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ABSTRACT
The Nigerian construction industry is inherently exposed to a wide range of risks that can lead to financial losses, project delays, and safety concerns. This study investigates the effectiveness of insurance as a risk management tool within the Nigerian construction sector. The research aimed to assess the level of insurance utilization, identify barriers limiting its effectiveness, and evaluate the perceived benefits of insurance in mitigating project-related risks.
A total of 50 structured questionnaires were distributed to construction professionals, including quantity surveyors, engineers, architects, and project managers across different firms and sectors. Out of these, 38 completed responses were received and analyzed, representing a 76% response rate.
Findings revealed that although insurance is widely acknowledged as beneficial for managing construction risks, its effectiveness is constrained by several factors. These include high insurance premiums, lack of awareness among practitioners, weak regulatory enforcement, and low trust in insurers. Despite these barriers, respondents agreed that insurance plays a vital role in financial risk mitigation, workforce protection, and ensuring project continuity.
The study concludes that while insurance holds strong potential as a risk management strategy in the Nigerian construction industry, its impact is limited by systemic and structural challenges. Addressing these through policy reforms, stakeholder education, and improved insurer-client relationships will significantly enhance its adoption and effectiveness.





CHAPTER ONE 
1.0     INTRODUCTION 
1.1 Background of the Study 
The construction industry is inherently risky due to its complex and dynamic nature, which involves multiple stakeholders, intricate processes, and substantial financial investments. All over the world, the construction industry has consistently proven itself to be one of the most challenging and dynamic fields of professional practice (Zou, Zhang, & Wang, 2007). It has therefore gained notoriety as a sector that harbours the most potential for extreme risk by various means of evaluation (Babu&Kanchana, 2014). Ghahramanzadeh (2013) argues that the capacity of risk in this industry invariably out-weighs the potential carried by many other business sectors; therefore, it is paramount to introduce and continue to improve methods of dealing with risk. Often, risk prevention fails, which brings about the need for Insurance - among other methods of risk mitigation (Bunni, 2003).In Nigeria, the risks associated with construction projects are exacerbated by challenges such as economic instability, regulatory inefficiencies, and unpredictable site conditions (Ameh&Odusami, 2014). These risks, if unmanaged, can lead to project delays, cost overruns, and compromised quality, making effective risk management essential for successful project delivery. One widely recognized approach to mitigating such risks is through the use of insurance as a risk management tool (Chikezie&Okorie, 2016).
Insurance serves as a financial mechanism that transfers the burden of potential losses from project stakeholders to insurers, providing a safety net against unforeseen events. In the Nigerian construction industry, common risks such as equipment failure, property damage, and third-party liabilities underscore the importance of insurance in ensuring business continuity and safeguarding investments (Adebayo et al., 2020). Despite its potential benefits, there is limited awareness and underutilization of insurance products among construction professionals in Nigeria, raising questions about its effectiveness and accessibility as a risk management tool (Ibrahim et al., 2018).
Existing literature on risk management in the construction industry has predominantly focused on technical and organizational strategies, with limited emphasis on the role of insurance in mitigating financial risks (Ojo et al., 2017). Furthermore, challenges such as inadequate regulatory frameworks, lack of trust in insurance providers, and high premiums often discourage construction firms from adopting insurance policies (Olaniyi et al., 2019). This research seeks to address these gaps by investigating the effectiveness of insurance in managing risks within the Nigerian construction industry.
By evaluating the perceptions, practices, and challenges associated with insurance usage, this study provided insights into how insurance can be optimized as a risk management tool. The findings also contributed to the broader discourse on risk management in construction, offering practical recommendations for stakeholders, including contractors, insurers, and policymakers, to enhance the adoption and effectiveness of insurance in mitigating risks.
1.2 	Statement of the Research Problems
The construction industry in Nigeria is characterized by high levels of uncertainty and exposure to numerous risks, ranging from project delays and cost overruns to accidents and natural disasters. These risks often result in financial losses, disputes, and abandoned projects, which have continued to affect the sector's performance and contribution to national development (Olabosipo et al., 2015). In response to these challenges, risk management strategies, including the use of insurance, have been proposed and adopted. However, despite the growing awareness of risk management practices, many construction firms in Nigeria either underutilize insurance or apply it ineffectively, leading to persistent vulnerabilities (Ayodeji&Oke, 2013).
Although insurance is globally recognized as a fundamental component of risk management, its adoption and effectiveness in the Nigerian construction sector remain questionable. Several studies have pointed out that the limited understanding of insurance policies, lack of enforcement, and perceived high premium costs contribute to its poor usage (Ojo&Akinlabi, 2016; Oladapo, 2006). Additionally, the informal nature of many construction firms and the absence of strict regulatory oversight have further constrained the integration of insurance into project planning and execution (Akinradewo et al., 2019).
Moreover, there is a dearth of empirical evidence on how insurance influences risk mitigation outcomes in Nigeria's construction industry. While anecdotal reports suggest that some firms benefit from insurance coverage, there is insufficient academic research to evaluate its true effectiveness, especially in terms of reducing financial losses, enhancing project delivery, or ensuring business continuity after risk events (Ezeokoli et al., 2016). This lack of data-driven insights hampers the formulation of policies and best practices tailored to the local context.
Given the high-risk profile of the Nigerian construction industry and the potential role of insurance in managing these risks, it becomes imperative to investigate how effectively insurance is used, perceived, and integrated as a risk management tool. This study seeks to bridge this gap by assessing the practical impact of insurance on project risk outcomes, the challenges limiting its optimal use, and strategies for improving its effectiveness within the Nigerian construction context.
1.3 	Research Questions
1. What are the factors affecting the effectiveness of insurance in Nigerianconstruction industry?
2. What are the effects of these factors on project delivery?
3. [bookmark: _GoBack]How can the effects of these factors be minimized in the industry?
1.4 	Aim and Objectives of Study
1.4.1    Aim 
The aim of this research is to investigate the effectiveness of insurance as a risk management tool in the Nigerian construction industry, with a focus on evaluating its practical application, benefits, limitations, and the extent to which it mitigates project-related risks.
1.4.2     Objectives
1. To identify the major barriers limiting the effective application of insurance in construction projects across Nigeria.
2. To examine the level of utilization of insurance as a risk management strategy among construction firms in Nigeria.
3. To assess the perceived and actual benefits of insurance in mitigating project risks in the Nigerian construction sector.
1.5	Justification of the Study
The Nigerian construction industry plays a significant role in economic development through infrastructure delivery, job creation, and investment stimulation. However, it remains highly vulnerable to a variety of risks including financial losses, delays, accidents, theft, and natural disasters (Olabosipo et al., 2015). In developed countries, insurance is a key component of risk management frameworks that help stakeholders mitigate these risks effectively. Unfortunately, the Nigerian construction sector appears to lag in the strategic application of insurance, resulting in continued exposure to operational and financial uncertainties (Ayodeji&Oke, 2013). This study is justified by the need to bridge the gap between global best practices and local realities in the Nigerian context.
Despite existing knowledge of risk management in construction, there is limited empirical evidence on the actual effectiveness of insurance in addressing the sector's risks in Nigeria. Most local studies tend to focus on the general awareness and availability of insurance products without evaluating their performance in real-life project scenarios (Ezeokoli et al., 2016). Moreover, construction firms especially small and medium-sized enterprises (SMEs) often perceive insurance as an avoidable expense rather than a strategic investment, due to poor understanding of its long-term benefits (Ojo&Akinlabi, 2016). This study will therefore offer valuable insights into the operational outcomes of insurance usage and help stakeholders assess whether the tool delivers measurable value in mitigating risks.
Additionally, the construction industry in Nigeria is dominated by informal practices and weak regulatory enforcement, which hinder the consistent application of risk management policies, including insurance (Akinradewo et al., 2019). Understanding the barriers that limit insurance adoption—such as high premium costs, policy ambiguity, and distrust of insurance providers—is crucial to designing targeted solutions. The research findings could influence policymaking, professional practices, and even insurance product development tailored to the unique needs of the construction sector (Dada &Jagboro, 2012).
Furthermore, the study benefited a wide range of stakeholders. For construction firms, it enhanced strategic risk planning; for insurers, it reveal service gaps and areas for innovation; and for regulators, it provided evidence-based recommendations for improving industry standards. By generating practical recommendations and highlighting best practices, this research contributed to a more resilient, efficient, and risk-aware construction industry in Nigeria.
1.6	Scope and Limitation of Study
This study was confined to investigating the effectiveness of insurance as a risk management tool within the construction industry in Kwara State, Nigeria. The research focused on key stakeholders in the construction sector, including contractors, project managers, construction consultants, site engineers, and representatives of insurance companies operating within the state.
The study examined the extent of insurance usage in construction projects, assess the perceived and actual benefits of insurance in risk mitigation, identify barriers to effective implementation, and suggest practical recommendations for improving insurance utilization. Both public and private sector construction projects ranging from small-scale building works to large infrastructure developments was considered to provide a broad perspective on insurance practices in the region.
Data was collected through structured questionnaires and semi-structured interviews, supplemented by a review of relevant documents such as policy records and risk reports. The research emphasizedpractical effectivenesshow well insurance actually protects stakeholders from risk rather than just its theoretical importance or availability.
While the study provided valuable insights, several limitations were acknowledged. First, the research is geographically limited to Kwara State, and findings may not fully represent practices across other Nigerian states with different economic, regulatory, or construction industry dynamics. Therefore, the generalizability of the results to the entire Nigerian construction sector is limited.
Second, access to accurate and complete data may pose a challenge. Some firms were reluctant to disclose sensitive information regarding insurance policies or risk exposure due to confidentiality concerns or fear of reputational damage. This limited the depth of analysis in some areas.
Third, the study relied on the perspectives and experiences of respondents, which is subject to bias or recall inaccuracies. Stakeholders might either overstate or understate the effectiveness of insurance depending on their individual experiences or expectations.
Lastly, time and financial constraints restricted the number of respondents and the inclusion of sub-sectors within construction, such as informal builders or rural contractors who operate outside formal insurance frameworks.
Despite these limitations, the study contributed significantly to the understanding and improvement of insurance practices in construction risk management within Kwara State and offer a foundation for broader studies across Nigeria.
1.7 	Definition of Terms
1.7.1	Insurance:Insurance is a contractual arrangement in which a party (the insurer) agrees to compensate another (the insured) for specific potential future losses in exchange for a periodic payment known as a premium. In the construction context, insurance covers risks such as damage to property, worker injuries, and liability claims (Rejda& McNamara, 2017). It serves as a financial risk transfer mechanism that helps stakeholders recover from unexpected events.
1.7.2	Insurance Effectiveness:This refers to the degree to which insurance achieves its intended objective of reducing or managing construction-related risks. It is measured by outcomes such as reduced financial losses, faster recovery from incidents, and improved project continuity (Kaplan & Norton, 2004).
1.7.3	Risk:Risk is defined as the possibility of an event occurring that will have an impact on the achievement of project objectives. It can be positive (opportunity) or negative (threat), and in construction, common risks include cost overruns, design errors, labor strikes, and accidents (Flanagan & Norman, 1993).
1.7.4	Risk Management:Risk management is the systematic process of identifying, assessing, and responding to project risks to minimize negative impacts and maximize opportunities (PMI, 2017). In construction, it involves the adoption of tools and strategies, such as insurance, to mitigate financial, legal, and operational risks (Smith et al., 2006).
1.7.5	Construction Project:A construction project is a temporary endeavor undertaken to create a unique physical structure, including buildings, roads, bridges, or other infrastructure. Each project is subject to a range of uncertainties that can affect cost, time, quality, and safety (Chitkara, 2011).
1.7.6	Construction Industry:The construction industry refers to the sector of the economy engaged in the planning, design, development, and maintenance of buildings and infrastructure. It includes both public and private stakeholders and is considered one of the most risk-prone industries due to its complexity, regulatory demands, and environmental exposure (Ofori, 2015).

















CHAPTER TWO
2.0 	LITERATURE REVIEW

The construction industry is widely acknowledged as one of the most risk-prone sectors due to the dynamic and complex nature of its activities. Projects are often subject to unpredictable factors such as fluctuating material costs, design errors, weather conditions, labor issues, and regulatory challenges (Flanagan & Norman, 1993). These risks, if not properly managed, can lead to significant time and cost overruns, project abandonment, or legal disputes. According to Ofori (2015), risk management is essential for improving performance outcomes in the construction industry, particularly in developing countries like Nigeria where project environments are less stable and risk awareness is comparatively low.
2.1 Risk in Construction Projects
Risk in construction is defined as any uncertain event or condition that, if it occurs, has a positive or negative effect on a project’s objectives, including time, cost, quality, and safety (PMI, 2017). The construction industry is particularly vulnerable to risks due to its complexity, involvement of multiple stakeholders, uncertain weather conditions, fluctuating material prices, and political or legal constraints (Smith, Merna&Jobling, 2014). In Nigeria, these risks are further heightened by macroeconomic instability, infrastructural deficits, and regulatory inefficiencies, which frequently derail project delivery (Adeleke et al., 2018).
2.2 Risk Management in Construction
Insurance serves as a financial mechanism for transferring risk from project stakeholders to insurance companies. It provides compensation for losses resulting from unforeseen events, thereby ensuring business continuity and reducing the financial burden on contractors and project owners (Rejda& McNamara, 2017). In the construction industry, common insurance types include contractor’s all-risk insurance, workers’ compensation, professional indemnity, and liability insurance. Smith et al. (2006) argue that insurance plays a dual role in both protecting investments and encouraging more calculated risk-taking by stakeholders. However, the effectiveness of insurance depends on how well it is integrated into the broader risk management strategy.
Risk management involves the systematic process of identifying, analyzing, responding to, and monitoring project risks (Hillson, 2002). It includes various strategies such as risk avoidance, transfer, mitigation, and acceptance. In the Nigerian construction industry, there is growing awareness of risk management principles, but actual practice remains limited due to poor risk culture, lack of expertise, and inadequate tools (Adeleke et al., 2017). Contractors and project owners often rely on reactive rather than proactive approaches, which weakens the efficiency of risk response mechanisms (Dada, 2010).
2.3 Role of Insurance in Risk Management
Insurance is a key risk transfer mechanism that provides financial protection against unforeseen events, enabling stakeholders to recover from losses without derailing project objectives (Bunni, 2003). In construction, common insurance policies include contractor’s all-risk insurance, third-party liability, professional indemnity, and workers’ compensation. Insurance is intended to reduce the financial impact of construction risks such as theft, fire, accidents, and structural collapse. According to Toh&Ogunsemi (2010), insurance also enhances project credibility and stakeholder confidence, especially in large or high-risk projects.
2.4 The Nigerian Construction Industry and Insurance Practice
In Nigeria, the adoption of insurance in construction projects remains relatively low despite its acknowledged importance. Many small and medium construction firms either underutilize or completely ignore insurance due to limited knowledge, high premium costs, and distrust of insurers (Ojo&Akinlabi, 2016). Studies by Ezeokoli et al. (2016) revealed that while contractors in states like Anambra are aware of available insurance policies, many do not subscribe to them, largely due to poor enforcement and lack of regulatory incentives. This underutilization contributes to the continued financial instability of construction firms when risks materialize.
Despite the benefits of insurance, its utilization in Nigeria’s construction industry remains suboptimal. Many contractors, particularly small- and medium-sized enterprises, either neglect insurance or procure only the most basic forms to meet contractual obligations (Toh&Ogunsemi, 2010). This attitude is often driven by cost concerns, limited knowledge, and distrust in insurance firms due to delayed claims or lack of enforcement. Aibinu and Jagboro (2002) argue that without adequate insurance coverage, construction firms expose themselves to high financial risk, often leading to project abandonment or litigation in the event of major loss.
2.5 Effectiveness of Insurance as a Risk Management Tool
The effectiveness of insurance as a risk management tool is largely determined by how well it is integrated into project planning and management practices. An effective insurance regime ensures timely coverage, accurate risk assessment, efficient claims processing, and proper communication between insurers and stakeholders (Bunni, 2003). In Nigeria, however, inefficiencies in claims settlement, lack of regulatory enforcement, and poor awareness among construction professionals limit the effectiveness of insurance (Adeleke et al., 2017). Hence, investigating the actual effectiveness of insurance within the Nigerian context is essential for improving its contribution to project success.
2.6 Barriers to Effective Use of Insurance
There are multiple barriers to the effective use of insurance in Nigeria's construction sector. These include a lack of awareness about available insurance products, insufficient enforcement of insurance-related regulations, and negative perceptions regarding claims settlement processes (Ayodeji&Oke, 2013). Additionally, many firms prefer informal risk-sharing practices or rely solely on contingencies rather than structured insurance mechanisms (Akinradewo et al., 2019). According to Oladapo (2006), these challenges are rooted in both systemic weaknesses in the insurance industry and operational inefficiencies within construction firms themselves.
Although prior studies have addressed the awareness and availability of insurance in Nigeria's construction industry, there is limited empirical research on its actual effectiveness in mitigating risks and ensuring successful project outcomes. Most existing literature emphasizes challenges and barriers, with less attention given to evaluating the impact of insurance on project performance, cost recovery, or dispute resolution (Dada &Jagboro, 2012). Therefore, a study that focuses on how well insurance performs as a risk management tool in practice, particularly within a specific region like Kwara State, is both timely and relevant.

2.2 Conceptual Framework
The conceptual framework for this study is developed around the relationship between insurance utilizationandrisk management effectiveness in the construction industry. It is anchored on risk transfer theory, which posits that one of the most efficient ways to manage risk is to transfer it to a third party (such as an insurer) that is better equipped to absorb and manage the consequences (Loosemore et al., 2006).
The framework posits that insurance, as a risk transfer strategy, plays a critical role in managing construction-related uncertainties. Its effectiveness, however, is shaped by factors such as awareness levels, efficiency of claims processing, policy coverage, and the strength of institutional regulations. When supported by proper organizational practices and stakeholder engagement, insurance can significantly improve risk outcomes in Nigerian construction projects.





CHAPTER THREE
3.0 RESEARCH METHODOLOGY 
3.1 Introduction
The role of research methodology extends beyond mere data collection; it encompasses the philosophical foundations and theoretical frameworks that underpin scholarly investigations (Neuman, 2014). The research methodology employed in the thesis is vital for gathering relevant data, conducting a comprehensive analysis, and drawing meaningful conclusions. This section outlines the research design, data collection methods, and data analysis techniques that was utilized in the study.
3.2 Research design
Research design is the plan and the procedure for research that span the decisions from broad assumptions to detailed methods of data collection and analysis (Creswell, 2009).
This study employed a mixed-methods approach, combining both quantitative and qualitative research methods to investigate the risks associated with construction projects in Kwara State, Nigeria. This comprehensive approach allowed for a nuanced analysis by integrating numerical data with detailed insights from industry experts.
3.3 Population of the Study
The sample for this study includes fifty (50) participants from study area. The population for this study includes stakeholders involved in construction projects across Nigeria, specifically targeting government officials, private sector investors, project managers, and financial analysts. A stratified sampling technique was used to ensure representation from different regions and project types, thus enhancing the reliability and generalizability of the findings.
3.4 	Method of data collection
Data collection involves the use of surveys and semi-structured interviews. Surveys was designed to gather quantitative data on the types and frequencies of risks encountered in construction projects, while interviewsaimed to obtain qualitative insights into the experiences and perspectives of professionals regarding these risks and their management. Using both methods ensures a holistic understanding of the research problem.
The survey instrument used for this study was a structured questionnaire that captures data on risk identification, assessment, and mitigation strategies in construction projects. The questionnaire includes both closed-ended questions for quantitative analysis and open-ended questions for qualitative insights. The design of the survey was informed by an extensive review of literature on risk management in construction projects.
Semi-structured interviews was conducted with selected participants to gain deeper insights into their experiences and perceptions of risks in construction projects. An interview guide was used to ensure that key topics are covered while allowing flexibility for respondents to express their views. This method enables the collection of rich, detailed data that can provide deeper insights into the research questions. 
3.5 	Instrument for data collection
A researcher structured questionnaire was designed to gather information from respondents on the variables being studied. The questionnaire was divided into two sections. The first section contained questions relating to the demographic data of the respondents, while the second section contained questions designed to seek information on the variables being studied.  

3.6 	Data Analysis Technique

Thematic analysis was employed to analyse the qualitative data obtained from document analysis, interviews, and site observations. Quantitative data from the surveys was analyzed using statistical methods to identify patterns and correlations between risk factors and project outcomes. Qualitative data from the interviews were analyzed using thematic analysis to identify common themes and insights. This dual approach ensures a robust analysis of the data, combining statistical rigor with qualitative depth. These themes wasanalysed to identify patterns, similarities, and differences within the data set, allowing for the extraction of meaningful insights and the exploration of research objectives.
The quantitative data collected through questionnaires, was analyzed using appropriate statistical methods. Descriptive statistics, such as frequencies and percentages, was used to summarize the demographic characteristics of the survey respondents.
 The integration of data from multiple sources and methods enhances the validity and reliability of the study's conclusions, allowing for a more robust analysis and interpretation of the research findings. Section A covered the demographic data of the respondents and was analyzed using frequency counts and simple percentage.






CHAPTER FOUR 
DATA PRESENTATION AND ANALYSIS
4.1 	Introduction  
This chapter gives the presentation of the data collected from the questionnaires issued. It explains the analysis of the data and discussion of the results obtained from the analysis. A total of 50 questionnaires were administered and 38 questionnaires were returned and used for the analysis. The data was analysed with the use of statistical instruments. Descriptive and inferential analyses were carried out on the data. Percentages and frequencies were used in the descriptive analysis. The data collected from the survey conducted was presented in table. 
4.2 	Data Presentation and Analysis
A variety of tools can be used for data presentation and they include tables and charts like pie charts, bar charts, etc. For this study, tables were used. 
Analysis of the Demographic Segment 
In studies like this, it is important to analyse the background information of the respondents. The background information comprised of age of experiences, gender, educational level and professions of the respondent. 
Table 4.1: Gender Distributions of the Respondents 
	Variables  
	Frequency 
	Percentage (%) 

	Female 
	11
	28.94

	Male 
	27
	71.05

	Total 
	38
	100 


Source: Research survey, 2025
The above table shows that 27 (71.05%) respondent were male, while 11 (28.94%) were female, this indicate that most of the respondent were male and shows that most of the construction firms engage more male in their industry. 
	
Table 4.2: Respondent Educational Qualification 
	Option
	No. of Response 
	Percentage (%) 

	ND/NCE 
	7
	18.42

	HND/BSC/B.ENG 
	24
	63.16 

	MSC/M.ENG 
	7
	18.42

	Total  
	38
	100 


Source: Research survey, 2025. 
From the above table it can be seen that vast number of the respondent are Higher
National Diploma holders with 63.16% Respondents, while 18.42% are M.Sc/M.Eng holders and 18.42% were National Diploma holders. It shows that vast majority of the construction firms engage more of people with first degree. 
Table 4.3 Respondent by Establishment 
	Option
	No. of Response 
	Percentage (%) 

	Building Contractors 
	12
	33.33 

	Consultants 
	14
	33.33 

	Real Estate firm  
	10
	26.67 

	Architectural firm 
	2 
	6.67 

	Total  
	38
	100 


Source: Research survey, 2025. 
From the above table we deduct that majority of respondents are building contractors with 33.33% and consultants with 33.33%, followed by Real Estate Firm with 26.67%, and finally the architectural firm with 6.67% respectively. 
Table 4.4 	Types of Project Manage 
	S/N 
	Profession of Respondents 
	Frequency (No) 
	Percentage (%) 

	1 
	Non-governmental projects 
	7
	16.67 

	2.  
	Residential buildings 
	18
	50 

	3. 
	Commercial building 
	9
	16.67 

	4. 
	Industrial building 
	4
	16.67 

	
	Total 
	38
	100 


Source: Research survey, 2025
The table above shows the distribution of respondents on nature of project handled by their firms within the study area, 16.67% of the respondents are have involved in nongovernmental projects, 50% have worked on residential building, while16.67% have handled commercial building and finally 16.67% of the respondents have worked on industrial building. 
Table 4.5 Respondent by Level of familiarity with management performance Principles 
	Option
	No. of Response 
	Percentage (%) 

	Very low 
	- 
	- 

	Low 
	4
	10 

	Average 
	9
	23.33 

	High 
	19
	53.33 

	Very High 
	6
	13.34 

	Total 
	38
	100 


Source: Research survey, 2025. 
From table 4.6 it shows that none of the respondents has a very low level of familiarity with management performance principles, 10% of the respondents are of the low level of familiarity,23.33% respondents which is of average, the highest number of respondents said they have high level of familiarity with management performance principles which 53.33%, finally 
13.33% of the respondents have very high knowledge of management performance principles. 
Table 4.6 	Respondent by size of project managed  
	Option
	No. of Response 
	Percentage (%) 

	Small  
	2
	3.33 

	Medium 
	5
	10 

	High 
	23
	66.67 

	Very High 
	8
	23.33 

	Total 
	38
	100 


Source: Research survey, 2025. 
From table 4.6 it shows that 3.33% of the respondents from the construction firms have part took in small project, 10% of the respondents attested that they have part took at medium scale level      construction project, 66.67% of the respondents have been involved highly in construction project involving infrastructural development and 23.33% of the respondents have involved very high in construction project. 
Table 4.7 	Respondent by year of experience in building construction projects 
	Option
	No. of Response 
	Percentage (%) 

	5-10years 
	5
	10 

	11-15years 
	18
	50 

	16-20years 
	12
	33.33 

	21 and above 
	3
	6.67 

	Total 
	38
	100 


Source: Research survey, 2025. 
From table 4.6 it shows that 10% of the respondents are of 5-10years duration of experience in building construction projects, 50% of the respondents are of 11-15 years duration of experience in building construction projects, 33.33% are between 16-21 years duration of experience in building construction projects while 6.67% of the respondents which is the lowest have between 21 and above years duration of experience in building construction projects. 

Table 4.8: Major barriers limiting the effective application of insurance in construction projects across Nigeria.
	S/N 
	Variables 
	SA 
5 
	A 
4 
	N 
3 
	D 
2 
	SD 
1        
	Mean 

X
	Remarks 

	1 
	Complexity of Construction Risks
	38
	
	- 
	- 
	- 
	5.0 
	Accepted  

	2 
	High Cost of Premiums
	25
	13
	- 
	- 
	- 
	4.67 
	Accepted 

	3 
	Lack of Awareness
	32
	6
	- 
	- 
	- 
	4.83 
	Accepted 

	4 
	Weak Regulatory Frameworks
	38
	- 
	- 
	- 
	- 
	5.00 
	Accepted 

	5 
	Non-Compliance
	25 
	12
	1 
	- 
	- 
	4.80 
	Accepted 

	6 
	Minimal Presence of Insurance Companies
	32
	4
	2 
	- 
	- 
	4.77 
	Accepted 

	7
	Low Trust in Insurers
	25
	13
	- 
	- 
	- 
	4.67 
	Accepted 


N= number of Respondents 
N = 38
Decision rule is that any calculated mean that is below 2.5 will be rejected. 
Calculated mean 
X = number of respondent x scale number 
  Total number of respondents 
Table 4.10: 
Item 1: 

X = (38x5)
38
190/38
=5.00 
The calculated mean is 5.00 which is greater than 2.5 of the assumed mean, we therefore accept the hypothesis that Complexity of Construction Risks is one of the major barriers limiting the effective application of insurance in construction projects across Nigeria.
Item 2:
From the item two which the calculated mean is 4.67 and it is greater than the assumed mean of 
2.5, this shows that the hypothesis should be accepted and this translates that High Cost of Premiums is one of the major barriers limiting the effective application of insurance in construction projects across Nigeria.
Item 3:
From the item two which the calculated mean is 4.83 and it is greater than the assumed mean of 2.5 this shows that the hypothesis should be accepted and this translates that Lack of Awareness is one of the major barriers limiting the effective application of insurance in construction projects across Nigeria.
Item 4:
From the item two which the calculated mean is 5.00 and it is greater than the assumed mean of 2.5 this shows that the hypothesis should be accepted and this translates that Weak Regulatory Frameworks is one of the major barriers limiting the effective application of insurance in construction projects across Nigeria.
Item 5:
From the item two which the calculated mean is 4.80 and it is greater than the assumed mean of 2.5 this shows that the hypothesis should be accepted and this translates that Non-Compliance is one of the major barriers limiting the effective application of insurance in construction projects across Nigeria.
Item 6:
From the item two which the calculated mean is 4.77 and it is greater than the assumed mean of 2.5 this shows that the hypothesis should be accepted and this translates that Minimal Presence of Insurance Companies is one of the major barriers limiting the effective application of insurance in construction projects across Nigeria.
Item 7:
From the item two which the calculated mean is 4.67 and it is greater than the assumed mean of 2.5 this shows that the hypothesis should be accepted and this translates that Low Trust in Insurers is one of the major barriers limiting the effective application of insurance in construction projects across Nigeria.

Table 4.9: Benefits of insurance in mitigating project risks in the Nigerian construction sector.
	S/N 
	Variables 
	SA 
5 
	A 
4 
	N 
3 
	D 
2 
	SD 
1        
	Mean 

X
	Remarks 

	1 
	Financial Risk Mitigation
	21
	16
	1 
	- 
	- 
	4.53 
	Accepted  

	2 
	Enhanced Project Stability
	32
	6
	- 
	- 
	- 
	4.83
	Accepted  

	3 
	Legal and Regulatory Compliance
	38
	- 
	- 
	- 
	- 
	5.00 
	Accepted 

	4 
	Workforce Protection
	19
	13
	6
	- 
	- 
	4.33 
	Accepted 

	5
	Protection Against Delays
	32
	6
	- 
	- 
	- 
	4.83
	Accepted  



N= number of Respondents 
N = 38
Decision rule is that any calculated mean that is below 2.5 will be rejected. 
 Item 1: 
X = (21x5) + (16x4)+(1+3)
  38
172/38
=4.53 
We accept the calculated mean of 4.53 because it is greater the assumed mean of 2.5. Therefore, we will accept the hypothesis that Financial Risk Mitigation is one of the benefits of insurance in mitigating project risks in the Nigerian construction sector.
Item 2: 
We accept the calculated mean of 4.83 because it is greater the assumed mean of 2.5. Therefore, we will accept the hypothesis that Enhanced Project Stability is one of the benefits of insurance in mitigating project risks in the Nigerian construction sector.
Item 3: 
We accept the calculated mean of 5.00 because it is greater the assumed mean of 2.5. Therefore, we will accept the hypothesis that Legal and Regulatory Compliance is one of the benefits of insurance in mitigating project risks in the Nigerian construction sector.
Item 4: 
We accept the calculated mean of 4.33 because it is greater the assumed mean of 2.5. Therefore, we will accept the hypothesis that Workforce Protection is one of the benefits of insurance in mitigating project risks in the Nigerian construction sector.

Item 5: 
We accept the calculated mean of 4.83 because it is greater the assumed mean of 2.5. Therefore, we will accept the hypothesis that Protection against Delays is one of the benefits of insurance in mitigating project risks in the Nigerian construction sector.


















CHAPTER FIVE 
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 	SUMMARY OF FINDINGS 
This study was conducted to evaluate how effectively insurance is being utilized as a risk management strategy within the Nigerian construction industry. It aimed to identify the major barriers limiting the adoption of insurance, assess its actual and perceived benefits, and understand the current level of awareness and compliance among construction stakeholders. Using responses gathered from industry professionals through a structured questionnaire, key insights were drawn on the challenges and potential improvements related to insurance practices. The summary of findings below presents the critical issues, benefits, and recommendations identified through the research.
5.1.1	Barriers to the Effective Application of Insurance
The analysis of responses revealed several key barriers hindering the effective implementation of insurance in construction projects:
1. High Cost of Premiums was one of the most strongly agreed-upon challenges. Many respondents noted that the cost of insurance premiums is often prohibitive for small and medium-sized firms, discouraging full participation.
2. Lack of Awareness was a significant barrier. A large number of respondents agreed that many construction professionals and contractors have limited understanding of how insurance works or the types of coverage available.
3. Low Trust in Insurers also emerged as a major concern. Many participants expressed doubts about the reliability and responsiveness of insurance providers in handling claims efficiently.
4. Weak Regulatory Frameworks were identified as a limiting factor. Respondents agreed that the absence of strong legal enforcement and standardized procedures weakens the role of insurance in the industry.
5. Non-Compliance by Stakeholders was moderately identified. Some industry players ignore mandatory insurance requirements, particularly in informal or sub-contracted projects.
6. Minimal Presence of Insurance Companies in some regions was seen as a constraint, especially in rural or developing construction zones where access to qualified insurance providers is limited.
7. Complexity of Construction Risks received mixed views. While some agreed that the unique and dynamic nature of construction risks complicates insurance coverage, others felt it was manageable with proper policy design.

5.1.2	Benefits of Insurance in Mitigating Project Risks
Respondents expressed strong agreement on the value and importance of insurance in risk mitigation, with the following benefits widely recognized:
1. Financial Risk Mitigation was overwhelmingly supported. Insurance was seen as an effective way to reduce the financial burden of accidents, damage, or unforeseen project disruptions.
2. Enhanced Project Stability received broad agreement. Insured projects were considered to have better continuity and lower chances of complete collapse due to risk-related losses.
3. Legal and Regulatory Compliance was also highlighted. Respondents agreed that insurance helps firms meet legal requirements and industry regulations, especially in public sector contracts.
4. Workforce Protection was rated highly. Insurance is seen as critical for safeguarding workers' health and safety, especially in high-risk construction environments.
5. Protection Against Delays was moderately supported. While some acknowledged that insurance can buffer against financial losses due to delays, others felt its impact depends on the type of policy and response time of the insurer.
In summary, the study found that while insurance is widely acknowledged as a valuable risk management tool in the Nigerian construction industry, its adoption and effectiveness are limited by factors such as high premiums, poor awareness, regulatory weaknesses, and lack of trust in providers. Nonetheless, its benefits—particularly in financial protection, workforce safety, and legal compliance—are clear and well recognized by stakeholders. Addressing these barriers can greatly enhance the role of insurance in improving risk management outcomes in the construction sector.
5.2 	CONCLUSION 
This study set out to investigate the effectiveness of insurance as a risk management tool in the Nigerian construction industry. From the analysis of responses, it is evident that although insurance has strong potential in mitigating construction-related risks—such as financial losses, project delays, and workforce accidents—its application remains limited in practice.
Several key barriers were identified, including the high cost of insurance premiums, limited awareness among professionals, low trust in insurers, and weak regulatory enforcement. These challenges significantly hinder the widespread adoption and effectiveness of insurance policies within construction projects across Nigeria.
Despite these limitations, respondents widely recognized the benefits of insurance, particularly in terms of financial risk reduction, legal compliance, project stability, and workforce protection. These findings highlight the need for improved policies, better education on insurance usage, and stronger institutional frameworks to support risk management in the sector.
In conclusion, for insurance to serve as a truly effective risk management tool in Nigeria’s construction industry, collaborative efforts must be made by the government, regulatory bodies, insurers, and construction stakeholders to address existing limitations and create a more enabling environment.

5.3 	RECOMMENDATIONS 
Based on the findings of this research, the following recommendations are proposed:
1. Subsidize Insurance Premiums for Small and Medium Contractors
Government and industry regulators should consider policy interventions or incentives to reduce the burden of high insurance premiums, especially for small and medium-sized construction firms.
2.Intensify Awareness and Education Campaigns
Construction firms, professional bodies, and insurance companies should collaborate to educate stakeholders about the types, benefits, and processes of insurance coverage through workshops, seminars, and targeted training programs.
3.Strengthen Regulatory Frameworks and Enforcement
Regulatory agencies should ensure strict enforcement of insurance policies in construction contracts. Mandatory compliance should be backed by penalties for defaulting companies.
4.Build Trust between Insurers and Construction Stakeholders
Insurance companies must improve claims responsiveness, transparency, and customer service to restore trust and credibility among construction professionals.
5.Encourage Policy Customization for Construction Risks
Insurers should work with industry experts to design insurance products tailored to the specific risks and stages of construction projects. This will improve coverage effectiveness and industry relevance.
6.Expand Insurance Access across All Regions
Efforts should be made to increase the geographical presence of insurance providers, especially in developing or remote construction zones, to ensure accessibility and support.
7.Integrate Insurance Education in Professional and Academic Curricula
Courses on insurance and risk management should be formally integrated into construction-related academic programs and professional development schemes to build long-term capacity in the sector.
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APPENDIX
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KWARA STATE POLYTECHNIC, ILORIN
INSTITUTE OF ENVIRONMENTAL STUDIES 
DEPARTMENT OF QUANTITY SURVEYING

RESEARCH QUESTIONNAIRE
The research topic is “Investigating the Effectiveness of Insurance as a Risk Management Tool in Nigerian Construction Industry” and the purpose is to identify the major barriers limiting the effective application of insurance in construction projects across Nigeria,to examine the level of utilization of insurance as a risk management strategy among construction firms in Nigeria, italso assess the perceived and actual benefits of insurance in mitigating project risks in the Nigerian construction sector.
This Questionnaire survey has been adopted and design for this purposes. It will be used only for research purpose and will be treated privately and confidentially. Respondents are expected to be as honest as possible while answering the questions.  
	Thank you. 
Yours faithfully,  

SAKA MUTIAT AJOKE
HND/23/QTS/FT/0065


SECTION A: PERSONAL DATA OF RESPONDENT. 
1. Which of the following project participant are you? (Please choose one). 
A)  Project Manager (  )     B)  Project Engineer (   )  C)Architect (   ) D) Quantity Surveyor (  ) E)  Builder ( ) 
2. Which of the following organization do you work? 
A)Building Contractors   (   ) B) Consultants   (   ) C) Real Estate Firm (   ) 
D) Architectural Firm (   ) E) Civil Engineering Firm (   ) 
3. Which of the following types of project do you manage? 
A) Residential Building Project (  ) B) Commercial Building Project (  ) 
C) Industrial Building Project (  ) D) Others (Please specify) …………….. 
4. What is the size of the project managed by you? 
A) Small project (  ) B) Medium project (  ) C) Large project (  ) 
D) All the above (  ) E) Others (Please specify) …………………. 
5. How familiar are you with Value management principles in construction sectors? 
A) Very Low   (   ) B) Low            (   ) C) Average      (   ) 
D) High           (   )     E) Very High   (   ) 
6. To what level have you been involved in construction projects? 
A) Very Low   (   ) B) Low            (    ) C) Average      (    ) 
D) High           (    ) E) Very High  (    ) 
7. What is your length of experience in construction industry? 
A) 1-5yrs         (   )  B) 6-10yrs       (   ) C) 11-15yrs     (   ) 
D) 16-20yrs     (   ) E) 21 above    (   ) 
	

Instruction:
Read each statement below carefully and tick [√] the one that you think is the most appropriate out of the given options: 
Strongly Agree (SA), Agree (A) Neutral (N), Disagree (D), Strongly Disagree (SD)
SECTION B
	
	Major barriers limiting the effective application of insurance in construction projects across Nigeria.
	OPTIONS 

	 SN
	ITEMS
	SA 
	A 
	N 
	D 
	SD 

	1 
	Complexity of Construction Risks
	
	
	
	
	

	2 
	High Cost of Premiums
	
	
	
	
	

	3 
	Lack of Awareness
	
	
	
	
	

	4 
	Weak Regulatory Frameworks
	
	
	
	
	

	5 
	Non-Compliance
	
	
	
	
	

	6 
	Minimal Presence of Insurance Companies
	
	
	
	
	

	7
	Low Trust in Insurers
	
	
	
	
	



SECTION C 
	
	Benefits of insurance in mitigating project risks in the Nigerian construction sector.
	OPTIONS 

	 SN
	ITEMS
	SA 
	A 
	N 
	D 
	SD 

	1 
	Financial Risk Mitigation
	
	
	
	
	

	2 
	Enhanced Project Stability
	
	
	
	
	

	3 
	Legal and Regulatory Compliance
	
	
	
	
	

	4 
	Workforce Protection
	
	
	
	
	

	5 
	Protection Against Delays
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