DEVELOPING COOPERATIVE INSURANCE IN NIGERIA: PROBLEMS AND PROSPECTS
ABSTRACT

This study looks into the problems and future prospects of Insurance Co-operative in Nigeria. A survey was conducted in this country to obtain field information on the view of participants in developing co-operative insurance in Nigeria. In making research, it was discovered that Insurance Co-operative has been faced with some major problems like lack of qualified professionals in insurance co-operative. This suggests that with improved training of personnel and other services, insurance cooperative in Nigeria has a bright future.
CHAPTER ONE
INTRODUCTION
BACKGROUND STUDY

The economic framework of the country is not properly structured to effectively make like comfortable for all members of the society. Furthermore, life and property are procured and thus has rationally called for more sophisticated approaches to insurance for adequate safeguard against the threatening dangers of life and property.
As a means of providing socio-economic security to individuals, number of clubs are springing up, for instance, the rotary clubs, the social clubs, philanthropic organizations and co-operative societies, unfortunately, the activities of these organizations as defined in their objectives are divergent and have only made a feeble important on the overall goal of the nation; in what direction?
No research in the insurance industry today could be more responsive to the yearning of the people of this country than a study on the possibility of developing a functional co-operative insurance in Nigeria.
This is more so as individuals are already involved in co-operative ventures through social clubs, co-operative societies and philanthropic associations, which lay a latent foundation for developing of co-operative insurance.
The introduction into these associations is to cement their divergent objectives into one united force capable of achieving lofty ideas of better life for a greater number of people. These happened when the resources of individuals are fooled together for management and self security which is the noble function of co-operative insurance.
Given the absence of well developed social security system in Nigeria, it is important that attempts should be made to promote insurance consciousness among the majority of the population.
In particular, insurance co-operative could move into areas of importance to co-operative movement. Co-operative insurance is not only important for developing of domestic insurance market but also has a vital role to play to the overall development process.
Development of co-operative insurance naturally calls for harmonization of the principles of co-operative with those of insurance. The effective management of the differing identities of these components determines the workability of thee various forms of co-operative insurance.
1.2  STATEMENT OF THE PROBLEMS
One of the key problems of co-operative management is how to balance the short-term interest of group entity. In other rods, the problem is how to maximize the promotional service of members or customers without neglecting to build a sound financial basis for the co-operative enterprises.

Another problem is how to balance the desire for member participation in the decision making and the requirement of every business organization to have decision made with expertise and without delay.

Again is developing co-operative insurance the probable form of the entity in view of the co-operative principles regarding distribution of surplus and societal awareness about co-operatives is called to question. The issue therefore is to determine the organization forms which co-operative insurance can take in the country.
The study derives form another’s philosophies and ideologies about co-operative insurance terms of following.
Nature of Economic: Harmony of principles of insurance as that of co-operative insurance organization and its approaches. All these have been viewed also with reports to the Nigeria situation. Naturally constraints inherent in the various situations are highlighted.
1.3  PURPOSE OF THE STUDY
The purpose of this study is defined in its immediate aims and objectives rather than its ultimate goal. The goal which is long term, namely the creation of effective insurance co-operative in Nigeria cannot be realize in the work.
This study therefore attempts to work into insurance and co-operative activities in this country in order to establish the following facts.
Whether insurance co-operative is being carried on in Nigeria on a scale suitable for the economic development of the country and for the welfare of the citizens.
Whether there is room for further development of insurance co-operative in Nigeria in view of preventing socio-economic and political problems and constrict.
If there is room for future development of insurance co-operative, how a sound one can be organized.
1.4 RESEARCH QUESTIONS

Are insurance co-operatives being carried on in Nigeria on a scale suitable for the economic development of the country and for the welfare of the citizens?

Is there room for further development of insurance co-operative in Nigeria in view of preventing socio-economic and political problems and constrict?

How can a sound insurance co-operative be organized?

1.5  IMPORTANCE OF THE STUDY
Co-operative and insurance are two district business formular whose respective objectives diverge on the need of entrepreneurs, in strict response to the fundamental principles of co-operative and insurance. A harmonious correlation of the principles of insurance and those of co-operative is a very important aspect of the study.
The study therefore, examined the possible affinity of fundamental principles of insurance and of co-operations in business within the confines of Nigerian business law within this evaluation of the performance of existing co-operative insurance business could be carried out and a meaningful research into future prospects for insurance co-operatives significantly enhanced.
It is of interest to note that so far no word has been carried out with regard to extensive analysis of the impact of the existing co-operative insurance organization.
1.6  SCOPE AND LIMITATIONS
Owing to the management practice of the existing co-operative insurance company namely. The national co-operative insurance society. It has not been possible to collect much of necessary information for the study.
Furthermore, there has been virtually no conceptual literature in the area of study.
1.7 DEFINITION OF TERMS

Co operative Insurance:  is a type of property-casualty insurance for owners of co-op apartments (or other cooperative organizations).
CHAPTER TWO

LITERATURE REVIEW

2.1
INTRODUCTION

Literature review refers to the critical examination of the state of knowledge, including substantive findings as well as theoretical and methodological contribution to a particular topic. In line with this definition, the literature reviewed revolved around the exploration of the intrinsic meaning of variables under study.

Our focus in this chapter is to critically examine relevant literature that would assist in explaining the research problem and furthermore recognize the efforts of scholars who had previously contributed immensely to similar research. The chapter intends to deepen the understanding of the study and close the perceived gaps.

Precisely, the chapter will be considered in four sub-headings:

Conceptual Framework

Theoretical Framework, and
Empirical Review
Concept of Insurance

According to the New Encyclopedia Britannica, volume 21, 15th edition, insurance is considered as a form of risk management, with its principal function being to substitute certainty as to the economic cost of loss-producing events.

Insurance, according to Oluoma (2020), is a cooperative instrument for dividing the loss generated by a specific risk among several people who are exposed to it and agree to insure themselves against that risk. As a result, insurance can be viewed as a type of fund into which everyone who is insured have the right to call for any suitable payment should the insured event occur.

Longe (2018) defines insurance as "an arrangement in which one party undertakes to indemnify or pay another party a sum of money in the event of his suffering a specified loss or damage." It can also be defined as a system for providing financial compensation for the impact of loss; the payment is paid from the aggregated contributions of all parties involved in the fund or program.

According to Robert and Paul (2015), insurance is a provision designed to safeguard people or things from risk. Some of these unavoidable dangers are manageable, while others are not. Some are created by humans, while others are created by nature. Some are not insurable, while others are. In order to mitigate the risks that the man faces in his regular activities, he enters into an insurance contract with an insurance company to cover his life and property from insurable risks.

Soladoye (2018) defines insurance in his studies as a contract in which an insurer commits to indemnify or repay the insured for loss incurred as a result of the payment of a premium. Insurance is viewed as risk pooling because it is a procedure in which a large number of people who are likely to experience the same risk join together willingly to create a fund from which monetary compensation can be paid to any member who suffers a loss. The insurance industry provides protection against a variety of business hazards that may develop in the economy. Uche and Chikeleze cite Anyanwa and Okoro (1996). (2015).

According to Van (2017), insurance is a contract in which one party agrees to indemnify another for loss, damage, or liability resulting from unforeseen or contingent events. According to Zouhaier (2019), insurance is a safe guide against risk and a method intended at minimizing the likelihood of a risk occurring, reducing the extent of its damage when it occurs, and compensating the injured individual.

According to Raji (2000), as referenced in Dickson (2015), insurance can be defined as a cost-effective way to limitless chances for financial growth and fulfillment in life through protective security. According to Dickson (2015), insurance is intended to protect an individual's, company's, or other entity's financial well-being in the event of an unexpected loss.
According to Gollier (1999), as cited in Zou & Adams (2016), insurance entails the transfer of risk from an individual to a group, with losses shared equitably among all members of the group.

According to Gollier, as cited in Zou et al. (2016), insurance entails the transfer of risk from an individual to a group, with losses shared equitably among all members of the group.

Need for Insurance in Nigeria

Ward and Zubruegg (2018) investigated the relationship between insurance activity growth and economic growth in nine OECD countries between 1961 and 1996. The yearly total real insurance premium was used as a measure of economic activity, while the annual real GDP was used as a measure of economic activity. To test for Granger causality, they used bivariate VAR approach. The Causality test from vector auto regression in levels shows that insurance activities led to economic growth in two countries (Canada and Japan), while in the case of Italy, there was a bidirectional relationship between insurance and economic activity.

However, the link was weaker and less significant than it was with the two countries indicated above. There was no evidence of interaction in any of the other countries. Because of the influence of some countries, they found that the causal relationship between insurance and economic growth may differ between countries. Insurance is influenced by specific elements such as cultural, legislative, and legal settings, advancements in financial intermediation, and moral hazard.

Catalan, Impavido, and Musalem (2018) examine the Granger causality of insurance assets in 14 OECD and five developing countries from 1999 to 2010 in relation to GDP growth, among other things. According to their findings, contractual savings appear to be related to market capitalisation. Market capitalization and pension funds have the same link as market capitalization and contractual savings, however the relationship between pension funds and VT is ambiguous. Catalanet al. (2018) examined 9 OECD nations that support life insurance–MC connections. The outcomes for emerging countries are mixed. The evidence supporting a correlation between life insurance and VT is weaker in OECD nations, although it is present in the majority of non-OECD countries. The author's postulated link between contractual savings MC or VT appears to hold for OECD nations, particularly for countries with a small and narrow market but an enabling environment. The results also support the second proposal, which is to choose contraction savings over institutional investors (e.g. non-life insurance), prompting the authors to advocate an optimal sequencing of financial institution growth.

Kuggler and Ofoghi (2015) examined the long-run association and Granger-causality between insurance market size and economic growth in the United Kingdom from 1965 to 2013, using net written premiums for each insurance market (general and long-term insurance). There are three types of insurance that are considered short-run causality: life, liability, and pecuniary loss insurance. As the authors point out in their research, these findings do not allow us to draw clear conclusions about causality.

Brown and Kihong (2015) used a multiple regression model on cross-sectional data on various nation figures, such as income or inflation rate, to examine life insurance consumption per capita for 45 countries from 1990 to 2010. In both years, income dependency and social security expenses are positively associated, although inflation is inversely correlated and significant.

Zhi (2016) concentrated on China and conducted a cross-regional study for 2012 as well as a time-series analysis from 1995 to 2012. Other data demonstrate that GDP per capita and the consumer price index (CPI) are highly connected with insurance use over that time period, according to both cross-regional and time series analysis.

Holsber (2017) focused on the changes in the external environment for insurance companies in Europe throughout the time period under consideration. He contended that the increasing relevance of insurance services in the economy is due to the expanding number of assets and the increased competition in the financial industry. He created the model below, which is based on Aaron (1999) Interest rate (R), working population growth (N), economic growth rate (G), superior benefits of the pay-as-you-go pension system if R N+G, superior benefits of the funded pension system if R > N + G, and equal benefits from both pension systems if R = N + G. As the population ages, the shift from the pay – as – you – go (PAYG) system to privately funded schemes, the growth of the insurance industry, and the facilitation of capital market development with an increased supply of long-term savings will occur. According to Holsber (2017), the relationship between insurance and economic growth is bidirectional.

Webb (2015) examined the impact of banking and insurance on capital and production growth using cross-country data from 55 countries from 2000 to 2012. The average insurance penetration (insurance premium relative to GDP) of life and non-life insurance is used to calculate the insurance variable. Using exogenous financial variables, the first stage of ordinary least squares (OLS) estimate revealed a positive effect of banking development on economic growth, but insurance variables did not enter significantly. Simultaneous equations results reveal that higher levels of banking and life insurance penetration predict higher rates of economic growth, assuming an endogenous relationship between financial action and economic growth.

Lim and Haberman (2015) narrowed their focus to the Malaysian life insurance industry. While interest rates on savings accounts and prices play a significant role in the equation, the authors are perplexed by the positive sign for the interest rate. This could be consistent with Webb's (2015) findings, who discovered that combining the insurance and banking sectors in the estimate yielded the greatest results.

Peter and Kjell (2016) conducted a theoretical and empirical investigation of the relationship between insurance and economic growth, which was presented as a paper at the 2016 ECOMOD Conference in Hong Kong. They used animal insurance premium data from 29 European nations from 2002 to 2014 to conduct a cross-country panel data study. They discovered poor evidence for insurance's growth-promoting role and explained it by drawing parallels with recent findings in the banking and stock market sectors.

Arena (2016) conducted an empirical analysis and causal association between insurance market activity and economic growth in 56 countries (both developed and developing) from 2004 to 2014. Insurance premiums were utilized separately as proxy for total life and non-life activities. The author employed the generalized method of the moment for dynamic models with panel data as an estimation approach. The results demonstrate that total, life, and non-life insurance variables have a positive and significant effect on economic growth, but there is no evidence of non-linearity in their connection.

The expanding ties between the insurance and financial sectors highlight the potential significance of insurance companies in economic growth (Rule, 2018). Cross-shareholdings and bank-assurance are emerging as important forms of financial conglomerates and assume-finance. Insurance companies are progressively joining the credit risk markets, which were once the unique realm of banks and capital markets, through credit default SWAP (CDS) and other risk pass-through vehicles.

Evolution of Insurance in Nigeria 

Insurance firms were imported into Nigeria from the United Kingdom. They were said to have existed in Nigeria before 1900, according to Okigbo (2011), as quoted in Soladoye (2018). The British colonialism of Nigeria brought about significant changes in the nation's and its people's political, social, and economic lives. They arrived with their famous three "Cs": colonize, civilize, and Christianize.

Traditional insurance was the dominating system during this period, which included the extended family system, the Association of age classes, the "Esusu" system, communal unions, and so on. This demonstrates that, despite the fact that modern insurance began in Nigeria in the early twentieth century, historians and sociologists contend that, prior to the birth of modern insurance, several societies in Nigeria were thought to have had rituals that resembled modern insurance.

The insurance industry in Nigeria grew at a moderate pace at first, especially between 1921 and 1949. Immediately following World War II, economic operations resumed, and Nigeria's insurance industry began to experience exceptional growth. Ujunwa et al. cite Gbede (2003). (2017). British merchants introduced sophisticated commercial insurance to West Africa in the twentieth century. The Royal Exchange Insurance Firm formed the first insurance company in Lagos in 1921. This company dominated the scene for almost 30 years, until 1949, when other insurance companies, such as the General Assurance Society and the Tobacco Insurance Company Limited, were founded.

With the foundation of the African Insurance Company Limited in 1958, indigenous participation in the insurance market was expanded. At the time of independence, just four of the twenty-five enterprises in existence were indigenous. By 1976, the number of indigenous firms had surpassed the number of foreign firms (Gbede, 2003, quoted in Ujunwa et al., 2017).

According to Agbakoba (2017), insurance has come a long way since Loyd's despatched runners to the quay to gather information about ship movements and then disseminated policies about London for subscription by anyone with appropriate resources. According to Badejo (2016), the concept of insurance, in its modern form, was introduced into Nigeria by the British in the late nineteenth century with the establishment of trading posts in what is now known as Nigerian Agent towards the end of the nineteenth century by European Trading Companies, mostly British. Over time, numerous British insurance companies hired Nigerian agents to promote their interests in the country. These agents later evolved into full-fledged branch offices of their parent firms in the United Kingdom. According to Osunkunle (2015), the first branch in Nigeria was the Royal Exchange Assurance in 1921, which was then followed by other British corporations.

According to Eke (1992), reported in Longe (2018), as of December 31, 1996, there were 135 insurance companies active in the Nigerian insurance market, compared to 145 in 1995. (1995 and in 1993). The National Insurance Corporation of Nigeria (NICON) was created in 1969 as part of the Nigerian government's effort to monitor insurance industry operators.

Various acts, such as the Insurance Company Act of 1966, the Insurance Decree of 1991, and the National Insurance Commission (NAICOM) Decree No. 1, have been enacted over the years to control and regulate the insurance industry. in 1997.

Classifications Of Insurance Business In Nigeria

There are different types of dangers that business owners and individuals can protect themselves against. The insurance industry is organized into two primary branches or classes, namely life and non-life insurance, with each class further subdivided into different sorts of insurance. The insurance industry has been classified in various ways by various bodies based on various factors. In fact, the classification of insurance is based on experience and is based on the purpose and practices of various insurance (Oluoma, 2019).

According to Longe (2018), the following insurance branches exist:
Accident Insurance: This type of insurance covers a lot of areas, and it is taken by all classes of people in all human endeavours. Accidents include; personal accidents, sickness, employers' liability, accidents to properties, industrial accidents etc.

Live Stocks Insurance: Live stock insurance in Nigeria is mainly concerned with poultry, cattle, pigs, dogs, horses, etc.

Group Insurance: Groups or individuals, organizations or members of clubs can take up a group insurance policy in which all the members are covered. For instance, during the continental outings of the Rangers International Football Club of Enugu, the players were given group insurance cover.

Bad Debt Insurance: A bad debt is an irrecoverable debt which a company can insure against. This means that the insurance company will guarantee to protect companies or business owners against bad debts.

Motor Vehicle Insurance: This insurance is meant to avoid careless driving, to protect road users from damage, loss, etc. It is legally compulsory for vehicle owners to insure their vehicles. insurance can cover any of the following types of motor vehicle insurance.

Third Party Only: This type of insurance attracts a lower premium, and it is for protection not for the owners of the vehicle insured, but for the third party against damage, injuries, etc. When the vehicle is involved in an accident, the insurance company will not indemnify the owner of the vehicle, but the owner of the property or life involved in the accident, other than the insured.

Third Party, Fire And Theft: This type of motor vehicle accident has all the qualities of a third party but goes further by covering damage to the vehicles caused by fire or theft.

Comprehensive Motor Insurance: This type of motor vehicle insurance attracts a higher premium, and it protects the owner of the vehicle against possible damage by accident, fire, or theft, and even covers the third party.

Fidelity Guarantee Insurance: This is a sort of insurance purchased by businesses to protect themselves against the possibility of losing money due to embezzlement or misuse of cash by fraudulent workers in positions of trust. Employees in positions of scamming the firm who are covered by this insurance include school bursars, accountants, cashiers, and others. The insurance firm must be provided with information on previous carriers as well as the character of the employees to be insured. All of this information is used to evaluate whether or not the insurance company will take such risks and how much the premium will be
Burglary, Theft, And Robbery Insurance: This sort of insurance is purchased by homes, businesses, and shops that deal with expensive stock. It protects against potential losses caused by breaking of shops, dwellings, theft, or lancery by burglars and robbers. An insurance firm agrees to compensate the insured if his store or home is broken into and his goods or property is taken.
Fire Insurance: This insurance covers risks that are associated with fire outbreaks that damage buildings, factories, shops, stocks, machinery, etc. In determining the premium the insured will pay, a lot of things are taken into account, like:
a. The structure the building is made of, whether it is a thatched house or built with corrugated iron sheets. If inflammable materials like petrol, rubbers etc. are stored in the house, whether the building is installed with firefighting equipment or not. 

b. The method and type of product a company produces. Fire insurance is taken with a clause, which may either by (i) without average (ii) with the average clause. 

i) Without average clause: with this clause, stated in the insurance policy, the insured is entitled to the estimated amount of loss in the event of loss through five. 

ii) With Average clause: If the insurance clause bears this clause, the insurance company will base the indemnity on the actual value of the building or goods damaged by five. Based on the amount stated in the above clause, the indemnity will be worked out as due.

Consequential Loss Insurance: Companies get this sort of insurance to cover revenue or profit loss as a result of a fire that disrupts business or production. This sort of insurance differs from fire insurance in that, while it covers income loss, fire insurance covers the liability for capital loss caused by property destruction. Other risks covered by consequential loss insurance include rent income, salary payments, interest on debentures during a business suspension or poor production due to fire, and so on.
Marine Insurance: A marine adventure covers the Marine Insurance contract, which comprises insuring ships, cargo, and passengers. It is based on the 1906 Marine Act. Harm by fire, storm, and tempest, detention by foreign authorities, seizure under legal process, and damage produced by war, enemies, pirates, thieves, and ship disaster that have or shall come to hurt or damage the said commodities and commerce are among the risks insured against.

Marine insurance may be valued or unvalued marine. 

a. Value Marine Insurance: Valued marine insurance policy is the one that specifies the agreed value of the subject matter of the insurance, e.g. if the insurance is for marine cargo, the value of the cargo is specified. 

b. Unvalued Marine Insurance: General insurance may be included in the case of unvalued insurance without stating the value of the cargo on the vessels. In the event of a total loss, the holder of the unvalued policy would receive a sum equal to the subject matter's worth at the time of the loss. The holder of a valued policy, on the other hand, receives the sum insured regardless of the value at the conclusion of the loss..

Life Assurance: This protects persons against events that must happen in the future which may be at the maturity of the assurance policy or the death of the assured. Life assurance can take the following policy lines: 

Whole Life Assurance: Under this life assurance policy, the assured assures his life with a certain sum of money which matures and payment made only when the person assured dies.

b. Endowment Assurance: This policy is in effect for a limited time. Payment is made on this form of life assurance policy when the assured dies, before the set time expires, or when the stated period expires. Which of the following occurs first? For example, if Mr. A. assured his life under this life assurance policy for years, if the assured lives to the tenth year or beyond, he will go to the insurer and receive the sum. If he dies before the tenth year, repayment will be provided to his next of kin or beneficiaries named by him.
c. Annuity Assurance: In this assurance insurance, the assured pays a large sum of money to the insurer in the form of a premium, which matures at the assured's retirement. Depending on the arrangement struck and the lump amount paid by the assured, the assurer will make regular payments of income to the policy holder upon his retirement for a predetermined period or for the remainder of his life.
The following forms of annuities according to Oluoma (2015) are described: 

i. Immediate Annuity 

ii. Deferred Annuity 

iii. Annuity Certain 

iv. Guaranteed Annuity 

v. Reversionary Annuity 

vi. Joint and last survivor Annuity 

vii. Family income benefits 

viii. Child’s Deferred Assurance 

ix. School fee policy 

x. Joint life policy

Engineering Insurance: Engineering insurance is a type of property insurance that covers all types of plants and machines. This insurance protects against losses, damages, injuries, or death caused by the usage of steam power (such as pressure plants, boilers, electrical and mechanical plants, lift and cranes).

Goods In Transit Insurance: In many countries, goods in transit insurance, also known as inland transit insurance, is considered a subset of marine insurance. However, in the United Kingdom and Nigeria, it is handled by insurance firms' accident departments. Products in transit insurance covers all risks of loss or damage from the time the goods are loaded onto the truck until they are unloaded at the destination.

Legal Expenses Insurance: The goal of legal expenses insurance is to cover any unexpected legal fees that the insured may be required to pay. Some professional organizations and labor unions provide legal assistance to their members. In this regard, they can obtain legal expenditures insurance to eliminate any ambiguity about the quantity and timing of such expenses.

Oil And Gas Insurance: In order to cover the risks involved with crude oil exploration and development, oil producing businesses would construct insurance policies to cover the following risks:

i. Control of oil wells 

ii. Re-drilling extra expenses 

iii. Seepage, pollution and contaminations 

iv. All risks that cover the physical loss or damage to plant and assets. 

v. Third party liabilities

The National Insurance Corporation (NICON) insurance was the first insurer in Nigeria to establish an oil department between 1976 and 1977. This was not surprising, being the federal government’s insurance institution and considering the role oil was beginning to play in the National economy.
Environmental Factors Affecting Insurance Market In Nigeria 

No company can afford to disregard the passage of time. The degree of congruence between an organization's environmental opportunities, objectives, marketing strategy, organizational structure, and management systems determines its market performance (Kotler, 1980), as mentioned by Odhiambo (2017). Indeed, changes in the economy are causing a shift in the face of financial services. Changes virtually always occur as a result of advancements in government policy, the dynamic environment, consumer sophistication, technology changes, and societal reactions, among other things. These changes might emerge as risks, challenges, or opportunities, necessitating an integrated management approach to critically analyze the environment, identify environmental hazards and possibilities, and devise appropriate ways to adapt to environmental changes. As they pertain to the Nigerian insurance industry, we shall analyze these environmental elements from the following angles.

Economic Environment

Markets require not only people but also purchasing power. Total purchasing power is a function of current income, prices, savings, and credit availability (Kotler, 1980) cited at Odhiambo, (2017). The main economic trends that have implications for insurance market are discussed below: 

(a) Price 

The price of insurance will affect demand for it, as demand for insurance has an inverse connection with the price of insurance. As a result, an increase in insurance prices may herald a decrease in insurance demand. Insurance customers can choose to carry part or all of the risks themselves, or they can opt for a less expensive form of insurance with less coverage, such as switching from comprehensive to third-party coverage, which fetches a lower price. On the other hand, if the cost of insurance is low in comparison to the cost of self-insurance and other substitutes, demand for insurance is projected to rise.

Most insurance premium costs vary relatively depending on the market segment, client profiles, the frequency or severity of loss, the scope of cover offered, government laws, and so on. A decent pricing policy should be sufficient to cover all expenses and claims while also allowing the insurer to make a reasonable profit. It must be precise, straightforward, competitive, and stable, while remaining sufficiently adaptable to shifting risk factors, environmental dynamics, and maybe inflationary tendencies. The main issue here is that Nigeria's pricing policy has not been flexible enough to reflect shifting market positions and take into account diverse market groups and product offers.

(b) Population Size and Distribution, as well as National Income

The population size is likely to have a direct impact on the insurance sector, notably the life assurance market. However, this is not always the case because other factors, such as population density and dispersion, as well as demographic and socioeconomic considerations, need be considered. When real income is rapidly expanding, personal consumption tends to rise. At the same time, personal savings will be directed toward traditional financial institutions such as banks and building societies, with some directed toward life assurance firms. This demonstrates that when the national income rises, there will be a big potential market for life insurance. However, the main issue here is competition from other financial institutions, as well as the effects of inflation (Meidan, 2015).

In Nigeria, since the national income per head is low, there is a limited need for personal insurance such as life, property, and liability. Furthermore, because the economy is primarily agricultural than industry as a developing nation, the variety of insurance coverage required is not as sophisticated as that desired in more established economies such as the United States and Europe. Accident insurance (other than motor vehicle insurance), consequential loss insurance, credit insurance, and life assurance, for example, typically account for a modest part of total insurance demand in Nigeria.

The income disparities amongst consumers, on the other hand, deserve special attention. In Nigeria, income distribution remains egregiously uneven. On the one hand, there is a very large percentage of the population with earnings that are barely enough to cover the fundamental essentials of life, and on the other side, there is a very small elite with huge incomes and physical possessions. As a result, the bulk of the population has few physical assets that require insurance coverage, and their capacity to purchase insurance on even such minor assets is frequently constrained by their low income. As a result, there is a lack of a sizable and buoyant middle class with both the physical possessions that require insurance and the income to acquire insurance.

(c) Inflation 

From the perspective of the average Nigerian, there is severe depression since the economy has lost the battle and the main war against inflation. The rate of unemployment is really high. Money is difficult to earn via sincere and honest efforts, yet it is simple to spend. The state of social services has deteriorated, and the hardship index has risen. Ordinary Nigerians' lives have gotten less bearable. From the standpoint of a true manufacturer, the state of economic depression manifests itself in a variety of ways, including:

(i) High production costs arising from high cost of raw materials, high cost of funds and rising wage bills; 

(ii) Stock pile of finished products due to depressed effective demand; and 

(iii) Under capacity utilization which results in very high average unit cost of production (Okafor, 2017). 

With Nigeria's high degree of inflation, the value of existing physical assets has increased, as has the potential scale of liability claims. Government efforts to decrease inflationary pressures through the Structural Adjustment Programme and restrictive monetary and fiscal policies have not achieved sufficient returns. Instead, these policies have resulted in a liquidity squeeze inside individual organizations, causing firms to limit their need for insurance when premiums grow due to increases in the price of physical assets and the size of claims.

This is the situation with aviation insurance, as well as any property insurance, such as car, building, and liability insurance, where the values of the properties are reassessed increased due to the Naira's depreciation, which has generated a high degree of inflation. A marketing issue here is the insured's ability to cope with growing value and the resulting increase in rates.

Social And Cultural Environment

(a) Urbanization and the breakdown of the extended family system 

The concept of insurance was best shown in earlier traditional cultures by the collaborative efforts of the kith and kin in assisting a relative or neighbor overcome a calamity or misfortune, which had the benefit of reducing the load of loss he may have incurred. However, at the turn of the twentieth century, the traditional method had begun to deteriorate, owing mostly to socioeconomic and political developments. With the increase in population, cities, industrialization, and urbanization, there has been a major flight of individuals from rural to urban areas in search of better prospects, abandoning the established traditional tribe or family pattern of life and security (Oluoma, 2015). The dissolution of the extended family system resulted in personal independence, with each individual having to seek solutions to manage the risks that threaten their survival, such as disease, accidents, premature death, upkeep after retirement, personal property protection, and so on.

Not surprisingly, the rise in personal independence has produced a favorable environment for the expansion of demand for various types of private insurance in Nigeria.

(b) Pressure of social responsibility 

Social responsibility is becoming an increasingly important part of market growth planning and operations. Even if management were inclined to ignore it in the interest of single-minded profit maximization, consumerism, the ecology movement, and social regulation would prevent them (Mclver and Naylor, 2017).

The question of social responsibility is quite delicate. It reflects society's acceptance or rejection of an organization. When a corporation plays a positive role as a good corporate citizen by connecting with the needs of the society in which it operates, it is more likely to gain a positive image, which will convert into increased patronage of its products and services. Insurance companies, banks, and other financial organizations in Nigeria have recently attempted to engage well with the communities in which they operate as a good corporate citizen, catering for some of their sociocultural demands, despite their innate conservatism. These have included grants to philanthropic organizations, catastrophe and emergency relief help, sponsorship of programs in higher education, sporting activities, and so on. This shift in mentality has brought the institutions closer to the public, resulting in an increase in demand for their services.

The main consequences here are the costs and rewards of these societal duties, as well as the companies' profitability.
(c) Insurance Fraud 

In Nigeria, the duties/responsibilities of the insurer and insured as stated in the contract are frequently disregarded. This has caused a schism between the two parties, and fraud and dishonesty have been accused.

It should be mentioned that insurance fraud is currently one of the most serious risks to the insurance industry's survival worldwide. It is safe to suppose that 30% of insurance claims today are fraudulent; particularly during times of recession and depression, as well as high unemployment rates, the insured population is prone to fraud. In recent years, there has been a significant growth in marine fraud around the world, which has had an impact on the Nigerian insurance market. In the sphere of motor insurance, the country has seen an upsurge in fraudulent claims. It is a well-known truth that the majority of auto theft cases in Nigeria are fraudulent. It is also suspected that a lot of fire claims in the country are fraudulent, though proving arson in such cases has proven challenging. Fraudulent claims in the life insurance industry are also on the rise. While insurers have long seen insurance fraud as a necessary evil, times are changing since the losses produced by insurance fraud have far exceeded the bounds of a reasonable risk. The insurance industry has begun to fight back on a significant scale in the United States of America, Canada, and a few European countries. The insurance industry in these countries has developed its own insurance fraud fighting agencies, the operations of which have resulted in significant recovery for corporations in these countries (Oyeka, 2018).

Furthermore, First Bank's monthly Business and Economic Report (July, 1994) stated that Nigeria's insurance industry lost approximately $50 million to marine fraud in recent times. This sum was lost by unknowing insurers to fraudsters, the majority of whom were shipowners and chatterers, through six principal strategies, namely: documentary fraud, certificate racketeering, overstated claims, container fraud, vessel overvaluation for insurance purposes, and (piracy). Furthermore, importers engaged in the fraudulent fabrication of documents such as bills of lading, customs bills of entry, certificates of origin, and invoices. The issue has been exacerbated by a lack of operational knowledge combined with the time-consuming procedure of fraud investigation.

In contrast to the above-mentioned formation of fraud-fighting groups in industrialized nations, such organizations are essentially non-existent in Nigeria. In Nigeria, the methods for detecting, preventing, and managing fraud are time-consuming and ineffective. Unless meaningful actions are made to halt this tendency, it will continue to pose a significant danger to the insurance business.
(d) Increasing wave of crimes and insecurity: 

A rising tide of crime has resulted in a high level of insecurity for people and property. Thefts and robberies of insured property have been quite common, particularly of motor cars, cash in banks and in transit, residential and commercial premises, and so on. Most of the time, these are accompanied by murders and assassinations. The efforts of law enforcement agencies, led by the police, have not been successful in reducing crime and other social vices. To supplement the efforts of the police, vigilante organizations and ethnic militias like as the OPC (Odua Peoples Congress), Bakassi boys, the Egbesu, Massob, and others have emerged.

As a result, the insurance industry has been on the receiving end. The rising tide of crime and insecurity has resulted in an increase in the volume of claims and other expenses for insurance firms, endangering their financial viability and operations. On a bigger scale, it will discourage foreign investment, causing the economy to spiral downward.
(e) Insurance and the so-called Nigerian factors 

According to Irukwu (2015), in the 1980s, some cynics used the phrase "Nigerian elements" to describe the negative aspects of contemporary Nigerian society that impede social and economic growth while also degrading the country's image. They include selfishness and greed, a lack of patriotism, a steady degradation in our value system, corruption at most levels of society, and, most importantly, a high level of indiscipline, which results in violent crimes and other social evils that destabilize our society at all levels. In truth, there is something fundamentally flawed with the average Nigerian's value system in relation to "commercial success." The successful businessman, according to the average Nigerian, is not the industrialist or agriculturist who feeds his community with the fruits of his labor, creates job opportunities, and, in the process, builds an economic empire that will last once the perceived evidence of the person's affluence, in terms of liquid funds, falls below the hyperbole level. A talented artist or gifted engineer who creates and fabricates just for a small profit is not considered successful. The value system gives more credit to the "fast gay," who mostly engages in non-productive, quick money-making activities such as buying and hoarding to sell at razor-thin profit margins, currency speculation, and fraud in all its forms and colors (Okafor, 2017).

These negative variables have had a negative impact on the insurance industry. They have had a negative impact on claims management, resulting in the current high level of fraudulent and excessively overstated claims, all of which are threatening the stability of most insurance companies.
(f) General misunderstanding of the insurance concept 

Another factor that has slowed the growth of the insurance industry and needs special consideration in this context is a broad misunderstanding of the purpose, functions, and aims of insurance, as well as its value to society. This widespread misunderstanding of the insurance idea and its operational mechanism extends to all levels of society, including federal and state policymakers. This has occasionally resulted in the enunciation of policies and regulations that have slowed the development of the insurance industry (Irukwu, 2015).
(g) Absence of an insurance culture and low level of insurance awareness 

Nigeria has one of the lowest levels of insurance awareness in the world, especially when considering the country's population and overall level of development. Due to a lack of insurance awareness, the country has struggled to fulfill the full potential of insurance as a major driver in national development. Currently, only approximately 10% of persons who should be insured are insured, compared to insured population rates of up to 45-60% in several developing nations and 90-95 percent in most wealthy ones. Until the country develops a positive insurance culture and a more buoyant and stable economy, the ideal degree of insurance knowledge and the full benefits of insurance to national development will remain elusive (Irukwu, 2015).

Political & Legal Environment 

(a). Government as an insurer 

The role of the Nigerian government in the economic system is vast, as it is in any other economy. Over time, the country has grown into an economic structure in which private and public firms coexist. Among the reasons for government participation in the insurance business in Nigeria are: leadership; the desire to provide cover for risks that private insurers lack the enthusiasm or expertise to venture into; control and state security; provision of social security such as health insurance and sickness/accident insurance; utilization of local capacity; and conservation. However, in recent times, it may be argued that the government's active involvement in insurance is primarily motivated by a desire for money or profit (Oluoma, 2015).

Despite the significant dangers involved, insurance has become a profitable business. Governments in developing economies frequently succumb to the temptation to join in this profit-seeking. This is undoubtedly true of the different state-owned firms founded with guaranteed government backing in a federation like Nigeria. The fundamental issue affecting the industry is the government's unfair competitive advantage granted to these state-owned insurance companies, resulting in a significant decrease in the private insurance sector's market share.

The position of NICON in the Nigerian insurance market may be a suitable case illustration. Section 93 of the Insurance Decree 1997 supports the NICON Act by stating that all insurance of government properties is vested in NICON. This clause has conferred nearly absolute monopoly on the market, giving NICON a significant share of the market and eradicating perfect competition. Furthermore, this clause directly opposes the government's stated commitment to liberalization and the elimination of excessive government control mechanisms in commercial and economic operations (Oluoma, 2015). However, the Insurance Act of 2003 removed the features of NICON and Nigeria Re's insurance monopoly. The two institutions have now been fully commercialized and privatized, paving the stage for healthy market competition.
(b) Increase in share capital 

The recent rise in insurance companies' paid-up share capital to N2 billion for life, N3 billion for general business, and N10 billion for re-insurance company is commendable. Although some industry observers say that re-capitalization is not the primary criterion for judging an insurance company's health, it is necessary currently given the country's growing number of weak insurance companies. We should not wait until a weak or distressed company goes bankrupt before using cost-cutting measures.

Re-capitalization will undoubtedly have both positive and bad consequences for the industry. It has reduced the number of market participants due to mergers and acquisitions, which occurred as weak enterprises merged or were bought by stronger ones. Nonetheless, this has resulted in the healthy ones' efficiency being very sound and being in a better position to satisfy all of their commitments.
(c) Impact of Tax Concessions 

In fact, legislation benefits the insurance industry in several ways, such as tax breaks that encourage long-term savings (e.g. through life assurance policies). In some countries (including the United Kingdom), tax relief at the basic rate is awarded on half of the premium for life insurance plans, up to a maximum premium of a specific percentage of total taxable income (Median 2016). In Nigeria, the previous three or so budgets have focused on the expansion of the life assurance and pension market. The government was able to provide tax breaks for Annuity and Life Insurance products. These policies have yet to have an impact on consumer preference for our products (Siyanbola 2018). The insurance market's life industry is poor and lacks innovation. According to statistics, the life branch provided an average of 7% of the industry's income. This is a significant challenge for the industry, and it will necessitate product innovation and repackaging.
(d) Government as consumer of insurance 

Apart from providing insurance services, the government may require insurance protection for its properties/assets and staff in some cases as an insurer. However, the government appears to be uninterested in purchasing insurance in the majority of cases. Not all government interests, including certain critical government institutions or assets, are insured. The Ikeja Military Cantonment, as well as other military and police structures, are prime examples. The recent bomb explosion at the Ikeja Military Cantonment on January 27, 2002 is still fresh in our minds: many people were killed; many people were displaced, rendered homeless, or became refugees in their own country; billions of naira in property was destroyed; and the insurance industry was inundated with high volumes of claims.

Despite the government's apathy toward obtaining insurance, in locations where the government has mustered the bravery to get insurance, it has been found inadequate in meeting its own premium payment requirements. Frequently, government establishments, ministries, parastatals, and so on obtain insurance without paying premiums during the insurance period and even afterward. The efforts of the insurance institutions, both individually and collectively, to press for the payment of premiums have not generated favorable results. Insurers have even threatened to cancel coverage if premiums are not paid on time, but here again, the "pleasure" of participating in government accounts may preclude collective action in these matters.

In reality, there is an urgent need for government entities to set a good example when it comes to paying insurance payments. Insurance companies are for-profit enterprises. The concept of insurance as a mobilizer of investible money, as well as the concept of competent risk management, will be undermined if they are subjected to exorbitant prices.
Technological Environment & Changing Risk Factors

The successful application of scientific knowledge to the introduction of new tools (products) and methods of bringing about improved quality of goods and services and efficiency in production processes, mass merchandising, distribution, and so on has heralded economic growth associated with industrialization. Indeed, new products invariably increase demand for insurance coverage, sometimes necessitating the development of new policies.

In fact, the scale, value, diversity, and complexity of some of the risks that insurers are being asked to underwrite these days are vastly different from what was previously the case. Chemical, steel, iron, oil exploration, textile, large aircraft, and other aviation risks, for example, raise a number of technical and underwriting issues that are frequently beyond the technical and management capabilities of most third-world insurance institutions, which must rely almost entirely on their associates from developed markets to solve.

Insurers and re-insurers in Nigeria have recently attempted to mitigate these risks by utilizing risk-sharing and risk-spreading approaches where the loss could be catastrophic. Co-insurance and pooling agreements, for example, are available. Nonetheless, they have not proven adequate because a large portion of these high-tech risks are transferred offshore, posing a constant challenge to the Nigerian insurance sector.

Rising Storm Of Competition 

Despite the tough economic situation and the government's direct participation in influencing free market enterprise, competition for the few accessible enterprises remains fierce. The growing number of insurance companies has put a lot of pressure on the market in terms of competition. There has been an increase in the number of market participants, as well as a range of institutions and products. Furthermore, competition pressure has resulted in unhealthy rate cuts, the existence of high ‘PR' (Public Relations) for business acquisition and retention (which has become a necessary evil), fraud, and other unprofessional behaviour, all of which have harmed the solvency of some insurance businesses.

Aside from significant intra-market competition in the insurance industry, other financial institutions, such as banks, compete. Banks have made significant inroads into various sections of the insurance business in recent years, and have been more innovative and adaptable in some ways than insurance firms. Indeed, the repercussions of this competitive pressure need innovation, increased efficiency, and client focus in the insurance and financial services industry as a whole.

Knowledge, Awareness and Insurance Consumption

It is believed that awareness and knowledge of the uses and relevance of insurance are positively associated to insurance consumption. This is because the more aware a person is of something, the more likely he or she is to recognize its worth. The consuming public's lack of sophistication, awareness, and knowledge of insurance has been cited as a fundamental impediment to insurance consumption. The majority of insurance consumers misunderstand the purpose of insurance, which causes broad problems for insurance marketing in terms of consumption. According to Wilson (2019), most of the discontent with insurance in Nigeria stems from a misunderstanding of what insurance is and how it works. With this level of information, purchasing and using insurance becomes a demanding undertaking. This problem is exacerbated by the citizenry's high degree of illiteracy (Oworen, 1990), as stated in Wilson (2019). According to Gowon (2016), an institutional barrier affecting insurance marketing and consumption is insurance companies' poor publicity and public awareness initiatives.
Professionalism and Insurance Consumption 

The main aim of insurance practice is professionalism. As a result, it is theorized to be associated to higher intake. The specific nature of the insurance industry should serve as the foundation for a distinct marketing system in the insurance market (Gibbs, 1975; Nelli and Marshall, 1968; Green, Trieschmann, and Gustanison, 1992, as referenced in Ibok NI) (2016). The agent is very crucial in the insurance marketing process. While this is correct, the relationship between the agent and the corporation they represent can and often is complex. Because insurance products are technically complex, it is critical that persons selling insurance comprehend the contracts they are intended to sell. Because the professional attitude of most insurance agencies is a typical problem linked with agencies. An agent or broker might be hired with little or no experience. Worse, those selling insurance engage in unethical activities.
Perception and Attitudes of Nigerians to Insurance Product and Services 

Perception is defined as the process by which people interpret and arrange sensations in order to form a meaningful experience of the world (Lindsay & Norman, 1977), as mentioned in (Ajemunigbohun, S. (2016). It influences and dictates their attitude toward things and people. Income and social security were addressed as key indices of quality of life in a recent study on the quality of life in developing nations with reference to South Africa by Moller (2018). This viewpoint emphasizes the significance of insurance in human life. Surprisingly, insurance services do not appear to be widely embraced in underdeveloped countries. The deplorable state of insurance culture in developing nations has piqued the interest of both researchers and practitioners. Risks have been noted as a major feature of life in less developed countries' rural areas (Udry, 2015). Questions about why insurance products and services are not widely accepted demand greater examination, especially when it has been asserted that insurance consumers are well-informed about insurance products (Berger 1988 cited in Seog, 2015).
Economic Growth 

Economic growth is the process by which an economy's productive capacity increases over time, resulting in an increase in national income levels. When there is economic growth, it manifests itself as an increase in income, an expansion of the labor force, an increase in the country's total capital stock, and an increase in the volume of commerce and consumption.

The increase in a country's gross domestic product usually indicates economic growth. The gross domestic product (GDP) is an economic model that represents the worth of a country's output. In other terms, a country's GDP is the entire monetary worth of its goods and services generated during a given time period. The economic growth and development of a country can be used to assess its economic health.

Relationship Between Economic Growth And Insurance

The relationship between insurance operations and economic growth has long been a source of contention. According to Skipper (2017), insurance market activity, both as a risk transfer and indemnity provider and as an institutional investor, can contribute to economic growth in the following ways:
(a) Mobilizing domestic savings; 

(b) Allowing different risks to be managed more efficiently, thereby encouraging the accumulation of new capital; 

(c) Boosting financial stability; 

(d) Facilitating trade and commerce (the most ancient insurance activity); 

(e) Supporting to reduce or mitigate losses; and 

(f) Fostering a more efficient allocation of domestic capital.

The growth of the life insurance market is becoming increasingly important in the insurance industry. The questions are whether the expansion of the life insurance market (as measured by penetration and density) encourages economic growth, and why nations with similar life insurance market development differ in terms of economic growth. Previous research on the relationship between the financial sector and growth has primarily focused on banks and stock markets. Furthermore, it is vital to remember that there is still some confusion about the specific components that influence such a connection. It is possible that a country that wants to promote the development of its insurance industry in order to boost economic growth may evaluate the supportive environment.
Reinsurance and the Nigerian Economy

Reinsurance is a contract in which an insurer, known as a reinsurer, agrees to indemnify another insurer, known as the reinsured or ceding firm, for the entire or a portion of the obligation assumed by the reinsured under a specific insurance policy (Oluoma, 2019). The reinsurance contract effectively covers the insurers or covers the obligation assumed by the reinsured or ceding company under its reinsurance contract with its original policyholder. The following definition identifies two major contract parties: the ceding firm and the reinsurer. The ceding company is the original direct insurance company that accepted the risk from the original insured and ceded or transferred a portion of the risk to another party, the reinsurer, which is either another direct insurance company or a professional reinsurance company that accepts the ceded or transferred portion of the risk. (Irukwu 2015) cites Irukwu (1980).

In fact, the primary goal of reinsurance is to keep the primary insurer or ceding business from being bankrupted by enormous losses that exceed its financial capacity. It is important to emphasize that the original insured has no rights under a reinsurance contract that is purely between the ceding firm and the reinsurer. In the case of a loss, the insured's claim for the entire amount is made against the ceding company, and he is unconcerned with the position of the ceding business and the reinsurer. As a result, while picking a reinsurer, the insurance company must guarantee that the reinsurance's financial stability is sound and that the reinsurer is able to settle claims quickly. Furthermore, if the risk assumed by the reinsurer from the ceding firm is so large that the reinsurer cannot safely handle it alone, the reinsurer can retrocede a portion of the risk to another reinsurer. This type of arrangement is known as retrocessionire. This enables maximum utilization of capacity and an efficient risk distribution (Falagan, 1991, cited in Oluoma) (2015).

According to Oluoma (2015), the goal of reinsurance is: It provides direct insurers with protection in the form of reinsurance insurer. The direct insurer can eliminate the risk of being crippled by a catastrophic or exceptionally large loss that exceeds the direct insurer's financial resources by reinsuring all risks in excess of its retention capacity. Reinsurance enables the direct insurer to accept higher risks than he would have been able to accept in the absence of reinsurance facilities.

As a result, the insurer's reinsurance protection allows it to absorb higher risks that it would otherwise reject. This has the effect of ensuring that an insurance company's operating results display a more stable development. Reinsurance promotes a diverse range of risks, ensuring that the direct insurer's responsibilities are not overly concentrated in any one location or geographical area. Reinsurance also helps to avoid any financial strains caused by the portfolio's rapid expansion. Some of the large professional reinsurance businesses that have been in existence for many years, from the perspective of nascent insurance companies in the third world, offer training and sometimes administration facilities. In this way, they contribute to the growth of these young direct insurance firms. There are two independent arrangements in a reinsurance contract: one between the original insured and the insured and the insurer, and the other between the insurer and the reinsurer.

The original insured, on the other hand, simply has a contract with the insurer. He is unconcerned about the current reinsurance contract between his insurer and the other party, the insurer. In the event of a loss, the insured makes a claim against the insurer under his insurance contract and has no right to make a claim against the reinsurer. A co-insurance contract, on the other hand, is an arrangement in which two or more insurers come together to undertake a common risk, primarily due to the risk's high potential loss magnitude. In this structure, each of the participating insurers, in the eyes of the law, maintains a separate contract with the insured to the amount of the proportion of the risk it carries. In the event of a claim, the insured seeks reimbursement from each of the participating insurers up to the amount of their risk share. The insured does not have the right to recover the entire loss from the other underwriters. Even if there is a head underwriter who coordinates underwriting and claims administration, each underwriter is individually liable to the insured based on their level of engagement (Irukwu, 1980), as quoted in (Irukwu 2015).

Due to a lack of underwriting experience and understanding, as well as a small market capacity, significant business was placed and reinsured in London and other outside markets in the early phases of the insurance company in Nigeria. The country lost a significant amount of foreign exchange and revenue as a result of this trend. The National Insurance Corporation of Nigeria (NICON), founded in 1969, was then mandated to act as a petty reinsurer to other insurance companies, requiring 108 legal cessions from all insurers in Nigeria in addition to its direct insurance business transactions in order to prevent the loss of foreign exchange through overseas reinsurance. Significant business originating in Nigeria, however, with the entry into the market of many indigenous insurance companies and the government's indigenization policies, called for proper exchange control reinsurance to curtail the leakage of Nigeria's foreign exchange by this approach of reinsurance massive insurance business abroad.

As a result, it was believed that NICON's dual role as an insurer and reinsurer would be ineffective in absorbing large-scale risks locally. As a result, the establishment of a professional reinsurance business primarily responsible with all reinsurance tasks became required. The Nigerian Reinsurance Corporation was established as a result of the enactment of the Nigerian Reinsurance Corporation Act in 1977. (Oluoma, 2015).

With the foundation of the Corporation and the development of additional reinsurance businesses, a significant portion of premiums that were previously lost to international reinsurance centers are no longer retained in the country. The legal cession of 20% that every registered insurer makes to the Nigeria Reinsurance Corporation has enabled it to engage with other reinsurance companies abroad in order to earn some foreign exchange on inward business. It also enables them to earn large revenue, which will eventually contribute to the development of the companies as well as the development of the country.

It should also be noted that all insurance companies in Nigeria and throughout Africa pay the African Reinsurance Corporation a 5% legal session fee because Nigeria is a member of the Organization of African Unity (OAU), which established the African Reinsurance Corporation (Irukwu, 1980), as cited in (Irukwu 2015).

There are 4 main types of reinsurance. However, the most important and commonest of these are: 

1. Facultative reinsurance. 

2. Treaty reinsurance; 

3. Reinsurance pools and 

4. Facultative-obligatory reinsurance.

The earliest technique of reinsurance is facultative reinsurance, which entails assessing each risk independently. To place a risk facultatively, the insurer would offer the details of the risk to the reinsurers on a reinsurance slip; the insurer would present the details of the risk on a reinsurance slip to the insurer. The insurer is then given the chance to evaluate the risk on its own merits and determine whether to reject or accept the risk, or to indicate the conditions under which it would be willing to accept the risk. When an insurer accepts a risk, he normally specifies how much of the risk he is willing to absorb. If the risk is not accepted by the insurer, it is returned to the ceding company, which must seek other reinsurance firms to place the risk, and the ceding company is not protected by cover until the risk is fully accepted and placed. This is not a given (Oluoma, 2015).

A treaty reinsurance arrangement is a contract between the ceding firm (direct insurer) and the reinsurers. In this instance, the ceding company agrees to cede, and the reinsurers agree to accept any reinsurance offered within the treaty's restrictions. The boundaries could be monetary, geographical, branch, section, classy, and so on. This indicates that automatic protection is provided because the reinsurer is required to absorb all risks within the scope of the treaty, as opposed to the facultative system. In essence, the ceding business is able to provide prompt protection for any risk that it decides to assume as long as it fits within the scope of the treaty (Falagan, 1991; Arena, M. (2016).

Capacity is stated in 'lines,' with each line representing the amount of the ceding company's retention. As a result of the ten-line pact, the ceding corporation may accept up to 11 times its own retention. Capacity can be extended by acquiring extra surplus treaties for the equivalent number of lines, such as the second, third, and so on (Oluoma, 2015).

Companies have first, second, third, or even fourth surplus treaties to assure proper protection. A ceding firm, for example, may have a certain type of risk, a first surplus treaty of 15 lines, a second surplus risk, a first surplus treaty of 15 lines, a third surplus of 5 lines, and even a fourth surplus of 5 lines, for a total of 40 available lines. This may be necessary since, in most circumstances, the majority of risks can be readily reinsured under 20 or 30 lines, and the usage of more lines may be necessary only for very large risks, which may be relatively few and can thus be managed (Irukwu, 1980) referenced in (Irukwu 2015).

According to Oluoma (2019), reinsurance pools are used mostly for catastrophe risks such as aviation and atomic hazards, which involve extremely large claims that no single insurer can safely cover alone. Members of the pool will pool their resources, premiums, and experience and split the claims in the same proportions as they do their premiums. They will also split gains and losses in the same way. In the insurance industry, there were essentially two types of pools: direct insurance pools and reinsurance pools. The pools can be further classified based on their geographical location, with national, regional, and worldwide pools. In recent years, there has been a tendency toward combining direct insurance and reinsurance pools. This entails direct insurers and reinsurers working together as a consortium to underwrite catastrophic risks locally, regionally, or worldwide (Oluoma, 2015).

Effect Of Insurance Industry On Economic Growth 

Insurance businesses can influence economic growth by providing protection through the channels of marginal capital productivity, protection, technical advancements, and savings rates. Insurance companies compensate those who have suffered a loss and help to stabilize the financial position of individuals and businesses by allowing them to transfer various types of risks to insurance companies. Firms exposed to numerous risks such as liability, property, disease and incapacity of their employment, and the lives of important personnel can manage those risks by transferring them to insurance firms. This helps enterprises to focus their attention and resources on their core business, resulting in a willingness and ability to make meaningful investments that contribute to higher levels of economic growth. Skipper, H. cites Okey, (2012). (2017). This indicates that without the risk-pooling and risk-transfer services provided by insurance companies, some economic activities would not take place, and positive impacts on social welfare would be lost.

They focus their attention and resources on their core business, which results in a desire and ability to make meaningful investments that contribute to higher levels of economic growth. Skipper, H. cites Okey, (2012). (2017).. This indicates that without the risk-pooling and risk-transfer services provided by insurance companies, some economic activities would not take place, and positive impacts on social welfare would be lost.

The insurance industry could contribute to resolving the social security system's problem. They safeguard you from the financial ramifications of illness and injury, as well as unemployment and retirement. As a result, insurance products such as life, health, and payment protection insurance can serve as a replacement for government security programs. The role of providing insurance coverage may have a mixed effect on economic growth via the savings rate channel.

On the one hand, insurance coverage leads to increased security, which causes individuals and businesses to be less cautious. Insurance companies encourage long-term savings in the economy by offering a variety of life insurance policies that combine risk protection and savings rewards
Concept of Co-operative Society

Adesina et al (2012) opined that globally, Cooperative Societies have become well appreciated as a strong vehicle for promoting economic empowerment particularly of the women, and other vulnerable and marginalised groups. They have continued to play major roles in the economy of many nations. For instance, in the Republic of Kenya, cooperatives are responsible for 45% of the GDP and 31% of National Savings and Deposits. They have 70% of the coffee market, 76% of dairy, 90% of pyrethrum, and 95% of cotton. More than a quarter of a million people are employed directly and effectively by Cooperatives in the country. In South Korea, agricultural cooperatives have a membership of over two million farmers i.e., about nine-tenths of all farmers in the country, and an output of USD 11 billion (Jae-Hak Choi, 2006).

The Korean fishery cooperatives also have a market share of 71%5. In France, the cooperative movement has a turnover of 181 billion Euros. Cooperatives handle 60% of retail banking, 40% of food and agricultural production, and 25% of retail sales6. Furthermore, in Canada, about two-fifths of the population belong to at least one cooperative society. In Quebec, approximately 70% of the population are cooperative members, while in Saskatchewan 56% are members.

In Nigeria, cooperative system however started around 1935 in Ibadan. It has since been well accepted across the country and has made visible impacts on the socio-economic development of the country over the past seven decades (Kareem et al., 2012). Many businesses started and have been sustained through funding from the cooperative system. The overwhelming relevance of the cooperative system particularly for pursuing economic empowerment at the grassroots level is obviously the main reason why most Government throughout the world continue to identify what needs to be put right to strengthen and support cooperatives societies so that it can function properly according to the laws establishing it. This is with the view to effectively channel supporting funds to the cooperative societies to enable their members have greater access to loans for their businesses. This ultimately is envisaged, will turn around the economy of the local region sustainably and very rapidly.

The cooperative approach to the management of business is not new or distinct to any tribe, race or country. Cooperatives appear more or less simultaneously with the economic and social demands of populations. The overriding question that is yet to be satisfactorily answered is the extent to which the cooperative movement is performing well. Nigeria is one of the few British Colonies that advocated for the establishment of Cooperatives as early as 1900. Some pseudo cooperatives were subsequently established to operate along the ideals of the Rochdale cooperative pioneers of 1844. The Cooperative Ordinance of 1946 and the Cooperative Societies Act of 1962 only served to formalize the already organized cooperatives. The performance of cooperatives in the immediate post-colonial period was impressive, with the government offering them a monopoly status in agricultural marketing.

2.2 THEORETICAL FRAMEWORK

Modern Theory Of Financial Intermediation (Merton and Bodie 1995)

Merton and Bodie (1995) developed the modern theory of financial intermediation, which incorporates traditional theory as well as changes in the financial world. The modern theory of financial intermediation emphasizes six core functions of insurance, including: the provision of means for clearing and settling payments to facilitate the exchange of goods and services; the provision of mechanisms for pooling resources; resource allocation; risk management; and the provision of price information to aid in the coordination of decentralized decision-making across various sectors of the economy. Merton and Bodie's (1995) enumerated functions may be stated as resource accumulation, resource allocation, risk management, and trade facilitation in this study. Insurance businesses contribute to economic growth by carrying out these duties. According to Webb (2015), Insurance provides some financial services to individuals and the economy as a whole. First, insurance is becoming more popular as a means for individuals and families to manage income risk with businesses inclusive. Next, insurance products help to accelerate long-term savings and the reinvestment of large sums in commercial and public sector enterprises. Insurance policies provide a mechanism for disciplined contractual savings and have shown to be effective tools for increasing considerable amounts of resources. Third, insurance mobilizes assets by offering appealing medium and long-term savings options that boost economic growth. Long-term funding supplied by insurers may play a particularly important role in the economy, which requires such financing for infrastructure development. Haiss and Sümegi (2008), cited in Webb (2015), examine the various routes of effect on the insurance sector and economic growth, including risk transfer, substitution savings, investment, institutional extent of influence, and potential sources of contagion and economic ramifications. Furthermore, Sümegi and Haiss (2008), cited in Webb (2015), imply that disregarding the insurance industry may be one of the reasons why the finance-growth nexus appears to be weakening.

As a result, this study adopted Merton and Bodie's theory (1995). This is due to the theory's appropriateness and relevance to this investigation, as described above.

2.3 EMPIRICAL REVIEW

Several studies have been conducted in an attempt to determine the various ways in which insurance can influence economic growth. However, the available empirical research on this linked evolutionary view but important results. As a result, while some research, such as Boon (2016), Arena (2016), and Webb (2015), discovered a link between insurance and economic growth, others, such as Ching, Kogid, and Furuoka (2015), had minimal similarities in their findings.
Peter and Kjell (2016) worked on the relationship between insurance and economic growth by applying a cross-country panel data analysis using annual insurance premium data from 29 European countries over the 2006 to 2015 period. They observed evidence of a growth-supporting role of life insurance and explained this with similarities to recent bank and stock sector findings.

Arena (2016) worked on the empirical study and causal relationship between insurance market activity and economic growth, which covered 56 countries (both developed and developing ones) in the period from 1996 to 2009. He used the generalized method of moment for dynamic models of panel data and his results showed a positive and significant effect of total, life and non-life insurance market activity on economic growth.

Haiss and Sumegi (2018) also applied a cross-country panel data analysis from 29 European countries in the period 2002 to 2015 to study the relationship between insurance companies and economic growth in Europe. Using ordinary least squares estimates and time-fixed effects, he observed that there is a positive impact of life insurance on GDP growth in 15 European countries, while general insurance has a larger impact in Central and Eastern Europe.

Wadlamannati (2017) examined the effects of insurance growth and reforms along with other relevant control variables on economic development in India. He used the penetration (life, general, and total insurance) of insurance to measure the growth of insurance. Using ordinary least square, co-integration analysis and error correction models, the study showed that reforms in the insurance sector do not affect economic activities, but their growth has a positive impact on economic growth.

Similarly, Eze and Okoye (2020) carried out an analysis of the effect of insurance practices on the economic growth of the Nigerian economy from 2000 to 2015. They employed the unit root test, Johansen co-integration test and an error correction model in data analysis and they observed that insurance premium capital has significantly impacted economic growth. Also, the level of total insurance investment has significantly affected economic growth. Moreover, there is a causal relationship between insurance sector development and economic growth in Nigeria. They conclude that there is a significant positive effect of insurance practice on the growth of the Nigerian economy.

Marafa, Ekperi, Paul, Nwadike, and Stanley (2019) conducted a study on the level of awareness and public perception of insurance companies in Enugu State. The study adopted a structured open-ended and likert scale questionnaire to elicit information from 400 respondents. Tables, percentages, charts, and mean scores were used to analyze the research questions, while the Pearson Chi Square test was used to test the postulated hypothesis of the study. Findings of the study indicated low awareness by the public of insurance enterprises in Enugu State, despite the fact that the city is viewed as an enlightened city. The image of insurance companies in Enugu State was also found to be poor during the study. This low level of awareness, coupled with the poor image of the insurance companies in the state, was found to be the reason for the low demand and patronage of insurance products and services in the state, as revealed by the study.
CHAPTER THREE

RESEARCH METHODOLOGY

3.1
INTRODUCTION


In this chapter, we described the research procedure for this study. A research methodology is a research process adopted or employed to systematically and scientifically present the results of a study to the research audience viz. a vis, the study beneficiaries.
3.2
RESEARCH DESIGN

Research designs are perceived to be an overall strategy adopted by the researcher whereby different components of the study are integrated in a logical manner to effectively address a research problem. In this study, the researcher employed the survey research design. This is due to the nature of the study whereby the opinion and views of people are sampled. According to Singleton & Straits, (2009), Survey research can use quantitative research strategies (e.g., using questionnaires with numerically rated items), qualitative research strategies (e.g., using open-ended questions), or both strategies (i.e., mixed methods). As it is often used to describe and explore human behaviour, surveys are therefore frequently used in social and psychological research.
3.3
POPULATION OF THE STUDY


According to Udoyen (2019), a study population is a group of elements or individuals as the case may be, who share similar characteristics. These similar features can include location, gender, age, sex or specific interest. The emphasis on study population is that it constitute of individuals or elements that are homogeneous in description. 


This study was carried out to examine developing cooperative insurance in Nigeria: problems and prospects. Selected staff of National Cooperative Insurance Society Abuja form the population of the study.
3.4
SAMPLE SIZE DETERMINATION

A study sample is simply a systematic selected part of a population that infers its result on the population. In essence, it is that part of a whole that represents the whole and its members share characteristics in like similitude (Udoyen, 2019). In this study, the researcher adopted the convenient sampling method to determine the sample size. 
3.5
SAMPLE SIZE SELECTION TECHNIQUE AND PROCEDURE

According to Nwana (2005), sampling techniques are procedures adopted to systematically select the chosen sample in a specified away under controls. This research work adopted the convenience sampling technique in selecting the respondents from the total population.

In this study, the researcher adopted the convenient sampling method to determine the sample size. Out of all the entire population of staff of the National Cooperative Insurance Society, the researcher conveniently selected 40 out of the overall population as the sample size for this study. According to Torty (2021), a sample of convenience is the terminology used to describe a sample in which elements have been selected from the target population on the basis of their accessibility or convenience to the researcher.
3.6 
RESEARCH INSTRUMENT AND ADMINISTRATION

The research instrument used in this study is the questionnaire. A survey containing series of questions were administered to the enrolled participants. The questionnaire was divided into two sections, the first section enquired about the responses demographic or personal data while the second sections were in line with the study objectives, aimed at providing answers to the research questions. Participants were required to respond by placing a tick at the appropriate column. The questionnaire was personally administered by the researcher.
3.7
METHOD OF DATA COLLECTION

Two methods of data collection which are primary source and secondary source were used to collect data. The primary sources was the use of questionnaires, while the secondary sources include textbooks, internet, journals, published and unpublished articles and government publications.
3.8
METHOD OF DATA ANALYSIS

The responses were analysed using the frequency tables, which provided answers to the research questions. 
3.9
VALIDITY OF THE STUDY

Validity referred here is the degree or extent to which an instrument actually measures what is intended to measure. An instrument is valid to the extent that is tailored to achieve the research objectives. The researcher constructed the questionnaire for the study and submitted to the project supervisor who used his intellectual knowledge to critically, analytically and logically examine the instruments relevance of the contents and statements and then made the instrument valid for the study.
3.10
RELIABILITY OF THE STUDY

The reliability of the research instrument was determined. The Pearson Correlation Coefficient was used to determine the reliability of the instrument. A co-efficient value of 0.68 indicated that the research instrument was relatively reliable. According to (Taber, 2017) the range of a reasonable reliability is between 0.67 and 0.87.
3.11
ETHICAL CONSIDERATION

he study was approved by the Project Committee of the Department.  Informed consent was obtained from all study participants before they were enrolled in the study. Permission was sought from the relevant authorities to carry out the study. Date to visit the place of study for questionnaire distribution was put in place in advance.
CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

INTRODUCTION

This chapter presents the analysis of data derived through the questionnaire and key informant interview administered on the respondents in the study area. The analysis and interpretation were derived from the findings of the study. The data analysis depicts the simple frequency and percentage of the respondents as well as interpretation of the information gathered. A total of ninety forty (40) questionnaires were administered to respondents of which only thirty six (36) were returned and validated. This was due to irregular, incomplete and inappropriate responses to some questionnaire. For this study a total of 36 were validated for the analysis.

4.1
DATA PRESENTATION
Table 4.2: Demographic profile of the respondents

	Demographic information
	Frequency
	Percent

	Gender

Female
	
	

	
	28
	77.8%

	Male
	8
	22.2%

	Age
	
	

	20-29
	10
	27.7%

	30-39
	16
	44.4%

	40+
	10
	27.7%

	Marital Status
	
	

	Single 
	11
	30.5% 

	Married
	20
	55.6%

	Separated
	0
	0%

	Widowed
	5
	13.8%

	Education Level
	
	

	WAEC
	0
	0%

	OND
	13
	36.1%

	BSC
	15
	41.7%

	MSC
	8
	22.2%


Source: Field Survey, 2021

Question 1: Are insurance co-operatives being carried on in Nigeria on a scale suitable for the economic development of the country and for the welfare of the citizens?
	Option
	Frequency
	Percentage

	Yes 
	18
	50

	No  
	10
	27.7

	Undecided 
	8
	22.2

	Total 
	36
	100


From the table above, 50% of the respondents accepted yes, 27.7% accepted very no and 22.2% were undecided.

Question 2:  Is there room for further development of insurance co-operative in Nigeria in view of preventing socio-economic and political problems and constrict?

	Option
	Frequency
	Percentage

	Yes  
	16
	44.4

	No  
	15
	41.6

	Undecided 
	5
	13.8

	Total 
	36
	100


From the table above, 44.4% of the respondents said yes, 41.6% said No, and 13.8% said undecided.

Question 3: How can a sound insurance co-operative be organized?

Respondent on question 3

	S/N
	ITEM STATEMENT
	SA

4
	A   3
	D   2
	SD  1
	X
	S.D
	DECISION

	1
	Re-investment by government into the co-operative society
	30
	4
	2
	0
	3.7
	5.2
	Accepted

	2
	Investment by insurance society into other sectors
	19
	10
	6
	1
	3.3
	5.1
	Accepted

	3
	Introduction of quality packages
	12
	17
	3
	4
	3.0
	5.05
	Accepted


Source: Field Survey, 2021

In table above, item1 with mean response of 3.7 accepted that Re-investment by government into the co-operative society. Item 2 with mean score of 3.3 also accepted Investment by insurance society into other sectors and Item 3 with mean score of 3.0 accepted Introduction of quality packages. Item 1,2,3  have mean scores above 2.50. This indicates that respondents accepted how a sound insurance co-operative be organized
CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATION

5.1
SUMMARY

In this study, our focus was to investigate  cooperative insurance in Nigeria: problems and prospects, using selected staff of National Cooperative Society, Abuja as a case study. The study specifically was aimed at whether insurance co-operative is being carried on in Nigeria on a scale suitable for the economic development of the country and for the welfare of the citizens, whether there is room for further development of insurance co-operative in Nigeria in view of preventing socio-economic and political problems and constrict and, examine how a sound insurance cooperative can be organized. This study was anchored on Modern Theory of Financial Inter mediation.


The study adopted the survey research design and conveniently enrolled participants in the study. A total of 36 responses were received and validated from the enrolled participants who are all staff of the National Insurance Co-operative Society, Abuja. 

5.2
CONCLUSION

Based on the finding of this study, the following conclusions were made:

Insurance co-operatives being carried on in Nigeria on a scale suitable for the economic development of the country and for the welfare of the citizens
There is room for further development of insurance co-operative in Nigeria in view of preventing socio-economic and political problems and constrict
5.3
RECOMMENDATIONS
In the light of the findings and conclusions, the following recommendations are hereby proposed: 

Re-investment by government into the co-operative society
Investment by insurance society into other sectors and
Introduction of quality packages. 

Are some of the ways a sound co-operative can be organized.
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APPENDIXE 

QUESTIONNAIRE

PLEASE TICK [√] YOUR MOST PREFERRED CHOICE(S) ON A QUESTION.

SECTION A

PERSONAL INFORMATION
Gender

Male ( )

Female ( )

Age

20-29 ( )

30-39 ( )

40+ ( )

Marital Status

Single ( )

Married ( )

Separated ( )

Widowed ( )

Education Level

WAEC ( )

OND ( )

BSC ( )

MSC( )

SECTION B

Please note that SA is for strongly agree, A is for agree, D is for disagree and SD is for strongly disagree

Question 1: Are insurance co-operatives being carried on in Nigeria on a scale suitable for the economic development of the country and for the welfare of the citizens?
	Option
	Please tick

	Yes 
	

	No  
	

	Undecided 
	


Question 2:  Is there room for further development of insurance co-operative in Nigeria in view of preventing socio-economic and political problems and constrict?
	Option
	Please tick

	Very effective 
	

	Effective 
	

	Not effective
	


Question 3:How can a sound insurance co-operative be organized?

	S/N
	ITEM STATEMENT
	SA


	A   
	D   
	SD  

	1
	Re-investment by government into the co-operative society
	
	
	
	

	2
	Investment by insurance society into other sectors
	
	
	
	

	3
	Introduction of quality packages
	
	
	
	


