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ABSTRACT 

Insurance market penetration is the total amount of insurance premium generated in countries which are expressed 

as a percentage of the Gross Domestic Product (GDP). Under ideal expectation. Insurance business activities were 

expected to be increasing at arithmetic means but this had not been so, the result of this stunted growth has been 

attributed to low insurance penetration, activities of macroeconomic influences, inadequate insurance awareness, 

low supervision regulation to mention but a few. This study wants to examine the impact of Insurance penetration 

on insurance performance in Nigeria both on the short and long run and if long run relationship exists, an error 

correction in Nigeria will be estimated using Auto regressive distributed lag Model. Result reveals that insurance 

penetration positively but none significantly impacted on insurance performance in Nigeria. Also, estimation from 

ARDL cointegration reveals that there are long run relationship existing between insurance penetration and 

insurance performance in Nigeria. From the long run relationship, it was deduced that error correction existed. 

Error arising from low insurance penetration diverted from equilibrium constant which will take thirteen years, one 

month and twenty-one days to correct the disequilibrium. Based on the above findings, it was concluded that low 

insurance image impacted positively but none significantly to insurance performance in Nigeria. It can now be 

deduced that insurance penetration is not the only indices that determine insurance performance in Nigeria, hence 

other factors that can influence insurance performance are: adequate supervision and regulation, creation of 

insurance awareness, promotion of insurance image, control of various unethical practices, insurance education, 

insurance workers reorientation etc. With this, insurance performance will be enhanced. 
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INTRODUCTION 

Insurance Market penetration is the total amount of insurance premium created in countries which are expressed as 
a percentage of the Gross Domestic Product (GDP). Insurance penetration is one of the indicators of the level of 
insurance sector development in a country. Alhassan, & [1], posited that insurance penetration rate is expressed as 
the ratio between insurance premium volume and GDP. The higher the penetration rate, the more developed the 
insurance market. In other words, insurance penetration measures the growth of insurance premium vis-à-vis the 
growth in the GDP. [2], in expressing insurance penetration stated that there is no gain saying that the insurance 
sector is the infrastructural pillar of the economy which supports economic growth and performs tremendous social 
and economic functions for the society. [3], stated that insurance is critical to financial and economic development 
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because it pools risks and reduces the impact of large losses, thereby encouraging new investment, innovation and 
competition. The insurance industry also plays a critical role in promoting economic growth and development by 
ensuring efficient allocation of financial resources from the surplus unit to the deficit unit. However, insurance 
penetration is one of the measures to determine how well this crucial function is performed.  One of the shortcomings 
of these previous studies is the use of the volume of premium as a measure of insurance development, which is not 
adequate in capturing actual insurance activities. In this study, the sample countries were chosen based on 
availability of common long data span, and it was observed that the insurance penetrations (volume of premium 
divided by the gross domestic product of the county) as adopted for insurance penetration. For instance, insurance 
penetration, as a measure of insurance demand, shows large variations among the selected African countries [4]. 
Under ideal expectation. Insurance business activities were expected to be increasing at arithmetic means but this 
had not been so, the result of this stunted growth can be attributed to low insurance penetration, activities of 
macroeconomic influences, inadequate insurance awareness, low supervision regulation and monitoring and 
insurance perception among the insuring public. Among the issues stagnating insurance growth in Nigeria this 
study wants to examine the impact of Insurance penetration on insurance growth in Nigeria, determine if long run 
relationship existed, and measure the error correction. This study is unique in three ways. To the best of the author’s 
knowledge, no prior study has investigated the impact of insurance penetration on insurance growth in Nigeria 
using Auto regressive distributed lag Model. The span of data used in the study, from 1981 to 2018 contributes also 
to the uniqueness of the work, though [5], examined long-run causal relationship between insurance penetration 
and economic growth for Ghana during the period of 1990–2010. The authors used autoregressive distributed lag 
(ARDL) bounds approach to cointegration used by [6]. The findings of their study are strategic to financial market 
regulators and policymakers, and the economists because of the interaction and the feedback impact of Insurance 
penetration on economic growth in Nigeria nexus. Again, knowledge of long run relationship using bound test in 
Nigeria will significantly contribute to the extant literature on impact of Insurance penetration on insurance growth 
in Nigeria. The remainder of this paper will be managed and arranged as follows: next section reviews relevant 
related literature. Next section presents data and specifies model used in the study, then, next section presents and 
discusses results while the last section concludes the study. 

REVIEW OF RELATED LITERATURE 
CONCEPTURAL REVIEW:  CONCEPT OF INSURANCE MARKET PENETRATION 

Insurance Market penetration is the amount of insurance premium in a country expressed as a percentage of the 
Gross Domestic Product (GDP). It is also indicative of the level of insurance sector development in each country. 
Insurance penetration rate is expressed as the ratio between insurance premium volume and GDP. The higher the 
penetration rate, the more developed the insurance market. In other words, insurance penetration measures the 
growth of insurance premium vis-à-vis the growth in the GDP. 

CONCEPT OF INSURANCE PERFORMANCE 

[7], sees insurance performance as the increase in financial income in all the classes of insurance less the expenditures 
of all the classes of insurance in Nigeria .Insurance income can be expressed as premium from general insurance 
comprising the premium derived  from fire insurance, accident insurance, motor insurance, employer liability 
insurance, marine insurance, oil and gas insurance, other insurance income such as real estate ,mortgage rents, 
interest and dividend from money and capital market, other receipts, premium from life policies less  the general 
expenditure of insurance companies over years expressed  as claims from general insurance business such as fire 
insurance, motor insurance, accident insurance, employer liability insurance, marine insurance, oil and gas insurance, 
miscellaneous and other expenses insurance, management expenses, commission expenses from agents and brokers, 
life assurance claims as presented in page A.5.11 and 12 of the CBN 2019 statistical bulletin under financial statistics. 

THEORITICAL REVIEW:  SOLOW GROWTH RATE THEOTY 
This is a theory propounded by Solow in 1956 called Solow growth theory. This is a theory that looks at the role of 
investment in stimulating economic growth as one of the controversial issues in the literature. In the standard Solow 
type growth model, foreign direct investment enables host countries to achieve investment surplus that exceeds 
their own domestic saving and enhances capital formation. According to this theory, the potential beneficial of this 
investment is insurance sector which also contributes to output and growth of insurance sector. In the long run, 
given the diminishing marginal returns to physical capital, the recipient economy could converge to the steady state 
growth rate as if insurance sector had never taken place leaving no permanent impact on the growth of the economy 
as reflected on the extent of the impact of insurance sector on economic growth which is proxied by insurance 
penetration. From theory, the level of insurance penetration determines the level of insurance performance and the 
level at which insurance contributes to economic growth. This type of linkage is called the growth rate theory as 
propounded by Solow in 1956. [8]. 

EMPIRICAL REVIEW 
[9], examined the impact of premium for property liability insurances to Gross National Product (GNP), income, 
and interest rate development from1970 to 1981 using ordinary least square regression. Result reveals that premium 
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for property liability insurances are impacted positively but none significantly to interest rate and GNP, marginal 
propensity to insure. The impacts are for both short- and long-run rise with income per capita and was higher in the 
long run. They conclude that insurance consumption was not affected by economic cycles or cyclical income 
variation but significant to GDP. [10], examine the causal relationship between economic growth and insurance 
market activity for nine OECD countries for the period 1961–1996. Using annual real GDP as a measure of economic 
activity and annual real total written premiums as a measure of insurance activity. VAR-error correction 
methodology on a country by country basis was used Result reveals the presence of a long-run relationship for five 
countries (Australia, Canada, France, Italy, and Japan). The study only finds causation for three countries (Australia, 
Canada, and Japan). [11], evaluate both a long-run relationship and Granger-causality existing between insurance 
market size and economic growth for the United Kingdom using net written premium for each insurance market 
(general and long-term insurance) in the UK for the period 1966–2003. Using Johansen cointegration test, Result 
reveals long-run relationship existed between development in insurance market size and economic growth for all 
insurance components. Regarding causality tests, there is evidence of causality from growth in insurance market 
size to GDP growth for eight out of nine insurance categories that are considered which are bidirectional.  [12], 
analyzed the effect of banking and insurance on the growth of capital and output based on cross-country data of 55 
countries for the period from 1980 to 1996. The insurance variable is measured by average insurance penetration 
(insurance premium relative to GDP). Using ordinary least square (OLS) estimation, assuming exogenous financial 
variables indicate positive and significant effect of banking development on economic growth. The results of 
simultaneous equations, assuming endogenous relationship between financial activity and economic growth, show 
that higher levels of banking and life insurance penetration predict higher rates of economic growth. 
 [13], study on causal relationship existing between insurance market activity and economic growth included 56 
countries (both developed and developing ones) in the period from 1976–2004. Insurance premiums are used as 
proxies of total and life and non-life insurance activity separately. As an estimation method, the author used 
generalized method of moment (GMM) for dynamic models of panel data. The result shows a positive and significant 
effect of total, life, and non-life insurance market activity using insurance premium as a proxy for insurance market 
activities on economic growth. Impact of life insurance on economic growth is driven by high-income countries only. 
In the case of non-life insurance, its impact was driven by both developed and developing countries, but it is larger 
in developed countries than in the developing ones. 
[14], examined the impact of insurance business activities on Economic growth of the 29 European countries in the 
period from 1992–2005.  An estimation of Ordinary Least Squares (OLS) on unbalanced panel was done for the EU-
15 countries; the insurance variable is measured by premium income and total net investment of insurance 
companies. Premium income was split into life and non-life premium income. Switzerland, Norway, and Iceland, 
while non-life had a larger impact in Central and Eastern Europe. Result reveals that premium income and total net 
investment of insurance companies positively but none significantly impacted on economic growth of the countries 
under study. 
[15], examines the effects of insurance growth and reforms along with other relevant control variables on economic 
development in India in the period from 1980–2006. Growth of insurance penetration (life, non-life, and General 
Insurance business) was used as proxies of insurance sector growth. The Ordinary least squares, cointegration 
analysis, and error correction models was the method of estimation. The study confirms a positive contribution of 
insurance sector to economic development and a long-run equilibrium relationship between the variables to 
economic development. While the reforms in the insurance sector such as capital base of insurance companies, local 
content initiatives and various insurance regulations do not affect economic activity, its growth has positive impact 
on economic development. 
[16], investigate the relationship between insurance development and economic growth on a dynamic panel data-
set of 77 economies for the period 1994-2005 using GMM, Insurance density is used to measure the development of 
insurance. They conclude that insurance development is positively correlated with economic growth. The sample, 
which was divided into developed and developing countries, showed that the overall insurance premium 
development, life, and non-life insurance development play a much more important role for developing countries 
which is positive and significant than they do for the developed countries. 
[17], studied the relationship between insurance development and economic growth using a dynamic panel data 
model on 77 countries for the period 1994–2005. The insurance density is used to measure the development of the 
insurance; they concluded that the development of insurance is positively correlated with economic growth. The 
estimated sample is then divided into developed and developing countries. For developing economies, the 
development of insurance is more important than that played in the case of developed economies. Therefore, 
insurance density plays a positive and significant role in insurance development. 
 [18], examined the impact of insurance on economic growth using the insurance penetration as a measure of 
insurance development, three variables were used: life insurance penetration, penetration non-life insurance, and 
total insurance penetration. The analysis used data for the period 1995–2010 of the Republic of Macedonia using 
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the OLS technique, followed by an analysis of the variability in order to identify the effects of each variable. The 
result of this analysis shows that the development of total insurance sector positively and significantly affects 
economic growth; this result is confirmed in non-life insurance, while the results show that life insurance negatively 
and significant affects economic growth. 
 [19], examined the role of insurance in economic growth using 29 countries between 1999 and 2008. The countries 
are Australia, Austria, Belgium, Canada, Czech Republic, Denmark, Finland, France, Germany, Greece, Hungary, 
Iceland, Ireland, Italy, Japan, Turkey, South Korea, Luxemburg, Mexico, Holland, Norway, Poland, Portugal, 
Slovakia, Spain, Sweden, Switzerland, England, and United States using correlation. The result shows that there is 
a positive and significant relationship between insurance business proxied by insurance premium, insurance 
investment and insurance claims and economic growth in the sample countries. 
[20], examines the interrelationship between insurance market activities and economic growth for 10 selected 
OECD countries between 1979-2006. Panel unit-root tests, heterogeneous panel cointegration tests and panel 
causality techniques are all employed where the study disaggregated real insurance premiums into life and non-life 
insurance premiums. Result reveals that there is fairly evidence favoring the hypothesis of a long-run equilibrium 
relationship between real GDP and insurance market activities. The non-life insurance market has a greater 
relationship on the real GDP than the activities of the life insurance market. The causality test of the dynamic panel-
based error correction model indicates long-run and short-run bidirectional causality. 
[21], investigate the effect of life insurance (using penetration and density measure) on economic growth and what 
conditions affect the insurance- growth nexus such as economic, financial, demographic, income level, and regional 
conditions. The authors employ the two-step system GMM of dynamic model for 60 countries. The result shows 
that the development of the life insurance market has a positive and significant effect on economic growth. The 
conditional variables of middle-income countries, sub-Saharan Africa, savings, the real interest rate, social security, 
the stock market turnover ratio, and the young dependency ratio alleviated the positive impacts of the development 
of the life insurance market on growth. By contrast, the conditional variables of low-income countries and Latin 
America strengthen the positive impact of life insurance market on growth.  [22], carried out the relationship among 
insurance, financial development, and economic growth for Taiwan using granger causality estimation. The paper 
found economic growth to granger cause insurance demand and financial development to granger cause economic 
growth both in the short run which is a bidirectional relationship. [23], examines the relationship between the 
insurance business and the economic growth of 23 OECD countries over the period 1990–2011, using a static panel 
data model. Result reveals that non-life insurance, as measured by the penetration rate positive and significantly 
impact of on economic growth and a negative effect exerted by the total insurance and non-life insurance, as 
measured by the density on economic growth. 

KNOWLEDGE GAP 
Gap from geography: None of the works on insurance penetration in Nigeria was done on insurance performance. 
Most of the works on penetration was on penetration and economic growth. Gap from Methodology. None of the 
study used ARDL model covering both base line and bound test. Most of the studies in the past dwell on OLS, 
correlation, granger causality and VAR. Gap from time: None of the study in the past covered from 1981-2018. Most 
of the studies in the past coverage till 2012 except one study carried out by [24], covering 1981-2018 but the variables 
of interest differ. 

METHODOLOGY 
Research design 

This study adopted the exposit-facto research design. The exposit-facto research design is described as after-the-fact 
research [25]. This is suitable for the work given that it is based on an already completed event and the researcher is 
meant to analyses the outcomes of the already completed event and draw reasonable conclusions [26],  

Nature and data sources 

All the data to be employed for this work will be time series, secondary and purely quantitative.  They are drawn 
from sources such as The Statistical Bulletins of Central Bank of Nigeria and the World Bank development indicator. 
They are annualized time series data because they have a natural time ordering covering the period 1981 to 2018 
which is a period of 37 years. 

MODEL SPECIFICATION 

Auto regressive distributed lag model will be used for analysis. This model adopted the model used by [24], thus 
This type of model is called regression model: GDP = F(INSPENE), GDPt = B0+B1INSPENEt + et. GDP = Gross 
Domestic Product,INSPENE= Insurance penetration, ET=Stochastic error term .Bo = coefficient/Equilibrium 
point. B1= Proxies of the parameter estimates, t = time series data. This model was re-modified where GDP was 
changed to insurance performance. INSPFM =F(INSPENE) 
INSPFMt = B0+B1INSPENEt + et., where INSPFM =Insurance performance and INSPENE=Insurance 
penetration. 
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DATA PRESENTATION 

Table 1: INSURANCE PENETEATION AND PERFORMANCE IN NIGERIA 

 
 LNINSPF

M 
LNINSPE

NE 
INSPRE INSINC INSEXP INSPFM INSPENE GDP 

1981 4.1892 0.9089 234.1 240.66 174.69 65.97 2.481713 94.33 

1982 4.2480 0.9017 248.8 259.51 189.54 69.98 2.463122 01.01 

1983 2.7271 0.5554 191.8 228.63 213.34 15.28 1.742686 10.06 

1984 3.9028 0.5705 205.7 237.59 188.05 49.54 1.769158 16.27 

1985 2.1235 0.3723 195.3 205.08 196.72 8.36 1.451074 34.59 

1986 3.7260 0.6358 254.2 263.69 222.17 41.51 1.888559 134.6 

1987 5.0241 0.7442 406.5 419.95 267.95 152.04 2.104809 93.13 

1988 5.0047 0.6141 486.6 506.67 357.54 149.12 1.848152 63.29 

1989 4.8233 0.5657 673.1 701.76 577.38 124.38 1.760843 82.26 

1990 5.8673 0.7630 1013.7 1048.44 695.12 353.32 2.144716 72.65 

1991 5.9308 0.8651 1296.2 1334.23 957.77 376.46 2.375428 45.67 

1992 6.6152 1.0275 2445.7 2517.90 1771.51 746.38 2.794099  

1993 4.3105 1.5098 4931.9 5901.25 5975.73 74.48 4.526008  

1994 9.2940 2.3392 14519.1 14671.67 3798.88 10872.79 10.37301  

1995 9.1294 1.5373 13525.1 14587.64 5365.06 9222.58 4.652021  

1996 8.8869 1.0118 11091.3 13150.56 5916.13 7234.42 2.750614  

1997 9.2123 0.9600 10941.6 16519.01 6499.39 10019.61 2.611828  

1998 9.2753 1.0746 11688.3 17846.47 7174.28 10672.19 2.929802  

1999 9.0734 1.1370 14587.3 14643.85 5923.18 8720.67 3.117424  

2000 9.7351 1.2107 22531.5 22531.46 5629.52 16901.94 3.356113  

2001 10.0370 1.4358 28981.3 28981.29 6110.52 22870.77 4.203112  

2002 10.3388 1.5778 37765.9 37765.89 6856.14 30909.74 4.844415  

2003 10.4495 1.4775 43441.8 43944.68 9415.20 34529.48 4.382076  

2004 10.5561 1.4794 50100.8 50495.91 12084.04 38411.87 4.390544  

2005 10.9213 1.5298 67465.6 67746.31 12402.43 55343.91 4.617491  

2006 8.7137 1.4803 81583.8 82361.88 76276.11 6085.77 4.394592  

2007 11.2928 1.4617 89104.9 105379.28 25133.24 80246.03 4.313478  

2008 11.6935 1.6496 126470.3 157206.02 37412.55 119793.47 5.205325  

2009 11.7597 1.8206 153127.1 189960.45 61969.15 127991.33 6.175914  

2010 11.8951 1.0567 157127.1 200375.98 53815.35 146560.63 2.877149  

2011 12.0642 1.0262 175756.8 233752.88 60204.76 173548.12 2.790659  

2012 12.0642 0.8964 175756.8 233752.88 60204.76 173548.12 2.450804  

2013 12.0642 0.7859 175756.8 233752.88 60204.76 173548.12 2.194421  

2014 12.0642 0.6799 175756.8 233752.88 60204.76 173548.12 1.973828  

2015 12.0642 0.6242 175756.8 233752.88 60204.76 173548.12 1.866874  

2016 12.0642 0.5723 175756.8 233752.88 60204.76 173548.12 1.772416  

2017 12.0642 0.4411 175756.8 233752.88 60204.76 173548.12 1.55456  

2018 12.0642 9.5292 175756.8 233752.88 60204.76 173548.12 13756  

2019 12.0642 0.6242 175756.8 233752.88 60204.76 173548.12 1.866874 

2020 12.0642 0.5723 175756.8 233752.88 60204.76 173548.12 1.772416 

2021 12.0642 0.4411 175756.8 233752.88 60204.76 173548.12 1.55456 

2022 12.0642 9.5292 175756.8 233752.88 60204.76 173548.12 13756 
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2023 12.0642 0.4411 175756.8 233752.88 60204.76 173548.12 1.55456 

2024 12.0642 9.5292 175756.8 233752.88 60204.76 173548.12 13756 

Sources: CBN statistical bulletin (2024) 

Where GDP= Gross Domestic Product, INSPRE=Insurance premium, INSPENE =Insurance penetration. 

INSPFM=Insurance performance= total insurance income less total insurance expenditure over a given period of 
time. 

Data Description and Analysis 
Stationary Tests using Philip and Peron 

In an attempt to confirm the order of integration of the series under study thereby confirming their suitability for a 
linear combination in the form of a model, the unit root test following the form specified as Philip and Peron Test is 
used. Table 4.2 below presents a summary of the unit root result that is stationary. 

Table 2:  Summary of Unit Roots Test Results 

Variable PP Statistic Critical Values @ 
5% 

Probability Value Inference 

LNINSPFM -3.7637 -3.5366 0.0302 I(0) 
LNINSPENE -2.1138 -1.9507 0.0349 I(2) 

Source:  Extract from Appendix One e-view 10. 
From the result of the unit root test contained in table 4.2.1, INSPFN was integrated of order 1(0). On the other 
hand, Insurance penetration is integrated at 1(2) and. Given these different orders of integration, the Ordinary Least 
Square Regression Method was given up in preference for the Autoregressive Distributed Lag Model which tolerates 
such stationary property combination. In addition, the sample size is also good enough for the ARDL given that its 
estimates remain robust and consistent in the face of not too large sample size and finally good for data characterized 
with structural brakes. 

Basic Descriptive Statistics/ Standard tests for Normality 

The statistical properties of the data sets are seen as vital determinants of their behaviors when used in econometric 
analyses. On the basis of this, the researcher presented in this section, the basic descriptive statistics called Normality 
test of the variables under study. 

Table 3: Basic Descriptive Statistics/ Standard tests for Normality: 

 LNINSPFM LNINSPENE INSPRE INSINC INSEXP INSPFM INSPENE GDP 
 Mean  8.612412  1.285017  61912.92  77948.86  21979.13  55973.66  365.1355  25383.87 
 Median  9.284708  1.019051  18559.40  20188.97  6304.960  10772.49  2.770637  5696.425 
 Maximum  12.06421  9.529230  175756.8  233752.9  76276.11  173548.1  13756.00  127762.6 
 Minimum  2.123578  0.372304  191.8000  205.0860  174.6960  8.361000  1.451074  94.33000 
 Std. Dev.  3.255531  1.443339  72210.58  95629.96  26497.34  71400.30  2230.996  37689.07 
 Skewness -0.525889  5.074709  0.723137  0.820722  0.797852  0.848661  5.918358  1.429767 
 Kurtosis  1.816113  29.57629  1.768649  1.893258  1.841388  1.927403  36.02699  3.609457 

         
 Jarque-Bera  3.970726  1281.407  5.712560  6.205426  6.157031  6.382998  1948.909  13.53493 
 Probability  0.037331  0.000000  0.057482  0.044927  0.046028  0.041110  0.000000  0.001151 

         
 Sum  327.2717  48.83063  2352691.  2962057.  835206.8  2126999.  13875.15  964586.9 
 Sum Sq. Dev.  392.1439  77.07941  1.93E+11  3.38E+11  2.60E+10  1.89E+11  1.84E+08  5.26E+10 

         
 Observations  38  38  38  38  38  38  38  38 

 

source: Author’s Computation e-view 10 
Data showing normality distribution was estimated above, result reveals that the variables are normally 
distributed because the Jacque-Bera statistics are tending towards 3 and the probability of the normality 
distribution is significant. 
BASE LINE ESTIMATION OF THE VARIABLES SHOWING SHORT RUN DYNAMICS 

Dependent Variable: LNINSPFM   

Method: ARDL    

Date: 09/21/25 Time: 22:49   

Sample (adjusted): 1983 2024   
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Included observations: 36 after adjustments  

Maximum dependent lags: 2 (Automatic selection) 

Model selection method: Akaike info criterion (AIC) 

Dynamic regressors (4 lags, automatic): LNINSPENE   

Fixed regressors: C   

Number of models evaluated: 10  

Selected Model: ARDL(2, 2)   

Note: final equation sample is larger than selection sample 
     
     

Variable Coefficient Std. Error t-Statistic Prob.*   
     
     

LNINSPFM(-1) 0.299619 0.164049 1.826403 0.0778 

LNINSPFM(-2) 0.625975 0.163978 3.817432 0.0006 

LNINSPENE 0.073506 0.125798 0.584317 0.5634 

LNINSPENE(-1) 1.753115 0.714986 2.451956 0.0202 

LNINSPENE(-2) -1.146117 0.745404 -1.537577 0.1346 

C 0.268418 0.586499 0.457662 0.6505 
     
     

R-squared 0.906310     Mean dependent var 8.856512 

Adjusted R-squared 0.890695     S.D. dependent var 3.168535 

S.E. of regression 1.047558     Akaike info criterion 3.081812 

Sum squared resid 32.92131     Schwarz criterion 3.345731 

Log likelihood -49.47261     Hannan-Quinn criter. 3.173927 

F-statistic 58.04116     Durbin-Watson stat 2.189065 

Prob(F-statistic) 0.000000    
     
     

*Note: p-values and any subsequent tests do not account for model 

        selection.   
source: Author’s Computation e-view 10 
Result from the base line test of ARDL reveals that insurance penetration positively and none significantly 
impacted insurance performance in Nigeria. Statistically, insurance penetration has 1% increase to insurance 
performance and such increase has 54% non-significant contribution to the growth of insurance performance in 
Nigeria under the period of the study. However, the explained variation is 91% which means that the independent 
variable explains the dependent variable very well. The F- statistics is significant showing the goodness of the fit 
of the model. The Dublin Watson is good showing that there is no auto correlation (1.5-2.4).Therefore this result 
is consistent with the economic result and can contribute meaningfully to knowledge. 
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BOUND TEST ESTIMATION OF THE VARIABLES SHOWING LONG RUN. 

ARDL Long Run Form and Bounds Test  

Dependent Variable: D(LNINSPFM)  

Selected Model: ARDL(2, 2)   

Case 2: Restricted Constant and No Trend  

Date: 09/21/2025   Time: 22:50   

Sample: 1981 2024   

Included observations: 36   
     
     

Conditional Error Correction Regression 
     
     

Variable Coefficient Std. Error t-Statistic Prob.    
     
     

C 0.268418 0.586499 0.457662 0.6505 

LNINSPFM(-1)* -0.074406 0.066228 -1.123485 0.2701 

LNINSPENE(-1) 0.680504 0.505334 1.346642 0.1882 

D(LNINSPFM(-1)) -0.625975 0.163978 -3.817432 0.0006 

D(LNINSPENE) 0.073506 0.125798 0.584317 0.5634 

D(LNINSPENE(-1)) 1.146117 0.745404 1.537577 0.1346 
     
     

  * p-value incompatible with t-Bounds distribution. 

     
     
     

Levels Equation 

Case 2: Restricted Constant and No Trend 
     
     

Variable Coefficient Std. Error t-Statistic Prob.    
     
     

LNINSPENE 9.145812 7.670132 1.192393 0.2425 

C 3.607477 6.877955 0.524499 0.6038 
     
     

EC = LNINSPFM - (9.1458*LNINSPENE + 3.6075 )  
     
     
     

F-Bounds Test Null Hypothesis: No levels relationship 
     
     

Test Statistic Value Signif. I(0) I(1) 
     
     

   
Asymptotic: 

n=1000  

F-statistic  2.142417 10%   3.02 3.51 

K 1 5%   3.62 4.16 

  2.5%   4.18 4.79 

  1%   4.94 5.58 
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Actual Sample Size 36  
Finite Sample: 

n=40  

  10%   3.21 3.73 

  5%   3.937 4.523 

  1%   5.593 6.333 

     

   
Finite Sample: 

n=35  

  10%   3.223 3.757 

  5%   3.957 4.53 

  1%   5.763 6.48 
.0     

     
source: Author’s Computation e-view 10.0 

From the table above, Long run relationship was estimated and result reveals that there was a long run 
relationship existing between the variables of interest. The long run or cointegration from the ARDL hypotheses 
state that when the F-statistics is lower than both the upper and lower bound of the F-bound statistics, it shows 
evidence of cointegration and When the F- stat is higher than the lower and upper bound, there is no long run 
relationship. Given the lower bound as 3.96, upper bound as 4.53 and the F-statistics as 2.1 @5%. It shows that, 
there is long run relationship existing between insurance penetration and insurance performance in Nigeria. 
 

ERROR CORRECTION OF THE VARIABLES SHOWING SPEED OF ADJUSTMENTS. 

ARDL Error Correction Regression  
Dependent Variable: D(LNINSPFM)  

Selected Model: ARDL(2, 2)   

Case 2: Restricted Constant and No Trend  

Date: 09/21/25   Time: 22:51   
Sample: 1981 2024   

Included observations: 36   
     
     ECM Regression 

Case 2: Restricted Constant and No Trend 
     
     Variable Coefficient Std. Error t-Statistic Prob.    
     
     D(LNINSPFM(-1)) -0.625975 0.151116 -4.142335 0.0003 

D(LNINSPENE) 0.073506 0.110702 0.663998 0.5118 

D(LNINSPENE(-1)) 1.146117 0.651883 1.758163 0.0889 

CointEq(-1)* -0.074406 0.028417 -2.618346 0.0137 
     
     R-squared 0.389342     Mean dependent var 0.217115 

Adjusted R-squared 0.332093     S.D. dependent var 1.241097 

S.E. of regression 1.014293     Akaike info criterion 2.970700 
Sum squared resid 32.92131     Schwarz criterion 3.146647 

Log likelihood -49.47261     Hannan-Quinn criter. 3.032110 

Durbin-Watson stat 2.189065    
     
     * p-value incompatible with t-Bounds distribution. 

     

     

F-Bounds Test Null Hypothesis: No levels relationship 
     
     Test Statistic Value Signif. I(0) I(1) 
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F-statistic  2.142417 10%   3.02 3.51 

K 1 5%   3.62 4.16 
  2.5%   4.18 4.79 

  1%   4.94 5.58 
     
     source: Author’s Computation e-view 10.0 

When there is long run relationship, error correction model will be estimated to measure the speed of adjustment 
emanating from the long run equilibrium. The hypotheses of the ARDL error correction state that for error 
correction to exist, the coefficient of the cointegration must be negatively signed and statistically significant. From 
the above result, cointegration equation negatively signed and statistically significant showing that the shock and 
speed of adjustment converges to the long run equilibrium. Then the error will be adjusted in 13 years one month 
and3 weeks showing that insurance penetration will take the above years to return the shocks to equilibrium 
                                                    CONCLUSION AND RECOMMENDATION 
Insurance penetration has a positive and non-significant impact on insurance performance in the short run. Also, 
there is long run relationship existing between insurance penetration and insurance performance in Nigeria. Also 
from the error correction, result reveals that insurance penetration and insurance performance converges to long 
run equilibrium which will take thirteen years to return the departure to equilibrium. Insurance is a business of trust 
and without responsible insurance practices, consumers may not be satisfied with it or trust insurance services and 
this has dire consequences for the industry. With responsible insurance client, one can make better use of insurance 
products having learnt about the benefits. They are more likely to be satisfied and tend to trust insurance more. 
With greater trust, insurance can begin to make positive impact and consumers refer friends and families thereby 
leading to greater acceptance of insurance and thus increase in insurance penetration. 

POLICY IMPLICATION 
It can now be deduced that insurance penetration is not the only indices that determine insurance performance in 
Nigeria, hence other factors that can influence insurance performance are: adequate supervision and regulation, 
creation of insurance awareness, promotion of insurance image, control of various unethical practices, insurance 
education and insurance workers reorientation. With this, insurance performance will be enhanced/                                           

CONTRIBUTION TO KNOWLEDGE 
Most of the work reviewed on insurance dwell on the impact or effects of insurance to economic growth but this 
study deviated to cover insurance penetration and insurance performance using both base line and bound test 
ARDL Also error correction model using ARDL measure the speeds of adjustment in longhorn equilibrium which  
forms the major contribution to knowledge. 
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APPENDIX 1 

        YEAR COUNTRY GDP INSPRE INSPENE INSINC INSEXP INSPFM 

1981 NIG 94.33 234.1 2.48171 240.67  174.70  

1982 NIG 101.01 248.8 2.46312 259.51  189.54  

1983 NIG 110.06 191.8 1.74269 228.63  213.34  

1984 NIG 116.27 205.7 1.76916 237.60  188.05  

1985 NIG 134.59 195.3 1.45107 205.09  196.73  

1986 NIG 134.6 254.2 1.88856 263.69  222.18  

1987 NIG 193.13 406.5 2.10481 419.96  267.92  

1988 NIG 263.29 486.6 1.84815 506.68  357.55  

1989 NIG 382.26 673.1 1.76084 701.76  577.38  

1990 NIG 472.65 1013.7 2.14472 1,048.44  695.12  

1991 NIG 545.67 1296.2 2.37543 1,334.24  957.77  

1992 NIG 875.34 2445.7 2.7941 2,517.90  1,771.52  

1993 NIG 1089.68 4931.9 4.52601 5,901.26  5,975.73  

1994 NIG 1399.7 14519.1 10.373 14,671.68  3,798.88  

1995 NIG 2907.36 13525.1 4.65202 14,587.65  5,365.06  

1996 NIG 4032.3 11091.3 2.75061 13,150.56  5,916.14  

1997 NIG 4189.25 10941.6 2.61183 16,519.02  6,499.40  

1998 NIG 3989.45 11688.3 2.9298 17,846.47  7,174.28  

1999 NIG 4679.28 14587.3 3.11742 14,643.86  5,923.18  

2000 NIG 6713.57 22531.5 3.35611 22,531.46  5,629.52  

2001 NIG 6895.2 28981.3 4.20311 28,981.29  6,110.52  

2002 NIG 7795.76 37765.9 4.84442 37,765.89  6,856.15  

2003 NIG 9913.52 43441.8 4.38208 43,944.68  9,415.20  

2004 NIG 11411.1 50100.8 4.39054 50,495.91  12,084.04  

2005 NIG 14610.9 67465.6 4.61749 67,746.31  12,402.40  

2006 NIG 18564.6 81583.8 4.39459 82,361.89  76,276.11  

2007 NIG 20657.3 89104.9 4.31348 105,379.28  25,133.24  

2008 NIG 24296.3 126470 5.20533 157,206.02  37,412.55  

2009 NIG 24794.2 153127 6.17591 189,960.45  61,969.15  

2010 NIG 54612.3 157127 2.87715 200,375.98  53,815.35  

2011 NIG 62980.4 175757 2.79066 233,752.88  60,204.76  

2012 NIG 71713.9 175757 2.4508 233,752.88  60,204.76  

2013 NIG 80092.6 175757 2.19442 233,752.88  60,204.76  

2014 NIG 89043.6 175757 1.97383 233,752.88  60,204.76  

2015 NIG 94145 175757 1.86687 233,752.88  60,204.76  

2016 NIG 99162.3 175757 1.77242 233,752.88  60,204.76  

2017 NIG 113712 175757 1.55456 233,752.88  60,204.76  
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2018 NIG 127763 175757 13,756 233,752.88  60,204.76  

2019 NIG 94145 175757 1.86687 233,752.88  60,204.76  

2020 NIG 99162.3 175757 1.77242 233,752.88  60,204.76  

2021 NIG 113712 175757 1.55456 233,752.88  60,204.76  

2022 NIG 127763 175757 13,756 233,752.88  60,204.76  

2022 NIG 113712 175757 1.55456 233,752.88  60,204.76  

2024 NIG 127763 175757 13,756 233,752.88  60,204.76  

SOURCES; CBN STATISTICAL BULLETTIN,2024. 
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