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A B S 'l' R l-\ C T 

-f 

t.C!searc h of the financial c;ec t· (n· .in 1: h r.· i'ILtfc r· i. a n economy. r1ost an a lysés 

L:O llc e n t rate on the capital lll..lc:-:'-' c, q .ivil ly u nly seant treatment to the 

insurance sector. This thesis, thc;refore, attempts an in-depth study 

of the sector, focussing largely on the sources and uses of funds 

during the 1969-81 period. 

The approach to the thesis is bath evolutionary and econo-

~~tric. The latter, based on the technique of the Ordinary Least Squares 

(OLS), explored the determinants of growth of the insurance industry 

(sources) and of its investment be haviour (use s). 

Premiurns constitute the bulk (averaging over 80 per cent) 

of the incarne accruing to the insurance industry. Besides, most of 

insurance compan ies'investments are in liquid assets, averaging 51.3 

per cent. This is made up of cash and bills receivable (35.6 per cent) 

and government securities (1 5.7 percent). This investment behaviour 

probably follows the long-term inflationary expectations in the country 

and the general business atmosphere of a strong risk aversion. 

The insurance industry tends to grow pari-passu with eco-

nomic development. This derives from the observed positive and significant 

r e lationships between variati o n in premiums of the insurance industry 

and that of factors such as tht::: per capita incarne, the degree of literacy, 
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intensity of e nergy use, etc, whi c h are themselves proxy indicators of 

econornic developrnent. Again, etH:' freya ·tive sig ll :::> o bserved for the C( ... ':';-

cien t s of the inte rest rate V .1 L i <lrJ l t: s ugges ·t tllat the prevail.ing luv/ 

i nt t:rest rates in the countcy di 5courage insurance company investme nt. 

'rher.efore, there is need fo c .. ,o>."" 111 11 01i t: cu nx:' v'· interest rates graèl ual .l y 

U[J\·: " t:d tuward t he ir market: ll ~v é · . i :· .. 
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I.l INTRODUCTION 

The business of insurance hils grown so complex over the years th at 

no single definition can cover all i ts mar,y branches. Th us various wri ters 

have offered severa l definitions of l.fl:-; urz,nce, ..:;:1ctl def inition seeking to 

.>.)etray t'.l<e mt::ssage that the part:Lcü) ,.,- ëtu chor ,-;:Lshes co pass on to his readers. 

Tl1e la\vyer, for example, writing abo,;r j_ r,surc::tnc ë, lavJ ;.!Quld defi ne insurance 

as "a contract whereby a person called the insure r, agrees in consideration of 

money paid to him, called the premium, by another persan, called the insured 

or assured, to indemnify the latter against loss resulting to him on the 

happening of certain events. The policy is the document in which is contained 

the terms of the contract ... "l) 

A sociologist would define insurance as a deviee whereby the 

participants to the insurance contract provide financial compensation or 

succour to those among them encountering the many misfortunes or contingencies 

of life. Under a modern insurance system payments to those who suffer losses 

are made from the accumulated contributions of all those participating in the 

insurance arrangement . 

On the other hand, the economist would define insurance as a devise 

for the transfer of sorne risks of economie l oss from the insured who otherwise 

h k 
. . f . 2) would have borne t e ris to an lnsurer ln return or a premlum. 

1) Osborn, P.G.Consice Law Dictionary, Sweet and Maxwell, 5 th Edition, 1964. 

2) See Irukwu, J.O. Insurance Management in Africa, Caxton Press (~'lest Africa ) 
Limited, Ibadan, p. 4. 
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Each one of these definitions does throw sorne light on the nature 

of insurance. However, for our present purposes this the sis identifies i L :_ • .- : 

with the last definition, that is, the view point of the economist. 

I. 2 The Concept of Financial In r.e cn ~e,CJ La tl on 

Insurance companies ar E: inq,:.t">r "L ëtnt non-· bo nk financia l intermediar i .:::s 

in a nation's financial system. As financial intermediaries insurance compa nies 

represent third party agents that shift funds from the ultimate lender or seller 

or owner of funds to the ultimate borrower cr buyer or user of funds. The 

borrower in turn p~ovides security or securitie~which are held by the insurance 

companies. Thus financial intermediation is an operationnotroerely that· of being 

a middleman but that of actually generating a new type of asset , the securities, 

e.g. bonds, ordinary shares and other earning assets. These securities are less 

liquid than the corresponding liabiliùes (the premiums) on the balance sbeets 

of the insurance companies. 

Depending on the volume and character of their financial intermediation 

insurance companies could pose dangers for monetary stability and frustrate a 

nation's monetary policy. For instance, if insurance companies at various times 

accumulate idle balances in line with Keynes's speculative motive, they can act 

as agents in the process whereby savings are caught in the liquidity trap and 

are not transmitted through the market to finance capital:i formation, This 

activity is reflected in their holdings of cash through time owing to uncerta inty 

about the future course of interest rates. Moreover, even if the insurance 

compa nies do not hold idle balances in accordance with the speculative motive, 

they may contribute to monetary ins-cabili ·ty by augment ing the savings currently 

... /'.' 
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flowing in from their policyholders with the proceeds from sales of assets, 

particularly Governrnent securit.ies, , out: of tt1eir existing portfolios. Ir 

the se sec uri ti es are bought by tn c: L ·<~ t:o L l C l·li 1:h .i.éilé: trtoney balances or by tt1e 

monetary authorities, credit is put Jt the disposal of borrowers which is 

CJreater t:.han the funds which savPrs .• r:.~ cur·rènt.l.y putl:ing at their ëlisposal . 

'J.'hus monetary aggregates may exceeCI t h0ir prede te ru.i.nèd targets and hence 

des·tabilise short-term monetary P'Jl.J.cy . 

Finally, the distribution of insurance companies' assets between 

the obligations of the public and private sectors has implications for the 

conduct of monetary policy. Since such a high proportion of domestic capital 

formation is under the direct or indirect control of the Government, the 

extent to which a substantial proportion of the savings flowing through the 

insurance companies can be diverted to the public sector is an important 

element in the implementation of monetary and debt policy. In times of boom 

the effectiveness of the efforts of the authorities to deny finance to the 

private sector is greatly increased if they can attract a higher proportion 

of the funds administered by the insurance companies into official hands. It 

is ·thus little wonder that many monetary authorities in market-oriented 

economies exercise sorne control over the credit operations of insurance 

companies. 

In spite of the importance of insurance companies, analysis of the 

insurance industry has not been in the rnainstream of research of the financial 

sector in the Nigerian economy. Most analyses focus on the c apital market in 

Nig eri a with seant treatment giyen to the insarance sector , The only fairly 

1) 
incisive analyses of the insurance sec to r are those done by Falegan and 

1) Falegan, I.I "Insurance and the Capital _Marke t", Central Bank of Nigeria 
Bullion, CSS Press, Lagos, Vol. 8, n° 2 , Apr). l -June 1983, 
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L .. d l) E h l.Ja u. ven so, t ese analyses are cross-section studies which examine 

insurance activities in the capital market only. Thus as yet there has beer1 

no time series study of the entire spectrurn of ac·tivi.ties of the insuL ,,~·;. 

sector in Nigeria, spanning the und -.2 tvid .cin<J a nd investment operations . 'l'l o2 

purpose of this study is to develop !:;uc h analysis . As such analysis relates 

exclusi ve ly to commercial or pri v a t .c: ill S1Jrc.Jr,cc , no d iscussion of soci â l 

Ln ::;; uraflc;e , as represented in Nig e rL1 Uy Pe nsion/ l:"rov ident Funds, will b(~ 

undertake n since that is beyond tilt: ~; ,:ope of th .i. s the sis. 

The approach to the thesis will be bath evolutionary/descriptivc 

and econometrie. Although a good deal of the description will outline the 

results of underwriting and investment operations of the insurance industry 

in an evolutionary settin'g, the thesis will alsC? att.empt an econometrie 

investigation of the causative factors or determinants of growth of insurance 

industry (sources) and of the latter's investment behaviour (uses). 

The thesis is divided into five chapters. Chapter I focusses on 

the structure of the insurance sector, and government regulatory framework 

for the sector. Chapter II highlights the sources and uses of funds and the 

role of the insurance industry in the capital market. Chapters III and IV 

dwell on econometrie models for sources and uses of funds while Chapter V 

concludes the study with a review of the sector's problems and prospects~ 

I.3 Data for the Study 

The analysis of the insurance industry is based on a thirteen year 

data series (1969-1981) compiled from the insurance companies'annual returns 

to the Federal Ministry of Finance, Insurance Division. The choice of 1969 as 

the base year for the analysis stems from the conside ration that insurance 

business in Nigeria became significantly regulated as from that year, follo wing 

1) Li j adu, y "Insurance Industry a nd Capital Market Development", Central Bank 
of Nigeria Bullion, CSS Press, Lagos, Vol. 8, n°1, Jan-March 1983. 
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the enactment of the Companies Act 1968. Unavailability of data does not 

permit the extension of the time pcofile for the analysis beyond 1981. 

Tirne series da·ta, as oppt:. ::>l:d to ch E:: cross-sectional data used by 

other analysts, have been usG!d only to investigate the trends and 

U1e s h i fts, if any , in the pat.ti· rn:: ,:. L· undt..! r •.nitinq income and expenditures 

t.hrowjh t.ime but to explore the causdl factors of the growth of such incorne 

as accrued to the insurance sec tor and the lacte t: • s investment behaviour. 

Tirne series data are perhaps superior to cross-sec·tion data as they ena ble 

predictions to be made of insurance income and investments. Such predictions 

are less likely to be influenced by major erratic institutional developments 

than cross-section studies at a point in time. 

The Federal Office of Statistics (FOS), Lagos, constitutes our 

source of data on Gross Domestic Product (GDP) at current factor cost. Estimates 

of total labour force and urban labour force were derived from coefficients 

published in World Bank Report 1981. Statistics on net registered tonnage of 

ships that entered Nigerian ports have been compiled · from Nigeria Ports 

Authority Administration Des Ports Nigerian (1981). The Central Bank of Nigeria, 

Annual Report (various issues) and Principal Economie Indicators constitute 

the sources of data on residential consumption of electricity( personal income 

tax, and exports and imports figures. 

I.4 Limitations to the Data 

The data for the thesis are subject to errors since they were 

derived from returns on annual surveys of the insurance sector, Under-reporting 

o f income and the inflation of expenditure f igures designed to present a lm-1 

profit profile are, by and large, features of insurance survey data, The data 
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for the last three years, 1979-1981, are also provisional estimates as a few 

insurance companies had not sent in their survey returns at the timE: o r' , ,~,'. 

consolidation for the entire insurance industry. Besides, the figures for 

labour force (total and urban) had ·to be e stimated as actual data are un

available. 

A rather theoretical limitatio n is inherent in the use of time 

series data themselves. The problern here is that in time series data most 

of the economie variables are more correlated with each other than in cross-

section data. This greater multicollinearity in time series, particularly 

one having lagged dependent variables as in this study, means that a bias is 

introduced into standard. erro~-s a·nd t-ratios. Thus statistical significaiice 

of the coefficients cannat be accurately determined. Fortunately for the 

study, the problem of multicollinearity is generally mild, except in the 

extreme cases of equations 34, 40, 42 and 48 of the investment Madel where 

the problem is clearly present as R
2 

is very high but none of the regression 

coefficients is statistically ·significant on the basis of the conventional 

t-test. 
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CHAPTER I 

STRUCTURE OF INSURANCE INDUSTRY 

1.5 Number and Type 

The number of insurance conlpanies operatlng in the country r ose 

from 27 in 1969 to 70 in 1973. It f e ll to 69 and 59 in 1975 and 1976, respec-

tive ly and rose again to 84 in EJtll . 'l' l1e d ecli ne in the number of insurance 

companies i n the second quinquenniwn of the revü2w period may be attributed 

to the liquidation of companies that could not satisfy the provisions of the 

Insurance Act of 1976. 
1
). 

Three categories of insurance companies have been identified. 

Firstly, those that engaged solely in the underwriting of life insurance 

policies ; secondly, _ those dealinq in casu_alty or non-life
2

) in_surance, 

and finally, .. those that operate both life and non-life business. 

A preponderant proportion of insurance companies operating in 

Nigeria transacted exclusively non-life business in the period. The share 

rose from 48.2 percent in 1969 to 67,9 percent in 1981. The proportion 

of companies engaged solely in selling life policies and in the cornbined 

life and non-life business ave~aged 12.5 and 24.3 per cent, respectively. 

The dominant share of non-life insurance companies in the n~b~~ 

of total insurance companies reflected the early preoccupation of insurer·s 

with selling non-life policies. Most of the earlier insurance companies whiCh 

operated before the sixties were not enthusiastic about insuring the lives of . 

Africans - their major reasons being the high risks of doing so and the 

d ifflc ulty of determining profitable premium rates. Thus, until recent years, 

3) 
life policies as a medium of contractua,l saving have not been encouraged. 

1) See Section 1.9 below for a surnrnary of these provisions. 

2 ) Non-life insurance, often referred to as genera l i nsurance , includes 
policy coverage for fire, accident, motor vehicle, workmen's compensation, 
marine,aviation and miscellaneous. For details see Insurance Decree n°59 2(1) 

3) Ojo, A.T. The Nigerian Financial System, University of Wales Press, Bangor, 
1976, p. 47. 
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The other major reason has been the existence of sorne form of social security 

provided in the extended family system in Nigeria, where the social system 

places the burden of security upon a l arger :f.1mily and th8re seems ta be 

little reason for an individual ta bu t h e r about prot.ecting his survivor. Lo .... : 

incarne a nd small pe~sonal savings, as well as the fact that the modern 

industrial and commerc.i.al sector has bue n relatively small, are other con-

tributory factors. 

It may be observed, howevec, thac th~ widespread notion - that 

African life is sub-standard, involving great risks - no longer holds very 

strong sway. Hence a growing number of insurers have been diversifying thei~ 

operations ta include transactions in life insurance business. The development 

of multiple-li?_€! underwritir:g _whe~eby a single company unde_rwrite_s several 

classes of insurance, is a ~eflection of the erosion of that notion. It also 

probably underscores the anxiety of insurers ta spread their risks and 

maximise profit. 

I.6 Ownership Structure 

For.eign-owned insurance companies accounted for 63 per cent of the 

total numbe~ of insurance companies , operating in the country in 1969. The 

position was, however reversed in subsequent years in favour of Nigerian 

ownership which represented 51.2 and 62.3 per cent, respectively in 1970 and 

1971. The trend was reinforced following the introduction of Indigenous 

.Enterprises Promotion Decree 1972 designed ta increase the ownership and 

control of scheduled Nigerian enterprises. Consequently, in that year, the 

proportion of foreign-owned insurance companies in total : number of insurance 

companies fell further ta 16,9 per cent while that of the Nigerian-owned 

insurance companies rose ta 63.1 percent. The ba lance, 20 percent, was 

jointly owned by Nigerians and foreigners. This ownership configuration was 

broadly maintained until 1977 when the exclusive ownership of insur,ance 

companies in Nigeria by foreigners was disalloweQ under another Nigerian 
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1) 
Enterprises Promotion Decree promulgated that year. In view of this develop-

ment, the proportion of insurance cornpanies owned exclusively by Nigerians 

rose ta 70.8 percent in 1981 from 69.8 percent in 1978. The corresponch.nq 

figures for the joint companies were 29.2 and 30.2 pe r · cent. (See Table 2). 

Life business was transacte d predominantly by foreign-owned insurance 

companies in the first five year~ o f che study pAriod. However, in the last 

<: .i.ght y e:-ars of the period, jointly 0\.J LH::..:'l L1 ::i L1rcl JLCe cornpanies sold most of 

the li fe policies. Wi th the exception of 1969 vJh t~ r1 foreigners dominated ·the 

writing of non-life policies, Nigerians assumed that position in the entire 

review period. This reflects the less exacting sophistication required ~o 

write out non-life policies. 

In mixed business (life and non-life) the ownership position 

followed the trend and pattern of that for wholly non-life business. 

1.7 Paid-up Capital 

The paid-up capital of all categories of insurance companies in 

Nigeria rose from N3.8 million in 1969 ta about N40.00 million in 1981, 

reflecting a compound growth rate of about 22 per cent over the thirteen-

year period. (See Table 3). A number of factors have been identified as 

responsible for this growth: 

(a) the growth in the number of insurance companies 

(b) fresh injection of capital arising from new offers.for sub-

scriptions, rather than sale of existing shares by existing 

companies in their effort to comply with the provisions of 

Indigenisation Decree which, inter alia, required the 

expatriate companies ta ensure that 40 per cent of their equity 

capital was held by Nigerians 

(c) the provision in the Insurance Act of 1976 which stipulates 

that a minimum share capital of "not less than NSOO,OOO in 

the case of life insurance busine~s and N300,000 in the case 

1) The Decree enjoined expatriate insurance companies ta give at least 40 per 
cent of the equity capital of their business ta Nigerians. 
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of non-life insurance business must be maintained at all 

times by an insuxex . l) 

Of the total paid-up cr1p j.t:J l of N3 .8 million in 1969, N0.8 

million (20.3 per cent) was wholly Ni gerian-owned. The share rose to 66 

pe r cent in 1981. The jointly owned i r< S UXüi1Cé cuwp<'ttties account.ed for bet\~een 

l U.G and 34 percent between 1969 at"<<.i 1081. Th~~ pcoportion attributable to 

fore ign-m.;ned insurance cowpanies fc:J.l dr;:.tllJù tic:a. lly frow 6 1. 1 in 1969 t o 

3.6 per cent in 1976 and zero per cent in the last five years of the review 

period, in compliance with the requirements of the indigenisation policy. 

I.8 Size Distribution within the Financial System (excluding Central Bank) 

With regard to the size of the insurance sector within the 

financial system exclud~ng Central Bank, the percentage share of assets 

of insurance companies in total assets of the system could be indicative. 

The insurance sub-sector accounted for an average of 2.2 per cent in the 

period. The sector thus ranked fifth after commercial banks, Development 

banks, Provident Fund and merchant banks, in that arder. The commercial 

banking sub-sector absorbed an average of 84.7 percent. 

REGULATION AND CONTROL OF INSURANCE 

I.9 Legislative Control 
~: :" . . _ .• , 

Legislations regulating the setting up of an insurance business 

in Nigeria in allits general ramifications date back to 1961 when the 

Insurance Companies Act (1961, N° 53) was passed intolaw.This legislatio n 

1) Prior to 1976, there was no requirement as to the minimum paid-up share 
capital for an insurance company. 



was soon followed by the Trustee Investment Act, 1962 which sought to 

direct the investment activities of insurance companies to specifie ch<1r1 -

nels. Under Section I of the 1962 Ac:t , in particular, insurance companie ::; 

operating in Nigeria were precluded f rom investing in private companies. 

They wer e to invest only in public ,;olllpanies . Even s o, investments in 

public companies were limited t o CCHif.i·:.d li.es v1i t l1 a n issued nominal value of 

the fully-paid shares amounting to r1o ·t .less than Nl million. Investments 

in non-quoted securities were disallowed. 

Of particular importance because of its quantitative restrictions 

was the Insur~nce Companies (Miscellaneous Provisions) Act, 1964. Under the 

Act! no~ less than 40 percent of non-life premiums . must be held in invesbnents 

in Nigeria every year while 100 per cent of premiums on life business 

attributable to local risks must be invested locally, In addition,the Act 

required insurance companies to invest at least 25 per cent of their funds 

in government securities and not more than 10 per cent of the funds in 

real property. 

However, most of the important provisions -of these . legislations ,_ 

were not strictly enforced until 1968 when the then military administration 

sought to restore order and effectiveness in the corporate sector of the 

economy through the promulgation of the Companies Decree 1968. 

Such were the early attempts by government to regulate the 

insurance sector. The current legislations designed to streamline the 

operations of insurance business are mainly the Insurance Act 1976
1

) and 

1) Federal Republic of Nigeria Official Gazette Supplement, Vol. 63, 
January-Decernber 1976, pp. A261- A291. 
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the Nigerian Reinsurance Corporation Act of 1977 1). The 1976 ~ct repeals 

the Insurance Companies Act 196 1 and the Insurance (Miscellaneous Provi-

sions) Act 1964 and, while re-enacti nq some of the provisions of those 

repealed enactments, prescribes auditlonal measurës fo r the registration 

of insurers. It also makes fresh p1·ovi s i ons for the licensing of insu rance 

brokers. Provisions are containecl i.r1 nw Act sl_)ecifying time-limits \vithi n 

\vhich mo tor accident claims are t o l:.Jr:! settled, proll ibi ting general increases 

in premiwn rates (except with the prior approval of the Government), while 

other provisions relate generally ta the better management and regulation of 

insurance business in Nigeria. 

The ... major provisions of the Ins_urance A~t of 1976 .!IlaY be hJgh-

lighted as follows: 

~ limited liability company, duly registered as an insurer by 
the Di-rector of Insurance is allowed ta carry on the business of insurance 
provided: 

(a) that the class of insurance business will be conducted in 
accordance with sound insurance principles ; 

(b) 

. ·~ 

-·; 

(c) 

that the applicant insurer has and maintains at all times, 
a paid-up share capital of not less than NSOO,OOQ in the 
case of life insurance business and not less than N300,000 
in the case of non-life insurance business ; the corresponding 
figures in the case of re- insurance business are NS and N3 
million, respe.ctively ; 

that adequate arrangements relating to re-insurance .treaties 
in respect of the classes of insurance business to be trans-

~i~ acted, are in arder and acceptable ; · 
'; 

(d) that the applicant deposits the paid-up capital with the 
Central Bank before com~encing insurance business i however 
where an insurer suffers a substantial loss that it cannat 
meet from its own resources, the Director may approve the 
withdrawal from the statutory deposit of an amount not more 
than 25 per cent of the deposit and any amount so withdrawn 
shall be replaced by the insurer not later than 30 days after 
the date of such withdrawal ; 

1) Federal Republic of Nigeria Official Gazette Supplement, Vol. 64, N° 29 , 
23rd June, 1977, Part A, pp. 227- 235. 
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(e) that the insurer shall set up and maintain the following 
technical reserves: 

(i) reserves for unexpired risks ; 
(ii)reserves for outstanding claims ; and 
(iii) contingency r:r~sl-!rves to caver fluctuations in 

securities and variations in statistical estimates. 

Wi th respect to non-li fe ÜiStlrance business (other than marine 
ii,!::iUrcln--:e bL,siness) reserves for un~! :<pired ri.sk~; shall not be less than 
-IS P•~r ,·ent of the total net px:emi.u" ''·'• c1nd j_n t·h·: c..tse of marine insurance , 
1~t le~s than 75 per cent of the net prAmiums. k0s e cves for outstanding 
claims shall include total estin.ated ct rnount of a.Ll uutstanding claims to
gether with a further amount repLe sc.:nting 20 i:Jer cent of the estimated 
figure for ou-tstanding claims incurred but not reported at the end of the 
preceding year. Contingency reserves shall not be less than 3 per cent of 
total premiums or 20 per cent of net profits, whicheyer is greater, and th~ 
amount shall accumulate until it reaches the minimum paid-up capital or 50 
per cent of the net pre.mium, whichever .is grea ter. 

· ~s · regàrds life insurance business, ·the insurer shall maintain a 
general reserve fund Which shall be credited With an: amOUJ1t equal . fQ:the 
net liabilities on policies in force and a contingency reserve fund which 
shall be credited with an amount equal to one per cent of premiums or 10 
per cent of profits, whichever is greater, and the reserves shall accumulate 
until it reaches the amount of minimum paid-up capital. 

(f) that: 

(i) the insurer invests not less than 25 per cent of its 
total assets in the securities specified under the 
Government and other securities (Local Trustees Powers) 
Act and the Trustee Investment Act 1962 ; 

(ii) the insurer, in respect of non-life insurance bu~iness 
invests at least 10 per cent of the assets in real 
property, or in respect of life insurance business, at 
least 25 per cent in real property . 

The Nigerian Re-insurance Corporation Act oe 1977 came into effect 
·1· ' ... , .. · 

retroactively on 1st July, 1976. A major objective of the Corporation Act 

i s to stem the outflow of funds associated with the payment of reinsurance 

pre miums to overseas reinsurance companies by Nigerian registered insurers. 

under the Act, the Nigerian R,einsurance Corporation (NR,C) is empowered to: 

(a) reinsure "any class of insurance business, including li fe 
insurance business, and to re-insure against loss of any 
kind arising from any risk or contingency in respect of any 
matter whatsoeve:z;-" ; 

... / ... 
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(b) acquire any undertaking of any registered insurer or 
acquire, hold or have any shares or stocks in, or any 
financial interest in any such unde rtaking 

(c) acquire and invest in any other profitable business 

(d) assist in organising training schemes for employees of 
any registered insurer. 

A registered insurer .Ls t (~quired to re1nsure with the NRC, 20 
per cent of ·the sum insured in eve:cy pc> licy •,ni ttën or renewed in the 
period not earlier than lst Janua:cy , 1978. Consequent on this, the 
insurer shall transfer to the NRC an ar11ount equivalent to 20 per cent 
of the premium received on all policies vlritten or renewed since 1978. 

The Board of Directors of the NRC is responsible for the 
overall policy and general management of the Corporation but subject to 
the general direction of the Commissioner (Minister) of the Federal 
Ministry of Finance. In particular, the Minister may, with the. approval 
of the Federal Executive Council (President-in-Council}, restrict the 

._ powers of · the Corporation if he <:onsiders such a course to be in the 
overall interest of the national economy. 

I.lO Control through Central. Bank Credit Guidelines 

It will be observed frorn the foregoing discussion that legisla-

tions cover the general framework and investrnents of insurance companies. 

The Acts are silent on their investment assets and lending operations. 

But _a sizeable proportion of insurance funds is applied as loans and 

advances to building and construction, general commerce, policy loans, car 

loans. and ethers. Such lending could vi tiate the effecti veness of monetary 

policy if not regulated and monitored. 

Consequently, with effect from April 1978, the lending operations 

of insurance companies were brought under the control of the Central Bank. 

From thenon all insurance companies were required to rendermonthlyreturns 

of their operations to the Bank within 30 days from the end of each month. 

The Central Bank's control of the lending operations of insurance companies 

is broadly similar to that exercised over bank lending, In terms of the 

availabili ty, distribution and cost of credit, the Bank.' s credit guide li nes 

... / ... 
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are designed to ensure th~t preferential treatment is given to the priority 

sectors of the economy. In the Central Bank credit guidelines for 1981 

fiscal year, for instance, insurance companies viere enjoined to en sure 

that loans for residential building construction should be for a minimum 

period of fifteen years. The interest charges by insurance companies in 

1981 for different categories of loans we r e fixe d as follows: 

Lending Rates ............................. . 

Preferred sectors - manufacturing, 

agriculture marketing, mining building 

and construction .............•............ 

Most-favoured sectors - residential 

housing (owner-occupier) and 

agricultural production ................... . 

Less Preferred sectors ...... . ............. . 

Per cent 

6 - 11 1/2 

7 1/2 - 9 1/2 

6 

8 1/2 - 11 1/2 



:L. 

, . . ";· 

- 16 -

CHAPTER II 

SOURCES AND USES OF INSURANCE COMPANIES'FUNDS 

The ope::cations of an insurance company, be it life, non-life or 

rnixed , consist of underwriting of insurable risks in return for income 

(premiums) and the use of such incarnes as have been accumulated through 

und erwritingl for investments in th .::: capita l market. The profitable 

opera ti on of insurance business 1 th c: t: •:; fore 1 depends upon the receipt of 

incarne which should not only be su fi:ïc ient t o pay claims to policyholders, 

co~nissions to agents, and administrative expenses, but also leave a 

satisfactory margin for investment. The receipt of sufficient income is 

. predicated, inter alia, on an adequate volume of business undertaken as 

•repres'ented by the dimension of r1et premiums -. wri tten and the maintenance 

by the ins urance companies of optimum preaiium rates. Insurance premiurn 

rates differ with the various classes of insurance written and the nature 

of the risk. However, premiurn rates are considered as a datum for the 

study and so their analysis would not be pursued. In this chapter, an 

attempt is made only at highlighting the results of underwriting/invest-

ment operations of life and non-life insurance companies. The focus is 

mainly on sources and uses of funds. 

LIFE INSURANCE BUSINESS 

2.1 Sources of Funds 

The total income of all life insurance companies operating in 

Nig er ia rose from N6.4 million in 1969 to Nl02.9 million in 1981, a 

' h ' . d . 1 ) ' d b sixteen fold increase over the t ~rteen-year per~o . Prem1ums pal y 

policyholders constituted the main source of funds for the life insurance 

companies . From N5.3 million or 82.8 per cent of total incorne in 1969 , 

premiums rose to N91. 4 million or 88.8 per cent in 1981. The next most 

1) Include premiums for direct business and reinsurances accepted and 
exclude those for reinsurances ceded to othel companies ; hence 
premiums in t;he study are net premiums. 
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important source of funds for the life insurers during the period was 

interest, dividends and rent. Incarne from this source rose from N0.9 

million or 14.1 per cent of total incarne accruing to li fe insurers ir, 

1969 to N11.1 million or 10 .8 p e r cent in 198 1 . Profi t on sale of assets 

d h 
. 1) 

an ot er recelpts accounted for an annual average of N0.2 million or 

son~ 3 per cent in the thirteen-y8ar perioct . 

crhe foreign-owned li fe ins uranc'" COrti [)ëi Oies accounted for the 

bulk of premium incarne of all li fe insurer ~; , ilV<~c .:1ging 85.3 per cent 

in the period 1969-1971. The. three-year period preceded the promulgation 

of Nigeria's first Indigenisation Decree of 1972. In the remaining decade 

of the study periodL howe~er, the foreign companies were displaced by 

-
the joint companies. as the largest generators of premium incarne for all 

life insurers. From N5.1 million or 43.6 per cent of aggregate premiums 

of all life insurers in 1972, the premiums of joint companies rose to 

N53.5 million or 58.5 percent in 1981. The corresponding figures for 

the wholly Nigerian-owned life companies in the 1972 -81 period were 

N3.3 million or 28.2 percent and N37.9 million or 41,5 percent, 

respectively. · In the period/ 1972-1976 ,_· :the foreign companies accounted 
'=:.:· 

for an average of 28 per cent of total premium incarne of all insurers. 

However, with the government active pursuit of indigenisation of businesses 

in the country and the enactment of an Indigenisation Decree of · 1977, 

foreign-owned insurance companies fizzle~ out of existence. 

A similar trend to that of premiums was evident in the ownership 

distribution of investment incarne ·(interest, dividends and rent). The 

proportion which investment incarne of foreign insurance companies bore 

to total investment incarne of the insurance industry averaged 84.6 per 

cent in the 1969-1971 period. Indigenisation shifted the observed asym-

metry in the ownership distribution of investment incarne in faveur of 

l~hese include largely registration and other fees, and appreciation 
of investments. 
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joint companies. The joint companies accounted for an average of 65.1 

per cent of total industry invesbnent income in the 1972-1981 period. 

The corresponding figure for the wholly Nigerian insurance companie s 

was 21.7 percent. The same ownership distribution pattern as in the 

case of premiums and investment income existed for other miscellaneous 

receipts recorded in the study period. 

2 . 2 Uses of Funds 

Substantial increases in total payments or "outgoings" were 

recorded by life insurance companies in the review period. (See Tables 5 

and 6). From N2.2 million in 1969, total outgoings rose to N45.4 million 

in 1981, a more than twenty-fold incr~ase in the period. The expansion in 

total outgoings reflects the yearly growth of expenditure on management 

1) . 
expenses , •flet comission, and net claims paid, in that order, especially 

•· 

in the last half of the period. 

On an annual average basis, management expenses accounted for 

37.5 per cent of total outgoings in the entire study period. The correspon-

ding fïgures for expenditures on net commission and net claims were 24.1 

. 2) 3) 
and 19.0 per cent, respectlvely. Bonuses, surrenders and other expendi-

tures absorbed an average of 19.4 per cent of total outgoings. 

The substantial increase in management expenses, especially 

since 1975 to the end of the period reflects the huge increases in salari·es 

bill following Udoji Commission salary awards
4

) of 1975 and the 'escalation 

of other component expenditures. Salaries accounted for an average of about 

1) Include salaries, directors' fees, contribution to staff pension fund, 
rent for office, medical expenses. 

2) Exclude re-insrance recoveries, if any. Bonuses are paid to participating 
shareholders out of the profits of the companies. 

3) Include surrenders of bonus, less reinsurance recoverièsi if any. 

4) The Udoji Commission was se.t up by the Federal Government in 1974 to 
harmonise wages/salaries in both the public and private sectors of the 
economy. 
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22 per cent in the la'st six years of the review period. The other components 

of management expenses, such as directors' fees, medical and legal expen ::;;-~:~ 

and rent for offices, etc, however recorded larqe inc reases averaging 16. 5 

per cent in the period since 1975. The grow th in nt:t commission ·and net clairns 

paid followed the expansion in the volume of busi'"ll es'; of li fe insurers. 8ut 

tt1c relat1vely law growth rate recot·ded f or nec clct:iiiJS paid, averaging 19 

per cent in the. thirteen-year reyie\•1 pf~riod , sugl)ests a very favourable and 

profitable business environment for the life insurance cornpanies, 

2.3 Analysis of Life Insurance Fund1
) 

The. life fund of the life insurance companies rose from N18 .8 

million at the end of 1969 to N235 million at end-December, 1981. The 

expansion in the life insurance fund, r eflecting a more than twelve-fold 

increase in the period, resulted from the fast rate at which life insurance 

business grew. The annual average of life insurance fund available for 

investment in the capital market was N97.4 million during the study period. 

From N3.9 million in 1969, the amount ?f additional savings which the 
·..;,·:<'" 

-.:.~ 

insuring public entrusted to life insdrers, rose to N46,5 million in 1981, 

an annual average of N18.9 mil~ion. (See Table 7). 

The analysis of insurance .fund by type of ownership als.o indicates 

an ownership pattern similar to that ~~ich was observed in the case of 

premium and investrnent incarne. Following the indigenisation policy introduced 

in 1972, the foreign-owned insurance companies which accounted for the bulk 

of the fund in the first five years of the period were displaced in the 

subsequent period, 1974-1981, by the joint companies. The displacement was 

1) Insurance fund of a life insurance company constitutes its principal 
reserve which is made up of the company's assets plus premiums and - net 
investment incarne. 
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observed not only in terms of the size of accretion to the fund but also 

in the annual stock levels. 

NON-LIFE INSURANCf': BUSINESS 

2 .4 Sources of Funds 

Aggregate incarne accruin ':J t:u non-li [è o r "general insurance "l) 

companies operating in Nigeria rose from N8.2 millio n in 1969 to N225.6 

million in 1981, reflecting a more than twen·ty- seven fold increase or a 

compound growth rate of 31.8 percent. (See Table 8). As in the case of 

li fe insurance companies, premiums and investment incarne constituted the 

main sources of funds for the general insurance companies. 

Premiums accounted for the bulk of total incarne of general 

insurers in the period. From N8.0 million or 97.6 percent of total incarne 

in 1969, premiums of general insurance companies rose to N210,7 million or 

93.4 percent in 1981. On an annual average basis premiums absorbed 95.7 

per cent of aggregate income in the thirteen-year study period. Income from 

investment and other miscella,neous rec.eipts accounted for the .. remaining 

average of 4.3 percent in the pe:riod. Of the total premium income recorded 

in the period, the indigenous companies generated an average of 51,3 per 

cent. The corresponding figures for the joint and foreign companies .were 

33.6 and 15.1 percent, respectively. 

The substantial growth in premiums was attributable largely 

to the rapid expansion in transactions on motor vehicle insurance, parti-

cularly in the second half of the study period. The Udoji salary awards of 

1) The non-life insurance companies are conventionally referred to as 
"gene ral insurance" companies. They sell protection against loss of 
property resulting from accident, fire, theft and other predictable 

hazards. 
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1975 boosted the incarne levels of many workers, thereby increasing the 

number qualified to benefit from employers' vehicle loan scheme. From N4.3 

million or 53.8 percent of aggregate prerni'um incarne in 1969, the premiun1 

on motor vehicle insurance rose ta. Nll5 .7 million or 54 .9 percent of the 

aggregate premium incarne. 

The non-life insurance companies also generated a sizeable 

proportion of their premiumsfrom fire insurance. 'T'he yield from fire 

insurance, second ta that of motor vehicle insurance, accounted for an 

average of 11.2 percent of total premium in the study period. In absolute 

terms, premiums on fire insurance rose from N1.2 million in 1969 to N24.1 

million i .n 1981, a twenty-fold incr~ase in ·· the period._ 

An~important cont1;ibutor to the expansion in premiums for the 

general ~.nsurers has been the ma::t;ine insurance. This source of premiums has 

the characteristic of growing with increased volume of merchandise trade. 

From NO.? million in 1969, pre~ums on marine insurance rose to N32.0 

million in 1981. Thus, during the study period, premiums on marine insurance 

:~ccounted for an aver_age o('10.4 per cent of total premiums. With the· 

introduction of the Insurance Act of 1976 which requires, inter alia, the 

insurance of imports by Nigerian gegistered Importers, premiums on marine 

insurance expanded by 416.1· percent between 1976 and 1981. 

·0._, 

Premiums on aècid:ent, employers' liability and miscellaneous 

classes of insurance averaged 18.9 per cent of total premiums of non-life 

insurance business yearly in the study period. 

2.5 Uses of Funds 

Total outgoings of non-life insurers, as represented by claims 

on the various classes of non-life insurance and management expenses, net 

. , .; .. '. 
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commission and other expenses, rose from N6.8 million in 1969 to N166.4 

million in 1981. The rate of growth of expenditure in the period was slower 

than that of incarne ; the former recorded a twenty-four fold increase while 

the latter multiplied itself twenty seven times. 

A breakdown of the aggreq ëd:.l': outgoings into its component 

p·,rts indicates that expenditure on manag ement expenses was. virtually the 

heaviest expenditure item in the entire review period. This item was 

followed closely by expenditure on claims on motor vehicle insurance,From N2.8 

million in 1969, outgoings on management expenses rose to N49.7 million in · 

-1981. On a yearly average basis, management expenses alone absorbed about ·.': 

37 per cent of total outgoings of general insurance companies in the 

thirteen-year s:tudy period. The corresponding figure for outgoings on motor 

vehicle was 29.8 per cent. Thus management expenses and outgoings on motor 

vehicle together absorbed an average of 66.8 per cent of total outgoings in 

the 1969-1981 period. 

l\ breakdown of total outgoings into claims on the val;"ious 

classes of general insurance and other expenditure ·is of interest, The .{ 

expenditure recorded on settling reported claims absorbed an aver_age of 

45. 3 per cent of total outgoings of general insurers in the revi.ew period, 

while that on underwriting and management expenses such as commission, 
r. 

legal and medical expenses, salaries, etc averaged 54.7 per ~ènt (See ·'t;. 

Table 9). 

A disaggregation of total outgoings of general insurance 

companies by type of ownership indicates that the indigenous companie.s 

accounted for the bulk of total outgoings in each year of the review period. 

rn particular, wholly Nigerian companies absorbed an average of 53,1 per 

cent of total general insurance outgoings in the tlürteen-year period. The 

. "' • 1" •• 
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corresponding figures for the joint companies and the foreign ones were 

32.8 and 14.1 percent, respectively. 

INSURANCE AND THE CAP I'J:AL MARKET 

The manner in which insuranc e cornpanies operate inevitably 

l e ads to ·che accumulation of funds . Ir, z-to> t;tuch as insurance premiums are 

payable irt advance and on policies t.hé.!t n.t.n over ci. m<'~ , insurance companies 

have the use of funds that are repayan.Le only in the form of loss claims 

and over prolonged periods. In other words, in all classes of insurance 

business there occurs a time lag between the payroent of premiums and the 

settlement of claims so that the. insurer holds funds to caver his liabili ties 

to policyholders. 

In. particular, non-li.fe business is essentially short-term, 

contracts running for periàds of one year or less. Its liabilities are 

largely of two major types: outstanding claims or loss reserves and un-

earned premium reserves. The former are provisions to caver claims and the 

latter represent at a point in time (the end of an account.ing period) that 

proportion of prèmiums which the company has received on current policies 

but has not yet earned. In addition to the above sources of funds, contingency 

reserves are held to cushion a company against lasses that might otherwise 

·force it out of ;·.business. Because there is a great chance. of catastrophic 
~· . . 

loss in general insurance, general insurance companies typically carry large 

capital and reserves. 

on the other hand, the bulk of life business is essentially 

long-term. The system of level annual premiums, of·ten payable over 20 years 

or longer, means that the insurer accumulates funds during the early years 

of his contracts to meet the excess of claims over incarne in the later years 
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when mortality rates are heavier and endowment policies
1

) begin ta mature. 

Thus life funds are available for long-term investment. 

The funds thus accumulated by bath the life and non-life 

insurance companies are invested in the capital market ta earn incarne. 

Indeed successful investment is essential ta mainta.in the solvency of a 

life fund, for example. In what foll ows an una l y ~ i s o f the patterns of 

insurance investment is pursued with êt vi ew t o depi c ting the role of the 

insurance industry in the capital market. 

2 . 6 Investment Patterns of Insurance Companies 

The pattern of investments in insurance, over the. thj:.rteen-

year study period, was dictated not only by the nature/category of 

insurance companies but also by the requirements of the Insurance Mis-

cellaneous Provisions Act 1964 and recently the Insurance Act 1976. The 

former Act stipulates that insurance companies must invest not les.s than 

40 per cent of their policy reserves in securities while the latter Act 

provides for a minimum inves.tment of 25 per cent of tota.l assets in 

securities of government and semi-governmentalbodles.It furthe; st\pulates ........ 

that non-life insurance companies should invest not less than 10 per cent 

of their total assets in real property while the permissible limit on the 

asset for life compariies was fixed at 25 . p~r cent . 

The total assets of insurance companies grew substantially 

in the study period. At N38.1 million in 1969, the assets ro.se to 'N907.6 

million in 1981, reflecting about twenty-four fold increase in the period. 

1) The type of assurance policy taken against the danger of poverty in 
old-age is called endowment assurance in contrast ta whole-life 
assura~ce. The benefits of endowment take the form of an annuity 

rather than a lump sum. 
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Although all the items in the investment Portfolio increased in absolute 

value, changes in the relative importance of the assets occurredduring the 

review period. There was a strong indication of a greater investor prefe r c-:: t .. ' 

for government securities ove:~;' p rivate stocks, shares and bonds. As a pro-

portion of total assets, investment in governrne nt securi ties ranged between 

9.3 and 20.8 percent, averaging 15./ percent in c he study period. The 

l. cl\ve st p.ünts in the relative sharc s ,)f CJOve r nmen t s e c urities in total assets 

were reco rded in the period 1974-1 976 v;hen gove.cn.nen t had a lot of fund s 

as a result of the ail boom in those years. It sho uld be observed · therefore, 

that insurance companies failed in the review period to comply with the 197G 

re.quirement tha,~ .they should hold 25 per cent of their total assets .in. govern-

men~ - securities and· quasi-government securities. Investment in private stock, 

shares and bonds declined from 19.2 per cent of total in 1969 to 10.4 per cent 

in 1981.The percentage share of mortgages and loan assets ranged between 11.9 

and 16.5 per cent~averaging 14,1 perce nt in the revi e w period (See Table 10). 

In the first quinquennium of the review period, insurance 

companies' investment in cash and bills receivable averaged 43.1 per 

cent of total assets. The position thus tallied with the solvency requirement 
. :;, 

r:'· .. ;\ 
· that at-·least 40 per cent of insurance companies' assets portfolio should 

be in the form of liquid assets. However, in terms of this requirement, the 

position since 1974 to the end of the review period was unsatisfac ~ry. 

From 34,3 per cent in 1974, the relative share of cash and bills receivable · 

in total assets declined to 26.4 percent in 1981. 

Of importance is the observation that despite the declining 

proportion of cash and bills receivable in total assets, the bulk of 

insurance companies 'investments r emained in very liquid and low-yielding 

assets especially when the former are added to government securities, a 

sizeable proportion of which consists of Treasury bills and Treasury 

certifica tes. 

. .. / ... 



Al though li fe insurance companies are tradi tionally expecte.d to 

invest mainly in long-term securities such as government bonds, mortgages 

and secured loans because of the long- ·term nature of their liabili ties, ·J u-.:-1: 

companies invested largely in very liquid assets. The assets included short-

term government securities, bills of exchange and other short-term securities 

such as bills receivable. A plausib l n cxplanation for this investment behaviour 

m.:ty be traceable to the long-term in f lc1 tionary expectations prevai ling in the 

country and the general business atmposphere of a strong risk aversion. Thus, 

cash and bills receivable alone constituted an average of 29.4 per cent of 

total li fe assurance assets during the study period. (See Table 11) , 

At N4.0 million or 20.2 percent of_total li_fe ·. assets in 1969, 

life insurance companies'investment in government secur{ties rose to N60,1 

million or 25'-;9 per cent in 1981. Such invesment averaged about 24.4 per 

cent in the period. Private stocks, shares and bonds constituted an annual 

average of 13.9 per cent of life assets. The corresponding figure for 

mortgages and loans was 22.1 percent. The upsurge in the level of activities 

of the building and construction industry particularly since 1973 largely 

boosted investments on mortgages and loans by the life ii).surers, 

The bulk of investment of general insurance companies during 

the study period was, as expected, short-term. This characteristic derives 

from the fact that not only are liabilities of . general Û1s.urers generally 

of short-term in nature but also- that claims· · from them ti'uctuate much more 

erratically than those from life insurers. As evident in Table 12, cash and 

bills receivable accounted for an average of 39.4 per cent of total non-life 

insurance companies. 

Ranking next to cash and bills receivable are miscellaneous 

items. These are themselves short-term in nature. They accounted . for 2.2 

percent of total general insurance assets in 1969 but rose sharply to 41.8 

per cent in 1981. The remaining three classes of assets, namely, _ government 

securities, stocks, shares and bonds, mortgages and loans constituted an 
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CHAPTER III 

THE DETERMINANTS OF THE SOURCES OF FONDS 

IN THE INSUl~A l'l CE INDUSTRY . 

Having discussed the sources and uses of funds in the insurance 

business including its investment patterns, it ~emains to quantify the 

inter-relationships among the relevant explanatory variables in the 

major sources and uses of insurance sector funds. For purposes of easy 

exposition, this chapter dwells only on the determinants of the sources 

of funds. The econometries of insurance investment behaviour (uses) is 

attempted in the next chapter. In both chapters, multiple regression analysis 

is used. 

3. 1 The Model 

The analysis of madel of sources of funds proceeds in two 

steps. First, it is necessary to outline sorne of the assumptions of the 

madel. The se are: (a) Premium rates are assumed to .remai.n fixed over the 

sample period. In his study of the life insurance sector of the United 

States economy Cummins
1

) concluded that a decline in premium rates 

1) cummins J.D. An Econometrie madel of The Life Insurance Sector of the 
u.s. Economy, D.C. Heath and Company, 1975 USA p. 46. 
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usually leads to a decline in premiums especially in circumstances of 

high interest rates. It will be necessary therefore to hold this variable 

constant. {b) It is also assumed that the insurance-buying public behave:; 

rationally by buying life protection as it grows richer. That is, most oi 

the insuring public is deemed to be risk averse. ( c) There exists no undue 

competition from other financial insti.tutions like the Mutual or Provident 

Funds. 

The second step in analysing sources of funds involves the 

consideration of variables which may affect the demand for insurance 

protection. Demand is represented conceptually by insurance premiums 

paid by clients. 
.··- ... · 

3.2 Selection of variables 

The explanatory variables for the econometrie exercise are 

in two ·groups: the first relates to life business and the second 1 non-life. 

Among the variables explaining the life insurance premium function is Y , 
p 

denoting per capita GDP. The rationale for including Y as an explanatory 
p 

variable derives from the recognition that people tend to save, e.g,, 

.)' 

through taking out:'., life policies, as the ir irlCome grows. For the sarne 

reason, pe.ople tend to seek protection against the hazards of life like 

fire, accident, etc. Hence Y also features as an argument in sorne of the . p 

non-life insurance functions. 

rt is believed that decisions to take out life policies are 

also a function of the degree of literacy the community has attained or 

is expected to attain over sorne given time profile. Education and/or 

literacy promotesan awareness of the need for insurance protection from 

sorne of the hazards of premature death, for example. In this study, the 

ratio of Federal government current and capital expenditures on education 

· d' Edu . . 
to its total budgetary expen 1.tures, -T , 1.s used as proxy for the degree cc 

... / ... 
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of literacy. The variable is also an argument in the fire insurance premium 

function, for precisely the same reason. 

Intuitively other demographie variables than the Y 
p 

d 
Edu an -
Tee 

could also be considered as arguments in ·the life prernium function. Such 

variables may include the life expectancy rate, and the distribution of 

populatio11 by age, and by religious g:cGupings. It may be recognised, hm•Jever, 

that life insurance companies employ thE:se variables , arnongst ethers, to 

determine their life premium rates. Besides, _ premiwn rates have been assurned 

fixed for this study. Even so, a direct observation of the variables in the 

function could have been interesting but for data constraints, 

~he ratio of urban labour force to totàl labour force,ULf/Flop, 

has been included as an explanatory-variable in the life premium function 

because people who buy life protection are, by and large, wage earners and 

the self-employed entrepreneurs in the urban areas. Thus it is presumed that 

as the urban labour force grows, the chances of more people seeking to have 

life insurance caver get enhanced. 

Moreover, in recognition of the wide-spread practice in 

Nigeria whereby annual premium payments by policyholders are tax deductible, 

people are encouraged to buy insurance protection as a veritable tax shelter. 

Consequently, the ratio of Federal government receipts on personal tncome 

tax to its total direct tax yields, ~~' has been employed as an argument in 

the life premium function to capture this phenomenon of tax deductibility. 

Sorne variables have been selected exclusively for the non-life 

insurance functions. One such variable is the degree of openness of the 

economy, measured in the study, by export euro import-income ratio, (Ext-Imp)/ 

GDP. This variable is used as proxy for economie development in relation to 

the marine insurance premium function. This use stems from the need to test 

the commonly held view (at least for the advanced countries) that more open 

economies experience greater growth in insurance business transactions, For 

't 't ,/ .. .. 
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the same reason the ratio of the net registered tonnage of ships that 

entered the Nigerian ports and were cleared ta total tonnage of imports, 

NRT 

Imp' has been included as an explanat:ory variable i n ·the marine insurance 

premium function. 

Given that the level of pn~nli ums on motor-vehicle insurance 

clvpends , ~-r1ter a lia, on the value ar1d Ji W CJbe-c of JIICJt o r vehicl es or passenge r 
1 

cars ins ured at a point in time, it hôs been cons .ide red ne.cessary ta re f l ect 

this in the motor-vehicle insurance premi um function. However, since data 

on number of vehicles were unavailable, the value of passenger cars 

deflated by value of total merchandise imports, Vp/Irnp, has been used as 

an argument,· amongts others, in the.· function. 

Finally, electricity consumed in relation ta total electricity 

generated, 
~. 

Erc 
Erg' 

has been used as one of the arguments in the fire insurance 

premium function. This reflects the. ~ationalisation that probably the 

incidence of fil::e outbreak is higher the greater the intensi.ty of ene:r.:gy 

use in modern building structures .• 

• • 1-, 

rn more formal terms, 'the relationships, in ratio as well. as 

undeflated level data, are formulated in the following set of equations. 

The expected signs of thè ' regression coefficients are stated in parentheses 

below each equation. 

PLl) 

TLY 

ULf · Edu Tp 
a a + a 1Y + a2-- + a3-- + a4 -+ €] .. .. ~ • .. .. • .. .. .. • • • 11 • • • 

p Flop TCC Td 
( 3 .1) 

(al, a2, a 3 ?- o ; a4 < ô) 

1) The variables in the v~rious insurance prenuum f unctions have been 
deflated with their relevant aggreg·ate statistics in arder to minimise 
the effects of extreme observations, notably hetereoscedasticity. See 
Kuh, E and Meyer, J "Correlation and Regression estimates when the data 
are ratios ~', · Econometrica, Vol. 23, N° 4, Oct. 1955, pp, 406 - 407. See 
also Maddala, G.S. Economietrics, McGraw Hill, Inc. 1977, pp. 93 - 94. 



rn (PL) 

Pm 
TNLY 

ln(Pm) 

~ 
TNLY 

ln (Pp) 

Pf 
TNLY 

ln (Pf) 

where 

PL 

TLY 

. TNLY 

Yp 

Flop 

ULf 

Edu 

Tee 

Tp 

Td 
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(3. 3) Ex + Imp + EJ . ...... . ................. . 
+ cz (- . . l 

GDP 

(c 1 , c 2 > 0) 

do + d1ln (NRT) + d 2ln (E\~~i,2_Tnp l + 1.: 4 • . • • • • • • • • • • • • • • • • • (3 .4) 

v 
+ e p 

e o lrmp .· .................................... ' .. 

... _ .... ........ _ . .._ .... ,._ .. , .. . 

(Erc) · Edu 
go +- g1YP + g2 Erg + g3 (Tee) .+ E7 · • • · • • · • • • • • • • • • • • • • • • 

(3. 5) 

(3.6) 

(3. 7) 

ho+ h1ln (Yp) + h2ln (Erc) + h 3ln (Edu) + E8············· (3.8) 

Li fe premi ums 

Total life insurance income 

Total non-life insurance income 

per capita · GDP 

Total labour force 

Urban labour force 

Expenditures on education (Federal) · 

Total Federal Government buqget 

Federally collected Personal Income Tax 

Total direct taxes 

... 1 . .. 

. . 
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Pm Premiums on marine insurance 

NRT Net registered tonnage of ships 

Imp Imports 

Ex Exports 

GDP Gross domestic product at c urrent factor cast 

Pp Premiums on motor vehi c l c: i ns 1..n~ a nc r'! 

Vp Value of passenger cars 

Pf Premiums on fire insuranc e 

Erc Electricity consumption 

Erg Electricity generation. 

E = Error term 

Regression equations were run, based on the Ordinary Least 

Squares (OLS) technique, using the Time Series Processor (TSP) computer 

algorithm. Where appropria te, _equations have been adjusted for auto-

correlated errors through the use of the Cochrane-Orcutt iterative tech-

nique and the value of f (rho) is presented accordingly. The sample period 

is thir;teen years, 1969-1981. 

3.3 
. 1) 

Regress~on Results 

Premiums on Life Insurance 

Pl 
TLY 

-0.7503 + 0.00004 Yp + 11.2i24~ Flop 

(1.3147) (1.2321) ( 2. 7941) 

Edu + 0.1980 
Tee 

( 1. 7427) 

x x Tp 
9.5923Td" ............ , . , •...• 

(4.0499) 

(3 .9) 

1) The figures in parentheses below the coefficient estimates are the 
absolute values of the t-statistics. One asterisk indicates that the 
independent variables are significant at 0.05 probability level. Two 
asterisks indicate that the independent variables are highly significant 

at 0.01 level. 
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"R2 o. 7821 

DW 1. 2672 

SEE 0.0120 F . 
(ti , 8 ) 

11.7702 

PL .. 
TLY 

;: :i: ;: 
llLi 
Flop 

-1.6979 + 0.00002Yp + 17.9724 

(6.1944) (0.371 8 ) (3.796 1) 

:1: ~ 
0.2255Edu :D2. + Tee -8.3529 Td . ... . .....•..•...... 

(2.2263 {3.8698) 

"R2 o.8902 

DW 1. 3125 
.. 

SEE 0.1077 F ~ 14.19306 
( 't , 8 ) 

rho (r) ~ 0,58705 

In equation {3.9) is presented the results of multiple 

(3. 10) 

regression analysis which relates prerniums on life insurance to the relevant 

explanatory variables. All the explanatory variables have the correct signs 

but it is the coefficents of the urban labour force and the personal incarne 

tax variables only which are significantly different from zero. The rneâ.sures 

of the degree of literacy and per capita incarne are not significant. Never-

theless, the regressors explain sorne 78 per cent of the variation in the 

life prernium function over the thirteen year review period. The Durbin-Watson 

Statistic, however, at D.W = 1.2672, indicates sorne existence of serial 

correlation in the residuals 1 ~ Cochrane-Orcutt adjustment procedure was 

therefore applied to the regression and the results are as given in equation 

(3.10). Interestingly, all the regressors, except the per capita GDP, were 

1) Observations made regarding the presence or otherwise of serial correlation 
at this point and elsewhere in both chapters III and IV of the study are 
rather tentative. This caveat derives from the r ecognition that while the 
standard D.W table assumes a minimum sample si ze of 15, the number of 
observations for the study is only 13. 
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significant but with only a slight improvement in the DW - statistic. 

Further experimentation e n the life pre mium function was 

carried out by fitting an exponent:.i a .L f unction t o t h e undeflated regres sion 

v a riab l e s in l eve l data . The r e s u l tan t l og-linea r f unction produced results 

whi c h confirm the significance of t .h E: u1:- ba n Labour f o rce and personal incarne 

·tax vari.a ble s in the life premiuJII ht tJc t i o n . ri'h c pe .r capita GDP variable viaS 

a lso significant and the explana cary pm-1e r of th e regression improved to 

98.9 p e r cent. The results are as follows: 

·: ~ ~ ~ ~ 

ln (PL) -7.8444 + 0.4524ln(Yp) + 6.1684ln(ULf) 

(8.9854) (1.9949) (5.5578) 

~ 

+ 0.0796ln(Edu) - 0.112Bln(Tp) . . .. . ......... . . ( 3. 11) 

(1.1636) (2.6142) 

"R? 0.9897 

DW 2.5167 

SEE 0.0986 290.6276. 

Premiums on Marine Insurance 

The results relating premiums on marine insurance to the 

rele v a nt e x planatory variables are as follows: 

-- = 

~ NRT Ex + Imp · · 
0.00281- 0.5259(Imp) + 0.2563( GDP ) ··· • ··••·••·•··••·· 

(3.12) 
Pm 
TNLY 

(0.0566) (0.6603) (2.4423) 

R2 0.5042 

DW 1.1 6 5 3 

SEE 0.0254 5.0849 

.. . ( .. . 
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In equation (3.12) the coefficient of the "openness" variable, 

(Ex + Irnp) /GDP, is both significantly different from zero and correct.l 'i 

signed. The variable, net registered tonnage of ships, however is neithe r 

significant nor correctly signed. Both variables explain sorne 50 per cent 

of the variation in the marine prelllium function. Nevertheless, the logarith-

n1ic s pecification based on undcfla ~ed variables in level data was also used. 

The specification indicates that the marine premiurn function is indeed 

non-linear as reflected in the irnproved goodness of fit statistics. The 

estirnated log-linear equation is as follows: 

% x x Ex + Irnp 
4;0132 t 0.5085ln(NRT) + 4.4869ln( GDP ) ··········• (3. 13) 

ln (Pm) 

(2.4815) (2.5515) (3.9653)" 

~ 0.8557 

DW 1.4237 

SEE 0.5305 36.5764~ 

In equation (3 .13} both the. net registered tonnage of ships 

and the openness variables a:r;e significant and correctly signed. The 

explanatory power of the regressors has been boosted to explain 85.6 per 

cent of the variation in the marine prerniurn function. 

Prerniurns on Motor Vehicle Insurance 

.!1>_ == 
'rNLY 

% % x % % 
0.4639 + 2.0269(Vp ) + 0.00012 Yp ...................... . 

Irnp 
(3. 14) 

(16.9576) (4.1932) (2. 3059) 

"R2 o.5766 

DW 1.7949 

SEE 0.0286 9.1723 

... / ... 
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x :.t x x 
ln (Pp) -4.2107 + 0.1569ln (Vp) + 1. 2886ln (Yp) ................. (3.15) 

(6.8004) (0. 8487) (5. 3955) 

'Rz 0.9564 

DW 1. 4979 

SEE 0.2474 F 
( 2 , 1 Q) 

13::!.7 16 2 

In both the linear and log-line a:c ve rsions of the motor 

v e hicle insurance premium function, by and large, the coefficients of 

all the explanatory variables (value of passenger cars and the per capitè. 

incarne) are significantly different from zero and have the expected signs. 

The constant terms in bath versions also are highly significant, suggesting 

that sorne factors not included in the regressions may induce sorne variation 

in the motor insurance premium function. One such factor may be the 

prevailin~ law always in force in Nigeria, which enjoins every car or 

motor owner to insure his/her vehicle. In any event, the explanatory power 

of the regressors rose from 57.6 per cent for the linear vers ion of the motor 

. vehicle insurance premium function to 95.6 per cent for the log-linear. 

· ooubtless, therefore, most of the variation in the function is explained 

by the per cap.ita incarne and the value of passenger cars variables by 

adopting the non-linear relation as the valid relation. It is interesting 

to note that the high significance of the per capita income variable 

r e fle c ts the practice in Nigeria whereby workers are granted car loans upon 

attaining a certain threshold income. For all new car purchases, it is 

mandatory to obtain motor vehicle insurance, renewable annually. 

Pre miLUns on fire insurance 

Pf 
TNLY 

:tx x 
0.19072- 0.0001Yp- 0.0564 (~~~)- 0.1268(~~~f .......... . 

(4.0462 ) (3.0895) ( 1.029) (1.3127) 

... / ... 

(3. 16) 



R2 

DW 
SEE 

ln (P.f) 

R 2 

DW 
SEE 

0.6937 
1.3214 
0,01329 
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F(3, 9 ) = 10.05969 

+ ~ * ~ 
-11.2137 + 0.062Iln(Yp) + 1 .5825 ln(Erc) + 0.04211n(Edu) ... 
(10 .6 127) (0 . 2437) (6.C404 ) (6. 683 8) 

0 . 9881 
2.4897 
o. 105519 F( 3 , 9 ) = 335.6600 

It is clear from evidence of results rPlat.ing premiums on fire 

l ' /} 

insurance to the relevant explanatory \'ûri anl es (,;quations 3.16 and 3 .17) that 

a major explanatory factor in the non-linear expression is the level of inten-

s ity of energy consumption in building structures. Of importance too i, s the 

constant term. The significance of the constant term suggests that there are 

perhaps other factors that could induce sorne variation in the fire insurance 

prernium function. Such factors may include riots, political unrest and such 

acts of Gad as tornadoes that could scare people into taking out fire insurance 

polici es. The log-linear specification of the fire insurance premium function 

fits the function very well. The i2 of the estimated log-linear relation is 

quite high at 98.8 per cent. 

3.4 Overall Review. 

The log-linear specification of the madel explaining the determinants 

of growth of premiurns in the insurance industry, fits the data very well. Based 

on this specification, the explanatory power of the various life and non-life 

insurance premium functions was considerable and ranged between 85.6 and 98.9 

per cent. Therefore, the specification could provide a basis for forecasting 

the trends of prernium incarne in the insurance industry. By and l a rge, all the 

variables considered à priori to be relevant determinants of variation in the 

various premium f unctions, turned out to be significant and correctly signed . 

Among such variables include Yp, Tp, Ulf, Erc, and (Ex+ imp)/GDP. Since these 

variables are sorne of the conventional indicators of economie development and/or 

modernization, it sounds logical to infer that the la·tter have built-in 

fea ·tures that posi tively influence· the growth of the insurance industry. 
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CHAPT!!:! ·: fiJ 

THE DETERMINANI'S OF INVESTMENTS ([]SES) 

BY THE INSURANCE CCH'!PANIES 

The preceding chapter dealt with the determinants of sources 

of funds in the insurance sector. This chapter concentrates on the uses of 

funds or investment behaviour of life and non- life insurance companies 

operating in Nigeria. It indicates the considerations that lead to the 

allocation of investible funds among alternative asset groups. Equations 

are presented to explain net acquisitions of four major assets - government 

securities ; stocks, shares and bonds ; mortgages and loans ; and cash and 

bills receivable. 

· 4. 1 The Madel 

Before discussing the explanatory variables it is perhaps 

necessary to say something about what assumptions underlie the madel. 

First, since for the most part the liability structure of the insurance 

industry has remained constant over the sample period, the equations 

developed below do not attempt to measure expli c itly the asset-liability 

interaction effect. However, it is important to recognise that this inter

action does underlie the selection by the companies of a preferred investment 

... / ... 
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set within which the allocation of funds is carried out. Second, 

considering that the measurement of r i sk in e conomie time series analysis 

is alway s problematic and that no r e a lly e ff e ctive method has been deve Lop~d 

for doing sa , the made l assumes i mpli c it l y that the r ela tive risk of var ious 

a sse t types has remained constan t ov~~ r t he s ampl e period. 

~ . 2 Se Le cti on of varia ble s. 

As was the case with Cll i:lpte r I II wany variables, were te s t ed 

t a measur e their explanatory power on insurance companies' acquisition of 

various asset types. One such variable was Lf/GDP, life fund deflated with 

respect ta GDP . This variable was employed -in-- all the asset functions in 

life business ta capture the impact of funds availability on asset 

acquisitions · by life insurance companies. The counterpart funds for general 

insura nce business was tot.al assets of non-life business as a proportion 

of GDP , represented by TANL/GDP . 

Another index of funds a vailability is the premiums/claims 

(P/C) ratio . The e xtent ta which life, non-life and all insurance companies 

are capable of making long-term funds available f o r investment in the 

capital market is indicated by this ratio. The higher P/C ratio gets the 

more fayourably placed are the insurance companies in their ability ta 

feed the market with investible funds. Thus the relevant variable, P/C, 

was e mploye d as PL/CL ta reflect its life- insurance ratio and PNL/CNL as 

its non-life counterpart ratio. 

It is believed that insurance c ompan i e s adjust their holdings 

o f e ach as s et by a fi xed proportion, say 8, o f the change they would ne e d 

ta reach their desired holdings of the asse t in q uestion . In other wo rds, 

insurance companies' investment behaviour foll ows s orne stock adjustment 

... / ... 
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pattern in achieving their investrnent f?ortfolio mix.
1

) To capture this 

tendency, the lagged form of the dependent varjable has been includerl 

in each asset function, e.g (GSl/GDP)t-1, (SSBl·) t- 1 
GDP ' 

Of great importance is the profit motive in decisions 

to invest in one asset type or the otr,èc Dat-a on insurance companies' 

l)rofits were, however no·t availablç f••r the st.uèty. It was therefore 

decided that a simple average of int . .:~ r t~st ra t es on goverrunent securi·ties, 

commercial bank deposits and loans and deposits with the Federal Savings 

Bank, r, be included in the asset equations to serve as proxy for return 

on investments. Even so, data constraints have precluded ou::r using a more 

desirable average, namely, the weighted average of int;er_es!- rates. 

Several restrictive government legislations were passed at 

different times during the study period as noted in Chapter I. Essentially 

such Acts were designed, inter alia, to set limits to and offer guidelines 

on, insurance companies' investments in assets. In arder to capture the 

possible impact of such legislative changes on insurance companies' 

investment behaviour, a dummy variable, DM, has been included in each 

of the asset functions as an argument to represent the years in which 

the legislations were enacted. 

1) Suppose that the long-run desired holdings of an asset X at time t is 

defined as 

x~ 
Then the actual stock adjustment process is assumed to be 

:1.: 
x = x + f3(X - xt_ 1l 

t t-1 

where Xt is th~ ~ctual stoc~ of asset X a~ time t.. . . 
Substituting X lnto the adJustment equatlon and Slmpllfylng, we obtain 

:k 
Xt=f3X (Zl, Z2, Z3) + (1 -f3)Xt_ 1 , 

which can be rewritten as 
x - x = axx (zl Z2 Z·J) - ax or 

t t -1 ~ 1 1 
. ~ t-1 

6xt = Sx* (zl, Z2 , Z3)- Sxt_ 1 
In general, 

6Xt = X(Zl, Z2, Z3, Xt-l) 

•rhis is the approach taken in our rorr11ula ti on. 
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Formally, the relationships, in ratio as well as level 

data, are rendered in the following set of equations : 

LIFE 

GSl 
GDP 

In(GSl) 

SSBl 
GDP 

Lf Pl C SSBl 
Co t C ( ) + C 2R, + C3DM + C ( ) + r. (--) + U3 1 GDP 4 Cl ~ GDP t-1 

In(SSBl} 

Mll Lf . Pl Mll 
GDP = fa + fl (GDP) + fz R + f3DM + f4 (Cl) + fs (GDP) t-1-t 1:\s ••••••.• 

Pl 
In(Mll) = g 0 + g 1 In(Lf) + gzR + 93DM + 94In(Cl) + gsin(Mll)t_ 1 +u 6 

CBl h h (Lf ) h + h DM h (Pl) + h (CBl) . = 0 + 1 GDP + 2 R· 3 + 4 Cl 5 GDP t -1 + u 7 •••••••• 

GDP 

In (CBl) 

NON-LIFE 

GSn _ l + l (TANl) PNl l (GSn) + 
GDP - 0 1 GDP + lz:R + 130M + 14 (CNL) + 5 GDP t-1 U9 ..... . 

( 4. 1) 

(4. 2) 

( 4. 3) 

(4 .5) 

(4.6) 

(4.7) 

( 4. 8) 

(4.9) 

PNl 
mo + m1 In(TANl) + mz~ + m3DM + m4 In (CNl) + ms In (GSn) t-thllQ (4 .10) In (GSn) 

SSBn TANl Pnl SSBn 
GDP =no+ DI (GDP) + nzR + D3DM + n4(Cnl) + ns(GDP )t-l+Ull 

( 4. 11) 

Pnl 
po + Plin(TANl) + pzR + p3DM + p4In(Cnl) + psin(SSBn)t-~~(4.1 2) In (SSBn) 

MLn TANL Pnl Mln 
GDP = qc + qdGDP) + qzR + q 3DM + q 4 (Cnl) + qs(GDP)t-1+ UJ3 ····· · (

4
·

13
) 

Pnl 
so +stin(TANl) + szf: + s 3DM + s 4 In(Cnl) + ssin (mln)t_ 1t ,y14 (4 .14 ) In (Mln) 

CBn TANl Pnl CBn 
GDP = to + t l(GDP) + tzR + t 3DM + t4(Cnl) + ts(GDP)t_ 1 + V J S ..•.•• (4.15) 

Pnl 
uo + u 1 In(TANl) + uzB. t u3DM + u4In(Cnl) + usin(CBn)t_ 1t\.l]. 6 (4.1 6 ) In (CBn) 

... / ... 
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COMBINED LIFE AND NON-LIFE 

GSC 
GDP 

In(GSc) 

In(SSBc) 

+ ':i cin (GSc) 1 +\JI & ••• 
J t-

(4 .18) 

R In(Pl + PNl 
Yo+ Ylin(Lf + TANL) + Y2 + y3DM + y4 Cl + CNl) 

(4. 20) 

Mlc 
GDP 

Z (
Lf + TANl) Pl+ PNl)+ z (Mlc) +Uz 1 

Zo -t 1 GDP + ZzR + z3DM + z4 (Cl + · CNl 5 GDp t-1 (4. 21) 

In(MLC) 

CBc 
GDP 

In (CBc) 

+ t/Jsin(Mlc)t-1 + Uz2··· 

Pl + PNl) 
~0 + p

1
In(Lf + TANl) + ~2R + ~ 3 DM + ~4 In(Cl + CNl 

+ ~sin(CBc)t-1* 1.) 24 

(4. 22) 

(4.24) 

In these equations, all regression coefficients are expected to 

be positive. A list of the variables and their definitions are · as follows: 

GSl Government securities (Life ) 

GSN Government securities (non- life) 

R simple average rate of interest 

DM Dummy variable (1969 , 1976 = 1 ; other years 0) 

Lf Life funds 

Cl Claims on life insurance business 

Cnl Claims on non-li fe business 

SSBl Stocks, sha r es and bonds in li fe business 

... /' .. 
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SSBn Stocks, shares and bonds in non-life business 

Mll Mortgages and loans in life business 

Mln Mortgages and .loans in non- l.ife business 

CBl Cash and bills receivable in life business 

CBn = Cash and bills receivable in non-life business 

'rANl Total non-l if2 ussets. 

U Error term 

Regres5ion equations were run ove r the sample period 1969-1 98 1.. 

4.3 Regression Results
1

) 

GSl 
GDP 

Government Securities (Life) 

::t 
-0.00019 + 0.2466(Lf ) 

GDP 
(0.30159) (2.3374) 

- · 0.00003R + 0.0001DM 

(0.2977) (0.5826) 

+ 0.00003(PCll) + 0.0636(GSl) GDF t-1 .. • ... 

(1.1459) (0.1540) 

R"2 o.6188 

DW 2.0495 

SEE 0.000155 F ( ) = 1. 9486 
5' 6 

(4. 25) 

Equation (4.25) represents a rather poor fit linking the 

ratio of government securities held by the life insurance companies to 

GDF, to the relevant explanatory variables. With the exception of the 

proxy variable for impact of funds availability, Lf/GDP, which is 

significant, the coefficients of all the other variables are not 

significantly different ~rom zero. Bowever, all have the expected signs, 

except the yield or return on investment var i able, R, which is ne gative . 

1 
1) As noted in Chapter III, ::t denotes significance at 0.05 probability 

level ; ~*denotes significance at 0.01. Figures in parentheses 

represent absolute values of t-statistics. 
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The negative sign for the coefficient of R probably underscores the 

fact that tfte prevailing low intert:!st rates in Nigeria do not encourar-p; 

insurance companies'investments in securi~ies beyond the statutory 

-2 
minimum. The R is low at 61.9 per cent and the F- ratio is also 

uncomfortably low, suggesting that t:he coefficientstaken together are 

l\ard l ~' s ta ·tistically different: t co,,·, z'"ro . 

Consequently , a l o•rli.lleor SfJ ·':!Cification of the securities 

function was attempted. The results of the estimated equation are 

as follows: 

* * In (GSl) -2.3247 + 0.9880In(Lf) + 0.0194R 

(3.3530) (1.9871) (0,2259) 

Pl 
+ 0.1338DM + 0.4505In(Cl) - 0.0586In(GSl)t-l''' (4. 26) 

(0. 9264) ( 1. 5545) (0 .1468) 

i? 0.9781 

DW 1. 4976 

SEE 0. 1252 F( )= 99.3477 
51 6 

Obviously equation (4.26) fits the data much better than 

equation (4.25), an indication here also that the relationship is non

linear. This is evidenced by the high RL and the F-ratio. All the 

variables are correctly signed, and the proxy variable for impact of 

funds availability, Lf, remains statistically significant. 

SSBl 
GDP 

Stocks, Shares and Bonds (Life) 

x Lf 
- 0.00007 + 0.2080(GDP) - 0.000012R + 0.00016DM 

(0.2749) (3.4569) (0.2679) (1.4327) 

- 0.00001(~~) + 0.03798(~~~1)t-1'"'''""' ... 
(0.8979) (0.1456) 

... / ... 

(4. 27) 
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R"2 o.6618 

DW 2.0598 

SEE 0. 0 0008 8 F 
( 5, G) 

5 . .10bf, 

In equation (4.27), the measure of fund s availability, 

Lf/GDP , is s ignific an·t wh ile all tr.t~ o the r exp lana t o ry var i able s are 

not. All t h e va ria ble s are correct l y sig ned exce~ t h e interest rate , 

R, and e ther index of funds availability, Pl/Cl, which have the wrong 

signs. The regressors explain not less than 66 per cent of t h e variation 

in the dependent variable. 

However, the log-linear specification of .shaxes, stocks 

and bonds function in undeflated explanatory variables produces a better 

fit than the linear equation (4.27). The RL has been boosted to about 90 

per cent and the F-ratio becomes high. Even so, the index of funds 

availability, In(Lf), only remained significant but all va~iables have 

signs as expected. The results a~e as follows: 

* 
In(SSBl) = 0.01362 + 0.4184In(Lf) + 0,02162R 

(0.1647) (2.5698) (0 .1148) 

x Pl + 0. 3265In (SSBl) 1 ..... , .. , , + 0.2034DM + 0.4013In(Cl) t-

(1.6436) (1.8496) (0.2234) 

R"2 o.9017 

DW 1.9865 

SEE 0 .0769 F = 251.6698 
(51 6) 

Mortgage s and Loans (Life) 

Mll 
GDP 

Lf 
- 0.00034 + 0.0762(GDP) + 0.00004R + 0.0002DM 

(0.8788) (0.8103) (0.6128) (1.1319) 

Pl :1: t-Ill 
+ 0.00002(Cl) + 0.5377(GDP)t- 1 ................... . 

(1.1462) (2.1184) 

... / ... 

(4. 28) 

(4. 29 ) 
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R_"L 0. 6890 

DW 2.08 23 

SEE 0.00013 F - ., ,-us 
( ) 

- ~ . ù.lC >. 

5 'G 

* In (tvlll) -1.15012 + 0.9124In(Lt) - 0.1087R + 0 . 1710DM 

(1.1733) 

'R2 o.96 49 

DW 1.6092 

SEE 0. 16925 

(2.6258) 

l' L 
+ 0 031 6 (- -) . C l 

(0.09 57) 

( 1 .04 48 ) (0 . 8 889) 

t· 0. 2J 52Tn(i~U) . . .......... . 
t -l 

(1.1. 7393 ) 

61.5741 

In equation (4.29), the mortgages and loans function 

e xhibi ts a poor fit as evidenced by the law HL and F-ratio. Hmvever, 

a ll the variables are correctly signed. The coefficient of the lagged 

value of mortgages and loans holdings is significantly different from 

(4 . 30) 

zero. This reflects the desire by life insurance companies to maintain 

sorne balance in their portfolio composition through stocks adjustment. 

However, the log-linear version(equation (4.30) of the 

mortgages and loans function in undeflated variables produces a better 

-2 
fit than equation (4.29). Bath the R and F-ratio are high. The regression 

explains sorne 96 per cent of variation in the dependent variable. The 

positive coefficient on the lagged value of mortgages and loans holdings 

in bath equations (4.29) and ~.30) confirm the relevance of stock 

adjustment specification as a factor inf luencing the investrnent behavio ur 

o f life insurance companies The mE::asure of availability of investible 

funds, In(Lf), is significant and the sign of its coefficient conforms 

to à priori expectation. The other variables are also correctly signe d 

... / ... 
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except that the interest rate variable has the wrong sign. The negative 

sign for the coefficient of the ir1terest rate variable probably refle c ts 

the d i s incentive effec ts of the pceva iling l aw rates of interest in 

Nigeria, at least in the sarnple pe:: ri. ccJ, on i nves tment in mor tg ages a nd 

l oans . 

Cash and Bills r ece i v6ble (Li fei 

CBl 
GDP 

-0.00069 + 0.09302{Lf_)- 0.00007R -0.0005DM 
GDP 

{0.2919) {0.4349) {0.4849) {1.6193) 

R:2 o.6939 

DW 2.4445 

SEE 0.0003 

+ o~aooo7- (~~> 
{0.8973) 

:t CBl 
+ 0.8389{GDP)t-1' ..... ·.· ......... . 

(1.8047) 

2. 7201 

In {CBl) -0.9914 + 0.3622In{Lf) + 0.0203R -0.1828DM 

{1.1509) {1.3401) {0.1777) {0.7724) 

% . Pl 
+ 0. 7656In {Cl) + 0 .1948In (CBL) t-1 ........... . 

{2.0825) (0.5841) 

R:2 o.8840 

DW 1.4953 

SEE 0.1893 

(4.31) 

{4. 32) 

The log-linear equation {4.32) represents a better fit for 

the cash and bills receivable function than the linear equation (4.31) 

Equation (4.32) explains not less than 88 per cent of the variation in 

the dependent variable. An index of funds av ai lability, is 

significant and correctly signed. The stock adjustment variable, in ba th 

... / ... 
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the log-linear and linear expressions of the cash and bills receivable 

function, has the correct sign. Although the stock adjustment variable 

is not significant in the log-li.near equation, it is significant i l • the 

line ar equation at a probabil ity L ~ve l oE U.t U which , however falls 

shor t of the acceptable level f o c testing an hy~othesis. 

GSn 
GDP 

Government Securj_ tL~:~ (n,::, n-1 it c: ) 

:J: 

-0.00107 + 0.1040(T~~~) - 0.00004R 

(0.5550) (3.3991 (0. 3257) 

-0.0003DM + 0 0003(Pnl)+ 0 4148(GSn) . Cnl . GDP t.-1 ................. . 

(0.9565) (0.7067) (0.6892) 

R2 0.8259 

DW 2.0467 

SEE 0.00019 F 
( 5 '6 ) 

11.4135 

In (GSn) -2.0342 + 1.1349In(TANl) - 0.0107R- 0.1044DM 

(0.9507) (1.5669) (0,0542) (0.1559) 

Pnl 
- 0.4196In(Cnl) - 0.1561In(GSn)t_ 1 ............ . 

(0.1529) (0.1828) 

R"2 o.9309 

DW 2.03865 

SEE 

SSBn 
GDP 

0.31666 F = 30.6528 
( 5 , 6) 

stocks, Shares and Bonds (non-life) 

:k x TANl 
- 0.0015 + 0.4198(GDP ) 

x 
+ 0.0002R - 0.0001DM 

(2 .0332 ) (2.4745) (3.4060 ) (0.8413) 

Pnl x~ SSBn 
+ 0.0002(Cnl) + 0.6838(GDp )t-l······· ·• ········· 

(1.5039) (4.0749) 

... / ... 

(4. 33) 

(4.34) 

(4 .35) 
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'R2 o.7337 

DW 1.7329 

SEE 0.0001 F( ) = 8.578LJ 
51 6 

;: 
In(SSBn) -0. 8870 + 0.4208IN('l'ANL) + 0.1 166 R 

(1.2583) (2.5745) (1.270 3) 

_ Pnl 
- 0.0066DN + O.uS-1 1(----) + 0.3397(SSBrù 1 ... Cnl t -

(0 .0397) (0. 1353 ) (l. 23 15) 

R"2 o.9741 

DW 1.8247 

SEE 0.1344 

Mortgages and Loans (non-life) 

Mln 
GDp 

;:;: TANl = 0.00017 + 0.1295(GDP ) + 0.00001R- 0.00003DM 

(0.2750) (7.1596) (0.1554) (0.2459) 

-0.00012(~~Î> - 0.2239(~~~)t-1·················· 
(0.8061) (0.8660) 

'R2 o.961 1 

DW 1. 5699 

. SEE 0.000096 55.48298 

~ ~ 
In(Mln) = -3.0057 + 1.2078In(TANl) + 0~06S2R 

(2 .1359) (2.6183) (0.3769) 

Pnl 
-0.1555DM- 0.4562In(Cnl) - 0.161 6In(MLn)t_ 1 ......... . 

(0. 4692) (0. 3584) (0 . 3282) 

DW 1. 4156 

SEE 0.2701 50. 2063 

... 1 . . . 

(4.36 ) 

(4. 37) 

(4.38) 
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Cash and Bills Receivable (non-life) 

~ x 
-0.0049 + 

(3.0405) 

;: x .,ANl 
0.1691 (-~ -) 

GDP 
(5.7947) 

;: ... 
+ 0.0016(Pnl) 

Cnl 
(4.7610) 

;: 
0.0002R 

(2.(J'Jû3) 

* O.OOOSDM 

(2.2812) 

1: :t CIJ 
+ 1.1807 (~) GDP t-1 .......•• '•' •.' •''' 

( 5 . 7(,(1 ~) 1 

[~:! u. 9650 

m~ = 1. 585 1 

SEE 0. 134 2 F( ) = 61.7315 
5 , 6 

In (CBn) -0.19282 + 0.4660In(TANl) - 0.0709R 

(0.2277) (1.2053) (0. 8457) 

-0.0206DM + 0.3914In(~~~) + 0.4882In(CBn)t_ 1 .......... . 

(0.1193) (0.5631) (0.9867) 

'R2 o.9812 

DW 1.5851 

SEE 0. 134 2 F = 115.7341 
( 5 , 6 ) 

The results of determinants of investments in assets by 

(4.39) 

(4.40) 

non-life insurance companies are presented in equations (4.33) through 

(4.40).The linear equations seem ta represent the better specifications 

than the log-linear ones. A major factor that explains investments in 

various assets in the sample period has been availability of investible 

funds, as measured by (TANl)/GDP and (Pnl)/Cnl). These indicators of 

funds availability are, for most of the regressions, significant and have 

the expected signs. The coefficient of multiple determination, adjusted 

-2 for degrees of freedom (R ), range from 73.4 for stocks, shares and bonds 

ta 98.1 percent for cash and bills receivable. By and large, the F-ratios 

' .. / ... 
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are also high. Most of the variables consistently maintain th~ correct signs 

nevertheless, the interest rate variable has a wrong, negative sign, su~s-s r-

ing the disincentive effects on investn~nts of low interest rates prevailing 

in Nigeria, at least during the sample period. 

Gove rnment Securities (Life a nd non-life ) 

lS l + GSn 
GDP 

(0. 5245) (4. 3688) (0.9337) 

0 0 009 0 000 (Pl+ Pnl)+ 0 5993(GSl + GSn) 
- • O DM + · 4 Cl + Cnl ' GDP t-1 

(0.2921) (0.8502) (1.049) 
..... " " • 't ..... (4 .41) 

DW 1.7657 

SEE 0.00027 F( ) = 10.1058 
5 , 6 

In(GSl + GSn) -1.1074 + 0.7682In(Lf + TANl) - 0.0238R + 0.0573DM 

(1.2727) (1.7686) ( 0 . 2 712) ( 0. 28 2 7) 

(Pl+ Pnl) + 0.1797In(GS1 + GS ) (4.42) +0.0633In Cl+ Cnl n t-1''''' 

(0.0930) (0.3627) 

"R2 o.9749 

DW 1.8409 

SEE 0.1542 F( ) = 86.4339 
516 

Stocks, Shares ·and Bonds (Life and non-life) 

SSBl + SSBn 
GDP 

'R2 o. 7977 

DW 2. 9806 

SEE 0.00017 

%% Lf + TANl 
-0.00006 + 0.0588( GDP ) - 0.00003R + 0,00014DM 

(0 .0719) (3 .0892) (0. 2488) (0.6759) 

Pl + Pnl) xx SSBl + SSBn 
+0 000012( + 0 6171( ) 1 ...... . . . Cl + Cnl . GDP t-

(4.43) 

(0.0908) (3.7852) 

9.6761 

.... /"' 1(" 
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;:. ;:. 

In(SSBl + SSBn) = 0.0277 + 0.4486In(Lf + TANl) + 0.0296R + 0.2072DM 

(0.0559) (2.8349) (0.6407) (2.24 22 ) 

Pl + Pnl x 
-0.4035In(Cl + Cnl) + 0.3958In(SSB1 + SSBn)t_1 ... (4.4 41 

(1.8123) (1.8312) 

"R? 0.9918 

DW 1. 9856 

SEE 0 .0754 F 
(5 1 6) 

268.7798 

Mortgages and Loans (Life and non-life) 

Mll + Mln xx f 1 
GDP = 0.0009 + 0.1331 (L G~PTAN )- 0.00008R. + 0,0002DM 

(1.4963) (8.2134) (1.1261) (1,4489) 

-O.OOb 1 ( Pl+ Pnl) + O.Oi 17 (Mll + Mln) 
Cl + Cnl GDP t-1 

(4.45) 

(1.2173) (0.3768) 

R2 0.9648 

DW 2.1949 

SEE 0.0001 F 
(s ,6 ) 

61.3755 

In (Mll + Mln) 

;:.;:. 
-0.9467 + 0.9280In(Lf + TANl) - 0.0577R + 0,1555DM 

(1.343 2) (4.0208) (1.0486) (1.3455 ) 

-0.3980In(~~ + Pnl) + 0.0692In(Mll + Mln) 1 . ,. . . (4.46) + Cnl t-
(1".3962) (0.2854) 

R2 0.9915 

DW 2.5034 

SEE 0.0955 F = 258.9926 
( s, 6) 

cash and Bills Receivable (Life and non-life) 

CBl + CBn 
GDP 

-0.00 26 + Ô~2157(LfG~PTANl) - ~~000 5R- ~0006DM 
(1.8042) (8.3123) (3.3337) (2.1010) 

;:.;:. 
+ O 0009 (Pl + Pnl) + 0. 8018 (CBl + CBn) 

. Cl t Cnl GDP t-1 

( 4 • 160 2 ) ( 5 . 7 6 2 1 

(4.47) 

... 1 . .. 
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"R 2 o.9263 

DW 3.2071 

SEE 0 . 000 23 F = 28 .645 5 
(51 6) 

x 
In(CBl + CBn) = 0.1226 + 0.8657In(Lf + TANl) - 0.0288R- 0.0349DM 

(0.2684) (1.8243) (0. 3965) (0,3Q46) 

+ 0 0 2 4 3 I ( =-p l::._:+__::_P.::n:::_l. · . n Cl+ Cnl)- 0.0768In(CBl + CBn)t_ 1 
(4 .48 ) 

(0.0819) (0.1203) 

RZ o.9904 

DW 3.0709 

SEE 0.0812 F = 227.5958 
( 5 1 6) 

f 

Thè results of the analysis of determinants of investments of all 

insurance companies (life and non-life) are presented in .· · equations (4.41) 

through (4 .48). As in the case of investment functions for non-life insurance 

companies
1 

the linear specification of investment functions for all insurance 

companies (life and non-life) fits the data better thàn the log-linear one. 

The linear r egressions have desirable goodness of fit characteri~tics 1 with 

R2 ranging from 79.8 to 96,5 per cent. The F-ratios are also high, indicating 

joint-significance of regression coefficients. Again 1 availability of funds 1 

like in previous investment analysis for life or non-life, is a major factor 

posi tively influencïng variation in asset holdings by the insurari'ce industry. 

Thus the coefficients of the measures of funds availability, (Lf· + TANl)/GDP 

Pl + Pnl or In(Lf + TANl) or ( Cl 
1

) are, by and large, significantly different + en 
from zero and have the correct a priori signs, in most of the equations. 

Asse t holdings by all insurance companies are a lso influenced by previ o us 

l e ve ls of holdings of assetsl especially with respect to holdings o f stocks, 

shar e s and bonds as well as cash and bills rece ivable. 

. .. 1 .. , 
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An important result of the regressions has been the negative 

coefficient 0f the interest rate or yield variable, R. The negative sign 

suggests, as noted above for the various invesunent cbrnponents, that 

probably the prevailing law interest rates in the country, particularly 

in the sample period, have had a constraining effect on overall invest

rnents i.n assets by insurance compa n .ies. In the case of holdings of cash 

and bills receivable, in particular, the interes t rate is highly significant 

and has ·the wrong, negative sign. 

4.4 Overall Review 

The· log-linear specification of the insurance company investment 

madel rits 'the data for the life instlrance companies _. In the case of-- the 

non-life and the combined life and non-life insurance companies, however, 

the linear function represents a good fit. The explanatory power of the log

linear equa tians for the li fe companies ranged bet\veen 88,4 and 97.8 per 

cent. The corresponding figures for the linear equations of the non-life 

and the combined life and non-life insurance companies ranged from 73.4 

to 96.5 per cent, and 79.8 to 92.6 per cent, respectively. By and large, 

the F-ratios are also high, indicating joint-significance of regression 

coefficients. 

A major factor positively influencing investment in various 

assets by the insurance companies has been availability of investible 

funds. ·rhe coefficients of the measures of funds availability adopted for 

the study are, for most regressions, significantly different from zero and 

have the correct, positive a priori signs. Asset holdings by both the non

life and the cornbined life and non-life companies are also significantly 

influenced by previous levels of holdings of assets, especially with regard 

. .. / ... 
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to holdings of stocks, shares and bonds as well as cash and bills receivable. 

Of importance too is the interest rate variable. In most of the .regression sl 

the coefficient of the interest rate variable is negative, suggesting 

perhaps that the prevailing low interest rates in the country, especially 

during the sample period, have sorne disincentive effects on insurance 

company inves·tments. However 1 governrnent regula tory legislations for the 

insurance industry have not had a significantly constraining influence on 

inve stments by insurance companies 1 except in the isolated case of invest-

ments in cash and bills receivable by the combined life and non-life 

companies. Jn this latter case (equ~.t~ol;l...:~4.47) ., the .dummy -variable, 
... 

· employed in the regress-ions to captur,e_ the effects of government_; legislations 1 

is significant'· and has a negative sign. 
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CHAPTER V 

PROBLEMS AND FUTURE PROSPECTS OF' THE INDUSTRY 

It has been discussed in th~ introductory section of Chapter II 

liut tite two major functions of insurance are the und en-Jriting of insurable 

risks and the investment of surplus anJ reserve funds. Underwriting is a 

cotnplex business, involving inter alia, the computation of appropriate 

premium rates for various classes of insurance. The profitable investment 

operations including decisions to achieve an optimum portfolio mix within 

. some .. given . time profiles must require a considerab1"e -degree ef experti s e-. 

It is thus little wonder that the art of insurance particularly in a 

developing country like Nigeria is problematic. 

5.1 Problems 

Of particular importance is the manpower problem. The absence 

of adequate and well-qualified personnel, particularly in the field of 

actuarial science was one of the main reasons why indigenous insurance 

companies concentrated their business on general or non-life instead of 

on life business. Most companies have had to resort to hiring , at probably 

very high costs, actuarial scientists from ether parts of the world since 

indigenous experts are few. Consequently, life insurance business was 

initially concentrated in the hands of the foreign-owned insurance companies, 

until the Government indigenisation policy introduced the joint venture 

approach and defined an acceptable level of Nigerian participation in the 

insurance business. 

. .. / ... 
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There is also the problem of limited investment outlets . The 

scope of investment of insurance company funds is influenced _by legi sJ attort 

seeking to protect policyholders against incompetent or dishonest managerne nL_ 

Such legislations have, however had the effect of precluding insurance 

companies from investing in private cornpanies. Furt.hermore, investrnents ln 

pub lic contpanies are limited to compa nies vlhose nominal value of the fully 

. 1) 
paid-up shares issueà by such companies is not l ess than one million na~r a 

Thus insurance companies are disallowed by law from investing in securitie s 

of non-quoted companies. This limitation to the scope of insurance investmer.ts 

i'S- clearly--·unnece-ssary - in view o-f. the - fact thërt -the. number oL-quot_ed 
~ - -· - --~ -- -- - ;..._ 

campa nies 

in Nigeria is barely a 
2) -: =·- .-- --

hundred -. ·- -··-

As of now, relatively few shares are listed on the Nigerian Stock 

Exchange and the rnajority of these shares were offered ta the public only 

since 197 2. In that year, 22 securities were listed for trading, 35 in 1974 

and 168 at the end of August 1982. Since the demand for these securities 

far exceeds the supply, they are generally over~subscribed. In the absence 

of sufficient securities quoted on the Stock Exchange, the insurer is left 

with a substantial arnount of funds which need be invested profitably. 

Inflationary pressures and/or expectations pose problems or 

obstacles to growth of insurance, particularly life insurance,_business. 

Many who would have taken out life policies are discouraged from doing sa 

by speculation regarding the discounted value of the future returns on their 

life policies at maturity. As a result, taking out life policies is looked 

upon as a luxury which only the richer people in the society can afford. 

1) see Section 2 (a) and (b) of the Trustee Investrnent Act, 1962. 

2) see Okigbo, P.N.C. Nigerian Financial System, Longman, 1981, Ch. 10. 
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5.2 Evaluation and Future ' Prospects 

Despite the problems listed in section 5.1 above, the insura nc~ 

industry in Nigeria has a great futuce , This optimisrn derives from the fact 

that as the economy develops, the need for insurance protection increases. 

The problems which inhibit the growth of the existing forms of insurance 

are more or less teething in nature and may find solutions in the long run 

as insurance consciousness permeates the society. 

A closer examination of the classes or forms of insurance caver 

may corroborate this expectation. Life assurance may continue to develop 

.w.ith improved marketing/and advertising techniques and increased standards 

of living and literacy. This is · borne out by the results of regressions 

linking premiums on life assurance to per capita incarne, urban labour 

force and literacy variables in the sample period, 1969-1981. The coefficients 

of the explanatory variables are, by and large, significantly different from 

zero and positively signed. (See Chapter III). Consequently, more people 

may take advantage of life assurance as a means of providing for their 

dependants in the event of their premature death, and also as a means of 

saving for old age (the so-called endowment assurance) and unforeseen 

contingencies. 

In the area of general insurance, marine insurance has bright 

prospect s since the volume of marine insurance business undertaken by any 

country increases with the volume of that country's international trade. 

In this connection, again the regression results presented indicates that 

variat ion in premiums on marine insurance is positively and significantly 

associated with variation in net registered tonnage of ships which entered 

Nigerian ports and were cleared - a rneasure of the degree of openess of the 

Nigerian economy: 

... / ... 
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Moreover, the fear of major fire disasters will increasingly 

induce more and more people and companies/institutions to take out fire 

insurance policies. The absence of an efficient corr@unications system and 

good fire extinguishing services in Nigeria increases the potentiality of 

fire hazards. Public and employers'liability insurance will develop 

considerably as workers become more conscious of thei.r legal rights. The 

s ame growth potentials exist for motor insurance. 'l'he law enjoins every 

car owner to take out a motor insurance policy. 

Indëed, other than motor vehicle insurance, available insurance 

services in the country cannat be de~cribed as being widespread as yet. This 

is be cause · the - impo:r:t.ance of othe~ ~ ciasses of insùr.anë-e like- fir.e,. burg lary, 

householders and life assurance has not been fully appreciated by a large 

proporti on of the people due to insufficient awareness of the benefits that 

accrue from insurance. Therefore, with adequate publicity through all 

media of communication, insurance transaction should become, in the future, 

a regular feature of life of the generality of gainfully-employed members 

of the population. It is insightful to note that less than one per cent of 

the adult population, as of now, is covered under one form of life assurance 

or the other. The corresponding figure for the U.S.A and other developed 

1) 
countries is 95 per cent. Thus there is great potential for growth. 

The problem of executive capacity, particularly in areas 

needing the services of actuaries is not insurmountable. The. solution lies 

in training and re-training of staff on the job. Thus with many Nigerians 

qualifying as actuaries and experts in other departments of insurance, 

indigenous insurance companies should be able to increase the volume of 

their transactions on life and other insurance businesses. 

1) Irukwu, J.O "Insurance in Nigeria: Problems an .l Prospects", in Bullion, 
Central Bank of Nigeria, 20th Anniversary Edition, Lagos, July 1979,p.65. 
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5.3 Summary and Concluding Rernarks 

This the sis has discussed ·the evolution of the insurance 

industry in Nigeria, focussing large ly on the dimension of funds flows 

in the sector during the 1969-1981 period. Over the same time profile, 

some econometrie analyses of the cdusative factors or determinants of 

g rowth uf the insurance industry (sources ) and of the latter's investrnent 

behaviour (uses ) are attempted. 

Aggregate premiums of life insurance companies in Nigeria 

rose from N5.3 million or 82.8 per cent of toLal life insurance incarne 

i _n 1969, · to N91.4 million .. or ·_88.8 per -cent in ·19-81. The - n~xt most important 

source of funds for the life inslireFs· during the period was investment · 

incarne (interest, dividends and rent) . Incarne from this source rose from 

N0.9 million or 14.1 per cent of total life insurance incarne in 1969 to 

N11.1 million or 10.8 percent in 1981. Profit from the sale of assets, 

registration and other fees, and appreciation of investments accounted 

for an annual average of N0.2 million or sorne 3 per cent in the thirteen 

year period. The annual average of life insurance funds available for 

investment in the capital market was N97.4 million during the study period. 

The amount of additional savings which the insuring public entrusted to 

life insurers increased yearly, averaging Nl8.9 million in the period. 

As in the case of life insurance companies, premiums and 

investment incarne constituted· the main sources of funds for the general 

or non-life insurance companies. Premiums also accounted for the bulk of 

total incarne of general insurers, averaging 95.7 percent. Incarne from 

investment and other miscellaneous receipts averaged 4,3 percent . 

. . . / ... 



- 61 -

In both life and non-life insurance companies the major non-

investment uses of funds, otherwise referred to as "outgoings", were in 

respect of settlement of management expenses, net commission and clai111s . 

In the case of life insurance cowpanies management expenses absorbed an 

annual average of 37.5 percent of total outgoings infue 1969-1981 period. 

The corresponding figures for expen~U tures on net. commission and net claims 

were 24.1 and 19.0 percent, respectively. 

At N38.1 million in 1969, the total assets of the insurance 

industry rose to N907.6 million in 1981, reflecting a twenty-four fold 

·iflc·rease· -in ·the period. The investment P':'-ttern indicated that insurance 

which average 35.6 per cent of total insurance industry investments during 

the 1969-1981 period. This was followed by investments in miscellaneous 

items which averaged 21.7 per cent. Investments in government securities 

which ranked third with an average of 15.7 percent failed to satisfy 

the requirement that a minimum of 25 per cent of total assets be invested 

in government and semi-governmental securities. 

Thus the bulk of insurance companies'investments remained 

in very liquid and low-yielding assets especially when cash and bills 

receivable are added to government securities, a sizeable proportion 

of which consists of Treasury bills and Treasury certificates. A plausible 

explanation for this investment behaviour may be traceable to the long-

term inflationary eipe~tations ~r~vailinq in the countiy a~d the general 

business.atmosphere of a strong risk aversion. 

Analysis of the determinants of growth of the insurance 

industry together with that of the latter's holdings of investment assets 

... / ... 
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have been atternpted. With respect t0 the growth factors, the regressions 

indicate that the degree of literacy , the leve l of urban labour force, 

the measures of the degree of "openness " of the economy, the level of 

per capita income , intensity of e l ectr icit:y consumption and va lue of 

passenger cars are important factors that determined a positive change 

in prern.i.um .i.llcome of the ins ura nce i r,clustry du:c i ng the sample period, 

l '::l69 -1 98 l. For these r egress ions (see Chapc.e r III ) , R"2 ranged between 

50 and 98 per ce nt and the standard errors of regressions were low. 

F-ratios were high , indicating joint-significance of regression coefficents . 

On the other hand , the results of regressions presented to explain holdings 

.oLasse.ts indicate that availabili~y oL_inves_tj.ble fund~, sorne stoçk 

adjustment considerations especially with respect to holdings of stocks, 

shares and bonds as well as cash and bills receivable b y non-life insurance 

compan i es , and the rate of interest are the main factors that influenced 

changes in holdings of assets by the insurance i ndus try during the sample 

period. By and large, the regression analysis here (Chapter IV) is again 

relatively successful, accounting for sixty to ninety-nine per cent of the 

variation in assets on the various asset functions considered. 

From these regression results certain policy implications 

emerge . First, the insurance industry tends to grow pari-passu with economie 

development. This derives from the observed positive and significant 

relationships between variation in prernium income of the insurance industry 

and that of factors like the degree of literacy, the level of per capita 

incorne , degree of openness of the economy, intensity of energy use etc., 

which are themse lves s orne of the proxy indicators of economie developme nt. 

Thus econo mi e development has built-in features that promote the growth of 

the i ns uran ce industry. 

. .. / ... 
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Second, in view. of the fact that .. in most of · the regressions the 

coefficient of the interest rate variable was negative, suggesting perh"'p~> 

that the prevailing low rates of interest in the country have sorne 

disincentive effects on insurance company investment, there is need for 

goverrunent to move interest rates gradually upward toward their market 

levels. It need hardly be emphasized that pegging interest rates below 

their market equilibrium levels could spell doom for capital market 

development especially as interest rates and effective yields on securities 

must ideally be determined by supply and demand in a competitive market place. 

Third, gove~nment regulatory legislations have not had a 

·-signif icantly cons training oj_nt"luence:,:~n~ ~1-fgÙ)i'è·~ inve strnent"s - by- the-

insurance 'cornpanies they have, nonetheless irnposed sorne qualitative 

restraints in that the legislations lirnit the scope of insurance investments. 

There is therefore need for government to reconsider its policy on the 

direction of insurance company investrnent, such that insurance companies 

could invest in private, non-quoted cornpanies. In this way, the breadth and 

depth of the ca pi ta.l market would be fostereét. 

Finally, in the regression results for the life premium function, 

the coefficient of the personal incarne tax variable was significantly 

different from zero and negatively signed. The negative sign for the 

coefficient indicates the inverse relationship between premiums and tax 

payments, that is, the more premiums one pays the less the tax liability. 

A probable implication of this result is that insurance cornpanies could 

attract a wider circle of clientele for their life business than is the 

case of present, if adequate publicity is given to the benefits of tax 

deductibility of insurance prerniums being made available to life policy-

holders. 



- 64 -

It is important ta stress, at this point, that in view of 

the limitations ta the data spelled out in section 1.4 of the thesis, 

coupled with the fact that the models used in the thesis are single 

equation models, with their characteristic least squares limitations, 

the results frorn the study cannat be taken as more than tentative, It 

is belie ved, however, that these limitations are not such as ta nullify 

the tentative conclusions reached, having regard ta the high explanatory 

power of the regressions, the t-statistics and the F-ratios. 
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TABLE I 

DISTRIBUTION OF INSURANCE COHPANIES BY TYPE OF BUSINESS 
_, 

1 i 1969 1 1970 1 1971 1 1972 1 1973 1974 1 1975 1 1976 1 1977 1 1978 1 19 79 1 1980 1981 1 
1 1 1 1 1 1 1 1 1 1 1 1 1 
1 

Typé of bu si nes s 
1 NO 1 % 1 NO 1 % 1 NO 1 % 1 NO 1 % 1 NO 1 % 1 '"-' ' 1 1 NO 1 % 1 NO 1 % 1 NO 1 % 

l NO 1 % 1 NO 1 % NO l % 
1 

1 1 1 ° 1 1 ° 1 1 ° 1 1 ° 1 1 ° 1 NC 1 % 1 1 ° 1 1 ° 1 1 ° 1 1 ° 1 
1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 
1 Wholly !ife 1 6 !22. 21 7 !16. 3! 6 1 11. 3! 8 !12. 3! 9 !12. al 9 112.8 9 !13 .11 6 !1 o. 2! 6 11 o. 21 6 1 9.51 a !1 o. 91 8 !JO. 71 9 11 o. 11 
1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 
1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 
1 Wholly non-life 1 13 I4B.21 26 l5o.sl 38 171.71 43 166.21 44 l62.al 41 lsa.6 43 162.31 37 162.71 38 164.41 42 166.71 47 164.41 49 165.31 57 167.91 
1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 

1 1 1 1 1 1 1 1 1 1 1 1 1 1 .. , 1 1 1 1 1 1 1 1 1 1 1 1 
1 Life and non -life 1 8 129 .61 10 123.21 9 !17.01 14 121.51 17 124.41 20 128.6 17 124 ~6'1 16 127.11 15 12 5.41 15 123 .81 18 124.71 18 124.01 18121.41 
1 1 1 1 1 1 1 1 1 ' 1 

1 

1 1 1 ' ; /' 1 1 1 1 1 1 1 1 1 1 1 1 
1 1 1 1 1 1 1 1 1 1 1 1 ' ,1 1 1 1 1 1 1 1 1 1 1 1 1 
1 TOTAL 1 27 1100 1 43 1100 1 53 IJOo 1 55 IJOo 1 701100 1 70 1100 59 1100 1 519 11 00 1 59 I :OCi 1 C:3 ! l QG 1 13 11 (.:(! 1 75 1100 1 84 1100 1 0'1 

-.J 

1 1 1 1 1 1 1 1 1 1 1 1 1 1 '1 1 1 1 1 1 1 1 1 1 1 1 1 1 
1 1 1 1 1 1 1 1 1 1 1 1 1 '1 1 1 1 1 1 

1 1 1 1 ! 1 1 1 

1 1 1 1 1 1 1 1 1 1 1 1 1 i• l 1 1 1 1 1 1 1 1 1 1 

• f 

Source: F ede ra 1 1·: in i s t r y of F i nance , · Insu rance 0 i V:i s i o n , Lagos 



1 

! 
1 

1 

1 

1 ' 

T AB Li: 2 

DISTRIBUTION OF INSURANCE COKPANIE S BY lYPE OF BUSI~ESS AND OW~ERSHJP 

1969 

i l<um-1 •. 1 Num-1 1 Num-1 1 Nu m-1 % 1 Num-1 % 1 Num-1 % 1 Num-1 •. li~um-1 .,. 1 
l ~uf~r~l_/._,-rlb~tr~l _%-+l~be~r~l-~_-~~+-~~~--rlu~t~r +l--~l~b~er_· ri -"-+lb~e~r~l--~l~b~er-rl _''-+i~~e_~ ~~-~--~-+--~~,--r~+--1 
1 1 1 1 1 1 1 1 

lA) LJFE ! 1 1 1 1 1 1 1 1 1 1 1 1 .. - 1 1 1 1 1 1 1 1 1 1 1 1 1 1 
1 (a) Nigerian 1 1 116 .71 114.31 1 115.71 1 l12.sl 1 111.11 2 122.21 2 122.21 2 133.31 2 j33 .3l 2 133.31 2 133 .31 4 133.31 2 133 .3 1 
1 (b) Joint 1 1 l16 . 71 1 114 . 31 1 11 5 . 71 2 1 2 s . o 1 3 1 3 3 . 31 4 14 4 . si 4 14 4 . si 3 1 s o . o 1 4 1 55 . 71 4 15 5. 71 4 1 55 . 71 4 1 56. 71 4 15 5 . 7 1 
1 (c) Foreign 1 4 156.51 s 171.41 4 155.61 s l62.sl s lss.5l 3 133.31 3 133.31 1 115.71 - 1 - 1 - 1 - 1 - 1 - 1- 1 - 1- 1 - 1 

1 Total A 1 6 1100.01 7 1100.01 6 1100.01 8 1100.01 9 1100 1 9 11001 9 11001 6 1100 1 6 11001 6 11001 6 11001 5 1100 1 6 1100 1 
1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 

: (8) NON-LIFE 
l (a) Nigerian 
1 

(b) Joint 
(c) Foreign 
Total B 113 IIOo 1 26j1oo j38 1100 j43 IIoo 144 l1oo 141 1100143 1\oo j37 l1oo 138 1100 14? 1100142 1100143 l1oo 143 jJ oo 1 1 

1 0'1 

je) LIFE C NON-LIFE 1 1 1 1 1 1 1 1 1 1 j 1 1 1 00 

1 (mi xed ) 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 
1 (a) Nigeria n 1 1 112.s1 5 jso.o 4 144.41 7 lso.o 9 IS2.9I14 j7D.OI12 70.6 113 181.211 2 j80 .0I12 BO .OIJ3 IBJ.2IJ3 l81. 2j13 j81. 2l 
1 (b) Joint 1 1 112.s1 1 110 .0 1 111.21 7 lso.o 7 j41.2l 6 j3D.ül 5 29 .41 .3 118.81 3 I20 .ül 3 20 .01 3 IJB.S I 3 11 8.81 3 I! B.BI 
1 (c) Fore ign 1 6 l7s .ol 4 140 .0 4 144.41- 1- 1 1 5.91 - 1- 1- - 1- 1- 1 - 1 - 1- 1- 1- 1 - 1 - 1- 1 - 1 - 1 

~ --~To=, ·=·=c========:~~--8-_rll_o_o +J-1a~J-1o_o-r-g-+Jl_o_o +J-~4~~-~o_o-rl-7-+jl_o_o+J-zo~-~o_o-rJl_7-+1-0_o+J~~6~~-~o_o-rjJ_s-+Jl_o_o~~-l~~~rl-OO-rJJ_6-+II-10_o~J1 _16~~~1 -00-rJJ_6-+Jl_o_o J 

ID ) ALL COI'.PA NIES 1 1 1 Il . 1 1 1 1 1 1 ' Il 1 1 1 1 1 1 1 1 1 1 
l (a) Nigerian 1 5 )1s.sj22 151.2 33 J52.3J41 J63. 1 44 J62.8j47 57.1:46 6S.7 I40 j67.BJ39 16 6.1:44 J69.8j45 170.3:46 J7o. a ~~ 6 J7o .aJ 
l (b) Joint ! .s l18 .5l ~ 111.6 5 l 9.4,13 120.014 12o.o 116 22.9!16 22.9 !15 !25.4!20 l33 ,gl1 9 !30 .2!19 l29.7ll9 !29 .2!19 !29.2! 
l (c) Foreign :17 !53.0!15 !37.2,15 !28.3!11 !16.9!12 !17. 2! 7 10.0! 7 !11.41 4 1 6.81- 1 - 1 - 1 - 1 - 1 - 1 - 1 - 1 - 1 - 1 
1 Grand Total j27 1100 j43 j100 j53 1100 j65 jiOO j70 j100 j70 100 j6g j100 159 jlOO j59 1100 j53 1100 j64 jJOO 165 1100 j55 1100 1 
~ ----------~~--~'~'~'--~'·~1 ~1--~1 ~~~'--~' ~~'--~' ~'~~--~' ~~ ~'--~' ~~ ~'--~' ~~~~--~~ _l 

Source: Federal Minis try of Finance, Jn s ur ance Division, Lagos 



Year 

1g6g 

1970 

1971 

1972 

1973 

1974 

197~ 

1 9 7(; 

1977 " 

1978 

1979 1) 

198U 
1) 

198 11) 

Wholly Nigerian 

A mount 
1 

% share 

764 1 20.3 

. "'" 2.480 1 45.2 

1 3.558 
1 

53.3 

6. 264 1 6i.7 

1 6 . 4 51 61.4 
1 

1 . 4 2 3 1 53. J 

1 8. 129 
1 

62.6 

1 1. 124 1 67.4 

16.774 1 6?. 9 
1 

20. 14 5 1 6~.4 

23.840 1 66.6 
1 

25 . 665 1 66.8 

26.189 1 66.0 
1 

1 

1) Provisional 

TABLE 3 

PAIO-UP CAPITAL OF INSU RANC E COMPANIES BY VALUE 

(N'ùOO) 

Joint 

Amount o, 
lo share Amount 

700 18.6 2.2g4 

700 12.8 2.308 
' 

750 11.3 2.358 

2.886 28 . 4 1~005 
1 

3.068 29 . 2 987 

3.794 3 2. 3 ' 54 5 
1 ' 

3 . 855 29.7 1.000 

4 . 786 29 . 0 1
: 50.0 

9.907 3 7. 1 . ' -
1' 

11.157 35 .6 

1 1. 968 33.4 

12. 750 33.2 

13.486 34 .0 

So urce: Federal Ministry of Finance, Insurance Division, Lagos 

Foreign Total 

% share A mount 
1 

% share 

61.1 3.758 1 100.0 
1 

42.0 5. 488 1 100.0 

35.4 6.666 1 100.0 

9. 9 l 0 . j 55 1 O'J . 0 

9 . ~ JCJ . 5U6 iOU . O 
O"l 
>.!) 

4.6 Il . 762 iG O.O 

7. Î j 2. 984 100 .0 

3.6 '5 . 510 :or . o 

2ê .68i lCO. O 

3!. 302 lûO.O 

35 . 808 100.0 

38 .41 5 100.0 

39675 100.0 



TABL E 4 

SOURC ES OF I N COME OF LIFE JN ~URA NCE CO I1•PAN JE S IN NJGERlA 

( N 1 mi ilion) 

Sources 1969 1970 1971 1972 1973 1974 1 1975 1976 1977 1978 19 79 1) 1 19801) 1 1981 1 ) 1 

1 1 1 1 

1 1 1 1 

ft. ll Companies 1 1 1 1 

( a ) Prerr.ium~ 5. 3 5.5 10.9 11. 7 13 . 1 19. 7 1' 24 . 9 34. 1 4 2. 1 55.3 57 . 5 1 77.9 1 91.4 1 
( b) Jr,terest, Dividend [ rent 0.9 1.2 1.4 1.4 1.9 3. 4 1 4. 2 4 . 8 5. 7 8.4 8 .5 1 9.5 1 11.1 1 

( c ) Profit on Sale of /l.ssets * * * 0.2 0 . 3 * 1 0.3 * ... ... 0.1 1 o. 1 1 * 1 

( d) Other receipts 0. 2 0.2 0.2 0.8 0 . 2 0.5 1 0. 3 0 . 9 0.9 0.9 0.5 1 0. 9 1 0.4 1 

Total (Tl y) 5.9 12.5 15.5 23.5 1 29.7 39.8 4 9. 7 54.5 76 . 8 1 88.4 1 1 02 . 9 1 

1 
Whol ly Nigerian 1 1 

(a) Premiums 0.1 0.5 , 0.7 3 . 3 0 . 9 5.5 1 6.4 13.9 18.2 23 . 2 28 . 6 32 .4 3 7. 9 1 
( b ) Inte re st, Dividend [. rent 0.07 0.09 * 0. 08 0.8 1 . 9·9 1.4 1.7 2. 1 2. 6 2.8 3.2 1 
( c ) Profit on Sale of Assets * 0.1 ./ * " * * 0.1 * 1 

( d ) Ot her receipts * * 0.7 * * 1 0; 1 . 0.4 0 ' . " 0. 1 o. 1 0.4 0. 3 1 
1 

Tot al b .1 0 .7 0 . 8 0.4 ! .0 6.4 1 • 7. 4 15 . 7 20.2 { 5 . 1 31.3 35 . 7 4i.4 1 
-.J 
0 

Jo i nt /. 1 

~ Pnmiums 0.5 0 . 5 0.8 5. 1 b. 7 8. 2 1 10.4 1 7. 2 23.8 32 . 1 38 . 9 45.5 53.5 1 
( b) 1 r. t er est , Dividend ~ r·e nt 0.1 0 . 1 ' o. 2 0 . 8 1.1 1.9 1 ~ .3 3. 1 5.0 6. 3 5.0 6.7 7. 9 1 ' ( c ) F-rofi t oro Sale of Assets * * * 0. 2 0 . 4 1 0. 3 * ... " 0.1 * * 1 
( d) 0 the: · reteipt:. 0 .1 0 . 1 0.2 0 . 05 0 . 2 * 1 Q. 1 û. S o . ~ 0 . 5 0 . 5 0 .1 1 
ï cl ~: 0.7 0.7 1 

'· 20.?. 1 1 . 2 5.0 8. 2 1 o. 5 13. 1 45 . 5 45.5 51.5 1 

1 1 
Foreigr. : 1 

1 
( a ) Premiums 4.7 4. 4 9.5 3.2 5.4 5.0 ' 1 6. 1 3 .0 

1 
( b ) lnterest, Di vi dend & rent 0.8 1.0 1.1 0.5 0.8 0·7 1 ' !.0 0 . 4 1 
( c) Profit on Sa l e of Assets * * * * 1 * 1 
( d) Othe r· receipt s * * * .. 1 * 1 
1 ota l 5.5 5.4 10.5 3. 7 f, . 2 5.7 .1 9.1 3. 4 1 

* Less th an 0 . 05 , mi llio n 
1) Prov isional 

. ' 
Source: Federal Ministry of Finan ce , ln s urance Divisi on , L' a·g os 

1 
1 

:L 
. ' 

·: 



TkBLE :, 
EXPENDITURE OF LIFE I~SUR.~CE CO~PANIES IN NIGERIA 

(fi' mil ii or,) 

! b. pe nd i turf l : En. s 1 9 6 9 . 1 9 7 0 J 9 71 1 9 72 1 9 7 3 1 9 7 ~ i 9'i5 l 9 7 6 ! 9 77 1 9 7 8 11 i 9 7 9
1 

) 11 1 9 8 0
1 

) / 1 9 81 
1 

) 1 
~ -------------------+----+----+----+----+----~--~----~--~----~----r---~----~1 ____ 1 
~ Ali Compani es 1 1 1 

l (c) Net clain,s pai d 0. 6 0 . 7 0.9 1.6 1.1 1.9 ·1.1 2.~ 2 . 8 ~ . 3 1 5 . 4 5.6 l 8.2 l 

l (b) 6onuses 0.2 0 . 2 0.2 * 0 . 2 0 . 5 0 '. 6 2.1 1.1 1.0 l 1.0 2 .1 l 1.2 l 
i (c) Net Commiss io n l 0.5 0 . 2 1.7 1.1 1. 5 2 . 8 2.2 ~ . 8 5.6 7.2 l 8 .1 9 .4 l 11.1 l 
l ( d ) Sur r end e r s & out s 1. ô nd i n g cL: i m si 2 . 6 3. 8 l 4 . 7 4 . 5 l 6 . 7 l 
l (e ) Managtment expe nses l 0.6 1.2 1.5 2.0 2.3 2.7 4.6 8.3 7.8 11.2 j 13 .7 1~.8 l 16.7 l 
l (f) Other expendit ure 1 0.3 0.4 0.6 0 . 3 0.5 2 . 0 2 . 7 0 . 9 1.0 1.2 l 1.2 0.7 l 1.5 l 
1 

Total 
1

1

1 
. 2.2 2 .9 ~.9 5.0 5.7 9.9 11.8 18.5 20 . 9 28 .7 1 3~ . 1 37 . 1 1 45.4 1 

Total l 0.06 0 . 2 0.4 1.4 o.:, 2 . 3 3.1 5.7 ( . . 3 8.0 E. 7 , 9.5 l 12.4 

r ore~gn 

(a) Net cl aims paid 
(b) Bcnuse ~ 

{c) Net Comm ission l 
{ d) Surr enders & outstandi n9 cl ai ms! 
{e) Management ex penses l 
(f) Other expenditure l 
T otël l 

0.~ 

0.2 
0. 2 

0.3 

0.1 

1.2 

0 .4 

0.1 

0 .1 

0.5 

0 .1 

1.2 

0.6 

0.2 
o. 7 

0.7 

0.2 

2.4 

* less than 0.05 million 
i) Provisional 

0 . 5 

* 
0.5 

1.1 

* 
2.1 

0 . 5 

0.07 

0 . 9 

1.1 

0.2 

2.8 

! 1 
1 0. 2 1 

0. 2 1 0 . 2 1 

0. 2 1 0 . 4 1 

0.6 

1 1 
2.2 1 0~5 1 

1.
1 

1 1 
4. 0 4.~ 1 1.3 - 1 

Source : Feder1;l Ministry of Financt, !~s ur2nce Division, Lag~s 

5.0 

0.7 

7 . 6 
6.2 

1?. . 6 
0 . 9 



Type 
of 

Owne r>hip 

Wholly 
Nigerian 

Joint 

Foreigr, 

Total 

TABLE 6 
JNCOME & EXPENDITURE OF LIFE INSURANCE COMPANIES IN NIGERIA 

SUMMARY BY TYPE OF OWNERSHI P 
(N'million) 

1 Income 
lAver! 

1 1-agel 

\ 1969 70 71 72 73 74 75 76 77 78 79 1) 80 1) 8 
1 l !1 969 1

1969 1 
119811 

70 71 72 73 

1 1 1 
1 1 1 
1 1 1 
1 0.1 0'.6 0~8 4 .1 LO . 6.4 7.5 15.7 20.4 25.4 31.3 35.7 41.4jl4.6I0.06 0.3 0.4 1.4 0.5 

1 1 1 
1 1 1 
1 07 0.8 1.2 5. 0 8.2 10.4 ' 13.2 20 . 8 29.3 39.2 45.5 52.7 51.5122.310.8 1 .1 2.1 1. 5 2.4 

1 1 1 
1 1 1 
1 5.5 5.4 10.6 3 . 8 6.2 6.7 9.1 3.4 .- 1 3.911.2 1.2 2.3 2.1 2.8 

1 1 1 
1 1 1 

6.4 6. 8 12 . 6 13.9 15.4 23 .5 29.8 39 . 9 49.7 64.5 76.8 88.4 102.9140.812.1 2.6 4.8 5.0 5 .8 

1 1 

1) Pro visional 

Source: Federal Ministry of Finan ce , Insurance Division, Lagos 

Out§oi ngs IAver-1 
1 age 1 

74 75 76 77 78 79 1) 80 1) 8 1 lll 969 1 1 
11981 1 
1 1 
1 1 
1 1 

2.5 3.0 5.6 5.3 ï . 9 8. 7 9.5 12.41 4. 5 1 
1 1 
1 1 

~ :J. 5 l} . 7 J!~ . o 2' .... . . ? 2:~ .4 :0 . 6 33 .0111.5 1 
1 1 

-J 
N 

1 1 
~ . 0 :j . :::· j . ~· 1 1 . 4 1 

1 1 
1 1 

1 
9 c. J j . ï :8 . ) !0 .9 2& .7 34 . 1 3 7.] 45.4117.4 1 

1 1 



TABLE 7 
ANALYSI S OF INSU RANCE COMPANIES' LIF E FU NOS 

~- ... (N'm i llion) 
< ., ,..., 

1 LI FE F UIŒ~i 19 69 1970 1971 1972 1973 1974 1975 1976 19ï7 19 78 1 1979 1) 1980 1) 1981 1) 1 

1 1 1 

1 1 1 

1 Al l Companies 1 1 1 

1 Amou nt at be ginning of year 14.9 20.3 22.1 26 . 1 35.3 4 7. 2 1 58 . 3 71 . 3 96 . 1 123 . 0 1 148.0 168 . 1 188 . 5 1 

1 Amo u nt at en d 18. 8 21.9 26.8 33 . 6 44.7 57.8 1 72. 0 90 . 9 j 20 . 1 152 . 0 1 ,182 . 0 210 . 0 235 . 0 1 

1 Exp ansion dur i n9 the year 3. 9 1. 6 4. 7 7. 5 9 . 4 10.6 1 13.7 19 . 6 24 . 0 29.0 1 34.0 41.9 46 . 5 1 

1 1 1 1 

1 Wh oll y Ni9<: ria n 1 1 1 

1 Amo un t at be9inn in9 of year 0.0 6 1.1 1.4 0 . 5 0 . 8 15 . 9 1 19. 3 27 . 2 36 . 5 51.1 1 61.4 72. 5 83 . 4 1 

1 Amoun t at end 0.1 1.4 1.7 1. 3 1.8 19 . 4 1 23.5 37. 2 4 6. 0 63 .9 1 77 . 3 90.3 104 . 6 1 

1 Expansion duri n9 t he yea r 0.04 0 . 3 0.3 0.8 1. 0 3. 5 1 4. 2 10 .0 9. 5 12.8 1 J 5 . 9 1 7. 8 21. 2 1 

1 1 1 1 

1 Jo in t 1 1 1 
1 Amount be 9in nin9 of 2. 2 2 . 6 2.9 12 . 0 16 . J ?4. 4 1 30.1 39 . 0 :;9.5 71.9 1 I!L . o 95 . 6 1 

1 
1 at y<:ar 105 .1 

. 1 Arr.ount end 2. 6 2. 9 3.4 15. 9 20 . 3 29 . 6 1 35. 3 46 . 6 7t,. 0 as . 1 ' 1 (, !,. 7 l j 9. 7 1 
--.) 

at ! 130 . 4 w 

1 Exp ansion durin9 the y e cr 0.4 0.3 0. 5 3. 9 4 . 2 5 . 2 ' 1 6 .2 7. 6 ] '. 5 j 6. 2 1 j 8 . l 24 . 1 25. 3 1 
1 1 

1 1 1 1 

1 Fore i gr. 1 1 1 

1 Amo unt at be 9i nning of y e ar 12 .6 16 . 6 17 . 8 13. 6 18 . 5 6 . 9 1 8 . 9 5 . 0 1 1 

i Amou •. · at end 16. 1 1 7. 6 21.7 16.4 22 . 7 8.8 1 12 . 3 7. 0 1 

1 Exp2nsio n duri ng tht y e ar 3. 5 1 .0 3.9 2. 8 ' ~ ~ • L 1.9 1 3 . 4 2 . 0 1 

1 1 1 

1 1 1 

1 1 1 

1 1 1 

1 1 

1) Prov i s ional 

So urce : Fed eral Mi nistr y of Finance, I ns ura nc e Div i sion , Lagos 



TABLE 8 
SOURCES OF INCOHE OF NON-L IFE INSURANCE COMPAN IES IN NIGERIA 

(N'million) 

1 SOURC[ S 1959 1970 1971 1972 1973 1974 1975 1976 1977 1978 !979
1

) 1980
1

) 1981
1

) 

'----------------------~--~-----r----~----r---~-----+-----r----+-----~--~----~----~----
1 i 
/All Com panies / 
/Premiums ! 8.0 

/ 1. Fir E / 1.2 

/ 2 . Accid ent 1 O. 5 
1 3 . Motor vehicle / 4.3 

1 4. Emplo yers'l iabil ity 1 0.7 

1 5. Marine 1 O. 7 

1 6. Miscellaneous 1 0.5 

/üther Incom e 1 

1 7. Interest,dividend and rent 1 

1 8. Other receipts / 

0.2 

0.2 

* 

10 . 6 

1.6 
0.9 

5.7 

o. 7 
0 .9 

0. 7 

0.4 

0.2 

0.2 

15.7 

2.2 

1.0 

8.9 

1.0 

1.3 
}. 2 

1.1 

0.3 
0.8 

24.7 

3.1 

1.5 

15.7 

1.6 

1.8 

1.5 

0.9 
0.4 

0.5 

28 . 4 

3.2 

1.8 

17.4 

1.7 

2.1 

2.0 

0.9 
0.4 

0.5 

36.5 

4. 4 

2.2 

21 . 5 ' 
1.1 

3.2 

3.3 
2.6 

1.2 
1.4 

67.8 
. 7 .. 3 
3.2 

43.6 

3.4 

5.0 

5.3 

2.8 

0.1 

~. 7 

102.9 

8.2 

5.5 
68.8 

5.0 

6.2 

9.2 
2.1 

1.0 
1.1 

154.5 

12. 3 
g. 7 

91.8 

7.0 

21.2 

12. 4 

9.8 

6. 7 
3.1 

159.6 

14.0 

12.1 

94.7 

8.3 

23.7 

6.8 
7.3 

3.2 

4.1 

155.8 

13. 7 
10 . 8 

96.4 

7. 9 
22.8 

4. 2 

4. 8 

2.4 

2.4 

1 74.0 

16.8 

11.9 

101.8 

8.4 

24 .6 

10.5 

7.0 

2.1 
4. 9 

210.7 

24.1 

16.5 

115.7 

11.9 

32.0 

10.5 

14.9 

8.9 

5.0 

'--------------------r'----r----+----+----+----+---~--~+----+----+----+----~--~-----
1 

1 Total 1 8.2 11.0 16.8 25.5 29.3 39 . 1 j , .N '.6 105.0 :56 . Ci j 60 . ô j 81.0 225.6 
1 l' 1 1 
, ----------------------r---~----~----~----r---~----~----~----r---~-----r----~----r----

/Wholly Nigerian 1 1 1 

iPrem ium s 1 3.1 4 .7 8.9 9 . 6 11.3 17.3 J/ 32.6 53.8 102.5 96 .5 / 
/ 1 . Fir e / 0.5 0 .6 0.9 0.8 0.9 2.0 . ~.8 4.0 7 . 8 é . 4 1 

1 2 . AL : iden t 1 0.2 0.4 0.6 0.5 0 .9 1.3 1 1'.7 3 . 5 7 . 6 9 . 7 1 

1 3. l'lotor veh icle 1 1.7 2.8 5.5 7 . 2 8.~ 11.1 1: 23.7 38.1 60 . 5 58 . ! / 
! 4. Emplo ye rs'liabi lity 1 0.3 0 . 3 0.5 0.4 0.2 0.5 1: 1.1 1.3 2 .9 2.3 / 

j 5 . Marine 1 0.2 0 . 4 0.6 0. 3 0.4 0 . 8 1 1.3 2.0 15.4 14 . 9 1 

1 6. Miscellaneou s 1 0.2 0 .4 0.8 0.4 0.4 1.5 1 1.9 4.9 8 . 7 3 .1 1 

/Othe r Incom e 1 * 0.2 0.8 0.4 _1._3 
0
1..0

5
' 1· 1.2 _1._0 6.6 3.3 1 

1 7. Interest, divide nd and rent 1 - O.l 0.1 0.1 * ·q.1 * 5.1 0.1 1 ,, 
1 8. Other receipts 1 * 0.1 0.7 0.3 1.3 0.5 / 1.-1 1.0 1. 5 3 . 2 1 

Ç4 . 0 
7 . 9 

8 . 2 

58 . 0 
i.9 

15.0 

3.0 

1.1 -
* 

1. 1 

104 . 5 

9.6 

9.0 
61 . 3 

2. 1 

15.6 

6.9 

3.0 -
* 

3.0 

112.0 

11.2 
11. g 
52.9 

3.5 

18.3 

4. 2 
5.6 

2.5 

3.1 

1 __________________ -rl --~----~---+----~--~--~~----+----r--~----~'----+---~----
1 1 1' 1 
1 Tota l 1 3.1 4 .9 9.7 10.0 12.6 18.3 / ·33,8 54.8 109 .1 99.8 ! 95. 1 ) 07.5 1 j 7. 6 

' ----------------------~'----~----~----~----~~--~--~~~~~----~----~----~' -----



lABLE 8 (Contd.) 

SOU~CE S 1959 1970 1971 1972 i973 1 1 974 1 1975 1 1 S76 1 ~ ï ï 1978 j 9 ï9 1 ) 19801) 1981 1 ) 1 

1 ·1 1 1 
1 1 1 1 

/Joint 1 1 ! 1 
1. 1 1 

jPremium> 1.0 1 1.4 1.7 8 . 9 9 . 7 1 16.! ., 29.9 1 ~:i . 3 52. 0 63 .1 51.8 69 .5 1 98.7 1 
1 Fi r e 1 

- - -
1 

-
1 4':1 1 

- - -
1 1 10 0. 3 0.3 0.4 1.4 1.3 2 0 j 4 0 1 4 0 7 5.6 5.8 7 0 2 12. 9 

1 2 0 Accid ent * 1 0 . 3 0 . 1 0 .7 0 .5 1 0 . 7 1 0.9 1 1 0 8 2 .2 2.4 2.6 2.9 1 4. 6 1 

1 3. Mot or Vehi cle 0.6 1 0 . 6 0.8 4.6 4. 9 1 8 . 8 1 1 7 0 2 1 27.2 31 0 4 36 .6 38 . 4 40 .5 1 52 .8 1 

1 4 . Empl oyers 'l iabll i ty 0.1 1 0.1 0.1 0.5 o. 7 1 1 . 0 1 1. 7 1 2 0 6 4 . 2 6.0 6 . 0 6 . 3 1 8.4 1 
1 5. ~~ arine * 1 * 0.1 0 . 8 1.0 1 1.7 1 2 . 6 1 3.3 5. 8 8. 8 7. 8 9.0 1 13. 7 1 
1 6 0 Mi sc el 1 aneous :If' 1 0 . 1 0 0 1 0 . 9 1.1 1 1 0 7 1 3.3 1 4 0 3 j 0 7 3.7 1.2 3 . 6 1 6. 3 1 
/Other I ne on,~ * 1 * * 0 .1 0. 3 1 1. 5 1 1.4 1 1.1 3 0 1 4.0 3 0 7 4 . 0 1 9.3 1 

1 
-

1 
- - - -

1 
-

1 "'*/ 1 1 7 0 Interes t , divid end G r ent * * * * * 0.6 1 0 0 1.6 2.1 2.4 2 . 1 6 . 4 
1 8 0 Other receipt s 1 0.1 0.3 1 0 . 9 1 1.4 1 0 0 1 1 0 s i.9 1.3 1.9 1 2. 9 1 

1 1 . 1 1 1 1 1 

1 1 1 1 

Tot al 1.0 1 1.4 1.7 9.0 10 . 0 1 1 7. 6 1 31. 3 1 44 . ~ s:~ . 1 si . 1 &: . . 5 73.5 1108.0 1 1 

1 1 1 1 1 / -.J 

1 1 1 1 1 IV1 
/Fo r eig n 1 1 1 1 1 1 

1 

/P:em ium s 3.8 1 4. 5 5. 2 6 0 1 1 0 4 1 3 0 1 1 . 5. 4 1 50 7 1 i 1 

! 
-

1 
- - 1 

1 
-

1 1 1 1. ri re 0. 5 0 . 7 0 . 8 0 . 8 1.0 1 0 . 3 0. 3 0 0 1 
1 L. Accider.t 0. 3 1 G. Z 0 . 3 0 . 3 0 .4 1 G. 3 1 0 . 5 1 0 . 2 1 

3. Mo:or Vehi c le 2.0 1 ? ") 2.6 3 0 3 4 0 1 1 1 0 6 . 1 2. 8 1 3 . 4 i 1 " 0 ~ 

" 0 E ;n 1- ~ oye r s 1 l : ab i i i t y 0 . 3 1 0 . 3 0. 4 0 . 7 o. 7 1 0.4 1 0.6 1 
~ . 1 1 1 1 ' 

~ -
h' . .. arlnf 0.4 1 0 . 7 0 .6 0 .7 0 .6 1 0 '· 1 1.1 1 

0 (; 
1 1 

E. Jl,is cei l2neo us 0.2 1 0.3 0.4 0. 3 0 . 6 1 
.. 

1· * 1 * 1 1 
/Othe r I ncon•e 0.1 1 0.2 0.2 0 0 4. 0 .3 1 0 .1 1 0.2 1 * 1 1 

1 
- -

1 
-

1 
-

1 
-

1 1 7 0 Interes t , divid end C r ent 0.1 0 . 1 0.2 0.3 0. 3 * * * 
8. OÙ er recei pt s * 1 * * * 1 0 01 1 0. 2 1 1 

1 1 1 1 1 

ï o tal 3.9 1. 4 . 7 5.4 6. 5 7 0 7 3. 2 1 5'.6 50 7 

1 1 

1) Provi s iorral 

Source: Federal Minis try of Finance, In surance Division, Lagos 



TABLE 9 
BREAKOOWN OF EXPENDITURES OF NON-LY"E INSURANCE COMPANIES IN NIGERIA 

(li m!lJion) 

i Types of Expe ndit ure 1 1969 1970 1971 1 1972 1 1973 1 1974 19l5 1976 !97 7 19 78 1979
1

) 1980
1

) 1981
1

) 1 

1 1 1 1 1 1 
1 All Companies Claim s 1 3.0 3 . 8 4.7 1 7.5 1 11.4 1 13.3 18·.8 27.6 46 . 0 55.5 62.0 63.9 87.9 1 
1 1 1 1-1 1 
1 1. Fire 1 0.4 0.5 0.7 1 0.9 1 1.5 1 1.0 1.2 2.3 4. 3 4.5 5.3 6.0 10.5 1 
1 2. Accident 1 0.2 0 . 4 0.2 1 0.4 1 0.5 1 0.4 0.7 0.8 1.7 2.1 2.7 3.2 5.2 1 
1 3. Motor Vehicle 1 1.9 2 .2 2.8 1 4.5 1 7.8 1 9.4 12.5 20.3 32.6 37.7 41.6 43.6 50.8 1 
1 4 . Employers' liability 1 0.2 0 .2 0.4 1 0.4 1 0.6 1 0.7 0.9 1.1 1.3 1.4 2.4 2.0 2.6 1 
1 5. Marine 1 0.2 0 . 3 0.3 1 0.9 1 1.0 1 1.2 1.7 1.7 3.8 6.4 6.1 6.3 8.4 1 
1 6 . Miscellaneous 1 0.1 0.2 0.2 1 0.3 1 0.6 1 0.6 1.8 1.4 2.3 3.3 3 .9 2.8 10.4 1 
1 Other expenditure 1 3.8 5.3 8.1 1 12.4 1 14.5 1 17.4 23.9 35.0 ~ 57.1 63.0 65.1 78.5 1 
1 7. Management expenses 1 2.8 3.9 5.6 1 T9 1 Tl 1 12:3 16.1 22.1 25.1 42.9 44.4 44.8 49.7 1 
1 8. Net commission 1· 0.8 0.9 2.3 1 3.8 1 4.6 1 3.8 6.4 11.4 12.9 10.5 15.7 16.2 21.1 1 
1 9. Other expenses 1 0.2 0.5 0.2 1 0.7 1 0.8 1 1.3 1.5 1.5 2.5 3.7 2.9 4.1 7.7 1 
l __________________ rl ---4----r---41 ____ rl--~l----+---~---+----~--+----r---+----l 
1 1 
1 Total 6.8 9.1 12.8 19.9 25.9 30.7 42.7 62.6 87 . 5 112.6 1?5 .0 129.0 166.4 1 

1 
1 1 

1 1 ~ 
1 Wholly Nigerian Clai ms 1.0 1.5 2.3 2.2 3.7 5 .1 8.7 12.7 27 . ? 30 .4 :i 5.0 37.3 49.7 1 

1 1 
1 1. Fire 0.1 0 . 2 0.4 0.2 0.3 0.3 0.4 0.9 2 . 9 2.1 2.9 3.3 5.6 1 

1 2 . Accidént 0.05 0.1 0.1 0.1 0 . 2 0.1 d.3 0.3 1 . 1 1.3 1.5 1.8 2.9 1 

1 3. ~iotor vehicle 0.7 0 . 9 1.4 1.6 2.9 4.2 6.2 10.3 L:O . O 21 . 6 24 . 7 26.8 30.7 1 

1 4 . E:r.· loyers'li.abi-lity 0.09 0.1 0.2 0.9 0.09 0.2 ' 0.2 0.2 0 . 5 0.2 0.6 0.5 0.7 1 

1 5. Harine 0.05 0.08 0.08 0.07 0.1 O.? 0.6 0.4 ~.3 3 .2 2 . 9 2 . 9 3.6 1 

1 6. ~·isct llaneous 0 .06 0.09 0.1 0.09 0.09 0 .1 1.0 0.4 1.4 1. 8 2 . 4 1.9 6.2 1 

1 Other expenditure 1.5 2 .8 5.3 5.3 6.9 9 . 6 13.7 22.3 29 . 0 40.6 .li.:.?_ 42.4 49.9 1 

1 7. Management expenses 1.2 2.0 3.6 3.2 4.0 6 .6 8.9 13.0 16.3 25.6 26.2 26.4 29.2 1 

1 8 . Net Commission 0.3 0 . 4 1.5 1.5 2.1 2.5 4.1 9.2 10.5 12.5 13.8 16.9 1 

1 9. Other expenses * 0.4 0.2 0.6 0.8 0.5 0.7 0.07 2.2 2.5 3.8 1 

1 1 
1 Total 2.5 1 4.4 7.6 7.5 10.6 14.7 22.4 35.0 56.2 71.0 76 .5 79.7 99.6 1 

1 1 1 

.. . / ... 



" 

TABLE 9 (Con tdo) 

! l ype5 of E xr,::ndj tur t 1969 1 1970 1.0 71 1972 1973 j 974 1 
1~75 1976 l 9 ï ~ i978 1 1979 1) 1 1980 1 ) 1981 1) 1 

1 1 1 1 1 1 

! 1 1 1 1 1 

1 Joi nt 1 1 1 1 1 1 

1 Ciaims 0.6 1 Oo5 0.5 3 0 3 4 . 2 6o9 1 8.2 12.8 18 oF 25. 1 1 27.0 1 26o6 1 3802 1 -
1 1 

-
1 1 1 1 1 l. F ir-e 0.1 0.1 0.1 Oo4 Oo6 Oo6 0.6 1 0 3 j 0 4 2 04 1 2.4 2 0 7 4. 9 

1 2. Accider.t * 1 0 01 * 002 0.2 002 1 0.3 0.~ Oo5 008 1 1. 2 1 1.4 1 2. 3 1 

1 3 0 Motor vehicle 0.3 1 Oo2 0.3 1.9 202 4 .• 4 1 5.4 8.7 12 0 6 16.1 1 16.9 1 16.8 1 20. 1 1 

1 4. Employers 1 liability * 1 * * 0.2 0.2 0.4 1 p.4 Oo6 Oo8 1.2 1 1.8 1 1.4 1 1.9 1 

1 5o ~, a ri ne * 1 * * 0.4 Oo5 0.8 1 0.7 0.8 2. 5 3.1 1 3o2 1 3 0 4 1 4. 8 1 

1 6. Miscellaneous * 1 * * 0.2 0.3 Oo4 1 0.8 1.0 0.8 1.5 i 1.5 1 0.9 1 4. 2 1 

1 Other expenditure 0.6 1 Oo6 0.7 4 0 4 4. 7 6. 7 1 9.1 12 0 0 12o5 15.5 1 21.5 1 22.7 1 28.6 1 '0 
1 1 

- - -
1 1 

-
1 1 

-
1 ï. Màna9ement expenses 0.4 0.6 0.5 300 3.1 4. 8 6.1 8o2 8.8 17.3 18.2 18.4 20.5 

1 8. Net commission 0.1 1 * 0.2 1.3 1.6 1.2 1 2.2 2.3 3.5 ( 2.1) 1 2. 4 1 2.4 1 4.2 1 

1 9 0 Other expenses 0'.1 1 0.1 * 0.7 1 0.8 Oo2 1.2 1 0.9 1 1.9 1 3.9 1 

1 Total 1 1 ' 
31.3 41.6 1 4 8. 5 1 49.3 1 66.8 1 

1 1 

1 Foreign 1 1 1 1 

1 Claims 1.4 1.7 1.9 1.8 3.5 1.3 1 1.8 2.1 1 1 
1 1 

! i. Fi re 
-

1 
-

1 1 l:j 0.1 0.2 0.3 0.3 Oo3 * 0.1 ~ 

! ~ Accident 0.08 0 o1 0.1 * 0.1 0.1 1 0.1 ... 
1 1 

1 
L o 1 1 

1 3 0 ~•otor vehicle 0.9 1.0 1.1 1.0 1.9 0.8 1 0.9 1.3 1 1 1 

1 4 0 Employers'liabilit y 0.1 0.1 0.1 0.1 0 .3 0.1 1 0.2 0.2 1 1 1 

1 5. Karin e 0.1 0.2 0.2 0.4 0.3 0.2 1 0.4 0.5 1 1 1 

1 6. lhscel Janeous * 0 o1 0.1 .. 0 . 2 * 1 * * 1 1 

1 Othe r : xpendi tur·e 1.7 1.8 2.1 2.7 3.0 !. 0 . 1 1'.1 Oo8 1 1 -
1 7 0 M anage~ent expense s 1.2 1.3 1.5 1.8 1.9 

-
Q,Ç 1 1.1 Oo7 - 1 1 

1 8. Net commission 0.4 Üo4 0.6 0 . 9 1.1 0.1 1 * o. 1 1 1 

1 9 0 Other expenses 0.1 0 .1 * * * * 1 * * 1 1 

1 1 1 1 

1 1 

1 Total 3.1 3o5 4.0 4. 5 6.5 2.] 2.9 2.9 1 

1 1 

1) Provi~io nal 
Source: Federal Ministry of Finance, Insurance Division, Lagos 



HBLE 10 

INVESTMENT STRUCTURE OF JNSURANCE COI~P ANIES IN NIGERIA 
( t.i mi 1 1 ion) 

1969 1970 1971 1972 1973 1974 1975 197G 1 9ï ~ i976 19 79 1) 19801) 1 1981 1) 1 

1 1 

1 1 

1 1 1 

Government securities 6.6 6.7 10.8 16.9 22 . 6 19. 7 1 29. 1 22.4 61.4 78.1 96.2 115.9 1 133. 1 1 

1 1 1 

Stocks, shares and bonds 7.3 9.5 9.2 11.8 13.4 18.1 1 20.7 30 . 6 37.2 53.6 65.7 77.5 1 94.4 1 

1 1 1 

Mort9a9.es & loa~s 6.3 7.6 7.4 11.6 12.9 20. 1 1 23.9 38. 1 58. j 72.9 89. 1 108.2 1 127.6 1 

1 1 1 

Cash & bills receiv able 16.9 20.4 30.1 33.9 4 5. 0 4 7. 8 1 64.9 82.5 129.7 144.6 177 . 5 209 .9 1 239.8 1 

1 1 1 

Miscellaneous 1.0 2.2 3.7 9. 7 14 .8 33.6 1 48.7 67.2 121. g ! 7:.. 0 ('i 7.9 262.2 1 312.7 1 

1 1 1 1 

Tot a 1 38.1 46.4 61.2 83.9 108 .7 139 . 3 1 187 : 3 240.8 !... Qb . :. :·.: ~ . ! f;.,f: . s ï73. 7 1 907 . 6 i -.J 

1· 1 
(X) 

1 
1 

! ) Provis i onal 

Source: Federal Ministry of Fin ance , ln surance Division, Lago s 



\ 
TABLE J 1 

lN V[ STI'IENT SlR UCTUHE OF LJF E Jt! SUHf,NC[ CO~· PAN 1L S 1 N NJG[RJP. 

~il lion) 

~ •.. ' 

1 1 
1 1979 1) l 980 1) 1981 1) 

1 J 

1 
fl.sset~ 1 1969 19 70 1971 1972 1973 1974 1 1975 1976 19 77 1979 1 

1 1 
1 

1 

1 1 
1 

1 

1 Gov er nment s ecur i ti es 
1 4.0 4 . 5 7. 9 7.9 15 . 3 15. 4 1 18 .6 29 . 4 33.9 39.6 46.6 54 . 2 60. 1 1 

1 1 
1 

1 

1 Sto cks , sha r es (; bonds 
1 2. 5 4 . 1 3.0 5. 1 7. 0 8 . 0 1 8.7 16 . 0 18 . 7 22 . 9 27 . 9 31.8 39 . 6 1 

1 1 
1 

1 

1 Mortgages (; Lo ans 
1 4.7 5. 7 5.0 5.4 9.5 15. 6 1 18 .2 27 . 9 35.5 36 . 1 L 2. 2 49.0 56 . 2 1 

1 
1 

1 
1 

1 1 
1 

1 
1 

1 
Cash f. bills receiv2 Ut 

1 
8.0 8 . 8 12 . 4 9. 6 19.4 25 . 9 

1 
29 .5 25 . 7 :i~ . c J -

.J ~, • : 4 0. 5 4 5. g 
1\25 

1 ~· i scel laneous 
1 0. 6 0 . 9 1.4 3. 4 5. 7 7. 0 1 6 . 7 12 . 4 2 2. 1 2 ~ . 0 ., . (. 25 . 9 30 . 6 1 1 

1 1 
1 

1 

1 1 ota! 
1 19. 8 24 . 0 29 .7 31.4 56 . 9 71. 9 1 81. 7 1 1 1. 4 14 ': . :: i:.~ . Çj ! 20 . C· 201.4 232 . 4 1 

1 
1 

1 
1 

1 1 
l' 1 

1 1 
1 

1 

l ' 1 
1 

1 

1 1 
1 

1 

1 

1 1 
1 

1 

1 1 
1 

1 

1) Pr ovi sional 

Sour ce : Federal Min i stry of Finance, ln sur ance Di vi s io n, La go~ 



TABLE 12 
JNVESTMENT STRUCTURE OF NON-LJFE INSURANCE COMP~NIES IN NIGERIA 

(N million) 

1 1981 1) 
1 Ass ets )969 1970 1971 1972 1973 1 1974 1975 19 76 1977 1978 

1 1 

1 1 1 

1 1 1 1 

1 Government securi ties 1 2.5 2. 2 3.0 1 8.9 7. 3 1 4. 2 10.5 13.1 27.5 38.5 49.6 61.7 73.0 

1 1 1 1 

1 Stocks, shares & bonds 1 4.9 5.4 6.3 1 6.8 6.4 1 10.1 12.0 14.6 18. ::, 30.7 37.8 45.7 54.8 

1 1 1 1 

1 Mort9ages & Loans 1 ··. 1. 6 1.9 2.4 1 6.2 3.4 1 4.5 5.7 10. 1 22. 6 36.8 46.9 59.2 71.4 

1 1 1 1 

1 Cash & bills recei vab l e 1 8.9 11.6 17.6 1 24.3 25.6 1 21.9 35.4 56. 8 a " - J ~ 5. ? 1 ~] . 3 169.4 193.9 J _, . 1 

1 1 1 1 

1 Miscellaneous 1 0.4 1.3 2. 3 1 6. 3 9. 1 1 26 .6 42.0 54. 7 E. 2. 1 . "'• , -g:· . 9 236.3 282. 1 j L • ! c:> 

1 1 1 1 

0 

1 Total 1 18.3 22.4 31.6 1 52. 5 51. 8 1 67.3 105.6 14 9. 3 26:, . j :7 3. 3 !, [;6 . 5 5 72.3 675.2 

1 1 1 1 

1 1 1 1 

1 1 1 1 

1 ) Pro vi si onal 

Source: Federal Ministry of Fin ance , I ns uranc e Di vision, Lagos 
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., ~X~GÊ:Nous· REGRESSION VARIABLEs 1 )>· . .. _ ... · 

1 Year 1 Yp Ulf 1 1 Flop . 1
1 

TCC 1 Tp ïTd 1
1 

NRT 1
1 

Imp 1 Ex GDP Vp 1 Erc Erg 1 R ·; 

l--------~lr---+---~l~· . ~-ri--~,.----~1· ---+--~,----~,---+J----r---+---,l----r---+l~%~', 
1 1969 1 55.0 3.4 1 ··· s:3 1 23.4 1 73à.9 1 o.8 140:6 1 . 8.5 1 ,497.4 1 636.4 3549.3 13.8 1 1036.4 1284.4 1 4.5 

: 1970 1 78.5 3.4 . 1 · 5.2 l 23.8 1 838.8 1 0.8 144.5 l 3;6 l 756.4 l 877.1 5205.1 13.8 11272.8 1541.0 l 4.6 

1 1971 1 96.9 3.5 . · 1 ·(8.5 1 24.4 . 1 639.0 1 0.2 451.1 1.;·· ··5.0 1 1078.9 1 1280.8 6570.7 29.5 1 1586.0 1887.3 1 4.8 
1 1 . , 1 1 1 1 1 ·. 1 1 1 
1 1972 1 103.7 3.5 1. ~8;6 . 1· 24.9 1 977.3 1 0.5 624.4 1 36.8 1-)90.1 11421.8 7208.3 54.4 11848.9 2237.2 1 5.1 

1 19.73 · 1 157.4 3.6 '' ... 1 ···78 .;7 .-··1 . 25.5 1 109!'.3 1 1.2 852.9 1 39.1 • (Ü24.8 1 2268.4 11223.6 ·16.6 1 2034~-7 2507.8 1 · 5.o 
1 1 1 ·c . 1 1 1 1 1 1 1 1 
l 1974 l 255.2 3.7 l 196.5 . l 26.2 l 2097.5 l 11.1 3032:5 l 42.3 l 1737.3 l 5783.9 18652.0 97.0 l 2256.2 2857.7 l S.4 

1 1975 1 285.7 3.8 1 850.4 1 26.9 1 4902.1 1 15.9 2990.2 1 56.0 1 3721.5 1 4920.2 21475.1 220.3 1 2604.6 3275.8 1 5.1 1 

1 1 9 7 6 1 3 55 . 7 3 . 9 1 1 0 5.1. 2 . 1 2 7 • 6 1 6 6 9 1. 3 1 3: 5 3 8 52 . 4 1 53 • 4 1 . 51; 8 • 5 l 6 7 4 3 . 7 2 7 31 7 . 8 26 i. 0 1 3 0 9 5 • 4 3 9 0 4 • 6 1 4 • 7 i 
1 . 1977 1 407.3 4.0 1 504.1 · 1 28.2 1 7367.9 1 3.5 4839.2 1 62.8 1 7089.7 1 7621.7 32 051. 8 185.0 1 3575.2 4676.7 1 4.1 1 
1 1 r · · · 1 1 1 1 1· 
1 1978 1 417.1 4.1 1 826.6 1 29.0 1 8620.0 1 3.3 3962.3 i 66.3 l 8140.8 l 6308.5 33660.4 175.0 l 4419.0 4579.1 1 6.0 1 

1 1979 1 482.9 4.2 1<667.1 1 29.7 1 7406.7 1 2.9 5753.7 1 77.1 1 6169.2 110545.7 39938 . 6 170.0
1

)1 4030.2 6225.5 1 6 .0 1 CD 

1 1 1 .• •. 1 1 1 1 1 1 1 1 ) 1 1 1 .... 

I

l 1980 1 510.4 4.3 11238.5 1 30.4 111785.1 1 43 .. 471) 8403.1 1 86.5 1 9~95.6 114186.7 143280.2 165.01)1 4703.3 7140.4 1 6.8 1 1 

1981 1 500.0 4.4 1 930.0 1 31.0 1 9595.9 1 9403.6 1 76.7 112919.6 111023.3 j43450.0 140.0 1 5621.3 7775.6 1 6.8 1 

1 1 1 . 1 1 1 1 1 1 1 1 1 1 

1 ________ ~1 --~----'~--~--~'----~'--~----~' --~'--~'----~'--~----~~ --~--~'---- ' 
1) Variables are as defined in Chapte~ III and IV they are in millions of appropriate units, unless otherwise stated. 

Sources: Federal Office of Statistics, FOS, Lagos 
World Bank Report 1981 
Administration Des Ports Nigerian (1981), Published by the Nigeria ~ Ports Authority 
Central Bank of Nigeria, Annual Report (Various issues) 

11 11 u Principal Economie lndicators (various issues) 

·, .. 
·., 

'. ·~ 

;', 

·,,~··, ~·;·~~:~·~. 
.: ~ 

4 •••• 

, 

1 ~ ~, . 

• ~- .i: 
.... : .:""" 

,.;.· 
.>.--· 

1 
r=:ER 1 f 

• ~ 1 ' . : .. •. ~.. • .. • ~ 

--.;:- --:::::::---::o:::-...,-.,",--,"""".ll""'-~=· ~---z;.,.-·~---- -.- . -. -..-... ~-.;r~~~:· ... ~ ·· .. ·~~~;~. ~ .· ;~ .. ; .... ~~~~']c:~~· ·:~· -:· \ 2 < . .. ,.. ~ .~ ........ 




