Proceedings of the Africa Regional Committee’s
First Conference on Deposit Insurance
Abuja, Nigeria
21-23 June 2003

November 2004

C/O BANK FOR INTERNATIONAL SETTLEMENTS
CENTRALBAHNPLATZ 2, CH-4002 BASEL, SWITZERLAND
TEL: +41 0 61 280 9933 FAX: +011 41 61 280 9554


http://WWW.IADI.ORG

Foreword

Nigeria Deposit Insurance Corporation was the host for the Africa
Regional Committee’s first Conference, which was held in Abuja, Nigeria
from 21-23 June 2004. Consistent with IADI’s vision “to share deposit
insurance expertise with the world”, deposit insurers and policy makers from
Africa and elsewhere were invited to make presentations and participate in
the conference. The presentations covered deposit insurance as an integral
part of the financial safety net, strategies to promote effective deposit
insurance systems, information needs of deposit insurers, guidance on
differential premiums systems, lessons learned from dealing with
institutional failures, the Enterprise Risk Management approach being
implemented by Canada Deposit Insurance Corporation, funding,
public awareness, lessons learned, interrelationships and future
challenges for policy makers in Africa in implementing a deposit
insurance system. The audience of 60 from seven African countries, Jordan
and Canada gave the conference a truly international scope.

These proceedings were prepared by Dr. J. A. Afolabi, Assistant Director,
Research Department, Nigeria Deposit Insurance Corporation. | was pleased
to attend the conference as a representative of the International Association
of Deposit Insurers and | would like to thank the Nigeria Deposit Insurance
Corporation for their hospitality during my visit to such a wonderful country.
I look forward to many such visits and events in the future.

R ooy A

John Raymond LaBrosse
Secretary General
22 November 2004
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Introduction

As part of its activities for 2004 and in order to encourage the introduction of
explicit deposit insurance scheme (DIS) as well as strengthen DISs on the
continent, the Africa Regional Committee organized its first international
conference on deposit insurance. It was held from June 21-23, 2004 in
Abuja, Nigeria. The Conference, which was declared open with a stimulating
Keynote Address by the Honourable Minister of Finance of the Federal
Republic of Nigeria, Dr. (Mrs.) Ngozi Okonjo-lweala, had as its main theme:
“Deposit Insurance in Africa: Issues, Challenges and Prospects.” The
specific objectives of the Conference were to:

a create awareness about the benefits of the deposit insurance systems
in Africa;

b. strengthen the existing deposit insurance arrangements in Africa
through experience sharing; and

C. assist African countries that are in the process of introducing formal
depositor protection in the design and implementation of their
systems.

Apart from the opening session, there were thirteen sessions focusing on
different issues in deposit insurance. Three of them were exclusively
devoted to the presentation and discussion of deposit insurance practice in
African countries. The sessions unequivocally highlighted the achievements
of the various deposit insurance systems in Africa as well as the challenges
confronting them. Some sessions discussed issues such as Deposit
Insurance, Concept, Practice and Relevance in Africa; Enterprise Risk
Management at Canada Deposit Insurance Corporation; Determining the
Adequacy of Maximum Deposit Insurance Coverage; and Deposit Insurance
in an International Banking Context. Other issues addressed were Funding
and Investment Policies; Differential Premium assessment System; Inter-
relationship Among Safety net Players; Public Awareness; Financial Stability:
Work Plans of the Reserve Bank of South Africa; as well as Lessons Learned
from introducing Deposit Insurance.

The Conference drew its facilitators from Africa, India and the Secretariat of
the 1ADI. It had 60 participants from seven African countries and one
participant attended from Jordan.



Session | : Conference Overview
Welcome Address

Ganiyu A. Ogunleye, OFR, Managing Director/Chief Executive Officer
(NDIC) and Chairman, Africa Regional Committee of the
International Association of Deposit Insurers

In his welcome address, Mr. Ogunleye informed participants, especially,
those coming in contact with 1ADI for the first time that ADI was formed in
May 2002 with the objective of contributing to the stability of financial
systems by promoting international cooperation and interaction among
deposit insurers and other interested parties. He stated that the conference
was organised in line with that objective and, in particular, to share
experiences and discuss issues that affect the region with respect to deposit
insurance practices.

He went further to reiterate the vision of J. P. Sabourin (President and Chair
of the Executive Council of ADI) over the next five years which includes a
desire to develop a team of expert practitioners; a wish to develop effective
practices to help deposit insurance practitioners worldwide; and a wish to
empower Regional Committees especially in areas dealing with cross-border
issues as well as developing specific training programs to meet the regional
needs.

He indicated that the governance structure of IADI was made up of the
Executive Council at the apex while there were standing committees in areas
such as Governance, Research and Guidance, Membership and
Communication, Training and Conference, Finance and Planning and Audit.
According to Mr. Ogunleye, Regional Committees for Asia, Africa, The
Caribbean, Latin America and Eurasia were also established to address
peculiar issues of interest in each region. He put the participation of the
Association comprising Members, Associates, Observers and Partners at 49.
In its two years of existence, Mr. Ogunleye noted that IADI had been able to
conduct an international survey on Deposit Insurance System (DIS) and also
provided a draft guidance paper on differential premiums.

The specific objectives of the conference were to create awareness about the
benefits of DIS in Africa and strengthen the existing DIS in Africa through
experience sharing. Finally, he added that the Conference would also
provide assistance to African countries that were in the process of
introducing a DIS into their economies.



Special Address
John Raymond LaBrosse, Secretary General, |IADI

Mr. LaBrosse special address He started by commending the Nigeria Deposit
Insurance Corporation (NDIC) for organizing its first regional conference. He
said that as the Secretary General of IADI, he had been involved in the
recent past in enlightening and assisting officials of many countries on the
design and implementation of an effective DIS because of the important role
that an effective DIS contributes to financial stability.

The need for an effective DIS stems from the fact that banks will fail and
thereafter, the financial safety nets should be ready to handle the
consequences because the public would demand access to their funds.
Thus, it was important for the deposit insurer to handle such requests
speedily and credibly. And such readiness, he said, was dependent on how
well practitioners were able to affect a payout. Beyond that, Mr. LaBrosse
noted, deposit insurance practitioners needed training in several areas such
as public awareness techniques, risk assessment, standards of sound
business and financial practices, the development of differential premium
systems, the determination of appropriate coverage limits and development
of intervention strategies, amongst others. 1ADI, he stressed, could help
with practitioner-focused training in those areas through conferences, policy
dialogues, seminars and regional meetings. To that end, IADI had published
two issues of a training catalogue and also worked with the European Bank
for Reconstruction and Development on two seminars on deposit insurance
for countries from Eastern Europe and Central Asia as well as deposit
insurers and policymakers from The Western Balkans.

He enjoined participants to use the opportunity offered by the conference to
ask questions and share information on best practices. He concluded his
presentation by inviting participants to the Third Annual 1ADI Conference
which is being held in Brunnen, Switzerland in the last week of October
2004.



Letter From the Chair of the Executive Council and President of IADI,
Jean Pierre Sabourin

Read by Ganiyu A. Ogunleye, OFR, MD/CEO of NDIC and Chairman,
Africa Regional Committee of the IADI

Mr. Sabourin started by stressing the importance attached to regional
networks such as the Africa Regional Committee of IADI, the organiser of
the conference. 1ADI relies on its regional committees, as they are the best
mechanism to address regional issues.

He expressed his appreciation to the Nigeria Deposit Insurance Corporation
for taking the initiative to organise the conference. In particular, he
commended Ganiyu A. Ogunleye for his contribution to IADI in the last two
years.

Finally, he enjoined all participants to discuss freely and exchange
meaningful ideas on how best to practice deposit insurance.



Goodwill Message
Professor Charles C. Soludo, Governor, Central Bank of Nigeria

Professor Soludo began his presentation by expressing his delight at the
invitation to deliver a goodwill message during the opening ceremonies of
the conference. He noted that the theme of the conference was timely in
view of the need to promote financial stability worldwide, given the
globalization of financial markets.

He recalled the three components of the safety net to include deposit
insurance, lender of last resort and effective regulation and supervision of
financial institutions. He said that the primary objective of a DIS is to
protect depositors, especially small savers. In performing that
responsibility, a DIS could stabilize a bank’s deposit base and also
discourage contagious runs on banks. He observed, however, that the
existence of a DIS could create moral hazard, hence the need for market
and supervisory discipline and attention to good corporate governance.

Prof. Soludo gave the global trend in the practice of deposit insurance.
According to him, there were presently 72 systems of deposit protection
arrangements worldwide out of which ten (10) are in Africa. He recalled that
the DIS in Nigeria, which was established in 1988, is fully owned and
managed by the government. He enjoined participants to discuss issues on
how to encourage international cooperation and how African banks could
increase their share of the global deposit market. He concluded his message
by emphasizing the importance of good corporate governance and the need
for regular reforms aimed at improving existing deposit protection
arrangements.



Keynote Address

Dr. (Mrs.) Ngozi Okonjo-lweala, Honourable Minister of Finance,
Federal Republic of Nigeria

Dr. (Mrs) Okonjo-lweala started her address by commending the foresight,
vision and initiative of the founding fathers of IADI. She was particularly
delighted that African countries were co-founders and also served on its
Executive Council. She enjoined members of the Africa Regional Committee
to continuously spread the ‘gospel’ of DIS through similar events.

Thereafter, she stressed the importance of banks in the intermediation
process and asserted that the effectiveness and efficiency with which the
roles could be performed would depend on the degree of safety, soundness
and the stability of the banking system. For that reason and particularly to
protect consumers of financial services, she observed that banking was more
regulated than other sectors of the economy. She noted that deposit
insurance was one leg of the tripod of the safety net in any banking system;
the others being effective regulation and supervision as well as provision of
lender of last resort facilities.

She recalled that the NDIC was established in 1988 to strengthen the safety-
net of the banking system following the adoption of the Structural
Adjustment Program (SAP) in 1986. She said the DIS in Nigeria was
designed as a risk minimiser with powers and responsibilities to insure
deposits, to supervise depository institutions and to provide a mechanism for
the orderly resolution of failing and failed institutions. According to her, the
Corporation had, since its establishment, justified the purpose for which it
was set up. In spite of the notable achievements of the Corporation
particularly in the orderly liquidation of 3thirty four banks, she noted that
the system was still being faced with some challenges such as poor public
awareness, inadequacy of maximum insurance coverage and a slow judicial
process, among others.

Mrs Okonjo-lweala noted that topics for the conference had been carefully
selected to address major issues affecting effective design and
implementation of a DIS in Africa. Apart from the sessions on experience
sharing, she said areas such as public awareness, determination of the
adequacy of maximum insurance coverage and funding arrangements were
important components of an effective DIS that needed to be well addressed
during the 3-day conference. She expressed her belief in the capabilities of
the array of speakers and discussants to tackle issues to be raised during
the different sessions. She particularly beseeched the organisers of the
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