the
esuntry where She preazius inceme arisas, saiking uxf.o account all the nlovaat
charactaristics and tachnical requirezents of the risks iavolved as well as ths
sdequacy of sscurity, liguidity and inconme; .

2. [Rocuests the UNCTAD secretariat to prepara studies on tha-various fiscal
ad other mesasures that dsveloping countries mesbers of UNCTAD esuld adept 5 J3ka
Iife insurance praducts zore flexidls for jolicyheliars and zora competitive wild
Sther savings nwdia, especially in visw of the curreat high lsvels of inflasion. s
Teasures t0 De sxamined 3ay include, among others: (a) tax incantivas for insurance
capanies and pov‘.icyho‘dnrs. (%) altarnative investasnts, iacluding iacex-linksd
securities, t£2 anabla insurers ta,' aarn compatitive rates of restura in an inflationmasry
environment, keepizg in aind the nacessity fsr reascrable sacurity and lisuidity;

of the Unitad Nasisns Canl
, Dinal Act and Jesers, thirsd rare

X witme =

e-t-ca en Tride 1n¢ Cevelacmsat,
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and (¢) éariﬁi-:mmu' 'of'oqui:.aﬁla'ain'imn or stindard SBlicy provisions that
could be inesrperated into life imsurance contracts;
3. Recommunds that initiatives be taRen to izprove the sualisty ‘and quantis
of training fo- i z..:-an.. personnel of developing councries; )
- Recommends t'urthar that developing countries cace use of the substantive
conpetence of the UNCTAD ucntaria.: provide technical assistance in traiaing

and in creating 1-xdividual ceuntry a.ad appropria.o re;ioaal mortality .ablcs of
insured ’ivos.

176th meetina
17 cacamber 1922
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22 {X) Less srevantiss ia =marise sargs issurmines Lin develosing ssuntrias

The Committae on Invisiltles amc Tizansinz relitad 53 Trads,
jecalling Conferencs resolutisn 42 (III) of L7 May 1572 cn lasuraccs =1

seizsuranes 2sd LtS a=chasis cn tke existancs of a sound 2soestis insurancs Tarisl

oa'w ase

in developing csuntrias as an essancial craractarissic of Sheir acsnonic cevelogment,
fJecazrmizing that the strengthening of domestic iasurance zarxess o davc‘.o:i-‘;
ssuntries calls for the adoption of loss srevention msasures directad at sinizizing
sisi=s, as 3any of these zeasures will entalil less costs than thcse Yelng OowW
sadeznified by the demestic incustry in thase csuntrias on account of elaims zals,

Jaccagnizing also that loss sreventisn measures will met ealy izprove tie
sconemy of the ifsurance sector aloms, but will alse bring desefiss to the lasurec
and to the gensral econcmies of develsping countries as 1 whole,

Recognizing further that measures of loss praveaticn adeptad in developing
countries will alse result in fewar reinsurance claims and are likely ts facilitata
intarmational trade and transportation and therefore e of great intarest o
Riasurance and trading rartaers in and cutside the countries concerned,

Taking note with interest and appn;:i tion of the study by the UNCTAD secretariac
fa "Carge loss preventiocn: Suggestions for a domestic policy in daveloping
funtries" (T3/3/C.3/162/Supp.l), sutmittad to the Comnmittae at the f{irst part of
s tanth sassion, which suggzests a nunber of practical zeasures ia the areas of
Mekaging, transportation, starage aad sacurity of cargo, and which outlizes the
Sazents of a stratagy for the developing countriss in She field of loss prevention,

1. Jlecommends that duveloping countries consider the sdoption of those of .the
feasures suggestad in the above zentioned study, that fit thelir particular situatioa
dcd zest the nseds of their insurance and reinsurance sectors;

2. Azrses thRat the sugzastad measures will entail tenefits which will spreacd
is the whole international insurance community and othar intarests concsrnsd, and
thersfors recommends that the develsaged countrias and all otier csuntrias i a
Josizion %3 do 30 support She afforts of developing countriass in the field of loss
srevantion L marine cargo insurancs; .

3. Calls ucon the Unisad Nations regiomal comnissisns, regioral
iatargoversmental Sodies engaged inn the process of ecsnozmic co-operatisn, and other

iatarestad zrofessional and non-govermmuntal organizaticns, $3 support acticn on 2
) regionral and subregional Sasis.

178cn =sgsinz

17 cecamzer 173
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23 (X) Motor i=msurancs in davelecing countries

Recalliaz Conerence -esolution 42 (II) of 17 May 1972, on insurance and
reinsurance and its ecphasis on the existenca of a sound national imsurance market
in developing countries ‘as an essintlal characteristic of sheir economic davelopment,
Jecognizing that the Sﬁfllnsthtn‘.ns of national insurance markets in developing
countriss requires, inter alia, viable operation of insurers in these :n'.:kar.:,.-..
Notiang that motcr izssurance has Seen recording negative resulss in pany .’

daveloping countrias, a situation which Shreatsns the orderly growth anc dcvclcpnm:
£ these zarkets, .. e . : . .-

e . ve quED e

Jaking nots with :Lnurcst and appreciation of the studies pnscaud by the
JNCTAD secrstariat on the subject of motor insurance in developing countries '

(TD/B/C.3/175 and TD/B/C.3/176/Supp.l), - : ‘ .
Taking note furthar of the discussions on the subject of motor insurance in
developing countries at the first part of Lits tenth session, L L Hede e

1. Azses that the adverss perforzancs of motor insurancs in dcvclop'.nt i
:oﬁn:rus represents a major problaz for the emerging insurance industry in these.
countries, and that govermments, insurers and insureds should take appropriate
ssasurss to improve its results; . '

. 2. Invitas developing countrias to consider making use of the msasures
recommended Ln the study prepared by the UNCTAD secretariat So improve the perforzance
of the motor account, -taking inte comsideration the varying charactaristics of
indivicdual market situvations; L.

3. ..Recuasts the UNCTAD sacretariat to continua its work on the subject of
Zotor insurance by prejaring further in-depth studies on the altarmative lsgal
systazs applicable to the compensation of motor accident victims, taking into
sonsideration tha social aspect of metor insurance, the responsitilisy of iasurers
and the interest of the insuranss industry;

4. Reguests further the UNCTAD secretariat to prepare a study on the
compilation of necessary motor insurance statistics including a 3zodel, and case
rtports on successful and/or workabls motor insurancs scheses in developing
cduntries, {or dissezination to mexbar Statas,

176tk maetin
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ANNEX IZ

~3ining CSusl

sas ancd Seminacs cancuct=sd v wme Stecia lasusance

[
W
g
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A. Afzican Resicn

Seminar on Maciae Car30 Insurancs

Alexandzia, 20-29 Novemper 1373

.m3e-aim of tie seminar wvas.for tae participants (insurance officials and
executives from the national iasurance industzias dealing with marzine carggo
iasuzance) B0 review thneir present policies in tne field of marine cacso
iasurance 3O that taey could adopt measures aimed at increasing theis

_ecuntzies' participation in providing marine insuzance cover t3 tseiz foreisn

tzade. TRe seminar focused on tak main legal, tecanical and economic asgects
of mazine cargo iasurancs. The 3aia prsolems associated wid iansurance
legislacion, mazine uncezwriting and settling of claims weze dealt wita as

vere the related pcoolems of claim liacilizy, loss preventicn and mulsimcdal
tsanspoct.

8. Asia and acilic 2egion

The seminacs £or the Asia and Facific region were cazcied cut undes a

project, financed oy ONDP, specilically drawn-up to meet the traiaing
gequizements ot tae regicn. : .

Seminac ca Maziae s _Iasurance

manila, 6-17 Macch 1378

S -

™e aia of tie seminac wvas for parsicipants ('imuuncc ofsicials and
execitives £iom the national insuranca iadustsies dealing wisl maziage cacso
insurance) tO ceviaw neir present zolicies in wae £ield of macine cazso
jasuzance $0 tlact tley could adopt Jeasuzes ailzed at incseasing :meis
counczies' pariicijacion in providing macine insuzance cover 3O teiz 2oreign
tzade. TRe seminar focused on tw3e main legal, ctecanical and ecsncmic asgects
of mazine cazgo insurance. The 3ain proolems associated wita iansuzaace
legislation, macine undegvwritiag and secsling of claias were deal: wita as

vere tue related proolems of claia liasility, loss preventicn and auitizcéal
tTanspors. .
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Serinas On 2292 Iasurance

Olomno, Sri Zanxa, l-3 Oczoper 1979

me seminaz dealt wita bota tae conceptual and operational aspects ol GIOPp
insurance. Discussions vere neld on tneoretical sudjects such as the
ssyenclogical and manematical foundazions of czop insuzance and on economic
issues. Practical and methodological issues such as premium determination and

eolleczion, claims set:ilament, zeinsuzance azsangements and cCoOst snazing
petween Zarmers and goveznments were alsc covered.

e e S

Seminaz on =he Insurance cf raczse Risks

Singapore, 1l2-2J] May 1980

The seninaz covered the broad topic of iasuring lazge risks and tne
tecanical aspects of insuzring large induscrial fize zisks. The tecanical
aspects of engineering risks, marine hull risxs, aviation risks, as vell as
the sudject of risk management as applied to these types of risks wvere alse

covered. TO supplement the lectures on these suojects, participants toured
selected large zisks in Singapore.

Senminar on Life Insuzance

(1) B‘omsay, India, 21 July = 8 Agust 1980

(2) Manila, 5-=17 Octoper 198l. ‘
The seminars dealt wiza tne economic, matnematical, legal, financial and

functional aspects of lite insuzance, healtn insurance and annuities.

Seminar on Insurance Suvervision

Mmanila, 24 Novemdser -~ 12 Decenmper 1330 '

Tne. seninar focused on tne methods of implementing etficiently insusance
supervision, including licensing procedures, contzol of financial conditions,
and marxet conduct. Por a clearer understanding detailed explanations of tne
supesvisory systems of the Pnilippines, tne United States and Euzope vere
given. '

<

Seminaz on Motor Insurance

Singapore, 25 May - 4 June 19581

™e oojective 0f the seminar was to compare tae expezience of vazious
counzcies in motor insurance, tO analyse =ne main causes of adverse sesulss
and o provide guidance as to the measuzes tarough vnich a remedy could oe
found. The topics covered included the legal environment of motor insuzance,
ezizical analysis of the ":ort®-cased motor insuzance system and possicle
measuzes O iaprove i%, underwriting motor insuzance business, criteria foz
zating claims cost and profitadility. Counery reports on local moter
insuzance business were presented for discussion by pazticipants.



Sem:aar on Jeiznsyrance ?Planalae

jingapoce, 1li-22 June 1382

™e purpose of tie seminar was =3 iacsease e kncwledse 92 fwliasucance
sezsonnel o9¢ tne Segicn ia Ieiasuzance Iscnnigues and 39 sTovida lasurance
comganies of % ragion wiza iaformation on 20w o evaluate OFtiaua lavels ot
reiasuzance and on reiasuzance casts. The sudjects coverzsd inclucded solvency
gcoolems, seiasurance and tze ecanomias ot developing counzsies, e inpact of

ceiasuzance on tae iasuces's cisxs, undeswritiang and seteantion/reinsusancs
opeimizacion.

Course on General Iasurance and Insuzince Manacement

manila, Suly = Novemoer 1382

Tais course was acranged in collacoration wisa ZSCA? and tae Insurance
Instizuta £or Asia and the acific (IIa?). Tne course coverzed genecal
pusiness and management fundamentals, especially as relates to insurance
sanagement and analysis. The bDulx Of taa csucse was davotad 5o leczures and
aiscussions on tie many fields of nen-life insuzance, wita pazticulac empnasis

on thnose aceas of iacerest to tne developing countzies ia tae Asia and e
?acific cegion.

C. inter-zegional

eminar &n Loss

revencion in Pire and Macine

Madras, India 3-7 Cecmenez 1379

™is inter-regional seminar was attended by participants from Afzica,
.3sia and the Pacific regions. The seminar centered on- the. tecanical and . .
opecational aspects of loss prevention in £ize and marine cargo lasurance and
t3e sole of insurezs in such programmes. The seminaz covesed £ize loss

prevention and protecsion in genezal and as applied to specilic iadusctcies

(e.9. plastic and cnemical industzies) and cargo loss prevention, including
cazgo nandliag and loss ainiaizacion measuces ac pores.

Cousse on Ganezal Insurance and Insuzance Managemenst

Manila, 27 June = 30 Sepcemoer 1333

The course, lize tne one ofeced in 1382, will cover general cusiness and
asnaqjement fundacentals especially as zelates to iasucance 2anagement and
analysis. The dulx of tae course will ce devoted o lectuzes ané discussions
on tie lany cielis of non-life iasucance, vita empnasis on tacse areas of

iapoczance 9 developing csunisies ia wne Asia and ue Pacilic zegiea.
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Seminaz on =ae Governmeaz's Role ia cae

udervision o2 Reinsusance
Singapore, L3 = 21 June 19813

Toe seminaz is intended to provide a forum for yndezstanding She zany
facezs 02 reinsuzance supervision and szansactions, including cuzrent
requlactory placticss in we acea and for analyzing proolems of common concell.

L21
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ANNEX III

Lisz of Studies Srezared sv ==g Scecial >3r=ccamme 28t

Zstanlisament of a unisied international svszem of
Insurance Sta:.stics .

froposas a systam of national iasurancs statistics ©9
meet =@ Bain szatistizal requisements of ceveloping
counczies ia tnis field and <o provide a sasis 2ot

saxing nacional iasuzance szatistics internacconalliy
compazadle. ; :

Insurance lecislation and suzesvision ia develcozsing

e S ——

gouneries

Cescsises tue oxistinq'syszams of iasurance legislation
and supervision in %8 developing csuntsies. ZIxamines
metacds of iasuranca supervision and progoses solucions
to a numner of proclems faced By zany developing
countries in tae £ield of insurance supezvision.

Investaent Of technical sesarves of insurance concesns
in the counssv wnere tue sremium iacsme acisas
Frovides a praczical guide for the coczect evaluation
of che liabilicies of insuranca concerns, te setiing
up of adequate teacanical resazves and their proper
investaent in e councry of tae insurance porticlio.

Re insurances 3¢

-eeuntsies . . .
Analyses ceinsurance proolems is developing countsies ac
the individual company level, wita a view %o identilying
the means 5y wiica these countcies can maxe full

use Of tne reiasurance sezvices necassazy £or a scund
and rapid development of their national iasurance
aarkets, waoile keeping tne cost of reinsuzance withia

acssptanle liaits, particulazly {n regard ts tae cost

in foreign excaange.

Marine carzso iasusance
A study dealing wiza curzsnt tasas and practices of
intecnational marine cargo iasuzance, as well as wita

specilic mazine iasurance proclems ian developing
caunsceies.,

Iasurance education 2or develooing csuntries
A study and zepors analyziag e pTesent proclams i
iasurance education ia developing councszies and

PLOPOSinG & glocal stoategy d:3ed at $Jiviag tnese
Proclenms.
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Insusance o0f lacce cisks in develszine countries
Analyses wne nature o2 procliems generaced ay insurance
of lazge risxks in developing countsies and FIoposes a
set Of policies wnicn csuld be adepted oY :ncsc

countries at tae company, national, fegional and
intecnational levels.

=opezative insurance : a suitasle fs3zm of iasuzance
sor deveiocine counsries

A study prepared DY the Internatiocnal Co-operative
Alliance at tne zequest 0f tne UNCTAD seccetaciacz;
analyses the current situation of co=-operative

insurance and examines its potential to promote
insurance in developing counstries.

Careo insurance proolems in land-locked develoving
countries

Analyses specific cargo insurance problems confronting
the land-locked developing countrzies and proposes

solutions at a bilatezal (land-locked and transic
countries) level.

Metnods used for inecreasineg the local res cn.ion ‘of
Insurance business. Recional and national 20018
Discusses the mechanisms by wnich developing countries
could resain a larger volume of premiums emanating fzom
insuzance of large zisxs coth at the national anad

cegional levels. Alsc gives information on tne metnods
of opezation on insuzancs pools.

1oss sSrevention in £§:e and mazine cargo insuzrance
Discusses tne economic, social and tecanical aspec:s of
loss prevention in 2ize and marine insurance. Gives

cespective roles and responsibilities of puolic
authorities, insuzezs and iasuzed.

Gsoo _insurance for develooing countsies

Discusses tae economic and social benelits of cIop
insurance, and tae tecanique o2, and conditions
requirea for opezating succesesfully csop insuzance
in developing counzzies. Sets out various options
tegazding tne scope and type of cover.

Thizd world insurance at the end of the 19708
Desccibes tae situation of tne insuzrance mackets in
developing countzies at tne end of the second
development decade. Tne present stsucture of theirs

marxets, theiz srowsn and capacity aze illusctsated oy
statistical dacza.

Tooiems Of motos iasuyrance ia develoding ecounsries
Discusses e mOTST venicie sisuation in developing
countsies and e (nporsance of 30307 insusance 3
insuress in suca countzies. 2Presents e genezally

advezse results for suen iasuzance and suggests ways o2
iaproving =aem. '
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™n/3/C.3/L75 Supp. L  Pzcolams of

(1382) iasuzaace
Discusses economic and social proolems zasulsiag Isom
mOeor accidenzs. Tocuses On e Jeakitess and
snorscsmings of the gresent systea and 3ISposas

ternative concepts £or tae campensation Sf awR3C
accident vigtiazs.

develosine =synzsiss is c=e Iisil 22 =

TO/8/C.3/LTT
(1982)

e Sromotion of lifs jasurance ia develociag coun
Discussas t2e sccial and ecsncmic zolas of lile
insurance ia developiag counssies, condisicns Zfavousiag
its groweh; and tae role governments can play ia
promoting life insurance.

=zias

T0/B/C.3/162 Supp. 1 Cargo loss scevention: suggestions foc a domestic Solicy

(198 2) in develoning count:sies ‘
Anplifies scme of =ne basic concepes of loss zrevension
in marine cazge iancluded in study TD/8/C.3/162 of 13984,
and suggests a number of practical measuzes ia tne azea
of pactaging, tcansportaticn, storage and secuzily of

cargc. OQutlines tae element of gloocal s:.a:nqy .n e
£ield of loss prevention.

T9,9/C.3/99 (137Q)
T9/8/C.3/1Q7 (1971-72)
TD/8/C.3/122 (1973=74)
T0/98/C.3/L4L (1975-76)
TC/%/C.3/189 (1977=
1978«1979)

T0/3/C.3/178 (1980-31) Insurance in developiag countries

A biannual review of iansurance and zeiasuzance svents
in developing countries wita pazticular empnasis on e
evolution 0f =heiz national markects.

These studies may Se ootained, stocks Jesmicsing, £:0m tne UNCTAD seccetarziae,

gdicorial and Cocuments Section, Flais das Mations, 1211 Ganeva 10,
Switzerland.

7lease guota e document aumpes(s) with youzr zeguest including e prelszsed
lanquase (Eaglish, Trencn, Spanish, Aussian oz Azasis).
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Digerlan Union of Bunk Inuurum.e and .
Allicd Workers, :
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Formation of Nationsl Re-insurancs Con

v I am PRirected to acknowledge with thacks receipt of your
letter of Lth December, 1967 on the above subject and to state
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seassunication will ue eddressed to you in due course.
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ROYAL EXCHANGE ASSURANCE
31 MARINA
LAGOS

4th November, 1967.

Chief Obefemi Awelewe

Commissioner for Finance & Vice Chairman
Federal Executive Council
Lagos

Dear Sir,

Formation of Natlonal Re-insurance Corporation

Insurance is an invisible export and while it enriches the purse of the UNITED KINGDOM'S
GOVERNMENT, it drains our own purse.

There are four main classes of insurance policies in Nigeria.

1. Marine Insurance: All Exports or Import goods must be insured. Before Bank can grant

any loan to any trader, an Insurance Policy covering such goods must be produced. About
50% of the Premium paid is sent to London under the pretext of re-insuring 9/10 of the risk
with the Head Office in the UK. Therefore, if a premium of one million pounds is collected in
Nigeria on Marine, already, £900,000 will remain with the Head Office. Any claim arising out of
the various policies, will be met from the remaining £100,000. If a claim of £10,000 is made, the
Insurance Companies concerned will keep outstanding estimates of £80,000, and cleverly
declares a profit of £10,000 to our (Nigerian) Government. Finally, Tax is evaded on the
remaining actual profit of £980,000. | emphaticaily and authoritatively declare that no Insurer in
Nigeria pays more than 10% of the actual tax charge. That is, if the Govemnment realises total

tax of £1 million pounds from Insurance Companies, the Government as well loses every year
nine million pounds tax to the Insurers.

2. Life insurance: Life Insurance is another lucrative branch of the Insurance Market. My
employer, Royal Exchange Assurance Corporation came to this country in 1921 and up until
now now, every life policy is underwritten at our Head Office in London. No wonder, our million
pounds office building was purported to have been built by REA INVESTMENT AND

PROPERTY COMPANY LIMITED, LONDON. Thousands of pounds profit are transferred to
London yearly under the cover of rent and interest on loan.

3. Fire Insurance: Every mortgage is covered by Fire Insurance Policy. This type of

Insurance always brings thousands of profit to my employer The Royal Exchange Corporation
every year.

4. Accident Insurance: Accident Insurance covers a very wide field. The most important

—
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is the Act Partiament on Compuisory Motor Insurance. The insurance companies cheat
Nigerians in two ways. (i) insurance Premiums are collected from the poor citizens and (ii) our
Ministry of Finance compensates the insurance Companies when claims are made against any
of the Government drivers that is negligent. For example, the Finance Ministry paid a lot of
money to Royal Exchange Assurance as compensation for the Lumumba Riot of February,
1961. The majority of Expatriates in Nigeria insures with us (Royal Exchange Assurance) and
the riot affected them most. When | was the Office Claims Inspector in 1964, | handled the
whole transaction. it was unfortunate that such a revelation like this could not be made then

because of the corrupt govemment we had which our Military men are clearing now with the
helip of your honest and experienced politicians.

The establishment of National Re-Insurance Corporation will let our Government be in
possession of statistics relating to insurance market in Nigeria. At a glance, the Ministry of
Finance will be able to know the type of profits that the Insurance Corporation make every year.
At the moment, an Insurance Department may be opened with a skeieton staff at the Ministry of
Finance. A decree must be passed that ali Insurance Companies must re-insure 10% of every
policy with the Govemment, and the Government will be prepared to meet 10% of every loss.
This is known as "Quota Share Re-Insurance”. !f this type of reinsurance had been in operation

during the Lumumba Riot, the money paid to the Insurance Companies must have been taken
from the net premium collected.

Dear Sir, | have acquired sufficient experience to give you further details on this matter because
| have worked in both the Underwriting and Claims Departments of the Royal Exchange
Assurance. | handled claims experience of various policies and know how to get loss Ratio of a
policy. 1 am still a member of the staff of the Royal Exchange Assurance, 3, Marina , and my
telephone number is 26431. | am prepared to appear before you anytime you call on me. If

this venture is tried, | promise you that in less than ten years, it will bring more profit to our
Government than any other project.

For your further information, more companies still pay their various Insurance Premiums to our
Head Office in London by their Head Office in London and collect free policies in Nigeria, while

every claim arising from such policies are met from the premiums collected from the poor
citizens.

| long to hear from you, Sir,

Yours fathfully,

E.A. Oke,

Secretary, Nigerian Union of Bank Insurance and Allied Workers.
Royal Exchange Assurance Branch.
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Memorandum by the Nigerian Insurance Association (10 May 1979)
2 \‘!

NIGERIAN INSURANCE ASSOCIATION

Secretariat
: Mandilas Tlouse
Your Ref: TS,112/V.6/T/69 090G/ 102 Broad Street

P.O. Box 9551
- Lagos

10 May 1979

For the attention of: Mr. E. Okwor

The Permanent Secretary
Federal Ministry of Trade
[nsurance Division
Private Mail Bag 12514
Lagos

re: Insurance Decree 1976 and Insurance Regulations

We would refer you to your letter of the 28 March 1979 requesting for the
views of the Nigerian Insurance Association on the operation so far of the
Insurance Decree 1976, having regard to the experience of members, and
would advise you that whilst we are of the opinion that the Decree, together
with the Regulations thereto have worked satisfactorily in the present form,
there are areas where we strongly feel that the Decree should either be
amended or serious thought be given in any future amending Decree or Act. .

The important areas that we would like to draw your attention to are as
follows -

ver I _ Section 14

‘We would refer yow to our original objection on this section in which we
stated 4hat it cannot be the intention of the Decree that it is necessary -

- that the Director should approve every variation on standard wordings
'in non-Motor insurance business. These variations are often necessary .
in view of the tremendous changes in our economic, industrial and social .
requirements. The industry must, of necessity, gear itself up to meet

- these changes, particularly with the emergence of a well organised
broker market in the industry. We do have in mind the protracted ¥
correspondence and delay in effecting the amended Marine Classification |
Clause. Had the amended Classification Clause been approved in time,

perhaps we would have been able to reduce drastically the marine losses
arising from "disappearing ships".

We are of the opinion, therelore, that there should be a quicker and more -
definite machinery for approval of N.1.A. sponsored alteration to standard

| Policy terms and conditions.

2. . .Seaction 17 i

[

You will again recall that we made represent ation regarding -

(a) Reserve or unexpired risks on Marine Cargo of 75% and g
(b) Reserve for 1.B.N.R. outshpgding claims of 20%. - =~ AT
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in both cases, you did in lact concade to madification, but may we ;
point out the lact that most auditors have had to qualify our nccounvl,s

in view of the Tact that yvour modilications have not bheen cmbodie‘d e

the Decree. We accept the fact that you have not queried any of our
members on this score, but we think we ought to bring it Lo your

notice for necessary inclusion in any futare amendment ol the Decree.

Section 18 - Investment

We have considered the limit placed on our investments in real property
by Secction 18 (4) of the Decree, and we arc ol the opinion that in these
days of galloping inllation, the only hedge we have or ought (o have is
investment in real property, as we are precluded by the Decree from
arbitrarily increasing our rate of premium to combat the clfect of _
inflation. We are ol the opinion, therelore, that the limit set out in
the Decree for investment in real property should be amended as

follows - "
(a) In respect of non-life insurance business, 20% in real property.

(b) In respect of life insurance business, 30% in real property.

SO

These increases will, of course, enable the insurers to play their
oxpected role in the Federal Government's intention (o increase low
cost houses [or workers,

Section 19

This Section requires that every rogistered insurer should submit to
the Director not later than 31st May audited accounts, together with

- other relevant documents, for the precoeding linancial year. In respect

of life companics, the audited accounts have to be accompanied with
actuarial report, and we have reccived representations from members
transacting lile business that quite apart [rom the difficulties of
communication, it is not always feasible (o obtain actuarial report in
order to comply with the provisions of this Section of the Decree. We
appreciate the fact that you have not lollowed the provisions of the
Decree to the tetter but, at the same time, we are ol the view that the
date for Tiling of veturus should be amended 1o Mst July.,

Scctions 27 (2) and 28 (2)

In these two Sections referénce is made to the pavment ol premium

within stipulated period by cither an Agent or Broker where the premium
has been collected. No mention has been made to premium due or, ,
instances where an insurer has been requested particularly by a Broker
to go on cover and no premium was paid or received by the insurer at the
time such instruction was reccived. Expericnce has shown that accounts
W ilh Brokers and/or Apents have heen known 1o be outstanding for a

period of 2 months and upwards, It is our vicew that (he present provi-

sions ol the Decree l’cluting to the payment of premium collected are most -
unsatistactory. It will interest yvou to know that the outstanding premiums

due to members as at the cud of 1978 from Agents and Brokers must be
near NOO, 000,000 mark.,

With the loss of investment income from this-
amount of nearly N3L,000,000 gt an average rate of interest of 6%, the
performance ad prowih of the industrey s very much inhibited. We have
e Fact taken up this matter of ot stgnding promiums with some of the major

CBrokers amd theie views, aparvt from relanee on the provisions of the

~ Decrec onthe payment of premium when collected, are that they are not 7!
Agents of their clients for such outstanding premiums. You will agree

with us that this situation wjll,}-ayec most insurance companies in an
unenviable situation. e e BT : :
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It is our view, theretore, that the question ol payment of promium is
Lol 1oo Toose in the Decreee and that the date on o which visk attaches
or debit s ratsed should be the commencement date tor credit time
rattne. The period of credit, amder any crecamstances, should not
excoevd 00 days-tor Brokers and Credit Agents (o allow Tor prepara-
tton of monthly statement of account and reconciliation,

Following provisions in insurance legislations applicable to other
countries, with particular relerence to lndia, we arce of the view thal
the Decree should be amended to take cognizance ol the situation
mentioned above. o lact, any future amendment should mnclude a
provision to the offect that where an nsurer has rencwed, or gone

o Cover, or sued a o cover note and/ov policy  then the msuretr

s entitled to be pard a premum within a period not ereeeding 00 days

from the commencement date of the risk. Such a situation would be ol

mvaluable assistance not only o the insurers but also to the Brokers
and Agents.

Section 43 5

This specilically velers to civil procecdings being taken in court an
vespect of any claime undee o policy of msiarance, However, allthuoed
party clames ave made agamst the alloped tort Feasor who, de oending
upon the existing Law s, may or may not msuves b Fact, thas Section
ts the same as Scction 149 ol the 1972 Road Trallic Act in the United
Ningdom, except that the provision relating to compulsory insurance
has beon omitred,

It is not clear whether it is the intention that this Scection should over-
ride Section 9 ol the Motor Vehicle (Third Party Insurance) Act 1945,
I this is the case, motor insurers would be left with a conditionless
policy not only in respect of liabilities to third parties required to be
insured under the Motor Vehicle Act but also ol other liabilities to
third partics. While there may be arguments for this in respect of
liabilities, which have to be insured in compliance with the Motor
Vehicle Act, it is submitted that the same veasons do not apply in
respect of non-compulsory insurable liabilities. it is a question
of'choice as to whether a policy is offected providing cover in rospect

of legal liabilities to third parties, then the terms ol such a policy

should be negotiated between the parties and complied with by them,

It would not appear to be equitable that one third party who has suffered
because of the action of a negligent person who is insurcd but lor some
material reason the insurance was not valid should be in any better
position than another third party who suffered similarly but where the
negligent person is not insured. If it is the intention to eflfect changes

in compulsory motor insurance, this should.be dealt with under the
Motor Vehicle (Thivd Party Insurance) Act. It would appear that it is
the inteation that this Scection should apply 1o compulsory motor isuriance
but here avain we would Tike to draw vour altention to this anomaly,

Al stands ot the moment, o makes cancellation conditronal on the
caturi ol certilicate of msurance, but this s impractical and would
involve many nunecessary court actions being instituted.  The provisions
regarding cancellation appear to he adequate under the Motor Vehicle
Insurance) Act. Aoy conthict wethis Docree and that Act shoald be
clhimmatedam thes Docree,

Although the existenee and/or recopnition by your office of 1he Nigerian
Insurance Assoctation is not dealt with under the In ."l‘miw‘ Docree 1970,
it is our view that having accorded us recopghition, {:hould be allowed
aboan Association 1o select onrvowngy smbers, who 4 satslied all our
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requirements, rather than being obliged to register any insurer who
has complied with statutory requirements under the Insurance Decree
1976. We, of course, do not want to arrogate t6 ourselves any
supervisory authority but as an Association, you will agree with us
that we are bound by our own constitution. Unless members comply
with the provisions of our constitution, they should not as of right

be admitted on the mere basis that they have satisfied the statutory
requirements, We are also of the opinion that in the general interest
of the industry, the Brokers should be encouraged to have a very
strong and viable association to encourage useful dialogue not only
with the Nigerian Insurance Association but also with the Ministry

in matters relating to the general improvement of the industry. Such
an association should have powers of regulation of their members, as
we suggest for the N.I. A. :

We are of the view that if the above points are implemented, we should be
able to have a strong and viable insurance industry in Nigeria.

We must apologise for not having submitted this letter within the time

schedule stipulated by you in your letter under reference, but as this matter
concerns all our members, we have had to seek individual opinions on their
- experiences regardin
Regulations thereto.

We hope you will find the above comments acceptable and now await your
further advices. : LN : :

" Chief F.C. Ozomah

Chdirman S

g the operation of this Insurance Decree 1976 and 1977

e w:}becree Committee -
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T. 0. Balogun A.M.C.L.B8. : : /
Olet. Badrmus | , TAB/TOI/5-7.

J. 0. Imona - Russal

The Permanent Secretary, s !
Federal Ministry of Trade, :

Headquarters,

Broad Street,

LAGOS.

bear Sir,

INSURANCE DECREE 1976 AND
INSURANCE REGULATIONS 1977

We refer to the invitation of the Director of Insurance for
us to forward our observations on the effectiveness of the above
decree in the control and regulations of the activities of the
insurance brokers/adjusters and agents in the Country, We are

pleased with the invitation and hasten to forward our observations
hereunder:

|

SECTION 25 - Registration of Agents; . |

We have observed that the spirit of the decree has not been

- strictly complied with in practice., The decree refers to
‘'a person' to be registered as an agent, Therefore there was
no need to provide for unlimited liability, payment of deposit
or registration under business names act or companies decree.
Failure to keep agents to individuals hss led to -

x Every insurance company asking their insureds to

< register as agents in order to.continue to allow
them a discount of the premium which in some cases,
have been raised to meet the level of commissions
stipulated by the decree, We feel that this abuse
can be removed by allowing only individuals to be
registered as agents under the decree,

SECTION 27

by Registration of Insurance Brokers:

We find at the moment, that all kinds of firms and individuals

refer to themselves as insurance brokers. The Corporation is

of the view that qualification for registration of an insurance

broker must be clearly spelt out and that only those who qualify
430 .
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should be registered. We will commend our own regulations
to the Director of Insurance, for consideration. We believe
you already have copies of our Memorandum and Articles of

Association and our regulations, We will gladly supply more
copies as required.

ii. Unlimited Liability:

This presupposes a practice through partnership. There s

therefore need to define this more clearly and to be specific

whether a qualified and registered insurance  broker can take

into partnership individuals who are not qualified professional
: insurance brokers. It is also necessary to clarify whether

the whole unlimited liability of the firm will rest on a single

registered qualified insurance broker executive, his board

or his partners, Again the Memorandum and Article of Associa-

tion of the Nigerian Corporation of Insurance Brokers can
help to clarify this further.

EXPATRIATES AS PARTNERS OR STAFF

The decree should spell out whether it is the intention to
allow non-indigenes of Nigeria to be practising as qualified
and registered insurance brokers, If so it will be that such
non-indigenes should first be registered with the Nigerian
Corporation of Insurance Brokers otherwise they shall only

be regarded as employees. Where expatriates are allowed to
-be partners, the decree should specify that it should be in
their personal capacity and that they should have requisite
qualification as stated above, For their unlimited liability
status, it is fair that non-indigenes of Nigeria should make
a much higher deposit as their assets are kept outside of the

Country as opposed to the assets of Nigerians which is totally
based in Nigeria.

Unless this differentiation is made, expatriate brokers
will be at an unfair advantage. In addition they should
not be allowed to repatriate from this Country, their personal

‘profits for 3 years until this equals their proportion of
liability in their firm,

SECTION 28(2) =~ ?éyment of Premiums to Insurers:

. The present 30 days allowed for payment of premiums collected
by brokers to insurers is impracticable, It does not give
enough time for the accounting to be completed, We feel it
will be more realistic to make this 90 days.

SECTION 30 - Power of Investigation:

We would enjoin the Director to co-operate with the Nigerian
Corporation of Insurance Brokers in the investigation of any
irregularity and complaints that are brought to the notice
of the Director, We wish to offer the assistance of the
Corporation for carrying out investigations in respect of
our members and member companies, We would like to bring

to your attention that the words "Incorporated Insurance
Broker" are authorised to be used by member companies, We
have a code of conduct which we are trying to 1mprove and
maintain stricgly in order to assist Nigerian ‘insurance

L3t
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brokers to improve and expand. We believe our own provisions
are more stringent than those under the decree and we shall
be pleased for co-operation with the Ministry in order to

ensure good control of the industry and reduce abuses as
far as possible.

SECTION 31 - Surveyors and Adjusters

The Corporation feels that the more independent adjusters and
syrveyors are to insurance underwriters and insurance brokers,
the better it will be for the fair and quick settlement of
insurance claims. Brokers compete amongst themselves. over
different insurance accounts. Should brokers who may have

lost some accounts find themselves in the capacity of sdjusting
and surveying claims on the lost accounts, it would be difficult
to maintain impartiality and confidence would be lost. This

- is unsatisfactory in the long term.

SECTION 33 - Inclusion in Ratigl Committee

SECTION 34 - Remuneration of Brokers:

In so far as insurance brokers are independent professional
intermediaries seeking to make the industry more and more

.competitive, they deserve first place on thu Rating Committee

before the uncerwriters who set the rates. As such, it will

be in the interest of the industry that the Nigerian Corporation
of Insurance Brokers should officially be represented by two
Tepresentatives on the rating committee, '

It is the strong feeling of the Corporation that there is

- need to increase the brokerage commission rate presently paid

to brokers. The profession has in fact witnessed s reduction

in their brokerage which is unjust and contrary to all
inflationary trends,

\ .

i. There is need to increase the commission Tate '
allowed to drokers., . '

"11. We will request for'}cynont of 20% for Motor,
. - Workmens Compensation, and Engineering Insurance
. 88 1s done in other parts of the World; -and

| iﬁlii._ 25% for marine snd other classes Lpart :rél 1ife

sssurance, - -

iv. 1It is slso fair to pay to agents who are.just
contact people without any responsibility or
liability for their mistakes and who do mnot run
the expense of any establishaent, a rate of commission

which should be at least 50% below that paid ta
brokers, T o

MARINE INSURANCB.

A J

We are gritoful for the increase in volume of marine dusiness

_brought about by the decree but we are not satisfied with
- the build up of claims and the mschinery being set up to

overcome this. We will strongly recommend that the Ministry

7\':3 ‘&32. .’.».00,4-



might like to obtain the opinion of this Corporation,
in relation to some of the difficulties that have
arisen on this aspect. We possess skills which

the Corporation can bring to bear on international
transport claims settlement to help in this respect
and to suggest. some proposals for reducing the
problenms,

We assure you of the co- operat1on of this Corporation
at all times, in order to attain the goal of improved
insurance business in this Country and increasing -

benefits to be derived from our insurances to the
advantage of the National Economy.

Yours faithfully,
NIGERIAN CORPORATION OF INSURANCE BROKERS

LP) BRAIT;ﬂAITE
RESIDE
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Mr. F. 1. Falsgan,
Senior Le wclLurer «
Ag Hend of Department,
of Acturial Science & ‘Insurance

Uptversity of Lagos: .. %

NAGURATION OF THE B-MAN PANEL TO INVLSLTICATL
THE._RE-INSURANCE ACTIVITIES OF INSURANCE CUll.!(L5
IN THE COUNTRY

»
.

I am directed to inform you that the inauguration of
the above-named panel by the Honourable Minis ter uf Trade
will t %e place in the Finister's Committee Room in the
Pederal "Secretariat Cerrlex I (Room 476) on Friday, 21th
January, 1986, at  “a.m. prowpl.

2. Members are requested to be seated in the Committec
Ream by ‘0R.45 hours on that Jday.

G Tl orul'\.lksl '
for FszmwnEﬂt Sacrekary
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Executive Secretary:
VAHYA AL'YU. B8.A. (Lond), DIp. TESTL, AMNIM.
Cablograms: INICOMM LAGOS

TAFAWA BALEWA SQUARE
.M. B8.12694

LAGOS, NIGERIA.
Telephone: 635233
Your Ref . . - e . .
Owr Aot: _NUCABS /253441 OFFICE OF 20th January . 19-86-

THE EXECUTIVE SECRETARY

The Permanent Secretary,
Peueral Ministry of Trade,
Ikoyi,

Lagos.

Dear Sir,

Re: Establishment of a Panel to Investigate
the Re-Insurance iActivities of Insurance
Companies of lligeria

Your letter Ko. TS/48€/Vel.1/135 of 7tk January. 1986
refers,

I am directed to-inform you that Mr. JJ Palegan,
Senior Lecturer and Ag. Head of Department of Acturial
Science and ' Insurance, University of Lagoge is hereby
nominated to represent the Natiomal Universities
Commiasion 6a the ahove named Pamsl.

Thank you.

Yours faithfully,

G, Y. Ogwuche,
for Exscutive Secretary.

cc: 'The Vice Chancellor,

University of Lagos
Lagos

Re above and the attached. We would appreciate

it Sir, if you could inform Mr. J. I. Falegan of his
nomination.

Best wishes.

G.' A Ogwuche,
for Executive Secretary.
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POLICY 4ND MuNAGLMENT DEPARTMENT

12514

PERNTRADE

681%01

JRUII « LAGOS

To/486/Vol.1/135
7th January, 1986

The Becretary,

National Universities Commission,
Gliss toune

cenate Bullding,Lagos.

Elﬁfll‘

By the command of the President, the Hunvursble Minigter
of Trade is constituting a seven-man panel to probe the
reinsurancad activities of the insurance industry in the count:

2
the prnel

(1)
(i1)

(414)

(vi)

(vit)

The terms of reference of they work to be undertaken by

are =

to examine the re-insurance activities of

insurance companies in thc¢ country with effect
from 18t October 19€9 to dates

tu determine the amount of money so far paid
out by cach insurunce company under any
incernational insurance coverj

%0 scrutinise the records of inpu:ance coupanies
including thoir annuel acoounts showing tliair

invertmeats, loss ratio, otc, and asceriain the
outstanding amsount due to the iocderal Goverawent

by way of refund or tax in local or foreipn
currencyy

té recomnend the ways and mcans of Taecuvering
for the Government such sums of money iuentified
ag in sub=paragraph III abovej

to {niicatao)whether there have be¢en any financial
locses to the Government as a result of lapses by
any publiec funstionaries in the proper dischorge
of their funotions relating sherstoj

%o ilentify any such publis functionsries ufuvre-
uentioned as in sub-paragraph (v) or any other
person or company whose activities msy have led
to defrauding the Pederal Military Government in

the insu.-ance transactions of the cowpanius
aflected;

to exauine the Insurance Decree of 1Y79 ano the
NICUN Decree of 19t.9; and, in the liyht of the
panel's findings, recoumend any neceutury amucnaucnt
therefo Jdesipgned To fuprove the perfoluwunce ot thu
Lasu ruue inoustry and enhance the Ywueral pililer
UOVcrnmiﬂldtlna?qéal.recaipta Irow the in‘tustyy,

- - 1



(viii) to investigate any other uatters conmected with
the aLove terms of reference which the panel
cunsicers necessary for the proper diascharge of
ite assignuenty

4, four liinictry/Department/Organisation has been suvlected
t> serve on the punel and wnu are requested hereby to appuint
4 computent officer or impeccable character to serveo ac n
menkt.r of the panel,

L, The wenbur gc nouinatsd by you should report to the
under-signed in iwwoum 418 of the Federal Becretariat Couplex 1
nof later than Vednesday, 15th January, 1986, for further
briefinge. E o .- o B Aratas

Do  Pleane glve thin matter very urgent attantion as iv is
L.ing rented as part ol the package of the llatiunal mwergency
lieguvely runde.

Ceo It {5 wxpected that the Honourable Mimister ol Trude will
furmally inaugurute the panel very shortly.

G. C. Orunika
for lermanunt cecretary

Ve : You are requested t¢ nominate a distinguicihed acadouwici.
vith qunlifications in actuarial sciences to cerve un the pin
vOs purpures of edsy comwunication,it will be preforsble Lo
nove concone living in Lagos nowinated for the poanel.
4
’ g. bl L’l'::{li}’.“
for Permoanent Lceretary

¥ én(JijzeJ{'4£5
JMM‘ pC 4 /4/'“"“"‘// (146 -
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2lith January, 1986

The Executive Csoretary,

National Universities Commission,
Tafawa Balewa Square,

Foilsb, 1269Y,

Iigos,

Dear Siw,

Res Estavlishment of Panel to Investigats the
- Re=Insurance Activities of Insuranse E"
Nigeria

Please vefer to your letter Ref. No, NUC/ES/257/41 of 20th January,

1986 addressed to the Permanent Secretary, Federal Ministry of Trade and

endorsed to the Vigce-Chancellor in respect of the establishment of the
above mentioned Panel.

I am pleased to inform you that the Vice-Chancellor has approved
that Mr. J. I. Falegan be permitted to represent the National Universi-
ties Commission on the above named Panel.

I am therefore by a copy of thim letter informing Mr. Falegan about

his nomination and alac forwarding to him, a copy of your letter undsr
reference for necessary action,.

Yours faithfully,

I- o. Amom.
Ag, Registrar,
cc: Mr, J.I. Falegan,
Dert, of Insurance & Actuarial Science

Above for your information and necessary action, please.

T attach herewith ifor vour urgent action, copy of the letter frum
the National Universities Commission with its attachment.,

—

1. U. AJLJOLA,
Ag. Registrar.
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'FEDERAL MINISTRY OF TRADE

.~ Prince E. A. Oke
. 'N0, Kufeji Street, il
- Yaba, -

. ; ~ POLICY AND MiNAGEMENT DEPARTMENT

L Sl SLOOpovT S TAGOS

PMB.No 1220F

Teegrann._PERMTRADE Y AR et. No. TS /486/V01.1/135
Telephone- §§35°1 : oo b Dac_7th January,1986

ESTABLISHMENT OF A PANEL TO IWW
oUKJ T NS CE

OMPAN Lk, N NIGERIA

By the command of the President, the Honourable Minister
of Trade is constituting a seven-man panel to probe the
re~insurance activities of the insurance industry in the country.

2._ The terms of reférence of the work to be undertaken by

the panel are :-

(i) to examine the re-insurance activities of

insurance companies in the country with effect
from 1st October 1969 to date; »

(ii) to determine the amount of money so far paid
: out by each insurance coupany under any
international insurance cover;

(iii) to scrutinise the records of insurance companies
including their annual accounts showing their
investments, loss ratio, etc, anc ascertain the
outstanding amount cdue to the rederal Government

by way of refund or tax in local or foreign
currency;

. (iv) to recommend the ways and means of recovering

for the Government such sums of money iaentified
as in sub-paragraph III above;

(v) to indicate whether there have been any financial
-losses to the Government as a result of lapses by
any public functionaries in the proper discharge
of their functions relating thereto;

(vi) to identify any such public functionaries afore-
mentioned as in sub-paragraph (v) or any other
person or company whose activities may have led
to defrauding the Tederal Military Government in

the insurance transactions of the companies
affected;

(vii) to examine the Insurance Decree of 1979 and the
: NICON Decree of 19¢9; and, in the light of the
panel's findings, recommend any necessary  amendments
therefo designed to improve the performance of the
insurance industry and enhance the Federal Military.
haa  Governmemt’s financiallgreceipts from the industry,



_guconaxﬁers\necesuary for the proper discharge of
,}ts assignment-

_;3.«,nfour Hinlstry/Department/Organlsatlon has been selected
.'¥tp.@8rve on:the panel and you are requested hereby to appoint
.iafﬁdmpetent officer of 1mpeccable character to serve as a
”,ti the panel. o S Bey dal .)/ﬂ,,
o ¢ R . - "»(
fm.wwimhe member 50 nomlnated by you should report to the '
¢ undqr-81gned in Room 418 of the Federal Secretariat Complex I
-not - latey than Wednesday, 15th January, 1986, for Turther
hmig:ins. o ) .

5‘7m~Piease glve this matter very urgent attention as it is
being treated as part of the package of the Natlonal Energency
Recovery Fund.

R STt is expected that the Honourable Minister of Trade w111
formally 1naugurate the panel very shortly.

AR . B X
c e

G. C. Oranika
for Permanent Secretary

)
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Dr. Reichel's T:a.inihg Programme !

FEDERAL MINISTRY OF TRADE &

COMMEROIAL Law .

DIVISION

»MB.No.. 12514
r PERMTRADE
clegrams ... ATE—

Celephone 2673 8

Ref. No. “..."m'l‘.ﬁ-.}Q.GLS-- 6/ RB

Date...une S May, 1967 C

m. S' Oo BiObm,
Vice - Chancellor,

University of Lagos,
Lagos.

Dear Mr, Vice-Chancellor,

Re: Eropoaal to establish
: B -s Graduate Courss in Actunrial °cience

Considering that :

"(a) there exists a great need for actuaries
(mathematicians specialized in the field of
insurance) in Nigeria for development of
insurance activities based upon sound principles,

(p) +training of Nigerian actuaries abroad would be
limited for financial peasons to a very few;
would require approximately five years and, since
during that time ths trainee would normally
have no connections with the local insurance
market, there exists the danger that the trained
‘actuary would finally not become available in
Nigeria as anticipated,

the Ministry of Trade :' . hereby proposes that commencing

from 1967 a Post Graduate Courme in Actuarial Science be
conducted at the University of Lagos.

The course shall extend over a period of two years and shall
lead $o the gdegree of Haster of Actuarial Sclence.



Brerequisites for sntering upon  the curriculum are:
a bachelor's degree ir mathematics or in engineering
with at least second class honors.

The Programme of Study vroposed for the course is
attachsd.

A2ditional information regapding the proposal :

(1) Actuaries are needed by the Ministry of Trade
(Insarance Sunpervision), Miniastry of Labour
(Soeial Insurance), the Cc-operative Insurance
Scciety (to be established) , the Nigeriean
National Insurance Corporation ccntemplated to
be egtablished by the Government, for the
Provident Fund and Pension Plans, by the
axisting domestic insurance companies and by
insurance institutions which will be set up

on a national basia in Nigeria in the near
fatare.

(2) tuapial scisnce i3 ecncerned with statistical,
mathematical and finaneial calculations desling
with the probabilities of future losses or
contingencies involved in insurance and pension
plans. It includes elements such as evaluatlion
of risks, the calculation of premiums, and the
determination of other factors involved in the
financial cperation of an insurance enterprise.
Although such matters are the direct concern
of the actuary, in actual practice his duties
cover a much wider field than these technical
responsibilities. Actuaries, because of their
broad training, usually have an important part
in developing the general executive policies of
insurance based agencies of Government and
insurance companies; they are generally senior
officers, and very often chief executives of
such insurance organizations.

(3) Thus, actuariea are the mathematicians who supply
the seientific basis which enables insurance
institutions o carry out their activities with
success.

LL2



(&)

(5)

(6)

Por performing exascutive responsibilitiss in the various

arsas of the insurance industry, knowledge of the princi-
Ples of sconomics and law is needed as well. However,

an excsllent background in mathematics as a basis is
essential. The requirement of the bachelor's degree
would definitely shorten the pericd of training, facilitate

sslection and bes commensurate with the internmational
standards of the professicn.

The status of the Actuary needs recognition on a national
baeis in Nigeria in view of the duties apd responsibilities

of a qualified actuary as-gstipulated by the Insurance Act
(presently under revision by the Goverzmment). Such
national recognition would bde significantly enhanced by

a Naster of Actuarial Scicncsdagree granted by the Univer-
sity of Lagos., It is nniikely that an Instifuts of
Actuaries can be established in Nigeria or elsewhere in
Afpica for the purrose of ysofeasional recognition as has
been dons in CGreat Britain and in the U.S.A.

The degrse of Master of ictuarial Science is presently
obtainable at some universities in the U,8.A. (e.g.
Universities of Michigan, Wisconsin, Hewbraska, State
University of lowa, Georgia Stats College). On the
Continent of Burops an actuary receives his training and
a respective diploma at various universities providing
programnes of study in actuarial science. In soms
nniversitiss of Switzerland (e.g.Lauagnng) a degree of
Master of Actuarial Science is also obtainable. In 1961,
the Institate of Technology, Department of Mathematics,

at Bandung, Indonesia introducsed the training of actuaries,
similar to that proposed.

Arrangements could most likely be made for graduating
actuarial students of the University of Lagos to participate
in Nigeria in the examinations for Associateships or

Foellowships in the Institvie of Actuaries of London or the
Soclety of Actuaries of the U,.,S.A. This would securs

to provide pecognition on an international level for such
Nigerian trained actuaries.

Ll3



(7) The proposed training of actuaries in Nigeria would

Tacilitate the seloction of suitable candidatég. LOR
fellowshipa providing additional and specialized
ingurance training adbroad.

(8) The proposed theoretical training could easily be
supplexented by practical training in insurance
organizations in Lages during ths periods between
seneasters, thus gecuring that the prospective
actuary beeccmes early acquainted with the problems
in the ingurance market of his eocuntry.

(9) XNational insurance codpanies operating in Nigeria,
at least thres of {hem, would most likely render
finspeial supnoxt te such sstuarial students quring
the time of trailning with a view of employing them
as actuaries after gradunation.

(10) To training facilities for actuaries exist anywhere
in Africa. Most African countries do not have a
single indigencus actuary. Scme countries rely on
actuarial assistanco frca outaide and will have to
do s0 for many years to % ccmeé. It is rather
nnlikolﬁ that other African countries will provide

_ths training outlined herein. The proposed training
in Nigeria could therefore be made available later
Tor iraining on a recxional basis.

(1) Due to the lack of insurance experts, African
countries do not yst co-operate with each other in
the fisld of insurance. There iz nc sxchange of
-technical and markst information; there have been
no efforts to set up joint insurance institutions on
a regional basis. If FNigeria would produce actuaries,

it could taks the lead in the field of insurance in
Africa. 7The insurance industry in Nigeria would

appreciats #nd co-operats in this development.

Ll



You are probably already aware that on May 4, 1967
the Insurance Acts of 1961 and 1964 came into operation,

The responsibility of enforeing these legislations and
for recruiting and training of the necessary personnel
to undertake the job rests with this Ministry. To this
end, we have already recruited a few of the junior staff
for the Insurance Section and they have been authorised
to create three posts of Assistant Actuaries-in-Training
vho would work under the supervision of a U.N. Technical
Assistance Expert. P

For your consideration, I am attaching to this letter
a Programme of Study which should lead to the suggested
Master's Degree in Actuarial Science, the ssme as that
awarded by the University of ¥ichigan in the United States.
I am also enclosing, for your information, material on
the profession of Actuary which I trust will be of interest
to you.

Perhaps I should add that this proposal has been the
subject of series of discussions within this Ministry and
with other interested Ministries, As the chief co-ordinator,
there is, attached to this Ministry, a Dr. Karl E. Reichel,
a German Actuary'working as Insurance Expert under the
Technical Assistance Programme of the United Nations.
Needless to say, both Dr, Reichel and any other officials
of the Ministry who may be concerned will be only toco
pleased to avail themselves to you for discussions, Please
let me know, as a matter of urgency, how you feel about
this proposal as I am anxious that we should proceed without
delay.

{
Youys faithfully,

F e g ( I OMQ /Dm T Cida)
Sy A, Permanent Secretary,
s Egdgrgl‘uinigtgx of Trade.
s
1) Suggested Programme of Study.

2) Announcement of Graduate School of Business
Administration, University of Michigan,

3) The Profeasion of Actuary and Actuaries in Government
Service in Great Britain (Extracts from The

chccmd e Vaaw Qaalk 40‘;-R£\ -
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- RBxtract from The Inszitute OF ACLUEILES Low. — ...

THE PROFESSICN OF ACTUARY

. The word actuary is derived f»om the Latin actuarius,
and has a long history in the sense of a recorder, first,
of the proceedings of the Roman Senate and later, in Tudor
England, of the decisions of a court; then of a registrar
of contracts in the early days of life assurance. The
name -of the actuarial profession thus offers no_clue to
its distinctive statistical and financial duties.

Actuarial work requires the collection, processing
and interpretation of data for the solution of certain
financial and statistical problems. In the application of
statistical 'data to problems dependent upon the contingen-
cies of life and death - for example in life, sickness and

pensions insurance = the actuary employs his distinctive
methods. '

GROWTH AND 3COPE OF THE PROFESSION

The evolution of the profession is marked by a number
of prominent men and outstanding developments, dating back
to the seventeenth century. In 1671 Johan De Witt, Grand
Pensionary of the Netherlands, showed how the theory of
probability could be used to calculate the value of 1lifse
annuities sold by a government as a meens of reducing the
national debt. In a communication to the Royal Society
in 1693, the astrcnomer, Edmond Halley, Zxmmzxighlxtbamws
applied his Breslau Life Table - the first such table to
be constructed from atatistics - to the mame problems.,

Fellows of the Royal Society played a considerable part
in the development of actuarial science, both in the early
days and subsequently. In the nineteenth century, Charles
Babbage, Augustus de Morgan and James Joseph Sylvester
were all professors of mathematics concsrned with actunarial
science and were Fellows of the Royal Society. Such pro-
feasional actuaries as Charles Ansell, Benjamin Gompertz,
Griffith Dayies and Peter Hardy were also elected Fellows
of the Royal Society.

William Morgan, F.R.S., submitted papers to the
Royal Society on the valuation of interests dependent
upon survivership. By his long and -4illed practical
application of the newly discovered principles Morgan
established a Jjust claim to be regarded as the father of
the actuarial profession. 38 Dr. William Farr, F.R.S,,
an eminent demggrapher who prepared the first national
life tables remarked in 1851 that he looked ‘forward to
the day when the profeasion of actuary will be greatly
extended and when no commercial concern of any extent will
be without such an officer', and in the 18508 and 1860s
the profession was indeed active on many fronts. For
the next thirty years of more, actuarial talents were almost
wholly concentrated on the all-important practical problems
to which the expansion of life assurance was giving rise.
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The extensd

ion of the zcepe of the profession in Great
Britain during tae present ~zntury hes been asscciated with
a number of factors. First, as actuaries are basically a
type of applied statistician cr demographer, they were
among the earliest to devize asecientific methods of assembl-
ing, processing and znalysing vital statistics, and of
applying them to practical ourposes. Their techniques
for computing the '=xposzd tc risk' pioneered a statisti-
cal method which has teen sdopted in many other ITislds.
The preparation of long-tern forecasts of the sige of &
population in asscciation with ceompound interest is of
importance in planning activities of various kinds, nany
of which depend on such projscticns. It was iﬁc*pasingly
realized that aciuaris:z aculd help to solve the managerial
problems of indusiry and commerce, especially in thelr
financial and statistizal aspects. Of recent years the
number of actuaries zscocisied with the Londen Stock
Exchange hsas rissn harply. These varied developments have
flowed in part from wilely based exaninsation syllsbhuses,
which have been adapted tc cenply with chaaging needs.
Thus, mathematical statistics, demsgraphy, tasic econonmics
as a backzround to vraciicsl investment, and invesiment
itself have been ziveaincresasing orominence.
ACTUARTIES AID LIFE ASSURANCE

Life assurance is still the prineipal occupation of
actuariss, In tais sthepe they are responsible for tae
statistical investigation ¢f such underlying factors as
mortality, interest and eryuenses, the determination of
premium rates and surrender v =1"~s and, periondically, the
valuation of the lisbilitiecs and the p*ﬂnc ation of certain
statements requir“Q by.slawi:The ra e of interest, the

mortality to be assumed, ithe treatment of expenses and
of any other factor entering into the calculations, 2all
‘are the responsibility of the actuary.

In Great Britain the statistical watch upon the morta-
1lity of insured lives and annuitants im carried out under
the auspigces of & special Joint Mortality Committee set up
by the Institute and the Faculty cof Actuaries., This
committee is responsible for the collection and publication
of the data and the calculation of the relative monetary

functions, which are made available for use by the life
offices.

One of the mosi marked features in the development of
life assurance in recent years has been the growth in
volume and comp lexlty of pension and life assurance schemes.
A high degree of skil 13 recuired to deal effectively with
insured pension scqemes, and there are now many life office
actuaries whose work is concentrated in tnis field.

The rapid expansion of pension and 1life assurance
schemes for grouss of employees, snd of life assurance
business generally, has greatly increased the need for
the adoption of mechanical means of handling the work.
Continual development is conseguently taking place in the
use of electronic compuvers for date processing, and routine
insurance work, as well as the determination of penzion
scheme costs, is now t2 an increasing extent carried out
with their help. The training of an actuary, combining as
1t does 2 knowledze of pra Cti¢al office work with the
S
1

108ic of mathematics nis contribution to this
developnment cne of lar value,
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The diversificaticn of the employment of actuaries
within both the life and general insurance fields is
illustrated by an inquiry made in 1962, About cne-third
of the six hundred actuaries employed in insurance offices
"in Great Britain were then engaged on strictly actuarial
work, defined as work on premium rates, surrender values,
valuations and analysis of surplus. Over one-quarter
wers wholly or mainly occuvied in managerial duties, and
about one~fifth were chiefly =ngaged in work connected
with insured pension schemes. One-~tenth, were wholly or =
mainly cooncerned with investment. In the composite
offices (i.e, those transacting both life and non-life
insurance business) nearly a quarter of the posts described
as General Manager, Manager, Life Yanager, Investment
Manager, Group Mansger and Pension Yanager were occupied
by actuaries. In the purely life offices, the correspond-
ing proportion was about three-fifths.

CONSULTING PRACTICE

A considerable increase has taken place in whole-time
consulting practice, and-this has been associated primarily
with the great extension of privately. invested pension
schemes (which has been paralleled by the growth in insured
schemes previously métioned). The finances of the non-
insured schemes, both public and private, which are the
province of the Governmment Actuary and the consulting
actuaries, provide the bulk of consulting practice.

Historically, consulting practice may be said to have
originated in the operations of friendly societies. TWhile
the whole-time consulting actuaries are chiefly concerned
with the finances of pension schemes, it i3 not unusual
for their services to be retained by the smaller life
assurance undertakings in order to comply with legislative
requirements, and they are frequently called upon ike to
advise on a wide range of financial and statiatical problems
analogous to those which engage the attdtion of the grow-

ing number of actuaries employed in Government sersice and
in industry and commerce.

L8



K ' Page 4

INBUSTRY AND COMMERCE

Actuaries are employed in indust and commerce
The work of the actuaries concerned dqgg_nnt_nnnrnzm_zo
readidy defined pattern. It is, in effect, a cross-
section of industry and commerce, with finance and statise

tics as the dasic themes.

The actuary's training and experience in unravélling
complex financial problems, and in the application of

statistica to produce f s upon which
éommercial decisions are taken, are of wide applicability.

THE LONDON STOCK EXCHANGE

Despite the long associations of actuaries with the
theory and practiceof investment, few, until comparatively
recently, had found employment in the London Stock Exchange.
The increase in the number engaged in this exacting branch

of finance is doubtdeas W&Mﬂuﬁ_
%g;t;gnt;ona1 investment - the more ggg&;gg;ggﬁgg_gggggggg
30 _investment problems now required, as compared wit

days when private investors predominated. This development
has been accompanied by the rise of 'investment analysis',
now an international activity, in which actuaries have

taken due part in Great Britain, including active membership
of the Society of Investment Analysts.

While dealing with clients is the main activity of
actuaries in stockbroking firms, a considerable proportion
is engaged in investment analysis or other sconomic and

statistical research, as well as in the

general administration of their firms. There does not
appear to be any marked tendency to specialize in the markets.
in particular classes of securities, but actuaries have
a distinctive contribution to make in the management of
portfolios, especially for such corporate investors as
insurance companies, pension ) investment trusts.
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Chapter I - The Prefession of Actuary, Page 8
ASTUARIES IR CQVERIMTNT BERYFCE_IN GREAT BRITAIN

The actuaries employed in Government service in Great
Britain fall, with cortain exceptions, into two distinot groups,
vil.,vthoae in the Government Actuery's Dspartment and those
in the Government statistical services.

The Government Actuary's Dapartment

The Departaent's origins go back to 1912 when an office
was established to advise on the finences of ths National
Health Insurance Schoms, The head of the department was
styled Chief Actuary. The Chief Astuary soon attraoted
finanoial and statistical work outside the aphsre of
National Insurance and, with his increasing responsibilities,
he was, in 1917, given the title of ‘Government Actuary'.
In 1919, tho Government Actuary's office was constituted
ag a geparate Dopariment of Ssate assooiated with HM,
Treasury. The dspariment mey be dsgeiided as the counterpart
in the pudblic sarvéec of consulting actuaries in private
prasctice, Thilet its primary function is to providexxEixzniax
foprietyxperaiytreeen it ity dnddmapebrepe Aoan by edue ks
ypen. actuarial sdvice o Evléich Govornment Departments,
acoens to the sarviocs ¢£ %4he Govormmant Actuary is also
open to any official orgunization in the United Kingdon,
as well am to Cermonwealthh (Orvermnents and the administra-
tions of colonial territorles,

Advice in connexion with the National Insurance and
Industrial Injurien Schemee still forms an important part
of its work. Ths Coverrment Actuary has a statutory duty
to report to Parliament anmally on the operation of these
schemes, and to mako comprehensive inquiries into their
finanoial position svery five years, In addition, every
Bill presented to Parliamont that affects rates of benefits
and oontribdutions is accompanied dy a report from the
Government Astuary showing the effect of the proposals
on the finances of the Scheme. The Department works
olesely with the Ministry of Pensions and National Insuranse,
and is continuously consulted by the Ministry on a variety
of financial, actuarial and statistical matters, Apart
frem social insurance, the major part of the work of the
Department is concerned with superanmuation and pension
sshemes, in particular for the public services, reperts
on these schemes are laid before Parliament. In addition.
the Government Astuary is adviser to a considersdle number
of pension schemes for tha employses of other pablie dodies,
ineluding seversl of the nationalized industries.
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Another of his functiona %45 to give advice to the anthorities
with responaibilities in cconezion with 1lifs assurance sompaniece
and registered friandly socisties, ard on the financial aspects
of any new legislation in these fields, The Department is alse
consulted by the suithoriiy wiose 4ask 1% 1s to datarmine whether

pension funds fulfil ths nsceassary conditions for contracting
out of the Jtate gractuated pengion cehszms,

The Departmeni's demograchis workz esntres on the prejections,
in consultation with the Ceneral Ragister 0frfice, of the Natlonal
populaticn by age and sex for 2 period of forty years ahead,
which are preparsd annually for publication. In addition,
special estimates ars zupplied to Govarmment departmentis and
other dodies., After sach pcpuht'_tan esngus, national life :
tables for England apd Wales and for Scotland are prepared for the

Registrars-deneral, with repords on ths mortalisy of the gensrel
populatien,

The Dspartzant alse dsals with a variety of special
Peferenses of a finaneial or statistical nature, and mey Be
representad on commitiees sot vp by Yinilsters %o rspert ea
prodlems which are connascted in scne way wiidk pensions or insur-
ance matisras, as wall as being callcd upen for financial advice,
An officer of the Departmeni 40 ntrually a member of the British
delegation at international corniurences on subjoots such as
social inmurcnce, demography and 3% supervision of insarance.

Anturios are alzo mylo:ma in m:.ﬂ mw
Departaents in Great Britain, of shen one is mmty Directer
of the Centiral Statistical 0fPice, ad five oocupy direoting
posts, with varicus %1%lea
and with t&s rank of Chief Stasistician, in charge of the
statistical Dranches in 4ths Adrimaity, the Ceneral Register
affice, ths Home Cffics, hs Ministry of Power and the War
Office, Te wids range of finansisl snd statistical work for
shich theee actuaries are raspondidls in directing capacities

in Creat Britain iz parallelad by thciundartakesn by actuaries
in Govermment service abroad, and Iin industry and soxmmyes.

Astunries in Orsat Drisain are also emploeyed in the Beore-
tary's Departmont of the Admiralty; the Zstate Duty Office of
the Inland Reverms Deparinont; the Imperial Defenca Colleges
ihe dirdgtry of Labdour; the winlstry of Pensions and National
Insurance; the Hational Physical Labderatery} the Army Operational
Research Group; and ths Greaser London County Counsil.
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guggested Programme of Study

for
Master of Actuarisl Science (M. A, S.)

Eipst _year:

~ Mathematical Statistics ..

Demography . .o .o .o oo
- PFinite Differences

LN ] o8 ¢ s e L 3N ]

Principles of Finance and Investments
Life Contingencies I .. .o ce  ee .o
Life Insurance (Principles & Practices)
Principles of Accounting
Principles of Economics
Seminar in Insurance

§OQOE year:

Life Contingencies Il .o .o .o .o
Special Topics of Life Insurance .. ..
Advanced Statistics & Mortality Studies
Pension Funds and Social Insurance ..

Commercial Law
Insurance Law

[ N J LN J LI J [ 2% 3 L3R ]

Computer {Techniques (Data Processing)
Seminar in Insurance

L52
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Proposed Courses in Insursnce and Actuarial Science:

1) Mathematical Statistics :
Basic probability and statistical concepts; univariate
theory; calculational methods distribution functions;
binominal, normal, and poisson distributions. Introduc-
tion to sampling theory.
Significant tests and confidence limits for large
samples; exact sampling theory including derivation
and use of Student-Fisher t; variance ratio and X?;

correlation and regression; the bivariate normal
distribution; introduction to multivariate analysis.

2) Mortality Studies:
Principles for the construction of mortality and multiple
decrement tables from insurance and census dates; methods
of graduation of actuarial tables.

3) Pinite Differences : |
Linear operators of the finite calculus; polynominal
interpolation in terms of advancing differences;
summation; numerical differentiation and integration;
introduction to difference eguations.

4) Mathematics of Finsnce:
Mathematical theory and practical problems in compound
interest, annuities - certain and thelr application to
amortization, sinking funds, bond values, depreciation.

5) Life Continge a .

Comprehensive study of annuity and insurance functions
for simple and joint lives; multiple decrement theory
and applications to accidental death and disability
insurances; topics in actuarial practice.

6) Life Insurance :
The principles and practices of life insurance.
Organization of life insurance companies. Considera-
tion of the particular needs which each of the forms
of life insurance is intended to serve. Study of
such insurance company functions as selection of risks,
rate-making, maintenance of reserves, and investment.

Laegal aspects of life insurance. Group and industrial
insurance,
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7)

8)

Insurance Law :

A functional view of insurance law, atressing the
economic and social role of the insurance business
and 1ts interaction with the law. The framework
of insurance regulation, the role of governmental
insurance supervision, and legal requirements
relating to the organization of insurers and the
conduct of the insurance business. Legal restpic-
ticns on insurance company investments, acccunting
methods, premium rates policy forms, and marketing
practices will be evaluated in terms of their
effectiveness in implementing business and social
goals. Common law requirements governing the draft-

ing and interpretation of insurance contracts will
be studied.

Pension Funds and Social Insurance:
Fundamentals of pension funding; valuation procedures;
projection and semiprojections; applications to various

types of pension plans, both insured and self-insured;
actuarial methods of social insurance.
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©oJune, L)G?.

Zhe ermanent lecrotary,
{(Commereciwi Law Division;,
Foderal ‘iadatry of Jrade,
Lagog.

.ear sir,

roposal to astablish a oste:raduate 'ourse
in ictuarinl seience cormencing 1967, at the
Jniversity of Lazo3 Jernrtment 27 atiematics

= - - m—— :
ad:ox Siicol ofidmialistoneioy

Chanik you for your levter, o, 2e3i0; e3/%6 35 5th Juns,
an the aucvzrenzaed susiucet,

This ‘niversits iz insecested ia tie 7xo_ogal B¢ 2stablish
a 2ostearijuade surse iz ciuarial cizacs ia sur Zehool of

Administration,

The paners on thae subjscet, which you kirdiy sunt %0 me,

are being examined, and wve shall lat you know in dune course if

it would Ye possibla to :cmmence the provosed ccurse in Jctober
1967.

Tours fajfhiully,

(-:.-Jo kibm)
Yice=._ hancellor

Dean of 3usiness & Social Studies
Prof E.&Z. Yerner: Head of School of Administration -~

For informatio;//n //‘7

Vice-Chancdllor
455



vC.228/3/6 7/é October, 1967.

Mr. 1. M. Damcida,
Permanent Secretary,
Pederal Ministry of Trade,
Broad Street,

LAGOS.

Dear Mr. Damcida,

As you are no doubt aware, your propogal of 3th May, 1967
to establish a post-graduate programme in actuarial sciencz at the
University of Lagos has been receiving very serious study and
review.

1 understand from Profegsor Edward Wernmer, Dean of our
School of Administration, that he has had a number of informal
discugsions wvith some of your colleagues at the Ministry of Trade,
including Dr. Reichel. He reports the amicable nature of these
discugsions, and the very great possibility of friemdly co-operatiom
between the Ministry and the University in this matter of training
actuaries in Nigeria.

I would like, therefore, to agsure you of my agreement in
principle to the proposal to establish such a degree programme at
the University of Lagos. I am informed also of your very kind offer
to make available to the University emough of Dr. Reichel's time so
that he can agsume profesgional duties to further the programme.

It is likely that more planning in detail will be required
in order to launch the programme, but this need only involve a
series of talks between Dr. Reichel and some of the support depart-
ments concerned. 1 am asking Professor Werner to arrange these
talks and to offer any guidance necessary to agsist in working out a
time-table and programme that would be of max{mum convenience to all
concerned, and, in particular, Dr. Reichel and students nominated by
the Ministry. 1 think that likely student respomse and the results
of the coordination talks will indicate how soon we should begin
instruction.

I would like to receive your confirmation of {ntent to
make Dr. Reichel’s time available to us, together with any other
comments or suggestions you may have with regard to the programme

at this time.
Yours sipcerely,
(S. 0. Biobaku)
Vice-Chancellor
./



Appendix 16 . ﬁ,
Insurance gAmendmentQRegglatlons 1283 r : i

Faoowal 1 2. ZosnY &8 Floa

FEDERAL MINISTRY OF FINANCE

bt 4

INSURANCE DEPARTMENT ' ]
IKOYI - LAGOS
. P.M.B. 12591 g
Telegram: FEDMINFIN - g Ref. No. IDS-139/155
Telephone: 681077 v Date: 7 Py A\
The Managing Director/Gengéal Manager, ‘ i
L3 :

;ﬁisz wo

Dear Sir,

INSURANCE (AMENDMENT) RTULATIONS 1983

In pJ;suance of the Insurance Act, 1976, I am directed
to request all Insurers to take note as well as notify their
agents and brokers of an amendment in Schedule II of the
1677 Insurance Regulations, dealiny with fees payable for

~registration as an insurer, broker or agent, which takes

dnruments to pay a fee of %2.00 per copy of such documents

submitted. Any returns to be filed henceforth should therefore

be accompanied by the eppropriate fees.

-

3. A copy of the Insurance (Amendment) Regulations is attached.

Yours faithfully,

B. ankpiis t
for Dir tor nf Insurance
for Perinanent Secretary,



S.1. of 1983 | B1

INSURANCE ACT 1976 .
(1976 No. 59)

Insurence (Amendment) Regulations 1983
Commencement: -
In exercise of the powers conferred by section 61
of the Insurance Act 1976, and of all other powers .
enabling me in that behalf, I, the Minister of "inance,
hereby make the following regulations:-

1. For Schedule 2 to the Insurance Regulations Substituti

1977 (which, inter alia, prescribes the varicus fees of Schedul
payable by insurence companies, brokers or adjusters 2 of the
and agents) there is hereby substituted a now Sohedyls 2 Ingurance
as in the Schedule to these Regulationas. ?;g%latict
) L.N. 4 of
1977.
2, These Regulations may be cited as the Citation,

Insurance {(Amendment) Regulations 1933.

SCHEDULE Seotion 1
"SCHENULE 2

FERS
Column *? Column 2
Hates
%
(1) The fee for registration as an insurer shall be:-
(a) in respect of life insurance business .. os 1,008
(b) in respect of insurance business other than
life insurance business oo oo e 1,000
(2) F»r the certificate of registration as en insurer
or certified copy thereof oo ola oo 20
(3). For the registration of a notice of the winding
up or dissolution of an insurer .. oo oo 10
(4) For the registration of an amalgamation of two or
more insurers . oo e ole A7 10

(5) For the inspection by each person of documents i
- the custody o6f the DLirector relating to a
particular insurer o &5 A 5

(6) For a copy dr extract »f any document, whether
certified or nat, in the custody of the Lirector:-

: (a) not exceading 200 WOrdg ‘v .. : oTo ote 5
(t) excéeding 200 WOrGS\ £ar each folin of 100
words:or pent thareal . SR8 3 A iNTE R 2

v

(7) Fee for‘fegiétfafion as an insurance broﬁtp jugter 500 °
: L58 S
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(8) Renewal of certificate of rcgistration of an

insurance broker/adjuster . o - 200

(9) For licence as an insurance agent s oo 200

(10) Renewal fee of licence of an insurance agent i S0
(11) Change of name of a company Or person .o .o 50

(12) For filing each of the returns specified in section
19 of the Act or of auy other document not otherwise ¥
hereinabove specified .. oo e ve 2

MADE at Lagos this 21  day of November 1983.

(sgd.) ADAMU CIROMA
Minister of Finance.

1“XPLAI\II‘«TORY NOTE

(This note does not form part of the above
Regulations but is intended to explain tre effeet)

The Regulations amend the Insurance Regulations 1377 to
prescribeinew: fees payable for the registration of insurers, broke.'s
or adgus:ens.and agents and ‘fur wner introduces two new items tiat is:-

_J<‘~£ee~o£ &50 in respect of change of name of company
'u;eznpensong and
N A : 3
(b) a fee of n2 for filing of the returns specified in
section 19 of the Insurance Act 1976 or any other document,
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.";’ Highlights of the Report of the é:m
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i en 1 estigati e
FEDLIAL MINISTRY OF TRA g2

- DIVISION

IKOYI - LAGOS

P.M.B. Nu. 1 25 14
regrss  PERNTRADE s
Telphons..... Date 27th May.’ 1 986

The Honourable Federal Minister of Trade,
Major-General G. M, Nasko,
Federal Ministry of Trade,
Lagos. :

Sir,m
SUBMISSION OF THE REPORT OF THE 8-MAN PANEL

0000000000000000000000000000000000000000000

.................................

ACTIVITIES OF NSURANCE COMPANIES [N NIGERIA

......................................

On behalf of this 8-Man Panel appointed to invéstigate
reinsurance activities of insurance companies in MNigeria, |

wish to express our sincere gratitude for availing us the
opportunity of serving-our country,

2. The highlights of the report are as follows:- \

(1) That a Migerian Insurance commission be
set up to take over the functions and
responsibilities of the Director of
Insurance, This Commission is to
operate outside the ambits of the civil
service structure to enable it attract
the right calibre of staff to enhance the
performance of it's control and
supervisory functions,

(11) That the 20% compulsory session to Nigeria
Re be removed such that direct insurers be
allowed to retain all business to their
full retention capacity and any excess be
re-insured with Nigeria-Re before any
treaties are entered jnto.



2
(iii) That consequently, no risks are to’re-
insured by direct insurers overseas without
Nigeria Re's exercise of option of first refusal

and its participation in any treaties before
attestation letter is given by Nigerian Re,

(iv) That Nigerian-Re and NICON be no longer
conditionally exempted from paying tax.

(v) That these two Corporation be allowed to

- operate outside the ambits of the Civil
Service structure, -

(vi) That taxation laws relating to insurance

companies be revised to enable government
collect nmore taxes from the Insurance
companies,

(vii) That paid-up share capital requirement for

registration of Insurance companies be
amended as follows:

(a) In the case of life insurance business,
not less than #1,5 Million;

(b) In the case of non-life insurance
business, not less than &1 Million;

(c) In the case of re-insurance business,
not less than 10 Million,

(viii) That a statutory margin of solvency be
introduced such that current assets must at

all times be at .least one and half times
current liabilities,

(ix) That an insurance concept of "NO PREMIUM
NO COVER" be introduced to eliminate the
high incidence of money owed to insurers,

(x) That. the.Federal and State Government and
foreign partners divest their present
share holdings in Insurance Companies
such that 60% of the share capigal of
certain companies with Government control be

held by the Nigerian public.

L61 a/
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(xi) That the present provisions on investment
as contained in the 1976 Decree be amended
to allow investment in other viable
sectors of the economy, For example,
insurance companies could be allowed to
invest up to 9% of. their life insurance
funds in the agricultural sector.

3. Once again Sir, on behalf of the Panel, | say thank you
for appointing us as members of this Panel. .

Yours sincerely,

Prince E. A, Uke
Chairman,

b,szk
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