
LECTURE 5: 
INSURANCE CONTRACT AND WAGERING AGREEMENT

5.1. INTRODUCTION

Insurance is the arrangement or law’s endeavor to distribute or socialize responsibility. When it first appeared it was regarded as a weird impostor in the field of jurisprudence, and hence it was rejected and outlawed as if it was a gambling game and wagering agreement. I was seen as a speculation contract, and hence in law it amounted to a wagering agreement.  

5.1. OBJECTIVES

This lecture is going to introduce the reader to differences between insurance contract and a wagering contract. In so doing the similarities and differences between the two will be covered. 
5.3. BODY
A wagering agreement is the agreement in which one person promises to give money or shift possessions to another person upon the occurrence or non occurrence of an uncertain event. A contract of insurance bears an outward likeness to a wagering agreement. However with social development the stance that insurance was a contract on assumption changed. Now the law identifies insurance as a scheme of distributing risk too enormous to be borne by one person. However the contract of insurance is an aleatory (depending on unforeseen event) contract. It depends on an uncertain event. But it is not a wagering agreement. 
There are a number of differences between insurance agreement and wagering agreement as follows:-

i) Insurance contract (with exception of life assurance, accident and sickness insurances) is a contract that intends to compensate or indemnify the insured. This type of contract intends to indemnify the insured if the peril insured against happens. However in wagering agreements the parties never agree on covering risks and hence there is no point of indemnification.
ii) The essence of insurance agreement is for the insurer to assume the risk and compensate for the losses that the insured will incur in the happening of the peril insured against. However, the purpose of the insurance agreement is to cover the insured against losses on the happening of the peril insured against which is uncertain, while the purpose of a wagering contract is to make speculative increase.

iii) It is a mandatory principle of insurance contracts that insurable interest or pecuniary one must be possessed by the insured with relation to the subject matter of insurance. While a wagering agreement it is not mandatory that parties should have any pecuniary interest, but it just arise from the agreement itself.
iv) Utmost good faith or duty of disclosure is a requirement of an insurance agreement whether in application or renewal, and when there is non disclosure the innocent party may avoid the contract. However in a wagering agreement there no need of utmost good faith.

v) There are different levels of loss or damage arising from the insurance cover. While the principle of wagering is either win or lose. 

vi) Insurance contract is a legally binding and enforceable, it brings benefit to the society and hence it is encouraged, some are also compulsory such as motor insurance, while wagering contract is a void one and it is against community policy. 

5.4. SUMMARY

Insurance contract is contract that is different form wagering contract and any other types of contract in that the insured must have pecuniary interest on the subject matter of the contract.  Furthermore the assured must disclose all the material facts or circumstances relating to the subject matter for the insurer to assess the risk before the formation of contract. Moreover insurance contract is a contract of indemnity and all the above mentioned elements are lacking from the wagering agreement and any other agreement.
5.5. REVIEW QUESTIONS

Differentiate between the wagering agreement and insurance contract.
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