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cannot produce tie major raw material in
quantities and the supply from the local farmers of
"oa 1s limited, consequent on the oil boom which
leLnA ned fi‘minq activities. Most of the raw materials and

production machinery are from other countries especially from
FEurcpe and Asia. This requires a large amount cf foreign exchange
wiilch  is not read*l} available through the banking system in the

ry. Ckraining foreign exchange through banx omddlng at the
can markst takes menths since sach participating bank has
cutbia each other and only a few evenrtually get to buy the foreign
exchange at governmen: rate. When this fails or proves inadequate,
manufacturers end up buying foreign exchange at the black market
where the exchange raze is higher than the government rate which
ranges betweazn ninety and one hundred naira, to the US dollar.

Most industrial boilers maxe use of gas, but the guantities
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than comprehensive insurance and the loss
5 2y 3 'Lrn@d over to the beverage companies. In the case
f 2 rozal write off, the Insurance companies will settle on the

insured amount less the applicable excess which almost nets litrle

T
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1 notiing.
Most manufacturing companies insure the broken bottles and

lost peverage, under the 'Goods in Transit Pclicy' which cffers
insurance coverage finished goods or raw materials whilst in
transic. Any loss that occurs during the period is expected to be

paid by the insurance company provided the insurance company at
the inception of the policy received an estimate of goods to be
transported in a year and the premium charged adequately.

As the beverage company transpcrts its finished products, the
actual number and types cf beverages transported is expected to
upplied to the insurance company within a time frame. these
s 1d alsc match the estimates earlier given. The insurance
company gets to avold paying these claims due to the fact that
these f.gures are not always returned as required or they do not

the estimates. Delays 1in production or sales are also not
accommodated in evaluating these figures

RISK MANAGEMENT FROCESS:

Companiss involved in the beverage industry have in policy an
internal risk management process based on the four basic step:
Risk Tdentification, Risk Analysis, Risk Control and Risk
Financing. However, these are not always adhered to.

Some of the risks faced by the beverage industries in Nigeria
were i1dentified above. The major liritations of the process are
in risk analysrs and risk control. Risk financing may be internal
(by the company! or externali {(through insurance companies).
Internal risk financing is limited by how much the beverage
company c¢an retain money in the event of a loss without affecting
the operaticns or cash flow especially with the constraints of
fareign exchange. Insurance 1s probably the solution to risk
f*nﬂn‘lnq and one which may be of greacer 1nterest to the
icruarial worid.

Inrs purchased by companies in the
] ation to the insuresd in the
in premium. About forty sixkty nazra,
et 1ll:ion US dollars are paild as premium by
teverage However, the insurance rocvss in Nlgeria has
1ts own pr nd limitations 1in neeting the needs of the

El
Some of these are associated with the numerous
faced Ly the companies and these make 1t lmpracticable to

all the losses assocliated.
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ire insurable". This is a clause included in
policies and often used as a blanket escape
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detsrmining the premium. In additlon, A system of risk
or measures that need to be taken te prevent or minimize
nen set up witnhin the company. These are targeted at
ce ard risk control. Periodic risk assesswment are

ed and seminars are organized to reiterate these risk
measures.

The inflexibility of the beverage companies to embrace the
recommendations by thelr insurance surveyors often complicates the
process and frequently leacds to friction between the insurance

ompanles and the beverage companies. This may be due in part to
ditrust between the beverage and insurance companies. In the event
of a loss whereby any of these guideline are not observed,
compensation are usually not paid and further fuels the friction.

RECCOMMENDATIONS :

In summary the beverage companies in Nigeria recognizing that
internal rzsk financing a thing of the past especially with
foreign excrange constraints should try to limit their losses by
embracing the following recommendations

1. Adhering to the recommendations of the insurance
surveyors aimed at loss prevention and risk control.

2. Regular upgrade and maintailn its eguipments in order to
minimize identified risks and possibly lower insurance premiums.

3. Diversification of investments of the beverage companies
should be encouraged. Large scale farming for raw materials for
exampie may reduce its heavy rellance on imperts and limit
complications with foreign exchange as well as cost. This may lead
to betzer growth in sale and turnover.

The 1nsurance companies should try to generate better
dialogue with the beverage companies in order to make their
recommendations more acceptable without lowering the safety
standards. The use of captive insurance should continue and be
enccuraged to grow 1in order to increase of number of low risk
insurable.

CONCLUSTON

‘age industry 1in Nigeria 1s exposed to greater and
when compared with contemporaries i1 developed
as a result of 1ts needirng te rely on Lrports fcr its
and equipment. This process is complicazed by the
to fore:gn exchange rate. The distrust between the
verage and insurance companles has made the process of external
visk financing not as effective as it could be Zovr the bewvevage
ndustry. It 1s ilmportant that this must be eassd since 1nternal
ananplnb 18 impracticable withcut strangulating the operations of
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ndustry. It is 1mportant that the elements ol risk
avoldance be oracticed as much as possible to minimize
. . .
- b by ot
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