
Subject: Businessstudies
Topic: Insurance
Class: JSS2A&B
Week: Week7

Learningobjectives:
1.ExplainInsurance
2.ListandexplainthetypesofInsurance
3.MentiontheimportanceofInsurance

Businessinvolvesrisktaking.The businesspremisescan be destroyed byfire.Goodsin
warehousecanbedestroyedbyfloodorfire.Vehiclescanbeinvolvedinaccidentsresultingin
damagestothevehicles,andlossoflife.Alltheseareexamplesofsomeoftherisksinvolvedin
runningabusiness.Stepsmaybetakentoguardagainsttheserisks.Inspiteofthestepstaken,
theriskswillstillbethere.Thisiswhyinsurancebecomesnecessary.Insuranceisthetransferof
risksoflossoflifeorpropertyfrom onepersontoanother.
MEANINGOFINSURANCE
Insuranceisthetransferofrisksoflossoflifeorpropertyfrom oneperson(calledinsured)to
anotherperson(calledinsurer),inreturnforfixedregularadvancepaymentsfrom theinsuredto
theinsurer.Thepaymentmadeiscalledinsurancepremium andtheinsurerto whom the
premium ispaidiscalledinsurancecompany.
PRINCIPLESONWHICHINSURANCECONTRACTSAREBASED
Insurancecontractsarebasedonthefollowingprincipleswithoutwhich,thecontractbecomes
invalid.
1.InsurableInterest:Thismeansthattheinsuredmustbetheonetobenefitfinanciallyfrom the
insuredproperty
2.UtmostGoodFaith:Thisprinciplestatesthatapersonwhotakesoutaninsurancepolicymust
discloseallmaterialfactsthatwillenabletheinsurancecompanytoassesstheextentofrisk
involvedanddeterminethepremium tobecharged.
3.Indemnity:Thisisaprinciplewherebytheinsurancecompanyundertakestopaytheinsured
forlossesincurredasaresultoftheevent.
4.Subrogation:Thisprincipleapplieswhereathirdpartyisheldresponsiblefortheoccurrenceof
theeventonwhichtheinsurancecompanyhasmadepayment.
5.ProximateCause:Accordingtothisprinciple,thecauseofthelossordamagemustbeclosely
connectedwiththeriskinsuredagainst.Thus,lossesduetoage,ordinarywearandtear,etc.
cannotbecovered.
6.Premium:Thisisafixedamountofmoneypaidbytheinsuredtotheinsurer.
7.Insured:Thisisapersonororganizationcoveredbyinsurance.
8.Insurer:Thisisthepersonororganizationthatcompensatetheinsured
TYPESOFINSURANCEARELISTEDBELOW FROM ATOJ:

(A)VehicleInsurance:Therearetwotypesofvehicleinsurance.Oneoftheseiscomprehensive
insuranceandtheother,thirdpartyinsurance.Comprehensiveinsurancecoversallriskstowhich
thevehiclemaybeexposed.Whilethirdpartyinsuranceprotectsagainstaccidentscausedto
otherroadsusersorotherpeople’spropertybythevehicleowner.Thethirdpartyinsurancepolicy
iscompulsoryforeverymotorvehicleowner.
(b)FireInsurance:Thistypeofinsuranceistakenagainstfireoutbreaksinthefactories,
warehouseswheregoodsarestoredetc.
(c)BurglaryInsurance:Thisistakenagainstburglarywhichisbreakingaplacewiththeintentto
steal.Thistypeofinsurancewillenablethebusinessmantorecoverthevalueoftheitems
burgled.
(d)MarineInsurance:Thisisakindofinsuranceagainstrisksinvolvedwhengoodsarecarriedby
sea.
Typesofmarineinsurance
1.Marineinsurancetocovergoods:thispolicycoversthegoodsonlyagainstanymisfortune



2.Marineinsurancetocovership:thispolicycoverstheshipthatcarriesthegoodsagainstany
misfortune.
(e)LifeAssurance:Therearetwotypesoflifeassurancepolicies.Oneoftheseiswholelife
assuranceandtheother,endowmentassurancepolicy.Wholelifeassurancepolicyistakenbyan
individualtocoverhislifetime.Thesum assuredispayabletohisdependentsonlywhenhedies.
Whileendowmentassurancepolicyisafixedterm policyinwhichalumpsum ispaidtothe
assuredattheendofthefixedterm ortohisfamilyifhediesbeforethen.
(f)PensionInsurance:Apensionfundisatypeofinsurancewhereanemployeecontributespart
ofhisorhercurrentincometoaninsurancecompanywiththeaim tobuildafundforhisorher
retirement.ThefederalGovernmenthasmadepensioninsurancecompulsoryforallemployees.
Government,inordertoencourageitsownemployeesinthecivilservice,contributes7.5%
towardsthepensioninsuranceschemewhileeachemployeecontributes7.5% makingit15%
total.Thisisalsopracticeinmostofprivateestablishments.
(g)HealthInsurance:Thisisatypeofinsurancewheretheinsuredpaysacertainrate(premium)
eachmonthtoahealthinsurancecompany.Inreturn,whentheinsuredissick,injuredorhave
medicalconditions,theinsurancecompanypaysthemedicalorsurgicalexpenses.
(h)HomeInsurance:Thisinsuranceprovidescompensationforanymisfortunethathappensin
thehome.
TypesofHomeInsurance
1.Propertyhomeinsurance:thisistheinsuranceofthebuildingitself.
2.Contenthomeinsurance:thistheinsuranceoftheitemscontainedinthebuilding,suchas
furniture,electronics,machinesetc.
(i)DisabilityInsurance:thisisthefinancialconvergeprovidedtoanindividualwhentheylosethe
abilitytoworkduetoanillnessoraccident,itcanbeeitherlong-term disabilityinsuranceinwhich
thevictim getsbenefitsfortherestofhis/herlifeorshort-term disabilitywhichthevictim gets
benefitsonlyforthemaximum periodof2years.
(j)BusinessInsurance:thisisthefinancialconvergeprovidedtobusinesswheneverthereis
misfortunetobusiness.ThemostpopularbusinessinsurancepolicyisBusinessOwnersPolicy
(BOP).BOP is thatgeneralpackage policy thatcovers forbusiness property,business
interruptionandliabilityprotectionagainstlossormisfortunes.Thatmeanscompaniescanbuy
insurancepolicyforonlybusinessproperties,businessinterruptionorbusinessliabilityprotection.
ImportanceofInsurance
1.Insuranceboostscommercialactivities
2.Itensuresfamilyandbusinessstabilityintimesofcrisis.
3.Itreducestherisksofbusinessownership.
4.Itservesasasourceoffundincaseofhealthchallenge.
5.Itservesasacontinuessourceoffundtoretirees.
6.Itprovidesenoughsecurityforgoodsundershipment.
7.Itreducestheburdenoflossonthebusinessorindividualtakingonit.
8.Itprovidessuccourforfamilieswholosstheirbreadwinnerswhichareinsured.
9.Itreducesuncertaintyaboutthefuture.
10.Ithelpstoraisecapitalforinvestment.

ASSIGNMENT
1.Explainfive(5)reasonswhyyoushouldencourageyourparentstotakeinsurance.


