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TRANSFORMING THE INSURANCE SECTOR IN NIGERIAIN
US!NG THE FSS2O2O PIATFORM.

Chris Okey Muo Esq
Heod. lnsuronce Sector, FSS 2020.

lnsuronce is o form of risk
monogement primorily used to
hedge ogoinst the risk of o
contingent, uncertoin loss.

Technicolly, it is the bedrock of
every economy ond contributes
to the eornings of most
economies of the world. The
primory functions of insuronce
ore cs follows; To provide
protection ogoinst future risk ond
uncertointy; Collective risk
beoring ond shorlng of finonciol
loss; Evoluoting risk os bosis for
oscertoining the premium rote os
well; Provides for ond chonges
uncertointy into certointy; lt is on
olorm system thot provides ond
prevents oppropriote volue io
the losses; ond lt serves os sovings
ond investment tools. The
Notionol lnsuronce Commission
(NAICOM) is the stotutory
Regulotory body of insuronce
business creoted to ensure the
effective odministrotion,
supervision ond regulotion of
insuronce business ond regulote
tronsoctions between insurers
ond reinsurers within ond outside
Nigerio

lnsuronce sector world-over,
holds o lot of potentiol ond
contributes to the GDP of most
countries. Unfortunotely in

Nigerio, mojority of the people
ore not owore of the functions
ond benefits of insuronce policy.
For this reoson, the Nigerion
insuronce sector needs to be
repositioned ond enhonced like
thot of other countries of the
world. Nigerion lnsuronce morket
is still stunted ond frought with
lock of copocity, trust, low
potronoge by government ond
public opothy, ond reforms
which drives sofety. The existing
gops in the legol ond regulotory
fromework of the lnsuronce Act
2OO3 which hinder the
development of the Sector
require urgent omendment. ln
procticol terms, there ore less
thonl4million insuronce policy
holders in Nigerio with o
populotion of over 170 million
which tronslotes lo 7.8% of
insuronce coveroge ond
penetrotion os of Moy
20l7.Bosed on ihe currenl 7.87o
coveroge, the possibility of
ochieving the 28% torget by the
end of 2017 is about 2O%. The
percentoge contribution of
lnsuronce sector to GDP in
Nigerio todoy stonds at is 0.44%
which is very low.

FSS2020 lnsuronce Vision:
To become on insuronce morket
of first Choice in Africo noted for
high level of copocity,
tronsporency, efficiency ond
sofety ond ottoins the 15th
position in world insuronce
premium generotion by the yeor
2020".

FSS2020 lnsuronce Mission:
To develop on lnsuronce Sector
thot drives ond protects the
economy through effective ond
efficient morket structure

FSS2020 lnsuronce sector hos 4
cordinol objectives which in
colloborotion with NAICOM, ore
oimed of deepening the
insuronce morket. lnsuronce

sector Objectives ore: Ensuring
lnsuronce credibility ond
protecting policy holders;
Embedding governonce ond risk
monogement fromework for the
lnsuronce Componies;
Enhoncement of occess to
finonce (finonciol inclusion) with
business development support
ond new products ond Risk bosed
copitolizotion of lnsuronce
Componies.

FSS202O INSURANCE SECTOR
TRANSFORMATIONAL PROGRAMS
(TPs).
There ore bosicolly 3TPS under the
FSS2020 lnsuronce Sector; TPl5,
TPl6ondTPlT.
(o) TP'15- Moss lnsuronce
Encourogement ond micro
lnsuronce progrom
(b) TPl6- lnsuronce Morket
Conduct fromework - Which will
go o long woy in helplng to
increose the sector's credibility
ond protect pollcy holders.
(c) TP l7- A fromework-
coordinotion for lnsuronce
Regulotory Enforcement.

The focus of FSS2020 is to
colloborote with NAICOM os the
lnsuronce Regulotory lnstitution,
to ochieve the objectives os
encopsuloted under the
Tronsformotionol Progroms,
support ond sensitize the generol
public on Micro insuronce
(including 'Tokoful) in order to
ignite public interest ond
confidence in lnsuronce in
Nigerio.

FSS2020 provide o colloborotive
plotform for the promotion of
compulsory lnsuronce
enlightenment by NAICOM for
every sector of the society, ond
encouroge enforcement of the
insuronce policies in both public
ond privote sector to increose
porticipotion ond contribution of
insuronce lndustry to the GDP.
This dreom is subject to corrying
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out enormous reforms in the
insuronce sector oround the
following oreos: o) Ensuring
thot the sectoris finonciolly sound
(copocity wise); b) Creoting
on efficient, profitoble morket
structure to tronsform overoll
penetrotion ond gross premium
(efficiency wise); (c) Creoting
consumer trust in the sector
(sofety) ond (d) To leveroge on
ICT to drive insuronce
penetrotion in modern times ond
enhonce communicotion ond
odvococy.

FSS2020 hos continued to enjoy
the mutuol relotionship with
NAICOM towords ochieving the
set objectives ond other oreos of
interest thot could be flogged by
the Regulotory body for their
oction ond ottention in the
overoll interest of the Nigerio
finonciol sector. Agoinst this
bockground, FSS2020 hos
identified the mojor weoknesses,
threots ond key sector
chollenges of the insuronce
industry in Nigerio. These ore to
enoble the Regulotory body to
oddress the issues ond re-position
the sector to meet internotionol
best proctice ond globol
stondords.
ON GOING ACIVITIES IN
INSURANCE SECTOR
Compulsory lnsuronce is being
vigorously pursued ond stonding
Committee hos been set up by
NAICOM to ensure odequote
protection of Government
strotegic Assets ond monitor
complionce. Also colloborotive
plon hos been concluded with
some Stote Governments ond
MDAs on the enforcement of
compulsory lnsuronces including
government buildings. The
proposed lnsuronce
Amendment Bill is in the works to
strengthen the regulotory
oversight of NAICOM. A
Ministeriol Technicol Committee
on the Amendment Bill hos
concluded its ossignment ond
the report is due for presentotion
to the Notionol Assembly. Other
oreos being oddressed presenfly

in the industry include;
Micro lnsuronce scheme- The
torget is to ensure morket
penetrotion ond deepen the
insuronce industry. lt ls on-going
ond being pursued by NAICOM
to ensure the number of insured
ond policy holders is increosed to
odd to the GDP. NAICOM is fully
committed to the promotion of
finonciol inclusion through
Tokoful (lslomic /Ethicol
lnsuronce) ond micro insuronce.

Enforcemenl of Compulsory
lnsuronce: Sections 64 ond 65 of
the lnsuronce Act 2003, NAICOM
is to reenergizes on the
compoign towords enforcement
of compulsory insuronces in
Nigerio to enhonce the industry s

contribution to GDP ond reduce
exposure to risk by the public thot
go in ond out of public building.
FSS2020 colloborotes with
NAICOM to ensure synergy is

sustoined in this regord.

Aworeness ond Confidence
Building: FSS2020 is colloboroting
with NAICOM to ensure mossive
public oworeness is creoted in
the insuronce industry ond
restorotion of insuronce
credibility ond reliobility in Nigerio
to restore public confidence ond
ottroct potronoge.

Prompt Selllement of Cloims:
FSS2020 colloborotes with
NAICOM to sensitize the
orgonisotion on the need to
prompily settle oll cloims to the
holders of insuronce policy in the
industry once the risk occurs. This
is extensively on -going with
severol cloims now poid
promptly.

Attroction of lnternotionol
lnvestors ond new products: The
regulotory body -NAICOM is olso
working hord to ensure credible
lnsuronce Brokers ond
internotionol investors ore
ollowed to breost the tope ond
moke inroods in the morket with
new products ovoiloble. The
FSS2020 will continue to
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colloborote with the body to
ensure thot it meets the globol
stondords ond best proctice
when benchmorked
internotionolly.

lnsuronce And Eose of Doing
Business in Nigerio- Working in
colloborotion with Presidentiol
Committee on eose of doing
Business to lessen the difficulty in
doing business ond enhonce
investors' confidence in the
industry with odequote
incentives ond enobling
environment for the business to
thrive.

Proposed lnsuronce Forum:
FSS2020 is working closely with
NAICOM,NIA, NCRIB, octuories,
brokers, ond other key Insuronce
componies to hold on insuronce
sector forum to discuss woys to
improve the insuronce industry in
Nigerio.

Recopitolizotion of lnsuronce
Componies, Copitol odequocy,
verificotion of insuronce
componies, Corporote
Governonce fromework ond
review of lnsuronce guidelines for
brokers ond licensing ogents.

Notwithstonding these loudoble
octivities there ore inherent
weoknesses, threots ond other
key sector chollenges which the
Regulotory body hos to squorely
oddress in order to cotch up with
the best globol proctice ond
fortify the sector.

WEAKNESSES OF THE INSURANCE
SECTOR
The lnsuronce sector hos some
weoknesses including Llmited
regulotory tools ond regulotory
outonomy; Limited cooperotion
of enforcement ogencies to
enforce compulsory insuronce;
Lock of ICT tools in the insuronce
to drive penetrotion in Nigerio;
Lock of innovotive insuronce
products to meet the needs of
the public; Too much emphosis
on corporote insuronce
occounts rother thon retoil;
Deloy in setllement of the
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insured; Unheolthy competition
omongst insuronce proctitioners;
lnodequote funding for
regulotory role; ond Limited
speciolized humon resources.

THREATS OF THE INSURANCE
SECTOR
There ore olso some threots thot
homper the growth of the
insuronce industry which need to
be oddressed which include but
not limited to Public perception
of insuronce; legislotive
bottleneck in the possoge of
lnsuronce Amendment lows;
Prevoiling economic conditions
e.g. rote of inflotion on policy
poyouts, double toxotion on
policy holders; Crime level in the
society; lnsufficient doto obout
insuroble populoce ond Lengthy
ond expensive judiciol processes
in resolution of disputes

INSURANCE SECTOR KEY
CHALLENGES
The sector generolly hos some
chollenges which need to be
oddresses in order to reposition
the industry such os lnodequote
speciolized monpower to
develop the products; Limited
resources for the regulotor to fully
monitor the sector; Lock of
infrostructure/ technology to
weed out foke insuronce
certificotes; Cumbersomeness of
insuronce policies; Limited
knowledge obout policies ond
products by the populoce;
Deloys in regulotory opprovol
process; Lock of deeper
understonding of consumers'
needs; Non-odoption of
oppropriote lT systems to drive
service efficiency; lnodequote
investment monogement skills;
imprecision in cloims settlement;
Limited understonding ond
ottention of the retoil segment of
the morket ond; Low copitoldue
to poor copitolizotion of
insuronce componies

PROPOSED AREAS OF
INTERVENTION AN D MITIGATION
ln order to oddress the
chollenges ond weoknesses of
the Insuronce sector, FSS2O20 is

proposing the following
interventions : Enoctment of o
minimum stondord for cloims
settlement; Engogement of
stokeholders for inclusion of
lnsuronce studies in the
curriculum of tertiory institutions;
Colloborotion with NAICOM &
NIA to creote more ovenues/
chonnels to redress comploints
ond meet quorterly of the
FSS2020 lnsuronce forum for
updote; Focilitote publicotion of
lnsuronce Act into mojor
longuoges for understonding of
the generol public ond enhonce
insuronce oworeness; Focilitote
the use of technology in
insuronce industry;Support NIA &
NAICOM in the implementotion
of morket conduct guidelines;
Focilitote copocity building for
lnsuronce lnspectors (to monitor
complionce with stondords on
cloims ond morket
conduct);Focilitote the creotion
of on insuronce dotobose of oll
existing policy certificotes;
Employ the services of Finonciol
Ombudsmon for dispute
resolution ond Focilitote
Enlightenment ond odvococy
Progrommes on the ovoiloble
insuronce products ond policies.

A CASE FOR THE AMENDMENT OF
INSURANCE ACT2OO3
FSS2020 odvocotes for the
Amendment of lnsuronce Act
2003 with the view of oddressing
the following: The need to give
NAICOM outonomy os o
Regulotory body; For strong legol
fromework os o regulotor to deol
with recent chollenges focing
the lnsuronce industry ond meet
present reolities; To ensure
enforcement ond complionce
by operotors with oll lnsuronce
guidelines ond regulotions os
might be spelt out by NAICOM os
o regulotor; To guorontee re-
copitolizotion of lnsuronce
componies to meet huge
insuroble risks from oll spheres
ond restore insuronce credibility;
ond to engender better
cooperotion omongst lndustry
operotors, ployers ond
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stokeholders olike

Conclusion
ln odvonced economies like
USA, UK ond Chino, lnsuronce is o
security identity key ond
contributes heovily to their GDP.
ln Nigerio, o lot of
communicotion ond odvococy
on insuronce is required. To do
this, the trust ond confidence of
policy holders must be strong,
restored ond respected. The
leod lnsuronce componies,
brokers ond loss odjusters, must
be credible os they stond in
fiduciory relotionship with the
policy holders whether for life or
non- life policies. Cloims must be
settled promptly. NAICOM os the
regulotor hos to cotch up with
these reolities ond trend which is

globol to ensure higher insuronce
penetrotion ond coveroge in the
industry in our populous country.
However, Funding support for
the Insuronce sector from key
stokeholders especiolly Federol
Government is needed to ensure
the insuronce objectives ore
met. For o stort, oll government
properiy including buildings must
be insured to protect the users
ond the government from
unimoginoble risks going in or out
of the premises ond olso should
improve colloborotion,
communicotion ond odvococy
with NAICOM, stokeholders ond
the public to deepen insuronce
morket in Nigerio. There is need
olso to evolve strotegies to
support the enforcement of
lnsuronce lows ond regulotions
ond promote o quick possoge of
lnsuronce Amendment Bill
presently before the 8thNASS by
the Ministry of Finonce to
guorontee o strong regulotory
oversight; lntensify consumer
protection oworeness ond the
creotion of Ombudsmon to settle
disputes between the regulotor,
operotors ond the public ond
build copocity ocross the sector
to ensure service delivery.
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