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ABSTRACT 

The study examined how an organized traditional insurance can foster economic 

development in Nigeria. The study employed a survey design using a sample of 

355 students selected from the insurance department of Imo state University, 

Owerri. The data for the study were gathered through structured questionnaires 

administered to the students and subsequently analyzed using the Analysis of 

Variance (ANOVA). Three hypotheses were formulated and the ANOVA analysis 

revealed that Advanced Traditional Insurance Policies significantly stimulate 

economic activities in Nigeria.. A greater number of the respondents sampled 

prefer the introduction of a traditional Insurance policy (known as Graduation 

Insurance Policy). The implication of the findings is that the absence of well 

defined traditional insurance policies affects insurance penetration in Nigeria. 

The study concludes that an institutionalized and advanced form of traditional 

insurance can help to stimulate economic activities and reduce the rate of 

unemployment through provision of awareness of savings and investment 

platform and encouraging entrepreneurship mindset. It was recommended that 

insurance companies should design a graduation insurance policy for students in 

higher institution so as to further deepen insurance penetration in Nigeria and 

enhance economic development.  
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Introduction 

Human beings survive in a given environment by sharing their risks. The 

attracting force could be the need to; pay school fees, rent, capital to start 

business, burial expenses, building, etc and this common need will pool them to 
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form a traditional insurance or cooperative where individual members 

contribute to the pool and individual needs are met according to the agreement. 

The unpredictable nature of risk is the reason why we see all kinds of uncertain 

outcomes in life and that has generated the demand of risk sharing and transfer 

measures by populace (Olalekan and Taiwo, 2013). The Nigeria economy is not 

an exception to nature of risk. Asli and Leora (2012) defined Economic 

development as those activities engage by a nation to improve the economic, 

political and social well-being of its people. When the local quality of life is 

improved, there is more economic development. According to the latest poverty 

report by the National Bureau of statistics, NBS, about 112million Nigerians 

(representing 67.1 per cent) of the country’s total population of 167million are 

in the Poverty Range (NBS, 2017).The Nigerian economy is faced with diverse 

risks ranging from political instability, tribal frictions; fall in GDP, high inflation 

rate, high exchange rate, high unemployment rate etc (Soludo, 2015). A 

downturn in the economy leaves the populace to suffer economic crisis which 

affects an average citizen’s purchasing power in the face of inflation.  The mind of 

an average Nigerian in such circumstances is to provide the basic needs of life 

(Shelter, clothing and feeding) (Njegomir and Stojic, 2010). 

In our society today, it’s common to see small contributory saving schemes where 

market women, workers in an organization, students, church members and 

estate members, society and communities, religion groups, trade union 

associations, and group of individuals contribute certain percentage of their 

trading profits, bonuses, salaries and wages on daily, weekly, monthly bases 

against death, sickness, property, financial and security losses.. Liyan et al 

(2010),enumerated some of the challenges of traditional insurance as; no legal 

framework or backing , most times there is no written document stating the 

agreed terms guiding the process, contributors are most times faced with the risk 

of losing their contributions in the hands of dishonesty or fraudulent 

leaders/collectors (morale hazards), it’s an informal arrangement, no technical 

advice of experts on loss prevention and minimization, with the resultant 

depletion on the fund for its legitimate purposes and thus making statistical 

analysis more difficult, emotions and human feelings might lead to giving out loan 

to contributing members in times of economy hardship thus defeating the 

security purpose which the pool was created for. The traditional insurance 

practice lacks investment principles and ideas on how such generated idle fund 

could be reinvested to boost their returns (Liyan et al, 2010). These challenges 

warranted evaluation of the implications of advanced traditional insurance to 

economic development in Nigeria. The inadequacy of the Traditional Insurance 
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to bear catastrophic risk is the major reason for the scientific and organised 

application of Insurance System (Rejda, 2005).The objective of the study is 

examine how an organized traditional insurance can foster economic 

development in Nigeria The study cover Insurance and Actuarial science 

undergraduate students of one hundred levels to four hundred levels students of 

Imo State University Owerri.  It will serve as a business proposal to insurance 

companies in Owerri to explore and foster financial security among students 

through innovative traditional insurance policies in order to enhance economic 

well-being and development in Nigeria. 

 

Review of Related Literature 

Concept of Traditional Insurance  

Heubner (1959) defined Insurance from community Standpoint as an 

arrangement between groups of people who come together to pay into a pool of 

fund in which member or members who suffer losses (insured peril) are 

compensated from the pool. Insurance is a device that spread the risk of loss 

among a group of individuals who have contributed funds for the possibility of 

financial losses. It is a method of transferring the risk to the group whereby the 

individual pays a prescribed premium based on the probability of possible loss 

instead of having to borne the entire loss alone should it occur. Risk transfer 

entails risk handling strategies (Remi, 2004). Apampa (2017) talks about the old 

contributory savings schemes as its success depends on the clan nature of its 

members. He said clans are able to pool risks and share rewards without the strict 

valuation that a market system calls for or without an intricate system of laws 

that a bureaucratic form of control requires. It was also discovered in the book 

that clan (Adashe, Esusu, Ajo) are not a solely Nigerian phenomenon as the 

concept can also be traced to some Africa countries. He concluded that a clan 

mechanism (Traditional system) of control is a simple way to improved 

corporate governance practices across board will help to attract sustainable 

investments, which would contribute to the growth of this nation. The challenge 

has been how safe are the investments, on strict valuation using the market 

system and the security of the scheme in a situation of default which leaves the 

contributors in misery.  

The traditional Insurance as a form of social insurance in the Nigerian society has 

evolved through the existence of extended family system and social associations. 

These traditional insurance policies include periodical contributions such as Ajo, 

Esusu, Adashe, and Oha practiced among age grades and other unions (Ujumadu, 

2017). Benefits of the accumulated funds are taken depending on priority needs 
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of participants or in order of turns (Remi, 2004). Nwite (2004) opines that 

traditional insurance as ‘brothers’ keeper’ fraternities include age grades, 

extended family structures, social clubs, kinsman sting and other various forms 

of communal contributions which were panel to victims of theft, flood, fire, 

windstorm and communal clashes. 

The objective of Traditional Risk sharing system is the same as the modern day 

insurance where every contributing members would rally round any member 

that suffers a loss or misfortune such as death, illness, unemployment or 

sometimes may be given financial assistance for marriage, investment, payments 

(school fees and bills) and other form of celebrations depending on the interest 

of the group (Usman, 2015).Traditional Insurance leaves its member with added 

advantages; the risk is retained within the given association/organization as 

there are no market transactions, no large administrative expenses, members’ 

contributions are low and at a general fixed rate, no disputes during the time of 

claims as all members are witnesses of the event, no self-decision taking, reserves 

are used for the general members benefit.  

 

Concept of Modern Insurance  

A modern insurance is a legal contract by which the insurer assumes legal 

responsibility of restoring the insured financial position before the loss upon the 

payment of premium. The insurance premium is considered income by the 

insurance company once it is earned, and also represents a liability in that the 

insurer must provide coverage for claims being made against the policy (Liyan et 

al, 2010).Insurance risk transfer is a mechanism whereby an individual or 

organization shifts its financial and material (burden) risk to the insurance 

company or any other third party upon payment of premium (consideration). 

Risks can be transferred either through insurance on non-insurance strategies. 

The advance or scientific process of Insurance is the application of the principles 

of Insurance, the underwriting procedures; completion of proposal form, 

payment of premium, and issuance of policy form. Insurance companies are big 

conglomerate. They have a strong capital base that can absorb a catastrophic risk 

which traditional insurance cannot cater for. The recapitalisation of Insurance 

industry has increased the minimum share capital for insurance companies and 

strengthens their capital base as Limited Liability Company under strong 

government supervision and monitoring.  Insurance companies have a wide 

range of cover for the public to secure them against the financial loss they might 

suffer at the occurrence of a loss. Insurance business is a well regulated business 

in Nigeria with the National insurance commission (NAICOM) saddled with the 
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responsibility of supervising, regulating and controlling insurance business in 

Nigeria (NAICOM, 2017). Traditional and Modern Insurance share 

commonalities like premiums (contributions) are placed in a fund i.e. pooling of 

resources; payment from the accumulated fund is distributed to individuals who 

suffer losses; risks are transferred from one person to the group and shared 

equally among all members of the group. When people facing a common risk pool 

their resources, they create an accumulation of funds from which individual 

losses can be paid. However , it is  believed that modern insurance transactions 

are somewhat different from those used by our forefathers (traditional 

insurance), but the process and the end result are  the same as each seek to 

reduce the burden of risk or losses on an individual who could be devastated at 

the time of misfortune (Ujumadu, 2017). 

 

Advanced Insurance and Economic Growth in Nigeria  

Statistics have shown that Nigeria is a developing country with a large number of 

its citizens living below standard of living (UNDP, 2011).  Insurance penetration 

in Nigeria has not been deepening and is considerably low when compared to 

other economies in Africa like South Africa and Ghana (NIA, 2015). Traditional 

system of risk sharing is crude or primitive forms of mutual and social insurance 

scheme which lack the general provision of standard Insurance practices such as 

financial security, fidelity guarantee and stabilization of results. We strongly 

admit that one of the ways to penetrate the local market is by capturing and 

strengthening traditional insurance in practice among the informal sector. It 

strengthens the member’s confidence to embark in big ventures and provides 

safety and brings peace of mind amongst citizens. It builds their financial 

independence and security, promotes wealth creation through group members 

savings, thereby fostering economic development. The group members leverage 

on risk management advisory role to individuals and organizations on risks 

exposed and their impact; the participants have access to investment 

opportunities and business consultancy services are also provided (Nelson, 

2010). It encourages entrepreneur mindset and will reduce the unemployment 

rates that will curb the economic downturn. The acumulated fund by the insurer 

is reinvested thus serving as a source of revenue generation for the government. 

 The theoretical basis for this study is the law of large numbers, financial 

intermediation theory, informational asymmetry models and development 

hypothesis theory and financial repression theory. The law of large numbers also 

called the “law of averages” principle holds that the average of a large number of 

independent identically distributed random variables tends to fall close to the 
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expected value. This result can be used to show that the entry of additional risks 

to an insured pool tends to reduce the variation of the average loss per 

policyholder around the expected value (Gustavson, 1994). When each 

policyholder’s contribution to the pool’s resources exceeds the expected loss 

payment, the entry of additional policyholders reduces the probability that the 

pool’s resources will be insufficient to pay all claims. Thus an increase in the 

number of policyholders strengthens the insurance by reducing the probability 

that the pool will fail (Gustavson, 1994). Financial Intermediation Theory 

Saunders & Million (2008) points out that; financial intermediation is seen as the 

extent to which financial institutions (banks or insurer) brings deficit spending 

units and surplus spending units together. Such a joining of spending units is 

likely to result in more deepening of the financial system. (Goldsmith, 1969). In 

other words, there will be more investment in the economy through the financial 

System. Informational Asymmetry Models Andreu (1995), Information 

asymmetry models assume that at least one party to a transaction has relevant 

information whereas the other(s) do not. Some asymmetric information models 

can also be used in situations where at least one party can enforce, or effectively 

retaliate for breaches of, certain parts of an agreement whereas the other(s) 

cannot. The two critical informational problems that any insurance program 

faces are adverse selection and moral hazard. They are intimately tied to the 

difficulties associated with measuring risks and monitoring customer behavior. 

It may be very difficult for private entities to measure risks, collect relevant data, 

monitor producer behavior, and establish and enforce underwriting guidelines. 

The Development Hypothesis Theory and presupposes that lack of a developed 

financial infrastructure restricts economic growth making the focus of policy at 

each point in time being to ensure that the financial system operates efficiently. 

The theory supports a measure of intervention as being important and in fact 

necessary for meaningful growth like advance traditional insurance. Various 

policies should thus be put in place to encourage and promote the activities of 

financial institutions.  

Our study rely heavily on the theory law of large numbers to more accurately 

estimate the value and frequency of future claims paid out to policyholders. When 

it works correctly, insurance companies become more stable than they otherwise 

would have been. Consumers of insurance are more likely to pay a fair and 

accurate premium for their coverage, and the entire financial system is more 

stable. However, the theoretical benefits from the law of large numbers do not 

always hold up in practical reality (WorldBank and GAVI Alliance, 2010). The law 

of large numbers stems from probability theory in statistics. It proposes that 

http://www.investopedia.com/terms/l/lawoflargenumbers.asp
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when the sample of observations increases, variation around the mean 

observation declines. In other words, the average value gain predictive power 

and is more likely to represent the expected value. 

 

Relevance of the Theory of Large Numbers to Advance Traditional Insurance 

Practice 

Assuming we have 100 students admitted into the Department of Insurance, Imo 

State University Owerri, Nigeria, the individual students may find it difficult to 

buy insurance policy or it may not probably occur to them to do so. Naturally they 

will prefer to keep their savings in the bank or build a box in that regard for 

weekly or monthly savings or better still join esusu or its kinds.  However, there 

is every tendency for the student to tamper with the fund prior to the maturation 

period. This is possible because such systems are informal and lack structures 

that deny one access to the fund until the agreed maturation date (Rejda, 2005). 

Students face similar risk of finishing through school, unemployment and lack of 

capital to start up a business after graduation. With this background, they can 

come up as a group contributing daily or weekly into to a common pool with 

agreed terms, conditions, timing, benefits and penalty of defaulters and equally 

appoint an administrator or a leader (Ehiogu, 2018). A practical example of this 

is such that if the students agree to contribute three hundred naira (#300.00) 

each on daily basis into this pool, the contribution of each student in a year will 

be: N300 x 365 = N109, 500 (One Hundred And Nine Thousand Five Hundred 

Naira) . In four (4) years time, total amount contributed will be: N109, 500 x 4 = 

N438, 000) (Four Hundred and Thirty Eight Thousand Naira). The yearly 

contribution of the 100 students becomes: N300 x 100 (students) x 365 (days) = 

10,950,000= (Ten Million, Nine Hundred and Fifty Thousand Naira. In four years 

time (i.e. upon graduation) the students collectively must have accumulated N10, 

950,000 x 4 = N43, 800,000 (Forty-Three Million, Eight Hundred Thousand 

Naira) all things being equal (Ehiogu, 2018).  

The above system is a typical traditional insurance or cooperative scheme 

promoting and encouraging economic activities among member group but it 

lacks financial security and legal framework in its operations (Ehiogu, 2018). 

Tijani (2016) posits that formalization of traditional insurance practices is key to 

developing the overall well-being of the populace and safeguarding rural income 

in Nigeria. 

Empirically, Lloyds (2017) investigated Insurance in Developing countries by 

exploring opportunities in Micro-insurance. They opined that the potential 

market for insurance in developing economies is estimated to be between 1.5 and 
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3billion policies. There analyses found a significant demand for a range of 

insurance products from health and life, agricultural and property insurance, to 

catastrophe cover. Furthermore, they found that besides profits, there are several 

other benefits for commercial insurers providing micro-insurance: a larger and 

diversified risk pool, benefits to reputation, and market intelligence and 

innovation that can be applied to other business activities. They concluded that 

in the longer term, the combination of first mover advantages and sustained 

growth in developing markets can lead to strong future business prospects. They 

recommended for a Community-based informal insurance schemes which will 

prove valuable sources of innovation.  

Denise, Garand and Donna (2013) studied Inclusive Insurance in Nigeria by using 

descriptive market analysis and regulations. They found that there is limited 

public awareness of insurance in Nigeria, and distrust by those who are aware of 

it, particularly in urban areas. They opined that the very low penetration of 

insurance coupled with a large and growing population and economy represent 

an attractively large potential market. Among the recommendations they made 

are that the top priority for creating an inclusive insurance sector in Nigeria is 

improving public confidence, trust and awareness which will depend on strong 

investment in capacity building, innovative and cost-effective delivery channels. 

In addition, they stressed that the regulatory and policy framework and 

supervisory system need to support inclusive insurance. 

 

Research Method 

This research work employed the Survey research design. The area of study is the 

Department of Insurance in Imo State University Owerri, Nigeria. The population 

comprises of the entire students of the department covering first, second, third 

and final year students. Statistics gathered from the department shows the 

population distribution of insurance students from year 1 to Final year is 370 

students (Department of insurance, 2018). Therefore, given that the total 

population is a finite population, our sample size becomes 370. This is adopted 

based on the recommendation of Nworgu (2015). The major instrument used for 

data collection is Open-ended structured questionnaire. The questionnaire was 

subjected to face and content validation by consulting renowned researchers 

who made valuable inputs towards the standardization of the research 

instrument. The questionnaire gave a reliability coefficient of 0.861 using the 

Cronbach’s Alpha representing 86.1% reliability which is permissible (Del, 

2002). In order to ensure high response percentage, the questionnaires were 
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administered in person and collected which gave us 96% response rate. A total 

of 15 questionnaires were void.  

 

This is summarized in the table below; 

INSTITUTI

ON 

POPULATI

ON 

SAMP

LE 

SIZE 

QUESTIONNAI

RES 

DISTRIBUTED 

QUESTIONNAI

RES 

RETURNED 

RESPON

SE RATE 

DEPT. OF 

INSURANC

E, IMSU 

OWERRI 

370 370 370 355 96% 

Source: Researcher’s Field Survey, (2018)  

 

The questionnaire responses are presented in a frequency table showing the 

percentage responses to each questionnaire item and analyzed using the Analysis 

of Variance (ANOVA) which is computed using the Statistical package for Social 

Science SPSS. The questionnaire were structured based on the 4-point Likert 

scale; strongly Agree (SA) = 4, Agree (AG) = 3, Disagree (DA) = 2, Strongly 

Disagree (SD) = 1.  

The Analysis of Variance (ANOVA) determines the existence of differences among 

several population means (Egbulonu, 2007). It is based on the comparison of the 

amount of variation in each of the questionnaire responses. Based on the ANOVA 

F-test decision rule, we reject the null hypotheses when the F-statistic is greater 

than the F-table, otherwise; we accept the null. 

 

Empirical Results 

Table 1: The responses for the research questions are presented and interpreted 

as follows: 

S/N RESEARCH QUESTION 1 YES NO MEAN 

1. Are you aware of traditional 

Insurance Policies? 

265 

(75%) 

90 

(25%) 

3.75 

Source: Researcher’s Field Survey, (2018)  

 

The above response table show that 75% of the respondents are aware of the 

existence of traditional insurance policies while only 25% are not aware. This 

gave us a mean score of 3.75 indicating that majority agree. 
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Table 2: Preferred Traditional Insurance Policy 

S/N RESEARCH QUESTION 2: AS A 

STUDENT WHICH TRADITIONAL 

INSURANCE POLICY IS SUITABLE 

FOR YOU? 

SA AG DA SD MEAN 

2. Graduation Insurance Policy 201 109 25 20 3.38 

3. School Fees Insurance Policy 159 181 15 - 3.41 

4. Age grade insurance  Policy 83 98 79 95 2.48 

5. Business Insurance Policy 93 191 42 29 2.98 

6. Trade union insurance policy 59 71 113 112 2.22 

Source: Researcher’s Field Survey, (2018)  

Note: each of these insurance policies was thoroughly explained to the 

respondents before their responses were sought. 

 

The responses above reveal that the students prefer Graduation insurance policy, 

School fees Insurance Policy and Business Insurance Policy. However, the policy 

with the highest mean score is Graduation insurance policy with mean of 3.38 

hence it is the most preferred by the students. This is closely followed by School 

fees Policy with 3.41 mean score and then Business Policy with mean score of 

2.98. 

 

Test of Hypotheses 

Hypothesis I: Advanced Traditional Insurance Policies do not significantly 

stimulate economic activities Nigeria. 

The table of responses from the questionnaires administered is shown below: 

 

Table 3: Traditional Insurance and Economic Stimulation 

S/N RESEARCH QUESTION 3: DO YOU 

AGREE THAT ADVANCED FORM OF 

TRADITIONAL INSURANCE CAN 

STIMULATE ECONOMIC ACTIVITIES? 

SA AG DA SD MEAN 

7. It builds financial independence and 

security  

155 116 43 41 3.08 

8. Confidence to embark in business 

activities 

209 98 22 26 3.38 

9. Provides safety and brings peace of 

mind amongst students 

194 141 9 11 3.46 
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10. Promotes wealth creation through 

group members savings 

118 175 41 21 3.09 

11. Students leverage on risk management 

advisory role to individuals  

42 209 73 31 2.74 

12. Access to investment opportunities and 

business consultancy services are also 

provided. 

109 165 40 41 2.96 

13. Encourages entrepreneur mindset 143 177 17 18 3.25 

14. Reduce unemployment rate 211 118 11 15 3.48 

15. Stimulates and fosters economic 

development. 

201 96 19 39 3.29 

       

Source: Researcher’s Field Survey, (2018)  

It can be seen that a greater number of the respondents “Strongly Agree” and 

“Agree” that advanced form of traditional insurance helps to promote economic 

activities by ensuring financial security, access to investment opportunities, 

encouraging entrepreneurship and reducing unemployment. The table of 

responses above is subjected to ANOVA test as summarized below: 

 

Table 4: ANOVA Table For Hypothesis One 

Responses 

 Sum of 

Squares 

df Mean 

Square 

F Sig. 

Between 

Groups 

129957.41

7 

3 43319.139 32.136 .000 

Within 

Groups 

43135.333 32 1347.979   

Total 173092.75

0 

35    

Source: SPSS Output (See Appendix) 

 

F-statistic = 32.136 

F-table = F3,32,0.05 =  

 

Decision Rule:  

Since the F-statistic is greater than the F-table value at 5% level of significance, 

we reject the null hypothesis and conclude that Advanced Traditional Insurance 

Policies significantly stimulate economic activities Nigeria. 
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Hypothesis II:  

Mismanagement, unwillingness to insure, lack of savings culture and inadequate 

insurance awareness do not pose serious challenges to the penetration of 

traditional insurance policies in tertiary institutions in Nigeria. 

 

The responses to this questionnaire item are tabulated below: 

Table 5: Challenges of Traditional Insurance Policies 

S/N RESEARCH QUESTION 4: AS A 

STUDENT DO YOU AGREE TO THE 

FOLLOWING AS CHALLENGES OF 

TRADITIONAL INSURANCE POLICIES? 

SA AG DA SD MEAN 

16. The feeling that students don’t have 

enough money  

91 124 71 69 2.67 

17. Fear of 

Mismanagement/embezzlement of the 

fund by the administrator.  

211 93 10 41 3.34 

18. Most students lack the will to insure 

even when they have enough money  

253 82 15 5 3.64 

19. They are not patient 99 96 81 79 2.61 

20. Absence of well defined insurance 

policy for students 

223 101 14 17 3.49 

21. Lack of savings culture and 

entrepreneurship mindset among 

students. 

75 58 98 124 2.24 

22. Absence of   awareness campaign by 

insurance representatives on insurance 

policies and its benefits  

187 153 7 8 3.46 

Source: Researcher’s Field Survey, (2018)  

The ANOVA analysis computed using the above table of responses is as follows: 

 

Table 6: ANOVA Table For Hypothesis Two 

Responses 

 Sum of 

Squares 

df Mean 

Square 

F Sig. 

Between 

Groups 

65518.393 3 21839.464 9.033 .000 

Within 

Groups 

58024.857 24 2417.702   
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Total 123543.25

0 

27    

Source: SPSS Output (See Appendix) 

 

F-statistic = 9.033 

F-table = F3, 24, 0.05 =  

 

Decision Rule:  

The F-statistic is greater than the F-table; therefore, we reject the null hypothesis 

and accept the alternative hypothesis. We conclude that Mismanagement, 

unwillingness to insure, lack of savings culture and inadequate insurance 

awareness pose serious challenges to the penetration of traditional insurance 

policies in tertiary institutions in Nigeria. 

In order to buttress the conclusion made from the ANOVA analysis, the mean 

score for the responses above shows that the lack of will to insure among 

students tops the ranking of challenges facing traditional insurance policies with 

mean score of 3.64; Absence of well defined policy for students follows next wit 

means score of 3.49 then absence of awareness campaign closely follows with 

mean score of 3.46. Fear of embezzlement, lack of finance, impatience and lack of 

savings culture among students follows in the 4th, 5th, 6th and 7th ranking with 

mean scores of 3.34, 2.67, 2.61, and 2.24 respectively. 

 

Hypothesis III:  

Marketing strategies such as Organizing awareness, making student graduation 

policy compulsory and making insurance policies reachable to students do not 

have any significant effect on the purchase of traditional insurance policies. 

The questionnaire responses are tabulated below 

 

Table 7: Strategies To Enhance Traditional Insurance Policies in Tertiary 

Institutions 

S/N RESEARCH QUESTION 4: STRATEGIES 

TO ENHANCE TRADITIONAL 

INSURANCE POLICIES 

SA AG DA SD MEAN 

23. Organizing students awareness 

campaign in university campuses 

254 82 10 9 3.64 

24. Designing policies that best suit 

students’ needs 

234 121 0 0 3.66 
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25. Making graduation Insurance policy 

compulsory for students in the 

universities 

99 78 89 89 2.53 

26. Subsidize premium on student 

insurance policies to very low amount 

96 85 89 85 2.54 

27 Organizing training and workshops to 

capture the informal sector and their 

need 

155 168 21 11 3.32 

28.. An administrator who represents the 

group interest in the insurance contract 

150 175 16 14 3.29 

29. Others (Pls. Specify)      

Source: Researcher’s Field Survey, (2018)  

 

The ANOVA analysis calculated from the table of responses above is shown 

below: 

 

Table 8: ANOVA Table for Hypothesis Three 

Responses 

 Sum of 

Squares 

df Mean 

Square 

F Sig. 

Between 

Groups 

73081.500 3 24360.500 10.066 .000 

Within 

Groups 

48401.000 20 2420.050   

Total 121482.50

0 

23    

Source: SPSS Output (See Appendix) 

 

F-statistic = 10.066 

F-table = F3,20,0.05 =  

 

Decision Rule:  

Since the F-statistic is greater than the F-table, we reject the null hypothesis and 

conclude that Marketing strategies such as organizing awareness, making 

student graduation policy compulsory and making insurance policies reachable 

to students have significant effect on the purchase of traditional insurance 

policies. Also, the result of the field survey presented above shows that among 

the strategies to enhance the penetration of traditional insurance include in order 
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of their mean score; designing policies to suit the students’ needs (mean 3.66), 

organizing awareness in universities (3.64), organizing trainings and workshops 

for the informal sector (3.32), having an administrator who represents the group 

pool interest in the insurance contract (3.29) top the strategies that can enhance 

traditional insurance policies in tertiary institutions in Nigeria. However, 

subsidizing premiums and making graduation insurance policy compulsory for 

students come closely together with mean scores of 2.54 and 2.53 respectively. 

The respondents specified other strategies to enhance traditional insurance 

among which are modifying the frequency of contributions to bi-monthly and 

creating a mobile application to ease the stress of contribution by physical 

presence. 

 

Discussion of Findings 

The questionnaire responses provided useful insight into the preferences of the 

respondents to some form of advance traditional insurance services. It was 

discovered that out of the total sample size of 355 students, 265 of them 

representing 75% are acquainted about the existence of traditional insurance 

policies while 90 of them representing 25% are not. We also discovered that a 

greater number of the students prefer the introduction of the Graduation 

Insurance Policy as it covers most of their needs. Other forms of traditional 

policies preferred by the students are School fees insurance policy and Business 

Insurance Policy.  

The Analysis of Variance (ANOVA) tested the mean differences among the 

questionnaire responses and the result of the first hypothesis tested revealed 

that Advanced Traditional Insurance Policies significantly stimulate economic 

activities Nigeria. 

Furthermore, the second hypothesis revealed that mismanagement, 

unwillingness to insure, lack of savings culture and inadequate insurance 

awareness pose serious challenges to the penetration of traditional insurance 

policies in tertiary institutions in Nigeria. Further analysis of the questionnaire 

responses using the mean showed that the lack of will to insure among students 

tops the ranking of challenges facing traditional insurance policies; Absence of 

well defined policy for students follows next then absence of awareness 

campaign closely follows. Fear of embezzlement, lack of finance, impatience and 

lack of savings culture among students are other challenges of traditional 

insurance policies.  

Hypothesis three revealed that marketing strategies such as Organizing 

awareness, making student graduation policy compulsory and making insurance 
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policies reachable to students have significant effect on the purchase of 

traditional insurance policies. Also, among the strategies indentified by the 

respondents to enhance traditional insurance policies include: designing policies 

that best suit students’ needs, subsidizing premiums on such insurances and 

designing a mobile application that will make the contributions seamlessly easy 

and convenient. 

 

Administration of the Graduation Insurance Policy  

From our findings, a greater number of students strongly agree to traditional 

insurance and to purchase graduation policy. We propose that traditional 

insurance in form of graduation policy will be a secured and appropriate to cover 

the risk associated with leaving school. The collection and contribution of the 

fund is best handled by a Head or Administrator of the group who advanced and 

secure the contribution by purchasing an insurance policy onbehalf of the 

students; the administrator obtain a proposal form for group common interest of 

the contributing members and subsequently individual contributions will be 

remitted to the insurance company as premium on daily, weekly or monthly basis 

depending on the agreed terms of the contract. Thereafter, a policy document is 

issued to the administrator after underwriting contributing members. At the end 

each policy year, a lump sum is paid to graduating students with accumulated 

interest, the policy is adjusted upward or and new student are enrolled into the 

contract. Members can access loans for the payment of school fees/ books, rent 

or hospital expenses could be given to individual members who are meet the 

requirement (Ehiogu, 2018).  

The pool of fund could be reinvested into the capital market to promote economic 

activity and also yield returns to the investor of the fund with interest on the 

capital. Upon any eventuality or circumstance where a student is unable to 

continue his or her contributions, surrender value is paid to him with the interest 

accrued to invested income. The group policy in the group name gives the group 

high sense of security and financial assurance to the students. Formal insurance 

has a legal backing and guarantees a financial security for the group benefits. 

Students who face financial challenges regarding payment of school or 

accommodation, sickness can access loan from the group fund at a reduced 

interest or no interest at all (Ehiogu, 2018).  

 

Summary of findings, Conclusion and Recommendations 

Thefindings emanating from this study indicates that; 

1) Majority of the students are aware of traditional insurance.  
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2) The study also discovered that a greater number of the students prefer the 

introduction of the Graduation Insurance Policy as it covers most of their 

graduation challenges.   

3) Other forms of traditional policies most preferred by the students are 

School fees insurance policy and Business Insurance Policy.  

4) Advanced Traditional Insurance Policies significantly stimulate economic 

activities in Nigeria. 

5) Mismanagement, unwillingness to insure, lack of savings culture and 

inadequate insurance awareness pose serious challenges to the 

penetration of traditional insurance policies in tertiary institutions in 

Nigeria. 

6) Marketing strategies such as organizing awareness, making student 

graduation policy compulsory and making insurance policies reachable to 

students have significant effect on the purchase of traditional insurance 

policies. 

 

Conclusion 

It is a well known fact that traditional insurance has a large market and has wide 

acceptance by the public but institutionalizing and formalizing it into a 

contributory scheme will go a very long way in further deepening advanced 

traditional insurance services. Our findings led to the conclusion that Advanced 

Traditional Insurance Policies significantly stimulate economic activities in 

Nigeria. However, mismanagement, unwillingness to insure, lack of savings 

culture and inadequate insurance awareness pose serious challenges to the 

penetration of traditional insurance policies in tertiary institutions in Nigeria. 

Among the marketing strategies identified by the respondents to enhance the 

penetration of traditional insurance policies include organizing awareness 

campaigns in universities, making student graduation policy compulsory and 

making insurance policies reachable to students. 

 

Recommendations 

In the light of the above findings made, it is recommended that:  

1. Graduation Insurance Policy should be introduced to students in all 

tertiary institutions in Nigeria. The application of the proposed 

graduation policy in this study, with modifications, will go a very long way 

to boosting premium earnings of insurance companies and grow their 

investible income towards earning high returns on investments. 
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2. School fees policy be organised for contributing members whose aim is to 

raise their children school fees. The insurance cover will provide for 

school fees in addition to education costs at the micro level. 

3. In addition to the recommendations made above, premiums on these 

policies must be subsidized to suit the financial level of the contributors. 

4. The citizens should be enlightened by organising student awareness 

campaign in all university campuses in Nigeria, organizing trainings and 

workshops on the importance of insurance contributory schemes in order 

to appeal to the interest of the informal sector. 

5. The industry should promote their image in such gathering by sharing 

clips of their claim settlement history for people to see aside the annual 

report and financial statement which are not read by the informal sector. 
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