International Journal of Economics and Financial Management (IJEFM)
E-ISSN 2545-5966 P-ISSN 2695-1932 Vol 10. No. 11 2025 www.iiardjournals.org online version

Effect of Commercial General Liability Insurance on Insurance
Market Development in Nigeria

Macauley Chrysantus Martin
Department of Accounting, Faculty of Management Sciences,
University of Uyo, Uyo
martinmacauley071(@gmail.com

Edidiong Justine John
Department of Accounting, Faculty of Management Sciences,
Akwa Ibom state university, Obio Akpa Campus, Akwa Ibom state
edidiongjohn1000@gmail.com

Oto-obong Udom Udo
Department of Accounting, Faculty of Management Sciences,
Akwa Ibom state university, Obio Akpa Campus, Akwa Ibom state
otoobongudom534@gmail.com

Wisdom Etiemana Peter
Department of Accounting, Faculty of Management Sciences,
Akwa Ibom state university, Obio Akpa Campus, Akwa Ibom state
wisdometiemanal @gmail.com
DOI: 10.56201/ijefm.v10.n011.2025.pg32.43

Abstract

The Nigerian insurance sector faces persistent challenges with low market penetration,
currently stagnating at less than 1% of GDP, despite the critical role of Commercial General
Liability Insurance in mitigating business risks and fostering economic stability. While
premium income and claims settlement efficiency are widely regarded as key drivers of
insurance adoption, their actual impact on market penetration remains empirically
underexplored in Nigeria. This study investigates the effect of Commercial General Liability
Insurance on insurance market development in Nigeria. Using ex-post facto and descriptive
research designs, the study analyzed secondary data from 2012 to 2023 sourced from the
Central Bank of Nigeria, World Bank, and NAICOM. Ordinary Least Squares (OLS) regression
was employed to test the hypotheses. The findings revealed that premium income from CGLI
had a non-significant negative effect on market penetration (Coeff. = -0.000000724, p =
0.2124), while claims settlement efficiency showed a non-significant positive relationship
(Coeff. = 6.270190, p = 0.2163). The study concluded that isolated improvements in premium
pricing or claims processing are insufficient to expand market penetration. Instead, holistic
strategies integrating consumer education, regulatory reforms, and innovative product design
are needed to address underlying barriers. It was also recommended that regulatory bodies
and insurance firms should collaborate to design policies and products that align with
consumer needs and Nigeria s economic realities for enhanced market development.

Keywords: Commercial General Liability Insurance, market penetration, premium income,
claims settlement efficiency.
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1.0 INTRODUCTION

The Nigerian insurance sector has undergone significant transformation in recent years,
with Commercial General Liability Insurance emerging as a critical driver of market expansion.
According to Okonkwo and Adeleke (2021), Commercial General Liability Insurance plays a
pivotal role in mitigating business risks, thereby fostering economic stability and encouraging
enterprise growth. The premium income from CGLI serves as a key indicator of market
confidence, reflecting the willingness of businesses to invest in risk protection. Between 2019
and 2024, Nigeria witnessed fluctuations in CGLI adoption, influenced by regulatory reforms
and macroeconomic conditions. Internationally, Smith and Johnson (2022) argue that efficient
liability insurance markets correlate strongly with higher financial sector development, as they
enhance investor confidence and facilitate capital inflows. In Nigeria, however, despite
regulatory efforts by the National Insurance Commission (NAICOM), the insurance
penetration rate remains low at approximately 0.5% of GDP, signaling untapped potential for
CGLI to stimulate broader market development.

Claims settlement efficiency is another crucial dimension of Commercial General
Liability Insurance that impacts insurance market growth. Okafor and Ibrahim (2020) highlight
that delays in claims processing undermine policyholder trust, discouraging businesses from
fully embracing liability coverage. Empirical data from Nigerian insurers between 2019 and
2023 reveals that only 60-65% of Commercial General Liability Insurance claims were settled
within regulatory timelines, creating liquidity concerns for enterprises. Comparatively, in
developed markets, Brown and Lee (2023) demonstrate that high claims settlement efficiency
(above 85%) directly correlates with increased insurance penetration, as prompt payouts
reinforce market credibility. Nigeria’s struggle with bureaucratic bottlenecks and fraud in
claims management has constrained the potential of Commercial General Liability Insurance
to catalyze economic resilience. Addressing these inefficiencies could unlock higher insurance
uptake, particularly among small and medium-sized enterprises (SMEs), which are pivotal to
Nigeria’s economic diversification agenda.

The insurance market penetration rate, measured as the ratio of total insurance
premiums to GDP, serves as a proxy for sectoral development and economic maturity. Nigerian
researchers Eze and Mohammed (2023) posit that low penetration rates (below 1%) reflect
structural challenges, including weak enforcement of compulsory insurance policies and low
public awareness. Conversely, in advanced economies, Garcia and Miiller (2021) establish that
liability insurance products like Commercial General Liability Insurance contribute
substantially to financial deepening, with penetration rates exceeding 3-4% of GDP. For
Nigeria to harness Commercial General Liability Insurance’s full potential, policymakers must
prioritize regulatory efficiency, product innovation, and financial literacy campaigns.
Enhancing CGLI accessibility and reliability could elevate Nigeria’s insurance market from its
current nascent stage into a key pillar of economic development, aligning with global
benchmarks for insurance-driven financial inclusion.

However, the Nigerian insurance market faces significant challenges in achieving
robust development, particularly in the context of Commercial General Liability Insurance
Commercial General Liability Insurance, which remains underutilized despite its potential to
drive sectoral growth and economic stability. Currently, the insurance penetration rate in
Nigeria stagnates at less than 1% of GDP, reflecting low public confidence and limited adoption
of liability coverage among businesses, especially small and medium-sized enterprises (SMEs).
This underperformance is exacerbated by inefficiencies in claims settlement processes, with
only about 60-65% of CGLI claims resolved within regulatory timelines, creating financial
uncertainties for policyholders and discouraging broader market participation. Furthermore,
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premium income from CGLI, while growing, remains disproportionately low compared to
other emerging markets, indicating a gap in risk awareness and regulatory enforcement.

The consequences of this stagnation are far-reaching: businesses operate with
inadequate protection against liabilities, exposing them to financial vulnerabilities that could
destabilize operations and deter investment and financial performance. Effective management
of the cash conversion cycle is essential for firms to optimize their working capital, reduce their
risk exposure, and improve their financial performance (Ogbuigwe, Aluya & John, 2025). At
the macroeconomic level, the underdeveloped CGLI segment constrains the insurance sector's
ability to contribute meaningfully to financial deepening and economic resilience, limiting its
role in facilitating capital flows and supporting Nigeria's diversification agenda. Without
addressing these systemic issues including slow claims processing, low product awareness, and
regulatory gaps Nigeria's insurance market will continue to lag behind global benchmarks,
undermining its potential to foster economic stability and growth. The persistence of these
challenges calls for urgent empirical investigation into how CGLI can be optimized to catalyze
insurance market development, particularly through enhanced claims efficiency, product
innovation, and policy reforms that align with international best practices. As a result, this study
sought to fill the existing research gap by examining the effect of Commercial General Liability
Insurance on Insurance Market Development in Nigeria. The specific objectives of the study
were to:

1. analyze the effect of premium income from Commercial General Liability

Insurance on total insurance market penetration rate in Nigeria.

ii.  assess the effect of claims settlement efficiency in Commercial General Liability

Insurance on total insurance market penetration rate in Nigeria.

From the specific objectives, the following research questions were raised:

i. what is the effect of premium income from Commercial General Liability

Insurance on total insurance market penetration rate in Nigeria?

i1. What effect does claims settlement efficiency in Commercial General Liability
Insurance have on total insurance market penetration rate in Nigeria?
The following null hypothesis were stated in line of the specific objectives:
Hoi: Premium income from Commercial General Liability Insurance has no significant
effect on total insurance market penetration rate in Nigeria.
Ho2: Claims settlement efficiency in Commercial General Liability Insurance does not
significantly affect total insurance market penetration rate in Nigeria.

2.0 LITERATURE REVIEW
2.1 Conceptual Framework
2.1.1 Commercial General Liability Insurance

Commercial General Liability Insurance is a foundational business insurance product
designed to protect companies against financial losses arising from third-party claims of bodily
injury, property damage, or personal and advertising injury. It covers legal fees, medical
expenses, and settlement costs, enabling businesses to operate without fear of debilitating
lawsuits. According to Adebayo (2022), CGLI is particularly crucial in emerging economies
like Nigeria, where legal and operational risks are heightened due to infrastructural and
regulatory gaps. Despite its importance, many Nigerian businesses, especially SMEs,
underutilize CGLI due to cost concerns and low risk awareness. This underinsurance leaves
enterprises vulnerable to financial shocks, stifling economic resilience and growth.
Premium income from CGLI: Premium income from CGLI represents the total revenue
generated by insurers from selling liability coverage policies, serving as a key indicator of
market demand and risk perception. Okafor (2023) notes that Nigeria’s CGLI premium income
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has grown modestly but remains low compared to peer markets, reflecting limited adoption
and enforcement of compulsory liability coverage. Factors such as economic volatility, high
premium costs, and low corporate insurance culture contribute to this stagnation. For instance,
many businesses prioritize short-term savings over long-term risk mitigation, undermining the
insurance sector’s potential to pool risks effectively. Higher premium income would signal
stronger market confidence and broader financial protection, essential for fostering economic
stability.

Claims settlement efficiency in CGLI: Claims settlement efficiency measures how promptly
and fairly insurers process and pay out CGLI claims, directly impacting policyholder trust and
market credibility. Ibrahim (2021) highlights that delays and disputes in claims resolution are
pervasive in Nigeria, with only 60-65% of claims settled within regulatory timelines.
Bureaucratic inefficiencies, fraud, and liquidity constraints exacerbate the problem,
discouraging businesses from investing in liability coverage. In contrast, markets with high
claims efficiency (e.g., 85%) experience stronger insurance uptake, as timely payouts
reinforce reliability. Improving Nigeria’s claims processes through digitization and stricter
regulatory oversight could enhance CGLI’s appeal and drive market expansion.

2.1.2 Insurance Market Development

Insurance market development refers to the growth and sophistication of the insurance
sector, measured by product diversity, accessibility, and integration into the broader economy
and well as shareholder wealth maximization. Shareholders wealth maximization model in
pursuance of the main corporate objective might be expressed as a motivator for the financial
objective of the public corporation, such as wealth maximization as well as profit maximization
at the same time (Ogbuigwe, John & Aluya, 2024). According to Eze (2024), Nigeria’s
insurance sector remains underdeveloped, with low penetration and heavy reliance on
traditional products like motor and life insurance. CGLI, though critical for business risk
management, occupies a niche segment, limiting its contribution to financial deepening.
Regulatory reforms, such as the NAICOM’s Risk-Based Capital framework, aim to strengthen
insurer solvency and innovation, but implementation gaps persist. A robust insurance market
would enhance economic resilience by mobilizing domestic savings and providing stability
against unforeseen liabilities.
Total Insurance Market Penetration Rate: The total insurance market penetration rate,
calculated as the ratio of total insurance premiums to GDP, reflects the sector’s economic
footprint and maturity. Smith (2023) emphasizes that Nigeria’s penetration rate (0.5-1%) lags
behind the African average (2.7%) and global benchmarks (7-8%), signaling untapped
potential. Low penetration stems from weak enforcement of compulsory insurance, limited
public awareness, and affordability barriers. For CGLI, this translates to minimal impact on
broader market development, despite its role in protecting businesses. Raising penetration
requires targeted policies, such as incentivizing SME coverage and leveraging technology to
expand distribution channels, to integrate insurance into Nigeria’s economic fabric.

2.1.3 Commercial General Liability Insurance and Insurance Market Development
According to Okafor (2023), premium income from CGLI is a key indicator of market
demand and risk perception. A higher premium income from CGLI would indicate a higher
level of market penetration, as more businesses are purchasing liability coverage. Smith (2023)
notes that Nigeria's insurance market penetration rate is low, which is reflected in the modest
growth of premium income from CGLI. As the insurance market penetration rate increases, it
is likely that premium income from CGLI will also increase, indicating a growing demand for
liability coverage. Also, Ibrahim (2021) stressed that delays and disputes in claims resolution

IIARD — International Institute of Academic Research and Development Page 35



http://www.iiardjournals.org/

International Journal of Economics and Financial Management (IJEFM)
E-ISSN 2545-5966 P-ISSN 2695-1932 Vol 10. No. 11 2025 www.iiardjournals.org online version

can discourage businesses from investing in liability coverage, which can negatively impact
insurance market penetration. On the other hand, efficient claims settlement increases trust and
confidence in the insurance market, leading to higher market penetration. A high claims
settlement efficiency in CGLI would indicate that insurers are processing and paying out claims
promptly and fairly, which can contribute to a higher insurance market penetration rate. Smith
(2023) also emphasized that raising penetration requires targeted policies, including improving
claims settlement efficiency, to integrate insurance into Nigeria's economic fabric.

2.2 Theoretical Framework
2.2.1 Supply-Leading Hypothesis

The Supply-Leading Hypothesis, proposed by Patrick (1966), provides a compelling
framework for understanding Nigeria's Commercial General Liability Insurance (CGLI)
market dynamics by emphasizing the primacy of supply-side initiatives in driving insurance
market development. This theory's relevance to Nigeria's context is particularly pronounced
given the market's current state of underdevelopment, characterized by low penetration rates
(0.5% of GDP) and limited risk awareness among businesses. The hypothesis suggests that
strategic interventions by insurers and regulators - such as innovative product design, enhanced
distribution channels, and robust regulatory frameworks - must precede and stimulate demand
rather than respond to it. This perspective gains further credence when examining Nigeria's
insurance sector, where traditional demand-side factors like income levels and risk perception
have failed to generate significant market growth organically. However, critics including
Demirgiig-Kunt and Levine (2017) and Adeyele (2020) have highlighted the limitations of a
purely supply-driven approach, pointing to Nigeria's persistent challenges with weak
enforcement, low financial literacy, and product-market mismatches.

Despite these valid criticisms, the Supply-Leading Hypothesis remains particularly
instructive for Nigeria's CGLI market, as it directs attention to critical supply-side constraints
that must be addressed: the lack of tailored products for key sectors like manufacturing and
construction, inadequate distribution networks, and inconsistent regulatory enforcement. By
adopting this theoretical lens, the study focuses on how deliberate institutional and industry-
led initiatives - such as NAICOM's Risk-Based Capital framework and targeted product
innovations for SMEs - can catalyze market development even in the face of currently tepid
demand. The hypothesis thus offers both an explanatory framework for past market stagnation
and a prescriptive roadmap for future growth, while acknowledging the need for
complementary demand-side interventions to achieve sustainable market development in
Nigeria's unique economic context.

2.3  Empirical Review

Okon (2024) examined the effect of premium income from Commercial General
Liability Insurance on the penetration rate of the Nigerian insurance market. The research
adopted an explanatory survey design to trace causality between CGLI premium income and
market penetration. The population comprised all licensed non-life insurance companies
operating in Nigeria, totaling 58 firms. A sample of 36 firms was selected through stratified
random sampling to ensure inclusion across small, medium, and large providers. Data were
gathered from audited financial reports and NAICOM bulletins from 2019 to 2023. Analysis
was conducted using panel regression and correlation analysis. Findings indicated a statistically
significant relationship between premium income from CGLI and insurance market
penetration, with premium income explaining 42% of the variance in market penetration. The
study concluded that premium growth in liability insurance segments has become an influential
lever in driving overall industry expansion, rejecting the null hypothesis Ho.
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Eze and Mohammed (2023) conducted a quantitative investigation into how the
efficiency of claims settlement under CGLI policies affects insurance market development in
Nigeria. Employing a causal-comparative research design, their study focused on a population
of 2,800 corporate clients insured under general liability policies. From this population, a
sample of 420 clients was selected using purposive sampling to include firms that had
experienced at least one claim in the last two years. The authors used structured questionnaires
and company claim records, analyzing data through logistic regression and structural equation
modeling. The results showed that claims settlement efficiency, especially speed and
transparency, had a positive and significant impact on clients’ renewal decisions and referrals,
thus enhancing market penetration. It was concluded that timely and reliable claims processing
directly influences trust and growth in the insurance sector.

Larsen, et al., (2023) explored CGLI’s role in shaping insurance penetration in
emerging markets, with a case focus on Nigeria and Ghana. The research adopted a longitudinal
panel design, using data from national insurance commissions, World Bank indicators, and
private insurers between 2019 and 2023. The population included all commercial liability
insurers in both countries, while a stratified sample of 25 Nigerian firms was selected. The
study utilized multivariate regression analysis and Granger causality tests to explore temporal
patterns. It was discovered that in Nigeria, CGLI premium growth Granger-caused increases in
market penetration metrics such as Gross Written Premium to GDP ratios. Furthermore, high
claims settlement ratios significantly predicted higher industry retention and participation rates.
The study concluded that efficient liability underwriting and claims management are critical in
building sustainable insurance sectors in sub-Saharan Africa, rejecting both null hypotheses.

Ademola (2022) undertook a localized study focusing on how CGLI impacts small and
medium-sized enterprise (SME) inclusion in insurance in Nigeria. Using a descriptive-
correlational design, the study population comprised registered SMEs insured under CGLI
across six geopolitical zones. A sample of 312 SMEs was selected using quota sampling to
reflect regional distribution. The research instrument included a structured questionnaire and
claims tracking sheet, and data analysis was done using Pearson correlation and multiple
regression techniques. The findings showed a significant and positive correlation between
CGLI premium affordability and SME insurance uptake. Furthermore, efficient claims
settlement led to greater SME confidence in insurance products, promoting market
development. The study concluded that both incomes derived from CGLI and effective claims
processing are vital to the insurance sector’s penetration among underserved business
segments, invalidating both null hypotheses.

Chukwu and Adebayo (2021) investigated the structural barriers and facilitators of
CGLTI’s contribution to Nigeria’s insurance market growth. The research combined qualitative
interviews with quantitative surveys. The population included insurance managers, corporate
policyholders, and claims officers. A multi-stage sampling technique was used to select 200
participants across Lagos, Abuja, and Port Harcourt. Quantitative data were analyzed using
path analysis, while qualitative data underwent thematic coding. The results revealed that
premium growth in liability insurance was associated with broader policy awareness and policy
bundling strategies. Efficient claims settlements were cited as key to market trust-building and
new client acquisition. The study concluded that both premium volume and operational claims
efficiency play mutually reinforcing roles in increasing insurance penetration, thus rejecting
the null hypotheses Ho: and Hos.

Rodriguez and Samuel (2021), the effect of underwriting practices in CGLI on market
penetration in Nigeria was explored within the broader context of regulatory reforms. The study
utilized an archival research design analyzing data from NAICOM, Nigerian Stock Exchange
filings, and annual reports of 40 insurance companies from 2019 to 2021. The sample included
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22 companies involved actively in liability underwriting, selected through purposive sampling.
Data analysis was done using time-series regression and variance decomposition. Findings
indicated that higher premium income from rigorously underwritten CGLI policies correlated
with increased investor confidence and market visibility. Additionally, claims settlement
efficiency positively influenced customer retention, which in turn elevated overall market size.
The study concluded that both underwriting discipline and post-claim servicing are strategic
levers for developing the Nigerian insurance market, providing sufficient evidence to reject
Hoi and Ho..

Idowu (2020) analyzed the influence of claims responsiveness in CGLI on corporate
client loyalty and market expansion in Nigeria. The research design was experimental, focusing
on firms that had received either immediate or delayed claims processing. The population was
drawn from 150 large commercial clients in Lagos insured under CGLI. A matched-pair
sampling technique was used to select 60 firms, evenly divided into fast and delayed claims
settlement groups. The dependent variable was client renewal and recommendation rates,
analyzed using ANOVA and paired-sample t-tests. The study found that firms with faster claims
experiences had significantly higher renewal rates (p<0.05) and stronger positive perceptions
of the insurance market. The conclusion emphasized that timely claims settlement under CGLI
enhances the industry's image and contributes to its deeper penetration

3.0 METHODOLOGY

The research employed both ex-post facto and descriptive research methodologies.
These approaches were selected because the study relied entirely on pre-existing historical data
that had been previously collected and documented prior to the commencement of the current
investigation. The secondary data was sourced from Central Bank of Nigeria Statistical Bulletin
(2024), Worldbank Database (2024), insurance companies' annual reports and the National
Bureau of Statistics. The time series for this study was from 2012 to 2023. This study is
quantitatively based and built on existing studies and methodologies. The model adopted for
the study is specified below:

TIMPR = Bo + B1 PICGLI + e (1)
TIMPR = Bo+ B2 CSECGLI +e (2)
Where;

TIMPR = Total Insurance Market Penetration Rate

PICGLI = Premium Income from CGLI

CSECGLI = Claims Settlement Efficiency in CGLI

Bo = Intercept or regression constant

B1-B2 = Regression coefficients to be estimated

e = Disturbance term/White noise.

The analysis employed Ordinary Least Squares (OLS) regression techniques, utilizing
E-views 10.0 software for simple regression analyses. To assess the statistical significance of
the results, hypothesis testing was performed using a conventional 5% significance threshold
(o = 0.05), which represents the widely accepted benchmark in empirical research for
determining meaningful relationships between variables.
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Table 3.1 Operationalization of variables

SN Variable Measurement Source A-priori
Expectation

1.  Total Insurance Total Insurance Okon (2024)
Market Penetration Premiums as a
Rate percentage of GDP

2. Premium Income Total CGLI Premiums Eze and Mohammed - and Significant
from CGLI Collected Annually (2023)

3.  Claims Settlement Ratio of Claims Paid to Larsen, et al., (2023) - and Significant

Efficiency in CGLI  Total Claims Reported
Source: Researcher’s compilation (2025)

4.0 DATA ANALYSIS AND DISCUSSION OF FINDINGS
4.1  Data Analysis

4.1.1 Descriptive Statistics

Table 4.1 Descriptive Statistics of the variables

TIMPR PIC CGLI CSE CGLI

Mean 52.53359 341074.0 9.538541
Median 23.71755 399284.7 9.502519
Maximum 206.4205 834892.8 15.39474
Minimum 15.33623 14552.40 4.511529
Std. Dev. 58.23068 312145.5 3.577372
Skewness 1.751384 0.126361 0.283539
Kurtosis 5.071734 1.528218 1.871665
Jarque-Bera 8.280737 1.115005 0.797358
Probability 0.015917 0.572637 0.671206
Sum 630.4031 4092888. 114.4625
Sum Sq. Dev. 37298.93 1.071212 140.7735
Observations 12 12 12

Source: Researcher’s Computation (2025)

The descriptive statistics in Table 4.1 above provides an overview of the key variables:
Total Insurance Market Penetration Rate (TIMPR), Premium Income from CGLI (PICGLI),
and Claims Settlement Efficiency in CGLI (CSECGLI). The mean values reveal that, on
average, the insurance market penetration rate is 52.53%, premium income is ¥341,074
million, and claims settlement efficiency is 9.54%. However, the median values for TIMPR
(23.72%) and PICGLI (¥399,284.7 million) suggest that the data may be skewed, as the mean
and median differ significantly. The wide range between the minimum and maximum values,
especially for TIMPR (15.34% to 206.42%) and PICGLI (¥14,552.40 million to ¥834,892.8
million), indicates substantial variability in the data. The standard deviations further confirm
this dispersion, particularly for TIMPR (58.23) and PICGLI (¥312,145.5 million). Skewness
and kurtosis values show that TIMPR is highly skewed and leptokurtic, while the other
variables are closer to normality.

The Jarque-Bera test results indicate that only TIMPR significantly deviates from a
normal distribution (p = 0.0159), while PICGLI and CSECGLI do not (p = 0.5726 and p =
0.6712, respectively). The sum of squared deviations highlights the variability in the data, with
PICGLI showing the highest dispersion (1.071212). The sample size of 12 observations is
relatively small, which may limit the generalizability of the findings. Overall, the descriptive
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statistics suggest that the variables exhibit notable variability and, in some cases, non-normal
distributions.

4.2 Test of Hypothesis
Hoi: Premium income from CGLI has no significant effect on the total insurance market
penetration rate in Nigeria.

Table 4.2 Regression Output
Dependent Variable: TIMPR
Method: Least Squares
Date: 06/01/25 Time: 18:43
Sample: 2012 2023

Included observations: 12

Variable Coefficient Std. Error  t-Statistic  Prob.

C 77.23313 24.65405 3.132675 0.0106
PICGLI -7.245205 5.44E-05 -1.332026 0.2124
R-squared 0.150692 Mean dependent var 52.53359

Adjusted R-squared 0.065761 S.D. dependent var  58.23068
S.E. of regression  56.28345 Akaike info criterion 11.04969
Sum squared resid 31678.27 Schwarz criterion 11.13051
Log likelihood -64.29814  Hannan-Quinn criter. 11.01977
F-statistic 1.774294 Durbin-Watson stat  1.986274
Prob(F-statistic) 0.212412

Source: Researcher’s Computation (2025)

Table 4.2 above examines whether premium income from CGLI (PICGLI) has a
significant effect on the total insurance market penetration rate (TIMPR) in Nigeria. The
regression results in Table 4.3 show that the coefficient for PICGLI is negative (-7.245205) and
statistically insignificant (p = 0.2124). The R-squared value of 0.1507 indicates that only
15.07% of the variation in TIMPR is explained by PICGLI, and the adjusted R-squared
(0.0658) further suggests a weak model fit. The F-statistic (1.7743) is also insignificant (p =
0.2124), reinforcing the lack of a strong relationship. Based on these results, the hypothesis is
accepted, as there is no significant evidence to conclude that premium income from CGLI
affects the insurance market penetration rate.

Ho2: Claims settlement efficiency in CGLI does not significantly affect the total insurance
market penetration rate in Nigeria.

Table 4.3 Regression Output

Dependent Variable: TIMPR

Method: Least Squares

Date: 06/01/25 Time: 18:43

Sample: 2012 2023

Included observations: 12

Variable Coefficient Std. Error  t-Statistic  Prob.

C -7.274866 48.14225 -0.151112 0.8829
CSECGLI 6.270190 4.750176 1.319991 0.2163
R-squared 0.148384 Mean dependent var  52.53359

Adjusted R-squared 0.063222 S.D. dependent var  58.23068
S.E. of regression  56.35990 Akaike info criterion 11.05240
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Sum squared resid 31764.38 Schwarz criterion 11.13322
Log likelihood -64.31443  Hannan-Quinn criter. 11.02248
F-statistic 1.742376 Durbin-Watson stat  2.038024
Prob(F-statistic) 0.216255

Source: Researcher’s Computation (2025)

Table 4.3 above investigates whether claims settlement efficiency in CGLI (CSECGLI)
significantly affects the total insurance market penetration rate (TIMPR). The regression output
in Table 4.3 reveals a positive coefficient for CSECGLI (6.2702), but it is statistically
insignificant (p = 0.2163). The R-squared value (0.1484) and adjusted R-squared (0.0632)
indicate that CSECGLI explains only a small portion of the variation in TIMPR. The F-statistic
(1.7424) is insignificant (p = 0.2163), supporting the conclusion of no strong relationship.
Therefore, the hypothesis is accepted, as there is no significant evidence to suggest that claims
settlement efficiency impacts the insurance market penetration rate.

4.3  Discussion of the Findings

From hypothesis one, the regression analysis examining the relationship between
premium income and insurance market penetration revealed no significant effect. While the
results suggested a slight negative association between these variables, this relationship was
not statistically meaningful. This indicates that changes in premium income levels do not
substantially influence the overall penetration of insurance services in the market. The minimal
explanatory power of the model further reinforces that premium income alone cannot account
for variations in market penetration rates. This finding may reflect broader market dynamics
where factors beyond premium income such as consumer trust, product accessibility, or
competing financial services play more decisive roles in shaping insurance adoption. The
results suggest that strategies focusing solely on premium pricing or income generation may
have limited impact on expanding market reach, pointing instead to the need for more
comprehensive approaches to drive insurance uptake. The finding of the study is in line with
that of Larsen, et al., (2023).

From hypothesis two, the analysis of claims settlement efficiency similarly found no
significant impact on insurance market penetration. Although the results indicated a positive
directional relationship, the lack of statistical significance implies that claims processing
efficiency alone does not markedly enhance market penetration rates. This challenges the
common assumption that smoother claims experiences automatically translate into greater
public confidence and broader insurance adoption. Potential reasons for this outcome include
low consumer awareness of claims efficiency metrics, systemic barriers that undermine
perceived reliability, or the overshadowing influence of macroeconomic conditions such as
income levels and financial literacy. These suggest that while efficient claims settlement
remains important for customer satisfaction, it may not be a decisive factor in expanding market
penetration unless paired with initiatives that address deeper structural or behavioral barriers
in the insurance sector. Policymakers and insurers may need to adopt more holistic strategies
that combine operational improvements with targeted consumer education and outreach efforts.
The finding of the study is in line with that of Ademola (2022).

5.0 SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Summary
Below is a summary of findings gathered through a panel simple regression analysis:
1.  Premium income from CGLI has a non-significant and negative effect (Coeff. = -
0.000000724{0.2124}) on the total insurance market penetration rate in Nigeria.
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ii.  Claims settlement efficiency in CGLI has a non-significant and positive effect (Coef.
=6.270190{0.2163}) on the total insurance market penetration rate in Nigeria.

5.2 Conclusion

The study examined the influence of premium income and claims settlement efficiency
on Nigeria’s insurance market penetration rate, revealing that neither factor had a statistically
significant impact. The findings suggest that while these variables are important operational
metrics for insurers, they do not independently drive broader market adoption. This implies
that insurance penetration in Nigeria is likely shaped by other critical factors, such as public
trust, regulatory frameworks, financial literacy, and macroeconomic conditions. Therefore,
efforts to expand insurance coverage must look beyond premium pricing and claims processing
efficiency, adopting a more holistic approach that addresses structural, behavioral, and systemic
barriers to insurance uptake.

5.3  Recommendations
From the findings and the conclusion of the study, the following recommendations were
made:

1. Insurers and policymakers should prioritize public education campaigns to improve
understanding of insurance products. Financial literacy programs, tailored messaging,
and community-based outreach can help demystify insurance, build trust, and
encourage wider participation.

ii.  Regulatory bodies and insurance firms should collaborate to design policies and
products that align with consumer needs and economic realities. This could include
microinsurance schemes, flexible payment options, and digital solutions to improve
accessibility. Additionally, strengthening consumer protection frameworks and
ensuring transparency in claims processes while not standalone solutions can
complement broader efforts to boost market confidence and penetration.
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