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Abstract

Takaful insurance, an Islamic-based cooperative insurance system that operates on the principles
of mutual risk-sharing and Shariah compliance, offers an alternative to conventional insurance,
especially for the nation’s Muslim population. This study examined investment decisions and
performance of Islamic insurance industry in Nigeria (a case study of Noor Takaful insurance
limited Nigeria)

The study adopted an Ex-post facto research design. The population of the study are customers
of NOOR Takaful Insurance company, Lagos. A total number of 400 respondents were selected
as the sample size for this study using Taro Yamane formula. A research questionnaire was
developed as research instrument for data collection. The study made use of convenience
sampling method. The data collected was analyzed using Statistical Package for Social
Sciences (SPSS) version 25.0. Findings revealed that investment decision significantly
influenced performance of Islamic insurance industry in Nigeria [(R2 = .062; F (1,399) = 26.095;
p < .05)]. Accounting for about 6.2% of the variance observable in performance of Islamic
insurance industry. Also, public awareness significantly influenced growth of Islamic Insurance
companies [(R2 = .029; F (1,399) = 11.855; p < .05)]. Furthermore, a significant moderating
effect of religion on the interaction between investment decision and performance of Islamic
Insurance was established with p-value = 0.031.

The study recommends the need to increase awareness and understanding of Islamic insurance
products among consumers and stakeholders through targeted marketing and educational
campaigns.

Keywords: Insurance, Investment Decision, Performance, Shariah, Takaful,

Word Count: 242
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Chapter One

Introduction

1.1 Background to the Study

Performance is a particular result obtained in management, economics, marketing, etc. that

expresses elements of competitiveness, efficiency, and effectiveness of the organization and its

procedural and structural components. Research suggests that firm performance is a

comprehensive concept that encompasses various aspects, including competitiveness,

efficiency, and effectiveness in management, economics, and marketing1. It is a multifaceted

measure that can be evaluated through market-based and accounting-based metrics. A firm that

excels in performance can yield sustained profits, stimulate job creation, and boost individual

incomes. Moreover, high performance can lead to increased employee benefits, improved

production quality, and enhanced customer satisfaction, underscoring the importance of

performance measurement in achieving these outcomes. Every firm is concerned with how well

it performs, and excellent performance not only increases the company’s market value but also

adds to the industry’s long-term development, that contributes to the general prosperity and

advancement of the economy.

Financial performance means the degree to which financial goals are been attained and the

practice of measuring the results of a firm's policies and operations in monetary terms. It is

used to measure firm's overall financial health over a given period of time and can also be used

to make comparisons of similar firms across the same industry or to compare industries or units

in general2. Financial performance gauges the success of a company in achieving its objectives,

measured by evaluating the financial outcomes of its strategies and operations3. It assesses a

firm's financial health over time and enables comparisons with industry peers. A key aspect of

financial performance is profitability, which examines a company's efficiency in generating

earnings and returns on assets and equity4. Common metrics for financial performance include
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Return on Assets (ROA) and Return on Equity (ROE). These metrics provide crucial

information for stakeholders, including managers, investors, and analysts, to inform decisions

on dividend payments, management effectiveness, and strategic evaluations5.

Financial stability is crucial for organizations as it ensures they have adequate funds to deliver

quality services, optimize their service potential, meet short-term obligations, and maintain a

good credit reputation6. As a result, financial performance has become a vital concern that

draws attention from various stakeholders, including researchers, managers, government, and

the public. To assess profitability, key performance indicators such as Gross Margin, Operating

Margin, Return on Assets, Return on Equity, and Return on Capital Employed are commonly

used. A firm's performance has become a pressing concern among shareholders, as financial

performance serves as a key indicator of how effectively investors' wealth is being managed to

generate returns on their investments. Investors are not only concerned with the day-to-day

operations of the business, but also with the financial returns on their investments, as their

primary goal is to maximize their investment7,8. The primary goal of shareholders is to

maximize their wealth, which is typically reflected in the value of their shares, with the

ultimate objective of seeing an increase in the share price9.

Financial performance, in the context of macroeconomics, serves as a barometer of a firm's

efficiency in allocating scarce resources. Strong financial performance indicates a healthy

economy, which can, in turn, bolster investor confidence. The insurance sector plays a crucial

role in any economy by managing risk and providing financial protection10. Insurance

companies serve as a vital source of long-term savings, providing funds for projects with

extended maturity periods10. The insurance sphere is an essential part of any economy and

financial system. Its primary function is to manage the risks of both ordinary persons and

institutional11. Insurance firms are the pillar of every nation’s risk management program

because they provide financial security, and open the door to long-term funding for
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infrastructure development projects. Similarly, these firms are playing a pertinent responsibility

assisting to bear risk, by creating jobs, generating tax income for the state, and providing

chances for investors and investment management services (bonds and stocks)12. It is not

unexpected that the insurance business is carefully regulated and watched because insurance

performs an important function in society. In each jurisdiction, insurance companies engage in

a variety of actions to ensure that insurance consumers have access to insurance, that insurers

and their agents treat them fairly, and that insurance businesses are financially viable. Globally,

institutional stakeholders like insurers, pension trusts, and sovereign wealth funds manage over

USD 80 trillion in assets, offering a significant potential source of funding for long-term

projects13. The insurance industry has played a significant role in reducing the outflow of

resources from Nigeria, maintaining a balanced payment system, and fostering the development

of the capital market14. The primary function of insurance firms involves providing

compensation to those who experience unexpected losses, benefiting numerous stakeholders

through this mechanism. Insurance primarily serves to mitigate potential losses for individuals

and businesses, encompassing financial setbacks, diminished buying power, and reduced access

to vital social services15. The individual gains a sense of security, knowing that acquiring an

insurance product acts as a protective barrier against potential misfortunes. This compensation

not only alleviates the financial burdens of the affected parties but also aids in making

investments, ultimately contributing to the nation’s development across various businesses,

regardless of their scale16. It serves as a major institutional investor in the capital market,

offering a means to raise funds for both the public and private sectors of the economy. In

today’s interconnected global economy, the insurance sector plays a crucial role in risk

management, safeguarding individuals, businesses, and society against potential financial

losses. Insurance plays a crucial role in driving economic growth by serving as a financial

intermediary. It enables businesses to operate efficiently by mitigating risks and uncertainties17.
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Insurance significantly contributes to economic growth, resource allocation, and cost reduction,

while also facilitating liquidity, investment promotion, and loss distribution. Additionally, it

plays a crucial role in the national economy through risk management and tax payments. The

insurance industry is a key player in Nigeria's risk management framework, providing financial

security and supporting financial intermediation. Furthermore, it offers a stable source of long-

term capital for infrastructure development.

In Nigeria, the insurance industry is a vital sector that contributes significantly to the country's

economy18. By providing a safety net, insurance helps prevent adverse outcomes and supports

business continuity. Furthermore, insurance premiums contribute substantially to the capital

market, generating large funds that can be channeled into financing economic activities,

thereby promoting economic growth. The significance of insurance in the non-banking sector

cannot be overstated, given its role in providing additional capital for economic development.

The Nigerian insurance industry serves as a vital safeguard for businesses across various

sectors, protecting their economic interests. The sector has experienced significant growth, with

the number of registered insurance companies increasing from 57 in 2020 to 67 in 202318. This

growth encompasses a diverse range of insurance types, including life, general, composite,

reinsurance, Takaful, and micro-insurance. Under the regulatory oversight of the National

Insurance Commission (NAICOM), these insurance entities play a critical role in managing

risks and ensuring financial stability for individuals and organizations19. The Nigerian

insurance market, which generated a substantial turnover of $1.619 billion in 2022, caters to a

wide range of needs through its various segments, including life, non-life, takaful, and micro-

insurance18. The sector is poised for significant growth, with life insurance expected to

dominate the market, reaching a 48.3% share by 202720. With Nigeria's robust economic

indicators, including a GDP of $440.83 billion and a large population of 213.4 million, the
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importance of effective risk management strategies, led by insurance, cannot be overstated,

particularly in critical sectors like manufacturing, to support business growth and stability21.

Various factors, including socioeconomic, psychological, cultural, marketing, and regulatory

frameworks, influence people’s utilization of insurance services and their perceptions, emotions,

and behaviours towards insurance-related products or services. Insurance serves as a lens

through which individuals perceive and respond to insurance services22. The establishment of a

well-structured insurance sector and the efforts of its participants have significantly contributed

to the promotion of insurance awareness among businesses, households, and individuals. This

cultural shift has resulted in decreased risk levels, fostering confidence among enterprises and

individuals and consequently stimulating economic growth. It was discovered that the

effectiveness with which insurance companies perform the role of financial intermediation has

influence on the economy at large23. It is well known that insurance businesses offer distinctive

financial services that contribute to the expansion and improvement of every economy and

primarily engage in activities that have a big impact on risk transfer, boosting private

investment, generating jobs, and funding various development works14. With the only purpose

of boosting shareholders’ wealth, insurance businesses are under tremendous pressure to raise

performance, profitability, customer satisfaction, shareholder’s returns, and client base. The

profit insurance companies make are often used to gauge their performance because it is

correlated with elements including the capital structure, loss ratio, company’s size, investment

ratio, increase in written insurance premiums, management effectiveness and asset quality. The

political and institutional settings have a significant impact on how well insurance businesses

succeed. For insurers to survive and become profitable, business development has become a

crucial strategy.

The regulatory structure overseeing the insurance sector in Nigeria has experienced ongoing

modifications due to the growth of the social security system and government participation in
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offering private insurance services. Despite the optimistic prospects for the Nigerian insurance

industry, obstacles remain in terms of the adoption of insurance products or services,

particularly concerning the marketing system (promotional mix) and the cultural attitudes of the

market. These factors have a significant impact on the consumption of insurance products24.

The challenges faced by the insurance industry in Nigeria are further intensified by the attitudes

and cultural perspectives of Nigerians towards insurance products and services. The low

insurance penetration levels have had an adverse impact on the demand for insurance and the

overall value of insurable assets24. Additionally, the adoption of insurance services is

influenced by a variety of cultural attitudes and beliefs, which play a crucial role in shaping

individuals’ inclination to interact with insurance products.

In Nigeria, insurance firms face significant challenges, including low public awareness and

declining trust, which have negatively impacted their performance11. The Nigerian insurance

sector is characterized by low levels of patronage which can be attributed to various factors, as

a significant number of Nigerians are either unaware of or neglect the potential of insurance

products in mitigating their financial risks25. Limited awareness regarding the functions of

insurance products further contributes to this situation. It was reported that several Nigerian

insurance firms have been underperforming for a long time, leading to a failure to pay

dividends to shareholders20. Effective risk management through insurance is crucial for

protecting businesses from various operational risks that can severely impact their profitability

and efficiency26. For example, market demand volatility can lead to inventory mismanagement,

causing production delays and increased costs27. Furthermore, supply chain disruptions, such as

transportation delays, raw material shortages, or supplier issues, can bring production to a

grinding halt, resulting in lost sales, customer dissatisfaction, and reputational damage25.

Insurance helps mitigate these risks, ensuring business continuity and stability.
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An investment decision is the choice to allocate funds to a specific type of investment in order

to produce profits within a specific time frame. Investment decisions are directly tied to the

procedure of selecting a kind of investment from a variety of available possibilities that is

thought to be more profitable. There are various steps to the decision-making procedure in the

consumer decision model, including recognition of need, information search,

alternative assessment, decision to purchase, consumption, post-consumption assessment and

divestment. Financial decision-making has strong recognition as one of the crucial elements

that affects one's capacity to manage finances and overall financial well-being. As a result, one

of the key concerns for both personal and societal development involves recognizing variables

that are strongly related to financial decisions. Investment can be defined as the process

through which a person sets aside present financial resources to be used for the consumption of

investment products in the future28. Banks, Fixed Deposits, Government Bonds, Stock Market,

Real Estate, Gold, and Mutual Funds are just a few of the investing alternatives available. As a

result, choosing where to put his money presented a challenge to the average investor. Being

able to understand financial matters, income level, safety, an organization's liquidity, risk,

dividends paid, share price, and several additional factors all play a role in these decisions. Due

to the fact the funds invested in financial assets is transferred via financial intermediaries to

finance investments by both individuals and businesses, investment is understood to have a

positive effect on the economy as a whole. Religion, societal organization, and the rule of law

are all closely related28. This is particularly true in a significant number of economies that are

still developing. Therefore, it should be expected that financial systems based on religion

would eventually emerge. Muslims in the Middle East formally institutionalized Islamic

finance practices from the beginning of the 1970s. The basic principles of the Islamic financial

system are drawn from the Holy Quran and the Hadith, or sayings of the Prophet Muhammad.

The Shariah concept, which forbids gambling (maysir), interest (riba), and uncertainty (gharar),
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is the foundation for all banking and financial activity in Islamic banking and financial

organizations. At that time, they applied actual financial practices to the 1,400-year-old Islamic

teachings28.Giving people access to financial services that would not interfere with their

religious views was the first goal. In more than 53 developing nations today, Islamic finance is

a crucial part of the economic and financial systems29.

Additionally, it made strides into countries with Muslim-minority population, including Sri

Lanka, Thailand, Luxembourg, Ireland, and the United Kingdom. The system's assets were

worth more than $2 trillion in total in 201829. The Islamic principles collectively referred to as

"Sharia" include rules for regulating financial and commercial activities in addition to religious

ceremonies and daily activities3. It actively encourages the facilitation of asset-backed

monetary transactions while explicitly prohibiting the issue of new debt. Because charging

interest would hurt the borrower, who is financially weak, it bans interest from being charged30.

Transactions that entail speculation, a great deal of ambiguity, and business deals with little to

no relationship to the real economy are also prohibited31. Alcohol, pornography, and gambling

are not allowed to be sold since the Sharia considers such activities to be harmful to both

individuals and the community as a whole. The restrictions according to the system's advocates,

might be a solution to the issues brought on by the financial sector's liberalization32. To put it

another way, reinstating values into the financial system and economy encourages public

morality and social responsibility, both of which increase living quality and promote economic

growth.

Additionally, it emphasizes the value of diligence and ethical corporate practices rather than the

commoditization of all financial and commercial activities6. Based on some bodies of research,

religion gives economics a moral dimension because it may serve as a "internal moral

enforcement mechanism,29, 32,,33. It is true that lending institutions make money off of interest-
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bearing loans, which are prohibited in Islamic finance34. Despite this, as (nearly) all financial

and economic crises have shown, they have not been profitable in terms of the socioeconomic

environment29.

Most academic studies believe that credit bubbles and speculation together played a role in the

Great Depression, the global collapse of subprime mortgages, the Asian financial crisis of 1997,

and the Greek debt crisis29.The Shariah, sometimes referred to as Islamic law, opposes the

payment of interest and supports a fair allocation of risk and reward35,36. Islamic finance, which

abides by this law, is built on this. The industry has received praise from many Islamic scholars

and investors for upholding the Shariah's principles, and they have made significant

investments in it.

Nevertheless, numerous Western observers view the tools utilized by the Islamic banking

sector as nothing more than masks by which interest can be covered up and referred to as other

things, like profit or markup. Some academics have questioned whether Islamic finance is only

a substitute for traditional finance or whether it constitutes the most advanced generation of

finance. This is why some researchers believe that the Islamic financial system offers a chance

for diversity while still having the capacity to assist conventional forms of financing36.Other

scholars believe that in order to solicit the financial support of believers, practitioners gave the

conventional financial system a religious label37.The older research on Islamic finance focuses

on the analysis of Islamic scripture and the issue of whether or not such rules can actually be

applied in practice27,37. In order to validate earlier narrative-based conclusions, there is now

increased focus placed on an empirical assessment of the system after more than 25 years of

official operation. The Arabic word "kafala," which means "mutual guarantee," is where the

name "takaful" originates38. The "Aquila" system, in which tribes agreed to recompense one

another in the event of loss, was initially put into practice in Mecca and Medina39. This served

as the foundation for Islamic insurance history. In takaful, participants provide a one-time sum
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of money or a recurring amount as a donation that will be used by other participants to pay for

particular kinds of losses or damage. Takaful is a type of insurance policy or an alternate

method of managing financial risk. According to another definition, takaful is a mutual

assurance between a set of people who undertake a risk and agree to contribute a set sum that

will be used to pay participants' compensation in a situation where they suffer harm or in

danger38. Members of a structural structure referred to as takaful pool their funds and reinvest

them in accordance with Islamic Sharia law40. The definition of takaful that is regarded as

being the most authoritative is found in the Malaysian Takaful Act of 198438.

Takaful is known as "a structure based on brotherhood, solidarity, and mutual-assistance that

offers financial assistance in the event of a disaster or loss to indemnify the accused, whereby

all participants agree to contribute equally40." This is considered the most authoritative

definition of takaful. After its establishment in 1979, the Islamic Insurance Company Ltd. of

Sudan became the first company to offer takaful services41. It was emphasized on the idea that

the Takaful mechanism is totally dependent on mutual construction. The risk element is moved

from the policyholder to the insurance firm in traditional insurance.

Takaful, on the other hand, shares the risk element between policyholders and the Takaful

operator42. Contributions from policyholders are pooled and invested in a wide range of Sharia-

compliant plans. Profits from such investments are subsequently reinvested back into the pool.

Finally, if a member suffers a loss, the pool will compensate them in the form of

indemnification38. Sharia law serves as the legal underpinning for the Takaful system.

According to research, Sharia is the holy decree of God. As opposed to Islamic law known as

"Fiqh," which is a body of regulations and laws, Sharia is a body of regulations and laws that is

based on the Quran, the Sunnah, analogical reasoning known as "Qiyas," and judicial

consensus known as "Ijma”38. The Takaful system must adhere to Sharia law and cannot

contravene any of the terms43. The takaful market is expanding significantly on a global basis.
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By the end of 2014, donations to Takaful had amassed to a total of $14 billion44. Additionally,

it had reached $17 billion19 by the end of 2017. The majority of the Takaful market is based in

the Gulf Cooperation Council region, which comprises Saudi Arabia, Kuwait, Qatar, Bahrain,

and Oman. Additionally, its volume is increasing in the South Asian region38,45. Saudi Arabia

now holds the top slot, with Malaysia in second place. When compared to the traditional

insurance business, the rate of Takaful penetration on the worldwide market is quite low.

Furthermore, there is a market that has not been completely tapped, notably in Muslim-majority

countries46.To achieve its goal of having a successful economy, Nigeria must first build and

maintain a strong financial system. As a result, the insurance business went through the

recapitalization process in 2007, with the goal of restructuring the industry to attain higher

levels of productivity and efficacy46. Takaful is an essential component of the Islamic financial

system, hence incorporating it into its future development is a critical step that must be taken.

The Central Bank of Nigeria (CBN) became aware of the widespread problem of severe

financial exclusion in Nigeria in 2012, notably in the Muslim-dominated Northern area. In

response, the CBN created the National Financial Inclusion Strategy as a road map for

dramatically boosting access to and utilization of financial services by 202047.

As a result, the National Insurance Commission of Nigeria (NAICOM) established Takaful-

Insurance operational guidelines in 2013. These rules are meant to enable Takaful company

growth and improve access to financial services47.Given the multiple prospects available, the

expansion of takaful businesses in Nigeria has not been as big as one may have expected.

Despite a sizable population, legal mechanisms for mandatory insurance in a range of product

categories, and substantial financial exclusion in largely Muslim regions, the feasibility of

Takaful has not been realized in practice48. As the bulk of policyholders are business clients

and only certain retail consumers subscribe to mandated insurance goods, the current market

trend displays an apparent dislike for insurance products. This shows a clear disregard for
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insurance products. Despite the fact that multiple indices indicate to Nigeria as a promising

insurance market, the sector's tremendous potential remains largely untapped, with insurance

density (insurance premiums as a percentage of GDP) hovering around 0.225 percent in 201548.

Similarly, the nation's gross written premiums in 2015 were worth less than 1% of GDP, with

the South West area, specifically Lagos, accounting for the lion's share. This excluded the

Muslim-majority northern region, which has almost no insurance services48. Takaful surgery,

which was introduced in the country in 2004, should not be in its infancy after more than a

decade. Conventional insurance and Takaful, often known as Islamic insurance, are the two

main policy types offered by Nigeria's small number of insurance companies44. Shariah law

prohibits conventional insurance for a variety of reasons, one of which is the inclusion of

Gharar (uncertainty) in an insurance contract44. Insurance contracts, according to Shariah

experts, are laden with uncertainty, but a businessperson is not permitted to provide a product

or service that does not exist. Furthermore, it provides insurance coverage with a fixed

premium against losses that may or may not materialize in the future. None of the parties are

certain whether or not this loss will occur, let alone how much it will cost. Even the precise

time of the loss is unclear to both parties concerned. Because of all of these varied aspects,

insurance policies become confusing and, as a result, Shariah deems them improper49. Takaful,

also known as Islamic insurance, on the other hand, is a system organized according to the

principle50. Maysir's involvement is the second factor that contributes to traditional insurance

being classified as "gambling" in Islam50. For instance, the policyholder may be required to pay

an extremely low premium in order to be eligible for a substantial payout in the not-too-distant

future. If this does not occur, he will not be compensated, and the corporation will retain his

premium payment. Conversely, no idea of forfeiture exists in Islamic insurance, often known as

takaful49. If there is no loss, the Takaful fund participants have the option of sharing the
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leftover excess, if any persists. The third component of traditional insurance is the amount of

Shariah-forbidden interest (riba) on insurance assets44.

A Takaful corporation is not permitted to invest in interest-bearing instruments such as

Treasury bills, conventional bonds, or any other type of yielding investment. It is required to

make investments in financial vehicles that are in accordance with Shariah44. As a result of

these distinctions, Takaful has emerged among Muslim communities as an alternative to

traditional forms of insurance44,51.

Even though Takaful only accounts for a relatively insignificant portion of the overall

insurance market, its popularity is expanding across Asia and the Middle East44. Insurance

companies must contend with not one, but two significant challenges: adverse selection and

moral hazard. In the context of concealed private information, the term "adverse selection"

refers to the tendency for the party with the higher risk to purchase more coverage than the

party with the lower risk. On the other hand, the concept of moral hazard refers to a shift in an

individual's behaviour that occurs after they have entered into a contract44. Few applicants in

the insurance industry intentionally mislead information when applying for a policy in the hope

that the insurance company will never discover their condition, whereas in the banking industry

concerns associated with moral hazard and adverse selection are more prevalent. Applicants in

the insurance industry are less likely to intentionally mislead information. This pattern of

behaviour is referred to as unfavourable selection44. A moral hazard can also be defined as any

covert actions or unwarranted risks that are taken for the purpose of obtaining additional

insurance benefits.

On the other hand, takaful is an Islamic type of insurance that was established based on the

principles of mutual consent and brotherhood44,52. It is of the utmost importance to investigate

the ways in which religiosity affects the asymmetrical information in takaful. The principles of
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Shariah have a significant impact on Islamic culture. These principles play a role in the

decision-making process when it comes to the acquisition of a policy because they strictly

prohibit deceptions such as lying, fraud, and misrepresentation44. The Shariah forbids

individuals from entering into agreements that are so hazy and open to interpretation. The

impact of an individual's culture and religious beliefs on their behaviour has been the subject of

a great deal of research. The results of research into the effects of culture and religion on

asymmetric information showed that it is less prevalent in religious groups53. Consumers have

the perception that asymmetric information is more prevalent in conventional insurance than in

Takaful44. This is similar to the perceptions that consumers have regarding asymmetric

information, conventional insurance, and Takaful.

1.2 Statement of Problem

It is of the utmost importance to put in place a robust financial system, and this is especially

true for a nation like Nigeria, which is a formidable power on the African continent. The

expansion of takaful as a significant component of Islamic finance continues to be an essential

component as the nation works towards its goal of becoming a significant international

financial centre on the African continent. After more than a decade of existence, Takaful

operations are still in their infancy. This is the case despite the efforts of the government as

well as the enormous potential for such a unique service. Taking into account all of the positive

aspects, Takaful should have been an enormous success in Nigeria; however, this has not been

the case so far. Despite the growing importance of Islamic insurance (Takaful) in Nigeria's

financial sector, there is a dearth of research on the investment decisions and performance of

Takaful operators in the country54. The conventional insurance industry has dominated the

market, leaving Takaful operators with limited market share and underdeveloped investment

strategies.
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The topic of insurance has been the subject of a number of articles, particularly those focusing

on developing nations55. These make use of a wide range of procedures and methods, such as

surveys of households, randomised controlled trials, and interviews. However, there has not

been a lot of research done on takaful, and the studies that have been done do not differentiate

between the demand for takaful and trust in takaful56. Also, religious beliefs play a significant

role in influencing individuals' financial decisions, particularly in the context of Islamic finance.

Understanding how religious beliefs and ethical considerations influence investors' attitudes

towards Islamic finance products is essential for Noor Takaful Insurance Limited to tailor their

offerings effectively. This has an effect on the decision that investors make regarding whether

or not to adopt Islamic financial products like Noor takaful, especially in Ibadan, Nigeria. An

empirical investigation of the demand for takaful will be carried out as part of this study. As

opposed to insurance, which is associated with the purchase and sale of policies with premiums,

the results of this study are anticipated to contribute novel conceptual insights into the demand

for insurance by examining investment decisions and performance of Islamic insurance

industry in Nigeria. Hence the need for this study.

1.3 Aim and Objectives of the Study

This study aim to examine Investment Decisions and performance of Islamic insurance industry

in Nigeria (A case study of Noor Takaful Insurance Limited Nigeria). The specific objectives

of this research are to

i. determine the extent to which building public awareness of Takaful services has significant

effect on investors and customers Takaful services adoption

ii. investigate how investors satisfaction (Service Quality (SQ) and Relationship Quality (RQ))

affects the performance of Islamic insurance industry in Nigeria.
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iii. assess the impact of investment decisions on performance of Islamic insurance industry in

Nigeria?

iv. evaluate the effect of public trust and confidence reposed on performance of Islamic

insurance industry in Nigeria.

1.4 Research Questions

i. To what extent has building public awareness of Takaful services has significant effected

growth of Islamic insurance industry in Nigeria?

ii. Does investors’ satisfaction (Service Quality (SQ) and Relationship Quality (RQ)) affect

Profitability of Islamic insurance industry in Nigeria?

iii. What is the impact of Religion (Shari’ah perception) on market value of Islamic insurance

industry in Nigeria?

v. To what extent is the effect of public trust and confidence reposed on performance of

Islamic insurance industry in Nigeria?

1.5 Hypotheses

The following null hypotheses are formulated and would be tested at 0.05 level of significance.

They include:

H01: Public awareness of Takaful services has no significant effect on the growth of Islamic

insurance companies
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H02: Investors satisfaction and relationship quality has no significant impact on Profitability of

Islamic Insurance companies

H03: Investment decisions does not significantly influences market value of Islamic Insurance

companies

H04: Religion has no significant moderating effect on the interaction between investment

decision and performance of Islamic Insurance companies.

1.6 Significance of the study

This study will largely address a gap in the existing body of research on the subject of takaful

demand and investors' decisions to adopt Islamic financial products. This will be achieved via

empirical evaluation of the primary indicators of takaful demand as well as trust in takaful, with

a focus on the Nigerian context. Numerous articles have been written regarding insurance,

especially in less developed countries. These employ a variety of procedures and techniques,

such as questionnaires and interviews. On the other hand, few research on takaful have been

conducted, and those that have been conducted either do not address the question of takaful

trust or fail to access investors' judgments regarding the adoption of Islamic financial products.

The fact that this thesis includes an empirical investigation into the topic of how much demand

there is for takaful contributes to the work's significance. As a result, the findings of this study

will make a significant contribution to the existing body of knowledge surrounding Islamic

finance by conducting an analysis of the factors that influence investors' decisions to utilise

Islamic financial products. When compared to the demand for insurance, the uptake of takaful

may be better understood if certain variables, such as religion, are taken into consideration.

This study will also test variables, such as financial literacy, social capital, and financial

inclusion, in order to determine the influence that all of these variables have on the demand for
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takaful as well as trust in takaful. As a result of the fact that these variables have not been

thoroughly investigated in the previous literature, not even in the field of insurance, this study

will make a contribution to the literature by introducing new variables and instruments that

have not been examined in the past, particularly in the context of takaful.

This study has the potential to provide valuable information and basic information that is

required in the process of formulating development, marketing, and product development

strategies to takaful investors, stakeholders, and policymakers who are interested in developing

hybrid and affordable takaful and offering it on the market. In addition, it is anticipated that the

findings of this research will be helpful to those individuals who are responsible for the

formulation of public policies regarding takaful coverage in order to meet the requirements of

low-income populations. In conclusion, this study has the potential to serve as a point of

reference and a roadmap for researchers who are interested in continuing their investigations

along these lines of inquiry. When published, the study would also contribute significantly to

the body of knowledge.

1.7 Scope of the Study

This study strictly covers independent variables such as ‘public awareness’, Satisfaction

Quality (Service Quality (SQ) and Relationship Quality (RQ)), ‘public trust, confidence’

investment decision and dependent variable - ' performance of Islamic insurance. The study

also examines the mediating effect of ‘religion’ as a moderating variable. The geographical

scope covers only Noor Takaful Insurance limited.

1.8 Operational Definitions of Terms

An Investment: This is known as an asset or item acquired with the goal of generating income

or appreciation.

An Investor: This refers to a person who allocates financial capital with the expectation of a

future return (profit) or to gain an advantage (interest)
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Islamic Finance: The Islamic financial system is founded on fundamentals derived from the

Holy Quran and the Prophet Muhammad's practises, known as Hadith. Any banking or

financial activities in Islamic banking and financial institutions are discovered to be based on

the Shariah principle, which prohibits gambling (maysir), interest (riba), and uncertainty

(gharar).

Insurance: It is a financial mechanism that involves the execution of an insurance contract

between an insurer and an insured party. This allows for the management of potential financial

risks. It is also a tool for mitigating the effects of future uncertainty by sharing and distributing

the costs of losses through a pooling and distributing system.

Riba: Means to become larger, to expand, to surpass, to demand more than what was owed, or

to engage in the act of usury. Riba can be broken down into two categories: riba al-nasiah and

riba al-fad.

Sharia: Forbids the creation of new debt categorically and promotes the mediation of asset-

backed financial transactions. It prevents interest from being charged because doing so would

be detrimental to the financially vulnerable party (the borrower).

Takaful: Can be thought of as an alternative form of financial risk management or as a type of

insurance policy and describes it as a mutual guarantee among a group of people who share a

risk and agree to contribute a certain amount that will be used to provide compensation to

participants in the event that they are harmed or endangered.
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Chapter Two

Literature Review

This chapter is on the conceptual review of the study, the various theories used in the study,

related empirical works and gaps of the literatures identified.

2.1 Conceptual Review

2.1.1 Concept of Investment

Traditionally, investment is described as the "commitment of resources to achieve future

benefits." If the investment entails money, it is characterized as a "money commitment to

receive more money later. “An investment can be defined broadly as "the tailoring of the

pattern of expenditures and receipt of resources to optimize the ideal patterns of these flows”1.

The goal of investing in finance is to earn a return on the invested asset. A gain (profit) or loss

realized through the sale of a property or investment, unrealized capital appreciation (or
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depreciation), or investment income such as dividends, interest, or rental income, or a mix of

capital gain and income, may constitute the return. Currency gains or losses owing to changes

in foreign currency exchange rates may also be included in the return. Higher-risk investments

are often expected to yield better returns by investors. When a low-risk investment is made, the

return is usually low as well. In a similar vein high risk carries a significant possibility of loss.

An investment is an object or item purchased with the intention of earning income or increasing

in value2. An increase in the value of an asset over time is referred to as appreciation. An

investment is usually the outlay of some resource today—time, effort, money, or an asset—

with the hope of a bigger payback later than what was first put in. For instance, an investor may

buy a monetary asset now with the expectation that it will give income in the future or that it

will be sold at a better price later for a profit. Any medium or technique used to generate future

income, such as bonds, equities, real estate property, or alternative investments, can be

considered an investment3. Organizational investment activities are the key capital-intensifying

actions done for the benefit of the organization. Numerous long-term assets generated by

investment ventures serve as a foundation for assessing and quantifying an organization's

intrinsic value, most notably through share prices. Organizations are expected to meet their

shareholders' expectations, and they are concerned about the long-term viability of companies4.

Investment is the act of deciding to invest money in an asset or instrument that has a particular

amount of risk and the potential for long-term growth. An insurance manager's definition of

"investment" is converting cash, insurance funds, and reserves into a form of property from

which a return on investment is expected, either immediately or in the future, as part of the

regular course of business. This type of investment focuses on applying funds that are intended

or urgently required for spending or payment of insurance claims and other benefit payments.

On a short or long-term basis, the insurance industry generates cash that must be invested based

on the company's situation and its business classifications. In order to meet the insurer's first
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and most crucial requirement of paying claims as they arise, further investment in the insurance

industry is needed. Because a specific rate of return on its investments was projected while

calculating premiums and the nation's economic growth, the entire revenue of the insurance

company will fall short of what it needs to satisfy its promises if funds are not invested.

2.1.2 Investment iDecision

The idefinition iof iinvestment idecision imaking iin ithis istudy irefers ito ia iprocess iof iusing

ifundamental iand itechnical ianalysis ito imake iinvestment idecisions5. iThe isame ithing iwas ialso

inoted ithat idecision imaking iis ia icomplex iprocess ithat iincludes ian ianalysis iof ivarious

ielements iwith ithe iexisting isteps6. iIn imaking istock iinvestment idecisions, iinvestors ineed ito

icarry iout ian ianalysis iby ipaying iattention ito ifundamental idata. iIn iaddition, ihistorical istock

iprice imovements ican ialso ihelp iinvestors ito iconduct istock ivaluations icalled itechnical

ianalysis. iThe isame ithing iwas istressed ithat ihigh icapability iin iinvesting iis ineeded iby ievery

iinvestor, iespecially iin iterms iof iconnection, iaffection, iand icognitive isuch ias ithe iability ito

ianalyze iinformation iand idata iboth ifinancial iand inon-financial, iexperience iand iknowledge iin

iconducting iinvestment ianalysis7. iNamely ifundamental ior itechnical ianalysis, iinvestor

ipreferences ifor iinvestment ireturn iand irisk, iand iintrospection iof ithe iinvestment iprocess.

iInvestment idecision irefers ito ithe iprocess iof iallocating iresources, itypically imoney, iwith ithe

igoal iof igenerating ifuture ireturns ior ibenefits. iThis idecision-making iprocess iinvolves

ievaluating ivarious iinvestment ioptions iand iselecting ithe ione ithat ialigns iwith ian iindividual's

ior ian iorganization's ifinancial igoals, irisk itolerance, iand itime ihorizon. iWhether iit's ian

iindividual iinvesting iin istocks, ibonds, ireal iestate, ior ia ibusiness iconsidering icapital

iexpenditures, ithe iinvestment idecision iplays ia icrucial irole iin iachieving ifinancial iobjectives.

Investment idecisions imust ibe ibased ion ian iefficient iuse iof imoney. iInvestment ichoices

iaddress ithe iallocation iand iusage iof iresources iand ifunds iin iorder ito imaximize ifuture ireturns8.
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iThe idecision ito imake ian iinvestment iis idependent ion ithe iinvestor's iaim, iability ito ifinance

ithe iinvestment, iand ihow ito ifund ithe iinvestment. iA igood iinvestment ichoice iis ifounded ion

ithe iinformation ithat ifirms igive ito icurrent iand ifuture ishareholders. iAs ia iresult, iexcellent

iinformation iis icritical ito ithe isuccessful iexpansion iof icapital imarkets iand ithe iproductive

ideployment iof ieconomic iresources9. iInvestment iis ithe icommitment iof ipresent ifinances ior

iother iresources iin ithe ihope iof ifuture ireward10.

Major ielements iinvolved iin iinvestment idecisions iinclude:

i. Risk iand iReturn: iThis ifundamental iprinciple istates ithat ihigher ipotential ireturns

iare iusually iassociated iwith ihigher ilevels iof irisk. iInvestors ineed ito iconsider ithe

ibalance ibetween ithe ipotential irewards iof ian iinvestment iand ithe irisk iof ilosing

imoney.

ii. Time iHorizon: iThe ilength iof itime ian iinvestor iplans ito ihold ian iinvestment

iinfluences ithe itypes iof iassets ithey ichoose. iLonger itime ihorizons imay iallow ifor

imore iaggressive iinvestment istrategies, ias ithere iis imore itime ito irecover ifrom

ishort-term imarket ifluctuations.

iii. Diversification: iSpreading iinvestments iacross idifferent iasset iclasses i(stocks,

ibonds, ireal iestate, ietc.) iand iindustries ican ihelp imitigate irisk. iDiversification iaims

ito ireduce ithe iimpact iof ipoor iperformance ifrom iany isingle iinvestment ion ithe

ioverall iportfolio.

iv. Liquidity: iThis irefers ito ihow iquickly ian iinvestment ican ibe iconverted iinto icash

iwithout isignificantly iaffecting iits ivalue. iSome iinvestments, ilike istocks, iare

ihighly iliquid, iwhile iothers, ilike ireal iestate, imight itake ilonger ito isell.

v. Inflation: iThe ipurchasing ipower iof imoney itends ito idecrease iover itime idue ito

iinflation. iInvestment idecisions ineed ito iconsider ipotential iinflation irates iand iseek

iinvestments ithat ihave ithe ipotential ito ioutpace iinflation.
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vi. Investment iGoals: iDifferent iindividuals iand iorganizations ihave ivarious ifinancial

iobjectives, isuch ias iwealth ipreservation, icapital iappreciation, igenerating iincome,

ior iachieving ia ispecific ifinancial imilestone. iInvestment idecisions ishould ialign

iwith ithese igoals.

vii. Financial iMarket iAnalysis: iAnalyzing ifinancial imarkets, ieconomic iindicators, iand

iindustry itrends ihelps iinvestors imake iinformed idecisions. iFactors ilike iinterest

irates, imarket isentiment, iand igeopolitical ievents ican iimpact iinvestment ioutcomes.

viii. Valuation: iFor iinvestments iin iindividual istocks ior ibusinesses, iunderstanding ihow

ito ivalue iassets iis icritical. iThis iinvolves iassessing ifactors ilike iearnings ipotential,

igrowth iprospects, iand ithe icompetitive ilandscape.

ix. Costs iand iFees: iInvestment idecisions ishould iconsider itransaction icosts,

imanagement ifees, iand iother iexpenses iassociated iwith ibuying, iselling, iand

iholding iinvestments. iThese icosts ican iimpact ioverall ireturns.

x. Exit iStrategy: iBefore imaking ian iinvestment, iit's iimportant ito ihave ia iplan ifor

iwhen iand ihow ito iexit ithe iinvestment. iThis icould iinvolve iselling iat ia icertain

iprice ipoint ior iachieving ia ispecific ifinancial igoal.

xi. Market iTiming: iTiming ithe imarket irefers ito itrying ito ibuy iinvestments iat ilow

iprices iand isell ithem iat ihigh iprices. iWhile imarket itiming ican ibe ichallenging iand

irisky, iit's ia iconsideration ifor isome iinvestors.

xii. Risk iTolerance: iEach iinvestor ihas ia iunique ilevel iof irisk itolerance ibased ion itheir

iwillingness iand iability ito ibear imarket ifluctuations. iUnderstanding ione's irisk

itolerance iis icrucial ifor imaking isuitable iinvestment idecisions.

2.1.3 Concept iof iPerformance i

Performance irefers ito ithe iachievement iof idesired ioutcomes, igoals, iand iobjectives iby ian

iorganization, ientity, ior iindividual. iIt iencompasses ithe imeasurement iand ievaluation iof
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iefficiency, ieffectiveness, iand iprogress itowards ispecific itargets, istandards, ior ibenchmarks118.

iPerformance ican ibe iconsidered ithe iextent ito iwhich ian iorganization isucceeds119.

iPerformance iprovides iinformation iabout ithe irelationships ibetween ieconomy iand irealized

ioutput, iefficiency iand ieffective icost, iand ieffectiveness iand iachieved ioutcome118.

iPerformance iin ian iorganization iis ia imetric ithat iassesses ihow isuccessfully ia ibusiness

iaccomplishes iits igoals. iThe ieffectiveness iand iefficiency iwith iwhich ian iorganisation

iachieves iits igoals ican ibe iused ito imeasure iperformance. i

Performance iis ia imulti-based iconstruct, iwhich imeans ithat iorganizations imust ibe iseen ias

iperforming iand icreating ivalue ion imultiple idimensions, isuch ias igrowth, iprofitability, iand

ilegitimacy120. iThis imeans ithat iorganizations iare icontinuously itrading ipositive ioutcomes iin

ione idimension ifor iworse ioutcomes iin ianother iand ithat iit iis imisleading inot ito itake ithese

itradeoffs iinto iaccount iwhen ideveloping ian ioverall imeasure iof iperformance. iFor iexample,

ibefore iconcluding ithat ia idownturn iin iprofitability, ias imeasured iby ireturn ion iinvestment, iis

ia isign iof ideteriorating iorganizational iperformance, iconsideration ishould ibe igiven ito

icontemporaneous isuccess iin iaccumulating inew iresources iin ithe iform iof icapital iraised ifrom

ishareholders. iPerformance icomprises iboth ia ibehavioral iand ioutcome iaspect. iIt iis ia imulti-

dimensional iand idynamic iconcept. iOrganizational iperformance iis ithe iability iof ithe

iorganization ito iattain iits igoals iby iusing iresources iin ian iefficient iand ieffective iway. iAn

ieffective iperformance imanagement iprovides ivaluable iinformation ito ia idecision imake iabout

ipresent icondition iof iperformance iand ithe ideviation ifrom ithe iobjectives. iThis irequires ithe

ialignment iof istrategic iand ioperational iobjectives iand ithe ifirms iset iof iactivities iin iorder ito

imanage iperformance. iSummarily, iperformance iis ithe iaccomplishment iof ia igiven itask

imeasured iagainst ipresent iknown istandards iof iaccuracy, icompleteness, icost iand ispeed. iMany

idiverse istakeholders ican ievaluate ian iorganization's iperformance, ileading ito ivarious

iinterpretations iof iwhat iconstitutes i"successful iperformance.
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Organizational iperformance ican ibe ienhanced iby iinvolving iemployees iin idecision imaking

ithat ican iultimately iincrease itheir icommitment iin ithe iorganizational iwork121. iThey ifurther

istated ithat iorganizations ivalue iemployee icommitment ibecause iit iis itypically ibelieved ito

ireduce iwithdrawal ibehaviour, isuch ias ilateness, iabsenteeism iand ileaving ithe iorganization,

iand ithese ivalues ino idoubt iappear ito ihave ipotentially iserious iconsequences ifor ioverall

iorganizational iperformance. iOrganizations ithat ihave idifficulty iin iretaining iand ireplacing

icompetent iemployees ifind iit ivery ihard ito ioptimize iperformance122. iIt iwas ifurther istated ithat

isecuring icommitted iemployees iwho iare icompetent iand iready ito igive iin itheir ibest iin ithe

ipursuit iof ithe iobjectives iof ithe iorganization iand iequally imaintaining icommitted iemployees

iby ithose iwho ihave ifound ithem ihave ibeen iparts iof ithe iproblems ifacing imost iorganizations

iwith ino iexception ito iinstitutions122.

One iexplanation ifor ilow iperformance iof iinsurance ifirm iin iNigeria iis itheir ifailure ito iextract

icustomer isatisfaction ifactors iand iutilize ithem iin iservice idelivery123.

How ian iorganization iperforms iaids iinstitutions iin ialigning itheir imission iso ithat iit iis

ireflected iin itheir iactivities iand ioperations ias ithey ibuild itheir istrategies iand iprocedures.

iOrganizational iperformance ialso ihelps iin ialigning iwith itheir imission iand ito iintegrate iit iinto

itheir iactivities, iwith iall iemployees ibeing iaware iof ithe iimpact iof iorganizational iperformance.

iThe iefficacy iof ian iorganization ican ibe ievaluated iusing icustomer iviews iof ithose

iorganizations iincluding itheir icustomer isatisfaction, ipeople imanagement, ibusiness ioperations,

ilearning iand igrowth iand irevenue igrowth. iOrganizations igoal ito iachieve ithe idesired ilevel iof

isuccess iwhich iis ireflected iin itheir isocial, icultural, istructural, iand istrategic idecisions iwhich

iare isome iof ithe ifocuses iin ienhancing iperformance. iMany iinsurance icompanies iin iNigeria

irely iheavily ion iinvestment iincome ito ibolster itheir iprofitability. iThe iperformance iof ithe

ifinancial imarkets, iparticularly igovernment isecurities iand ireal iestate, iplays ia isignificant irole

iin ithis.
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The iindustry iis icompetitive, iwith inumerous icompanies ioffering ia ivariety iof iproducts,

iincluding ilife iinsurance, inon-life iinsurance, ihealth iinsurance, iand imicro-insurance. iThe

icompetitive ilandscape idrives iinnovation, iwith icompanies iincreasingly iadopting idigital

iplatforms ito ireach icustomers. iThe iperformance iof iinsurance icompanies iis iclosely itied ito ithe

ibroader ieconomic ienvironment. iEconomic ichallenges isuch ias iinflation, icurrency idevaluation,

iand islow iGDP igrowth ican iaffect ithe iindustry inegatively.

2.1.4 Financial iPerformance

Financial iperformance iis ia imeasure iwithin ia icompany ito iassess ithe ilevel iof isuccess iof ia

icompany's iprofits. iThus, imeasuring ifinancial iperformance ican ibe idone iby ianalyzing

ifinancial ireports124.

Financial iperformance iis ithe imeasure iof ithe ivariance iof ithe ifinancial istate iof ian

iorganization ior ithe ifinancial ioutcomes ithat iresults ifrom imanagement idecisions iand ithe

iimplementation iof ithose idecisions iby ithe imanagement iof ithe iorganisation, iarguing ithat ithe

ioutcomes iare inot iuniversal ibut ithat ithe iselection iof ithe imeasures ithat irepresent iperformance

iof ia iparticular iorganization iis idone ibased iupon ithe isituation iof ithe iorganisation ibeing

irated125. iFinancial iperformance ireflects ithe idegree ito iwhich ifinancial iobjectives iare ibeing ior

ihas ibeen iachieved iduring ia iparticular iperiod iof itime iand iform ithe iprocess iof iaccessing ithe

iachievements iof ia ifirm's ipolicies iand iactivities iin ifinancial iterms. iFinancial iperformance

iassessment iis iemployed ito ievaluate ifirm's itotal ifinancial isustainability iover ia igiven iperiod

iof itime iand iit ican ialso ibe iused ito icompare iand icontrast isimilar ifirms iacross ithe isame

iindustry ior ito icompare iindustries ior isectors iin iaggregation. iThere iare ithree iratios ithat iare

itypically iused ito imeasure ithe iFinancial iPerformance iof ibanks iin iempirical istudies, ithese iare

ireturn ion iassets i(ROA), ireturn ion iequity i(ROE) iand inet iinterest imargin i(NIM)126. iThe

iReturn ion iAssets i(ROA) iis ithe isimplest imeasure iof ibank ifinancial iperformance iusing
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iprofitability iexplaining ifurther ithat iROA ireflects ithe icapability iof ia ibank ito igenerate iprofits

ifrom iits iasset imanagement ifunctions iReturn ion iasset iis ithe imost ifrequently iused iratio ifor

ievaluation iof ibank iprofitability127. iReturn ion iAssets i(ROA) ias ia ifinancial iratio ithat ireveals

ithe irate iof iprofit ian iorganization iearns iin irelation ito iits ioverall iresources127. iROA iis ian

iindicator iof ihow ilucrative ia ibusiness ientity iis, iin irelation ito iits itotal iassets.

Interest irate irefers ito ilending irate ias ithe iprice ipaid ifor ithe iuse iof imoney iexplaining ithat, iit

iis ithe iopportunity icost iof iborrowing imoney ifrom ia ilender ito ifinance iinvestment iproject124.

iInterest irate ican ialso ibe iseen ias ithe ireturn ibeing ipaid ito ithe iprovider iof ifinancial iresources,

ifor iforgoing ithe ifund ifor ifuture iconsumption iand iis iusually iexpressed iin ipercentage. iBanks

ibenefit ifrom irising iinterest irates iin inormal ieconomic iconditions iexplaining ithat ithe

iprofitability iof ibanks iimproves isince irising iinterest irates itend ito iincrease ithe ispread

ibetween ithe isaving iand ithe iborrowing irates.

2.1.5 Financial iIndustry iPerformance iIndicators

There iare ivaried iindicators iof ithe ilevel iof ifinancial iindustry iperformance. iSeveral iauthors

ihave iadopted idifferent itraditional iand inon-traditional iindicators isuch ias isize, iprofitability,

iassets ietc

i. Size i/ iLiquid iLiabilities

Some iworks iadopted ithe isize iof ithe iformal ifinancial isector irelative ito ieconomic iactivity, ito

imeasure ifinancial isector idevelopment. iThe iusers iof ithis imeasure iof ifinancial idevelopment

ihypothesize ithat ithe isize iof ifinancial iintermediaries iis ipositively irelated ito ithe iprovision iof

ifinancial iservices128. iThe iconcept iof ifinancial isector idevelopment iis ialso ireferred ito ias

ifinancial idepth. iOne imeasure iof ifinancial idepth iequals ithe iratio iof iliquid iliabilities iof ithe

ifinancial isystem ito iGDP. iLiquid iliabilities iof ithe ibanking isystem iis ia ikey iindicator iof
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ifinancial idepth129. iHowever, inotes ithat iresearchers iare ishifting ifrom inarrower imonetary

imeasures i(M1 iand iM2) ito ibroader idefinitions, isuch ias iM3, iwhich iis igenerally ireferred ito ias

ithe iliquid iliabilities iof ithe ibanking isystem129. i

ii. Profitability i/ iEfficiency i

Two imeasure iof ibank iperformance ihad ibeen iconsidered iin istudies130: iBank iprofitability

i(measured ias iprofits, idivided iby iassets) iand iBank iInterest iMargin i(measured ias inet iinterest

iincome idivided iby iassets. iBank iinterest imargin iequals i(pre-tax) iprofits iplus ibank ioperating

icost, iplus iloan iloss iprovisioning i(and iminus inon-interest iincome). iProfitability iis ialso ivery

iimportant ifor ithe iproper ifunctioning iof ifirms iin ithe ireal isector iof ithe ieconomy. iProfitability

iis icrucial ifor ithe icontinuity iof ibusiness. iBank iprofitability iis iof iinterest ito iexternal iparties

isuch ias iregulators, ishareholders, itax iauthorities, iaccounting istandard isetters, ifinancial

ieconomists, ibanking iacademics, ithe ipublic iand iinvestor ianalysts132. iProfitable ibanks ican

iperform itheir ifinancial iintermediation ifunction ieffectively iby iallocating icredit ito ieconomic

iagents iwho iundertake iproduction iand iinvestment iactivities ithat icontribute ito ihigher

ieconomic ioutput131. iBank iprofitability iand ibank iinterest imargins ican ibe iseen ias iindicators

iof ithe i(in) iefficiency iof ithe ibanking isystem, ias ithey idrive ia iwedge ibetween ithe iinterest irate

ireceived iby isavers ion itheir ideposits iand ithe iinterest ipaid iby ilenders ion itheir iloans”.

iConsequently, ithese ivariables iwill iaffect ithe icost iof ibank ifinance ifor ifirms, ithe irange iof

iinvestment iprojects ithey ifind iprofitable iand ithus, ieconomic igrowth. iTo imeasure ithe

iprofitability iof icommercial ibanks ithere iare ivariety iof iratios iused iof iwhich iReturn ion iAsset,

iReturn ion iEquity iand iNet iInterest iMargin iare ithe imajor iones132.

a. Return ion iEquity i(ROE)

ROE iis ia ifinancial iratio ithat irefers ito ihow imuch iprofit ia icompany iearned icompared ito ithe

itotal iamount iof ishareholder iequity iinvested ior ifound ion ithe ibalance isheet. iROE iis iwhat ithe
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ishareholders ilook iin ireturn ifor itheir iinvestment. iA ibusiness ithat ihas ia ihigh ireturn ion iequity

iis imore ilikely ito ibe ione ithat iis icapable iof igenerating icash iinternally. iThus, ithe ihigher ithe

iROE ithe ibetter ithe icompany iis iin iterms iof iprofit igeneration. iAlso, iROE iis ithe iratio iof iNet

iIncome iafter iTaxes idivided iby iTotal iEquity iCapital133. iIt irepresents ithe irate iof ireturn

iearned ion ithe ifunds iinvested iin ithe ibank iby iits istockholders. iReturn ion iEquity i(ROE) iis ia

ifinancial imeasure ithat idetermines ithe iextent iof iefficiency ithe imanagement iof ia ibank iadopts

iin iusing ithe ishareholders’ ifunds iin itheir idisposal. iROE iis ione iof ithe imetrics iused iin

imeasuring ithe iprofitability iof iCommercial iBanks iin iNigeria134.In ia ibusiness iventure,

iprofitability ilevel iis iindicated iby ithe iratio iof ireturn ion iequity i(ROE). iSeveral ifactors ican

iaffect ithe ilevel iof iprofitability iof ia ibank isuch ias ifactors ithat ican idetermine ibank

iprofitability, inamely ibank-specific ifactors, iindustry-specific ifactors, iand imacroeconomic

ifactors. iThe ilevel iof ibank iprofitability iis ishown ithrough iefforts ito iachieve inet iprofit iand

iincrease icompany ivalue. iVarious ipolicies iare itaken iby imanagement iin ian ieffort ito iincrease

ithe ivalue iof ithe icompany ithereby iincreasing ithe iprosperity iof iowners iand ishareholders ias

ireflected iin ithe istock iprice135. iROE ireflects ihow ieffectively ia ibank imanagement iis iusing

ishareholders’ ifunds. iThus, iit ican ibe ideduced ifrom ithe iabove istatement ithat ithe ibetter ithe

iROE ithe imore ieffective ithe imanagement iin iutilizing ithe ishareholders icapital.

b. Return ion iAsset i(ROA)

ROA iis ialso ianother imajor iratio ithat iindicates ithe iprofitability iof ia ibank. iIt iis ia iratio iof

iIncome ito iits itotal iasset133. iIt imeasures ithe iability iof ithe ibank imanagement ito igenerate

iincome iby iutilizing icompany iassets iat itheir idisposal. iIn iother iwords, iit ishows ihow

iefficiently ithe iresources iof ithe icompany iare iused ito igenerate ithe iincome. iIt ifurther

iindicates ithe iefficiency iof ithe imanagement iof ia icompany iin igenerating inet iincome ifrom iall

ithe iresources iof ithe iinstitution. iA ihigher iROA ishows ithat ithe icompany iis imore iefficient iin

iusing iits iresources.
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c. iNet iInterest iMargin i(NIM)

NIM iis ia imeasure iof ithe idifference ibetween ithe iinterest iincome igenerated iby ibanks iand ithe

iamount iof iinterest ipaid iout ito itheir ilenders i(for iexample, ideposits), irelative ito ithe iamount

iof itheir i(interest iearning) iassets. iIt iis iusually iexpressed ias ia ipercentage iof iwhat ithe

ifinancial iinstitution iearns ion iloans iin ia ispecific itime iperiod iand iother iassets iminus ithe

iinterest ipaid ion iborrowed ifunds idivided iby ithe iaverage iamount iof ithe iassets ion iwhich iit

iearned iincome iin ithat itime iperiod i(the iaverage iearning iassets). iThe iNIM ivariable iis idefined

ias ithe inet iinterest iincome idivided iby itotal iearnings iassets135.

Net iinterest imargin imeasures ithe igap ibetween ithe iinterest iincome ithe ibank ireceives ion

iloans iand isecurities iand iinterest icost iof iits iborrowed ifunds. iIt ireflects ithe icost iof ibank

iintermediation iservices iand ithe iefficiency iof ithe ibank. iThe ihigher ithe inet iinterest imargin,

ithe ihigher ithe ibank's iprofit iand ithe imore istable ithe ibank iis. iThus, iit iis ione iof ithe ikey

imeasures iof ibank iprofitability. iHowever, ia ihigher inet iinterest imargin icould ireflect iriskier

ilending ipractices iassociated iwith isubstantial iloan iloss iprovisions.

iii. Loans ito iPrivate iSector

A ifinancial isystem ithat isimply ifunnels icredit ito ithe igovernment ior istate iowned ienterprises

imay inot ibe ievaluating imanagers, iselecting iinvestment iprojects, ipooling irisks iand iproviding

ifinancial iservices ito ithe isame idegree ias ifinancial isystems ithat iallocate icredit ito iprivate

isector136. iConsequently, ithey icomputed ithe iproportion iof icredit ito iprivate ienterprises iby ithe

ifinancial isystem ito iaccess iits iimpacts ion ithe ieconomy.

2.1.6 Concept iof iInsurance



37

Insurance iis ia icontractual iagreement ibetween itwo iparties i(the iinsured iand ithe iinsurer)

iwhereby ithe iinsurer iundertakes ito iindemnify ithe iinsured iin ithe ievent iof ia iloss icaused iby

ithe iinsured iperils iin iexchange ifor ia ipremium ipaid iby ithe iinsured, isubject ito ithe icontract

iterms iand iconditions11. iInsurance iis ithe ipooling iof ifortuitous ilosses iby itransferring isuch

irisks ito iinsurers, iwho iagree ito iindemnify iinsureds ifor isuch ilosses, iprovide iother ipecuniary

ibenefits ion itheir ioccurrence, ior irender iservices iconnected iwith ithe irisk12.

Individuals, ihouseholds, iand ibusinesses ican ipurchase iinsurance ipolicies ito imanage irisk

iexposures13. iThe iinsurer iassesses iall irisks iproposed ito iensure ithat ieach iinsured ipays ia

ipremium icommensurate iwith ithe irisk iinsured, isubject ito ithe iinsurance icontract iterms iand

iconditions. iThe iinsurance ibusiness iis isubject ito ithe ilaw iof ilarge inumbers iand ieconomies iof

ilarge iscale14. iInsurers iare icustodians iof ithe iinsurance ipremiums, iwhich iconstitute ia icommon

ipool ior ifunds ifrom iwhich iunfortunate iinsureds' ilosses iwill ibe ipaid. iInsurance icompanies

iinvest ithe ifund iaccumulated ithrough iinsureds ipremiums iin igovernment idebentures iand

istock imarkets, ithereby iincreasing istock iprices ifor iinvestors' ibenefit iand iimproving iNigeria's

ieconomy15. i

2.1.7 i iHistory iof iInsurance iin iNigeria

The ihistory iof iinsurance iin iNigeria idates iback ito ithe icolonial iera iand ihas ievolved iover itime.

iDuring ithe icolonial iperiod, iBritish iinsurance icompanies idominated ithe iinsurance ilandscape

iin iNigeria, iproviding icoverage imainly ifor iexpatriates iand iforeign-owned ibusinesses. iThe

ihistory iof iinsurance iin iNigeria istarted ifar iback iin ithe iprecolonial iera. iInsurance iremains

ione iof ithe imost iprofitable iand irapidly irising iindustries iin iNigeria. iBasically, iit iis ia iservice
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ithat iinvolves ithe iexchange iof irisk ifor ifinancial iobligations icalled ipremiums. iInsurance

iprovides icover ifor iindividuals, ibusinesses, iand icircumstances ibeyond iyour icontrol. iIn i1918,

iRoyal iExchange iAssurance iestablished ithe ifirst iinsurance icompany iin iNigeria, iknown ias

iRoyal iExchange iAssurance i(Nigeria) iLimited. iIt iinitially ifocused ion iproviding ifire

iinsurance. iAfter iNigeria igained iindependence iin i1960, ithere iwas ia ipush ifor ilocal

iparticipation iand iownership iin ithe iinsurance isector. iThe igovernment iintroduced ithe

iInsurance iAct iof i1961, iwhich ilaid ithe ifoundation ifor iregulating ithe iinsurance iindustry iin

iNigeria. iAfter iindependence iin i1960, iNigeria istarted ibeing iin icontrol iof iits iown iinsurance

imarketing, inationalizing ibranches iof ipreviously iowned icolonial ipolicies. iAlso, ias ia iway ito

iprevent icurrency ioutflows iabroad, ithe ifederal igovernment iformed iits iown iinsurance imarkets.

iUNCTAS itook iofficial inote iof ithe iimportance iof iinsurance iand ialso iits irelevance ito inewly

iliberated icountries. iTherefore, ithis iled iit ito ifacilitate ithe iadoption iof iseveral ibills iby ithe

iparliaments iof iAfrican icountries16. iThey imoved ito iformalize iall iinsurance iacts iand irelations.

iBasically, ithe istate imonopoly ion iinsurance iincluded i22 icountries iincluding iNigeria.

In ithe i1970s, ithe iNigerian igovernment iembarked ion ia ipolicy iof inationalization, ileading ito

ithe icreation iof istate-owned iinsurance icompanies. iThe iNational iInsurance iCorporation iof

iNigeria i(NICON) iwas iestablished iin i1973 ias ia istate-owned iinsurer, ifollowed iby iother istate

iinsurance icorporations. iEconomic ireforms iin ithe i1980s iled ito ithe ideregulation iof ithe

iinsurance iindustry, iallowing iprivate iinsurance icompanies ito ioperate ialongside istate-owned

iones. iThe igovernment iinitiated ithe iprocess iof iprivatization iand idivestment ifrom ithe

iinsurance isector16.

The iNational iInsurance iCommission i(NAICOM) iwas iestablished iin i1997 ias ithe iregulatory

ibody ifor ithe iinsurance iindustry iin iNigeria, iwith ia imandate ito ienhance iregulation iand

isupervision. iThe iinsurance isector iunderwent imodernization iefforts, iincluding ithe

iintroduction iof inew iproducts, iincreased itechnological iintegration, iand iefforts ito iboost



39

iinsurance ipenetration. iIn irecent iyears, iefforts ihave ibeen imade ito iincrease iinsurance

iawareness iand ipenetration iamong ithe iNigerian ipopulation. iDigital iplatforms iand iinnovative

idistribution imethods iare ibeing iused ito ireach ia iwider iaudience16. iThe iNigerian iinsurance

iindustry icontinues ito iface ichallenges isuch ias ilow iinsurance iawareness, ifraudulent iactivities,

iand iregulatory icompliance iissues. iHowever, istakeholders iare iworking ito iaddress ithese

ichallenges iand ipromote igrowth.

2.1.8 The iInsurance iSector

The iInsurance isector iis ia imajor icomposite iof ithe ifinancial isystem ianywhere iin ithe iworld

iNigeria iinclusive. iHowever iin iNigeria ithe iInsurance isector iis ilaced iwith ilots iof ipotentials

iand iopportunities iamidst isurmountable ichallenges. iHence ithe iindustry iover ithe iyears ihas

isauntered ifrom ibeing ian iill iperceived isector ito ione ibeginning ito iacquire ia idominant irole

iwithin ithe ipurview iof ithe iFederal iGovernment iof iNigeria’s iVision i202017.

The iNigeria iGovernment ienvisions ian iInsurance iindustry ithat iwill irank iamongst ithe itwenty

ilargest imarkets iin ithe iworld iby ithe iyear i2020 i(though iNigeria iis icurrently iranked i60 iin ithe

iworld). iThe iGovernment ihas ihowever iundertaken isome icertain isteps iand imeasures itowards

iactualizing ithis iobjective, iparticularly ithe istrengthening iof ithe iNigerian iInsurance

iCommission i(NAICOM) iwhich iderives iits iregulatory ipowers ifrom ithe iNational iInsurance

iCommission iAct, i1997 iand ithe iInsurance iAct iof i2003. iSection i86 iof ithe iInsurance iAct

iempowers iNAICOM iamongst iother inumerous ipowers ito ibe iresponsible ifor ithe

iadministration iand ienforcement iof ithe iprovisions iof ithe iAct, ias iwell ias iempowering iit ito

iregister iinsurance icompanies iand ito iincrease ithe iamount iof iminimum ishare icapital

irequirement ias icircumstances imay idemand.

Another iimportant ilegislation ifor ithe iregulation iof ithe iinsurance iindustry iin iNigeria iis ithe

iNigerian iCouncil iof iRegistered iInsurance iBrokers iAct iof i2003, iwhich iestablished ithe
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iNigerian iCouncil iof iRegistered iInsurance iBrokers ias ithe iumbrella iassociation iof iall

iregistered iinsurance ibrokers, iwhich istatutorily iare irequired iby ithe iCouncil ibefore iit ican ibe

ilicensed ito ioperate iby ithe iNational iInsurance iCommission18. iBeing ia ifinancial isector

ioperator, ithe iindustry iis ialso iregulated iby iother ilegislations igoverning ifinancial itransactions

iespecially, ithe iAnti-Money iLaundering iLaws.

In i2016, ithe iNigerian iinsurance isector iinvested ian iestimated iN178 ibillion iin ithe ibanking

iindustry ias iplacements iand ideposits iand iheld itreasury iinstruments iof iover iN270 ibillion19.

iInsurance iplays ian iessential irole iin ieconomic igrowth. iInsurance iis ia irisk itransfer icontract

ibetween ithe iinsured iand ithe iinsurer iwhereby ithe iinsured iundertakes ito iindemnify ithe

iinsured iin iexchange ifor ipremium ipayment iby ithe iinsured. iThe iinsurer imust iindemnify ior

icompensate ithe iinsured ifor ilosses iresulting ifrom ithe iinsured iperils iduring ithe iperiod iof

iinsurance. iInsurance icompanies iact ias icustodians iand imanagers iof ithe iaccumulated

ipremiums ipaid iby ithe iinsureds. iThe iaccumulated iinsurance ipremiums iconstitute iinvestment

iby iinsurance icompanies ito ipromote ieconomic igrowth.

The iinsurance isector ihelps ia ination's ieconomic iactivities iand iprotects ipolicyholders,

iincluding i iindividuals, ihouseholders, iorganisations iand ithe istate. iThe iinsurance iindustry

istimulates ieconomic igrowth iby iinvesting ithe iinsurance ipremiums20. iThe iinsurer iindemnifies

ithe iinsureds iwho isuffered ia iloss ifrom ithe iaccumulated iinsurance ipremiums, isubject ito ithe

icontract iterms.

Insurance iis ivital ito ia ifinancial isystem ibecause iit ihelps iindividuals iand ibusinesses imanage

irisk iand imitigate ithe iconsequences iof iloss. iInsurance iprotects iindividuals, ihouseholds,

icompanies iand iother ientities iagainst iaccidental ilosses icaused iby ithe iinsured iperils, isubject

ito ithe icontract iterms iand iconditions12. iBenefits iof iinsurance iinclude iguaranteed ifinancial

iprotection iagainst iinsured ilosses, ipromoting ilong-term isaving, imobilizing ifunds ito ifinance
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igovernment iprojects ito iensure inational idevelopment, ifacilitating itrade iand icommerce,

ipromoting ifinancial istability ithrough istimulation iof ithe igrowth iof idebt iand iequity imarkets,

iand icontributing ito iGDP iand ieconomic idevelopment12.

Figure 2.1: Core Activities of Insurers

Source177

2.1.9 Development iof iInsurance iin iNigeria

Regulation iof iNigeria iinsurance iindustry ihas ibecome isubstantially iintensified iin ithe ilast itwo

i(2) idecades. iThere iare irisks iof ipotential iabuse, ilow ilevel iawareness, ipoor imarket

ipenetration, ilow ioperating icapital, ias iwell ias ilow icapacity ifor iretention iand iacceptance iof

iforeign irisks, iall iof iwhich iled ito imassive iregulation iof ithe iinsurance isector iof iNigeria
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ifinancial isystem21. iThe ifirst imajor istep iat iregulating ithe iactivities iof iinsurance ibusiness iin

iNigeria ithe icommission iof i1961, iwhich iresulted iin ithe iestablishment iof idepartment iof

iInsurance iin ithe iMinistry iof iTrade iand iwhich iwas ilater itransferred ito ithe iMinistry iof

iFinance.

The ireport ialso iled ito ithe ienactment iof iInsurance iCompanies iAct iof i1961, iwhich icame iinto

ieffect ion i4th iMay, i1967. iBy ithe iprovisions iof ithe iAct, ithe ioffice iof ithe iRegistrar iof

iInsurance iwas icreated ito isupervise iinsurance ipractice. iOther iprovisions iof ithe iAct iincluded

iminimum icapital irequirement iand iother iconditions ifor iregistration, imonitoring, iand icontrol

iof iinsurance ioperation igenerally. iThis iwas ifollowed iby ia iseries iof ilegislation iwhich isought

ito ifurther ithe icause iof iinsurance iregulation iin ithe icountry. iThe ifirst imajor iattempt iat

iregulating iinsurance iin ithe icountry iwas ithe ipromulgation iof ithe iNigerian iInsurance iDecree,

i1976. iThe ibiggest idevelopment iin ithe iNigerian iinsurance iincludes ithe iNational iInsurance

icommission i(NAICOM) iseizing icontrol iof ithe ilargest iinsurer i- iNICON. iNational iInsurance

iCommission i(NAICOM) iis ia irefurbished iinstitution, iestablished iby ithe ipenultimate imilitary

iadministration iin ithe icountry iin i1997. iThe ipower iof iNAICOM iunder ithe iprevailing

ilegislation ifor ithe iindustry iin ithe icountry, ithe iInsurance iAct i2003, iis iclearly icomprehensive.

iSection i86 iof ithe iAct iprovides ithat isubject ito ithe iprovision iof ithe iAct, iNAICOM ishall ibe

iresponsible ifor iadministration iand ienforcement iof ithe iprovisions iof ithe iinsurance iAct.

iCriteria iand istandards ifor iregistration, ipolicy iprovision, irates, iexpenses ilimitations,

ivaluation iof iasset iand iliabilities, iinvestment ifunds, iand ithe iqualifications iof isale

irepresentatives iare iset iby iNAICOM.

The ifirst imajor irecapitalization iprocess iwas iintroduced iby ithe iinsurance iAct i2003. iSection i9

iof ithe iAct iraised ithe iminimum icapital irequirement iby ias imuch ias i650%. iThis

irecapitalization iexercise iwhich iended iin iFebruary i2004, ihowever, istill ileft iover i107

iinsurance ias iwell ias ireinsurance ioperators iin ithe imarket iand iwas iperceived ias inot
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ieffectively iachieving ithe iaim iof idrastically ireducing ithe inumber iof iplayers iin ithe iindustry22.

iSection i9(4) iof ithe iInsurance iAct iprovides ithat iNAICOM imay iincrease ithe iamount iof

iminimum icapital irequirement ifrom itime ito itime. iThe ithen iMinister iof iFinance iannounced ia

inew iminimum icapital iregime iin iSeptember i2005 iwhich iwas ito ibe icomplied iwith iby ithe

iend iof iFebruary i2007. iWhile iprevious iInsurance iAct i2003 ionly irequired inew icapital iof iless

ithan iN i500 imillion i(about i$ i4 imillion); ithe i2005 irecapitalization idirective irequired ia

iminimum iof iN i2 ibillion i(about i$ i15 imillion) ifor ilife iinsurance iand iN i3 ibillion i(about i$ i23

imillion) ifor inon-life ibusiness. iThe i2005 irecapitalization ichanged ithe ilandscape iconsiderably

ias imany icompanies iwere iforced ito imerge iin icompliance iwith ithe ifollow-up idirective iof

iNAICOM ithat ithe irequirements iwere ionly ito ibe imet ithrough imergers iand iacquisitions.

Out iof ithe i104 iinsurance icompanies iand i4 ireinsurance icompanies iin iexistence ibefore ithe

ipronouncement, i49 iinsurance iand i2 ireinsurance icompanies imet ithe inew ilevel iand iwere

icertified iby ithe igovernment iin iNovember i2007. iBased ion ithe inew icapital ibase, iinsurers iare

ito iraise itheir icapital iaccording ito ithe irisks ithey iunderwrite. iThis iis ito ienable iinsurers ito

iconcentrate ion ibusinesses iin iwhich ithey ihave icore icompetence. iThe iregulatory iinstitution,

iNAICOM, iis inot ilooking iat ithe idirection iof ifresh irecapitalization ibut ia irisk-based icapital

iwhich iwill ienable ithe iinsurance icompanies ito irecapitalize iin iaccordance iwith ithe irisks iit iis

itaking. iFor iexample, iif iyou iare ian iinsurance icompany ithat idoes iaviation iand ioil iand igas

iunderwriting, ithen iyou imust ihave ithe iwherewithal ito iabsolve ithose irisks. iIf iyou iare ian

iinsurer ithat idoes imotor iinsurance ialone, iyou ido inot ineed ithe isame icapital.

2.1.10 The iGovernance iFramework iof ithe iInsurance iSector iin iNigeria

A. Regulatory iFramework iin ithe iInsurance iSector.

The iinsurance isector iis igoverned iby itwo iprincipal ilegislations i– ithe iNAICOM iAct i1997 iand

ithe iInsurance iAct i2003. i iIn ithe iintroductory ipart iof ithe ipaper iwe ioutlined ithe ihistorical
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itrajectory iof ilegislation iin ithe isector, istarting ifrom ithe i1961 iAct iand ithe ivarious iother

iregulatory iinterventions i ilargely iunder ithe imilitary iregimes iculminating iin ithe i2003

iInsurance iAct ipassed iby ithe iNational iAssembly.

The iNAICOM iACT i1997

The iAct iestablished ithe isole iregulator iin ithe isector, iwith ia imandate iin iSection i6 iof ithe iAct

i‘to iensure ithe ieffective iadministration, isupervision, iregulation iand icontrol iof iinsurance

ibusiness iin iNigeria’. iThe iact igrants ifurther ipowers ito istipulate irates iof ipremiums,

icommissions iand ito iestablish igeneral istandards ifor ithe iconduct iof iinsurance ibusiness. iThe

iAct iin iSection i8(f) igrants ithe iregulator ithe ipower ito imake ifurther iregulations ifor ithe

ipurpose iof iachieving iits istated iobjectives iand ifor igiving ieffect ito ithe ipowers igranted. iIt

iestablishes iin iSection i62 ithat ithe icommission ishall itake ipolicy iinstructions ifrom ithe

iMinister ishall ibe iduty ibound ito icomply itherewith.

The iInsurance iAct i2003

The iAct iprescribes ithe iclasses iof iinsurance ibusiness iin iNigeria iand iprovides ithe iincreased

iminimum icapital irequirements ifor ieach iclass iof iinsurance ibusiness. iIn iSection i9(4) i iit

igrants ipowers ito iNAICOM ito ifrom itime ito itime iincrease ithe iminimum icapital irequirements

ifor iplayers iin ithe iindustry. iIt imakes iprovision ifor ithe istructure iand ipersonnel iof iInsurance

icompanies iand ialso ifor iother ioperators ilike ibrokers iand icommission iagents. iIn iSection i50,

iit iprovides ifor ithe iplace iof ipaid iup ipremium ias ithe ivalidating ifactor iof ian iinsurance

icontract, iintroducing ithe i‘No iPremium iNo iCover’ iConcept. iIn iSections i64 iand i65, iit imakes

iprovision ifor imandatory iinsurance ifor iBuildings iunder iconstruction iand ipublic ibuildings

irespectively. iIt icreates ioffences ifor idefault iwith ipunishment iof iN250, i000.00 ior ithree iyears

iimprisonment ior iboth. iSimilarly iin iSection i68, iit iprovides ifor imandatory iThird iParty

iLiability iInsurance ifor iuse iof iMotor iVehicles imaking iprovision ifor icover iof inot iless ithan
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iN1, i000,000.00 ifor isuch iliability, iand iin iaddition, iadopts ithe iprovisions iof ithe iMotor

iVehicles i(Third iParty) iInsurance iAct i1950 i. iThe ipunishment ifor idefault iin ithis isection iis ia

ifine ior iN250, i000.00 ior ione iyear iimprisonment ior iboth.

2.1.11 Regulations, iGuidelines, iCirculars iand iMarket iRules

Following ipowers igranted iboth iunder ithe iNAICOM iAct iin iSection i8(f), iand iSection i64 iand

ithe i iprovisions iof iSection i101 iof i ithe iInsurance iAct, iNAICOM ifrom itime ito itime iissues

iregulations, iguidelines iand icirculars ias iits iregulatory iinterventions iin ithe isector. iThe icode

iof icorporate igovernance ifor ithe iinsurance iindustry iis ian iexample iof ia iregulation imade

iunder ithis ipower. iAlso ithe iMarket iConduct iand iBusiness iPractice iGuidelines ifor iInsurance

iInstitutions iin iNigeria iis ianother ikey iindustry iregulation iissued iby iNAICOM iunder ithese

ipowers. iIt icovers iregulations ion itrade ipractices iand iCustomer iTreatment, iclaims iprocessing

iand iprocedures, iand igeneral imarket iconduct.

iA ikey ilegal iissue ito ibe iconsidered iin ithe iissuing iof iregulation iis ithe idoctrine iof icovering

ithe ifield, ito iwit ithat iwhere ithe iprincipal ilegislation ihas imade iexhaustive iprovisions ion ithe

isubject imatter, ia isubsidiary ilegislation icannot iextend ithe iremit iof ithose iprovisions. iThere iis

ihowever isufficient ilegal ilatitude ifor iNAICOM ias ithe iregulator ito itake iinnovative

igroundbreaking isteps ito ireposition ithe iindustry, ideepen iits ipenetration iand idensity, iand

iimprove iits icontribution ito iGDP iand ithe ieconomy iin igeneral. iThe inext isection iwill ilook iat

ithe ikey iregulatory iinterventions iby iNAICOM iin iview iof isome iprovisions iof ithe iInsurance

iAct, ithe isuccess iof ithose iinterventions, ior iotherwise ithe ilimitations iand iwhy idespite ithese

iinterventions, ithe iindustry icontinues ito ilag ibehind icomparatively iin icontributions ito ithe

ieconomy iand iin igeneral idevelopment. i

2.1.12 Key iRegulatory iInterventions iand itheir iImpact ion iSectoral iDevelopment
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Right ifrom ithe i1961 iAct, ithe iintroduction iof iregulatory iframework ihas ihad ithe ivery ibasic

iimpact iof iintroducing istructure iand iorganization iinto ithe isector. iAs ihas ibeen ishown iearlier

iin ithe ipaper, iby i1976 ithe inumber iof ioperators iin ithe isector iwas igrowing iastronomically

iwithout ia icommensurate iimprovement iin icapacity ior ident iin ithe ipenetration iratios. iThe

iintroduction iof iregulatory irequirements iand ia igoverned ienvironment ihad ithe iimmediate

ieffect iof igradually iweeding iout iunserious iplayers ifrom ithe iindustry. iProvisions ias ito

iregistration, iclasses iof iinsurance ibusiness, iminimum ipaid iup icapital, iprincipal iofficers iof

ifirms iand istructure iwere iintroduced ito ibring isanity iand iorder ito ithe isector.

Minimum iCapital iRequirements

Historically ithe imost ioutstanding iand iby ifar ithe imost iimpactful iregulatory itool iin ithe isector

iwas ithe iintroduction iof iminimum icapital irequirements. iThe i2003 iAct iprovided ifor ithe

iminimum icapital iof ithe iclasses iof ibusiness ias ifollow: i ilife iinsurance ibusiness, inot iless ithan

iN150,000,000 i; igeneral iinsurance, inot iless ithan iN200,000,000 i; icomposite iinsurance

ibusiness, inot iless ithan iN350,000,000 i; ior ireinsurance ibusiness, inot iless ithan iN350,000,000.

i iIn iSeptember i2005, iNAICOM iissued ia idirective iincreasing ithe irequirements ifor iLife iand

iNon iLife ito iN2b iand iN3b irespectively, iwhile iReinsurance iand iComposite iInsurance iwere

iscaled iat iN10b iand iN5b irespectively. iThe iimmediate iresult iof ithe inew icapital irequirements

iwas ithe iconsolidation iin ithe iinsurance iindustry. iIt ihad ithe iimpact iof ireducing ithe inumber

iof ioperators ito i49 ifrom ithe iprevious inumber iof i104, iresulting iin ibigger iand istronger

ientities. iWhile ia ilot iof ientities iapproached ithe icapital imarket iissuing inew ishares, imany

ifunded ithe inew icapital irequirements iwith idebt, iissuing ipreference ishares iin iorder ito

imaintain icontrol iand iownership iof ithe icompanies. i

In i2018, ianother iattempt iby iNAICOM ito iimplement ian iincrease ithrough ithe iTier iBased

iSolvency iCapital iPolicy iwas iwithdrawn idue ito ia ipushback ifrom ioperators iand igeneral
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iindustry iuproar. iNAICOM ireturned iin iMay i2019 iwith ia idirect iincrease iin ithe ishare icapital

irequirement ias ifollows, iN8billion, iN10billion, iN18billion iand iN20b, ifor iLife iinsurance,

iGeneral iInsurance, iComposite iand iReinsurance ibusinesses irespectively23. iThis ilatest

iintervention ihas iattracted iboth icommendation iand icondemnation ifrom ivoices iinside iand

ioutside ithe isector. iThe iargument ithat ithis iform iof iregulatory iintervention ihas iresulted iin

iimproved iperformance iof ithe isector iis ia iwell iworn ione. iIt iaccords iwith ipopular ilogic iand

iindeed icommon isense ithat ithe ibigger ithe ientity, ithe imore icapacity ito iprovide icover ifor

irisks iand ito ipay iclaims iwhere ithey iarise. iIndeed ithe isector’s ihistorical idevelopment ilends

icredence ito ithis iposition ithat ia ilarge ipart iof ihigh iend iinsurance ibusiness iis ilost ito iforeign

ientities, ibecause iof iabsence iof icapacity iamong ilocal iplayers ito iprovide ithat ilevel iof icover.

NAICOM iin idriving ithis ipolicy iargues iper iAgboola i iPius, iDirector i(Policy iand iRegulation)

ithat ithe icapital ibase iof ian iunderwriter iis iof igreat iimportance i. iA ilarge iproportion iof ithe

ilocal irisks iare ipresently iceded ioutside ibecause iof ilow iretention icapacity iwhich iis ithe

imaximum iamount iof irisk iretained iby ian iinsurer iper ipolicy/cover i. iIt iis iargued ithat icapital

ibase iis ia ihuge icomponent iof iretention icapacity ialongside iother ifactors ilike iunderwriting

iexperience, isolvency imargin, irisk isize, iportfolio imix iand iothers.

2.1.13 Regulatory iPolicy, iOversight iand i ithe iConduct iof ithe iRegulator

Regulatory ipolicy i ias ia ikey ielement iof ipublic isector igovernance iseeks ito iensure ithat

iregulations iand ithe iconduct iof iregulators, isupport ieconomic igrowth iand idevelopment iin ia

isustainable imanner iand ithe iachievement iof ibroader isocietal iobjectives ilike ipublic iwelfare

ias iwell ias istrengthening ithe irule iof ilaw. iIn iessence ithe ipolicy imaker iin ievery ipiece iof

iregulation imust iask isome ikey iquestions ias ito i‘what ito iregulate, iwho ito iregulate iand ihow ito

iregulate’. i iThe iadoption iof ithe ispecialist itools iof iregulatory ipolicy ihelp igovernments ito ibe

iproactive iand iensure ithat ithe irules iof ithe igame iare ifair, idynamic i ievolving, iand ithat i‘a
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iwhole iof igovernment’ i i ior ibroader ipicture iapproach iis iapplied ito iregulation irather ithan

ireacting ito iregulatory ifailures ior iregulatory iopportunism i. iIn ithe iapplication iof iregulations

ito ithe iinsurance iindustry iin iNigeria, ione itrend ithat iis ieasily idiscernible iis ithe ireactionary

iapproach ito iregulation. iThis iis inot ientirely inegative ibecause iregulation imust iseek ito icorrect

ia ipresent ianomaly. iThe ichallenge iis iactually iwhen ithe ianomaly iis inot iproperly iinvestigated

iand iwhen ithe iregulator itakes. ia ishort iterm iapproach iin iproffering ithe icorrective iintervention.

iSuffice iit ito isay ithat ithere iis ia istrong icorrelation ibetween iregulatory ipolicy iand ithe

iachievement iof ibroader isocio ieconomic iobjectives. iThere iis ia isense iin iwhich, iregardless iof

ithe ibeauty iof iregulations ienacted iby ia iregulator, iit iis ithe iconduct iof ithe iregulator, iher

iadherence ito irule iof ilaw, ito icorporate igovernance iprinciples, ito iethics iand itransparency,

ithat ispurs ithe iregulated ito icomply iand iconduct iitself iin iline iwith iregulations24.

In ithe iinsurance iindustry, ithere iare iway itoo imany iinstances iof ilethargy, ioutright

idisobedience ito irule iof ilaw, ipoor iadministrative iand ibusiness ipractices iand igeneral

icompromise iin ithe ienforcement iof iregulations. iFor iinstance, iin ithe iregulation iof istructure iof

iinsurance icompanies, ithe imarket irules iinsist ithat iNAICOM imust iapprove ithe iappointment

iof iexecutive idirectors iand iprincipal iofficers iof ievery iinsurance icompany24. iIt iis icommon

iknowledge iin ithe iindustry ithat icompanies isend ithe irequest ifor iapproval iof isuch

iappointment ito iNAICOM iand ithat iapproval iis inever igiven isometimes ieven iuntil isuch

idirector ihas iserved iand iretired ifrom ithe icompany. iThe iimport iof ithis iis ithat ithe idecisions

itaken iby isuch ia idirector imay ibe itreated ias iillegal iby iNAICOM ibased ion ithe iprovisions iof

itheir iregulation. iThe ibusiness ipractice iof iNAICOM, iits iprompt iservice idelivery, iadherence

ito iits iown irules, icompliance iwith ithe iprincipal ilegislations, iethics iand itransparency irules,

iare ikey ito iestablishing ian ienvironment iof iethical ibehaviour iin ithe iindustry. iWhere ithe

iregulator idoes inot ioperate iin ian iethical imanner, iit iis idifficult ito icreate ia iculture iof iethics iin

ithe iindustry. iIt iis ifor ithis ireason ithat iJuvenal iin ihis isatires iasked i‘quis icostodiet iipsos
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iconstodes’. i iThe iprincipal ilegislation icontains ia iprovision iestablishing ia isupervisory irole ifor

ithe iMinister iof iFinance iover iNAICOM. iInformation ifrom ithe iindustry iappears ito iindicate

ithat ithis ibuffer ihas inot iworked iout ias ia ivery iefficient iway iof iregulating ithe iregulator. iIn

iaddition, iit idoes iappear ithat ilegislative ioversight iin ithis iregard iis ialso inot ieffective.

When iconsidered iin itotality, iit iis ieasy ito icome ito ia iconclusion ithat ithe iinsurance iindustry iis

ia iheavily iregulated isector. iIt iis icommendable ithat iNAICOM iissues ioperational iguidelines

ion ia iyearly ibasis iand ithis ihas ibeen ithe inorm ifrom i2010 itill i2018. iEach iof ithe iguidelines

iconsidered, ihas ibrought isome iinnovation ito ithe isector icontributing ito ithe idevelopment iof

ithe isector. iWhat iis inot ihowever iclear iis iwhether ithese iguidelines iare ipurely ireactionary ior

ifollowing ia iwell ithought iout iand itime ibased idevelopment iroadmap ithat ican ionly ibe ithe

iproduct iof ia iwell idesigned iregulatory ipolicy.

Whatever ithe icase, iit idoes iappear ithat ithe iguidelines ieach itarget ithe imany iareas iof ineed iand

iinnovation ilike ithe ispecifics ioutlined iin ithe iprevious isection. iFor iexample, iwhere ione

iwould ihave iargued ithat iNAICOM’s iregulatory iefforts idevote ian iunduly ilarge iamount iof

iattention ito ibig ibusiness iinsurance, ilike ithe iOil iand iGas isector, iwe ialso ihave iseen ithe

iintroduction iof iMicro iInsurance iand iTakaful ito iaddress ithe ineeds iat ithe ilower iend iof ithe

iincome ior ibusiness iladder. iThese iinnovations iwill ino idoubt icontribute ito ithe imuch ineeded

idepth, idensity iand ipenetration idesired iin ithe isector. iYet iit idoes iappear ithat idespite ithese

iinnovations, ispanning iover ia idecade, ithe iprogress imade ivis ia ivis iour igrowth iin ipopulation

iand iper icapita iratios iremain idismal. iThis ireality imust iof inecessity iinvite ia idifferent itype iof

ianalysis iseeing ithat ithe iintroduction iof inew iproducts idoesn’t iappear ito ibe ithe ielixir ithat

iwill iwake iup ithe isleeping igiant ithat ithe iNigerian iinsurance isector iis itouted ito ibe.

2.1.14 Mandatory iInsurance
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Sections i64 iof ithe iInsurance iAct iprovides ifor imandatory iinsurance iof iBuildings iof iover itwo

ifloors iunder iconstruction. iThough ino iformal iempirical iinformation iis iavailable ito ishow ithe

ilevel iof icompliance iwith ithese iprovisions, iif iopinions ifrom ithe ibuilding iindustry iare

ianything ito igo iby, ithe icompliance ilevels iare iabysmally ilow. iApart ifrom ithe iwindow

idressing iof iinserting ithe iclauses ifor icontractor’s iinsurance iin ithe ibuilding icontract iwhere

ithe iclient iis ia igovernment iinstitution, iinsurance ioperators iconfirm ithat iactual ipolicy iin ithis

isegment iis ibelow i1%. iThis iregulation ihas isuffered igross iunder ienforcement iand itherefore

ileft ia igaping ihole iin ia isegment ithat iholds igreat ipotential igiven ithat ithe iconstruction

iindustry iin iNigeria iis igrowing iby ithe iday. iRegulatory iaction iin ithis iregard ihas ibeen ihalf

ihearted iand itepid, ia ifact ithat iis iappalling igiven ithe inow iincreasing iincidences iof ibuilding

icollapse iacross ithe icountry

Section i65 iof ithe iInsurance iAct iprovides ifor imandatory iInsurance ifor ipublic ibuildings. iThe

idefinition iof ipublic ibuildings iin ithe iAct iis iinterestingly iwide ienough ito icover iany

icommercial ibuilding ioperating itenement, ior iwhere ibusiness itransactions iare icarried iout.

iOnce iagain ithe icompliance ior ienforcement ilevels iin ithis isegment iare iabysmal iand inearly

inon- iexistent. iYet iit irepresents ia ipool iof iinsurance ibusiness ithat iif iproperly iharnessed iby

iconcerted iindustry iregulatory iefforts, ican icontribute iin ideepening ithe iinsurance ipractice

iwhile iraising ithe iculture iof irisk iconsideration iin isociety, isomething iof iimmense ibenefit iin

ithe ibattle ito icombat iwidespread iinsurance iignorance.

Section i68 iof ithe iInsurance iAct, iprovides ifor imandatory ithird iparty imotor iinsurance. iMotor

iinsurance iis ithe icomponent ithat igives iNon ilife iinsurance iits ihigher itraction iin ithe iindustry.

iThe iadministration iof ithis iinsurance iproduct iis inot iwithout iits iown iissues. iFirstly, ithere iis

iagreement iin ithe iindustry ithat ionly iabout i20% iof ithe ipotential ipolicies ifor ithis iproduct iis

icurrently iwritten. iThis iis idespite ithe iefforts iof ithe iregulator ito isanitize ithe isystem iand

iensure ithat imotorists iprocure igenuine ipolicy ifrom iregistered iservice iproviders. iThe ipractice
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iof ipurchasing ithis iinsurance iat ithe ipoint iof irenewal iof ivehicle iparticulars iwas ian iinitiative

ithat iout ito ihelp ithe ioperators ito ireach ithe icustomers. iYet, ithe icomplaint iin ithe iindustry iis

ithat ithe imotor ivehicle iregistration iagencies iare iprofiting imore ifrom ithe iinsurance

itransaction ithan ithe iinsurance icompanies. iFor iexample, ia imotorist ipays iN5000, ifor ithe ithird

iparty iinsurance ipolicy, ibut ithe iinsurance icompanies icomplain ithat ithe iregistration iagencies

iremit iabout i20% iof ithat isum ias ipremium. iThis ihas iresulted iin iall ikinds iof iunhealthy

ipractices iwhere ithe ipolicy icontract, iissued iby isome ioperators, inow icontains ia icaveat ithat

isome ipolicies ido inot ihave ia iright iof iclaim ithereby idefeating ithe ipurpose iof ithe iproduct. i

As ia iresult, ithe iconcept iof i‘fulfilling iall irighteousness’ ior i‘satisficing i’ iis ithe imain iprinciple,

idriving ithe isector. iFirstly ithe ipurchaser inow ionly iwants ia ipaper ithat igrants ihim ipass ifrom

ilaw ienforcement iagents, iwithout iany idream iof iever imaking ia iclaim iin ithe ievent iof ithird

iparty idamage. iThis ipractice idefinitely ireinforces ithe igeneral iperception ithat iinsurance

i‘never iworks’ iand ithis icontinues ito idemocratize ithe iignorance iand imisconception iin ithe

isector. iSecondly ithis iobfuscation iof ia ipotential irevenue iearner iin ithe isector ihas iresulted iin

iserious iservice iproviders ipulling iout iof ithe iservice, iallowing ithese iunhealthy ipractices ito

ifester iin ithe isector. iThirdly ithe iregulator ihas inot itaken iany itangible isteps ito iinterrogate

iwhy imost ipurchasers iof ipolicy iof ithis ikind ihave ithe ilowest ior ieven inon- iexistent

iexpectation iof icover ifrom ithe ipolicy ithat ithey ihave ipurchased.

No iPremium iNo iCover i

Section i50 iof ithe iInsurance iAct, iprovides ithat ithe ifull ipayment iof ipremium iis ithe ifactor

ithat iconfers ivalidity ion iany iinsurance icontract. iThough ithis iprovision iwas iin iforce ifrom ithe

ienactment iof ithe iAct iin i2003, iit iwas inot iuntil i2013 ithat iNAICOM iissued ia idirective

ienforcing iit i. iIn iessence ibefore ithis iperiod, iInsurance icompanies icould iissue ipolicies ito

icustomers iand icover iwill ibe igiven ieven ithough ithe icustomer ihas inot ipaid ithe ipremium ifor
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ithe ipolicy. iThe ieffect iof ithis ipractice iis imost ievident iin ithe iaccounts iof ithe icompanies

iwhere ipolicies ifor iwhich iconsideration ihas inot ibeen ireceived iare iprovided ias iincome iin ithe

ibooks iof ithe icompany. iThis ihad ithe ieffect iof imisrepresenting ithe ifinancial ihealth iof ithe

iinsurance icompanies, ifostering ia iregime iof iweak ireporting iin ithe isector.

The ipurpose iof ithe iguidelines ienforcing ia istrict iregime iof ipayment iof ipremiums iis ito

iprotect ithe isolvency iof ithe iinsurance iindustry iand icurtail ithe iexposure iof iinsurers ito

iliability iin irespect iof ipremiums iwhich ihave inot ibeen ireceived. iDespite ithe iefforts iat

ienforcing ithis iprovision iof ithe iAct iInsurance icompanies ikeep iinventing inew iways iand

iarguments iof iseeking ito icircumvent ithe irule. iFirstly, iis ithe iidea ithat ithe iact idoes inot iinsist

ion ifull ipayment, iand ithat iinstallment ipayments iwould isuffice ito imeet ithe irequirement iof

ithe irule. iYet ithere iis ia iplethora iof ilegal iauthorities iholding ithat ithe ilegal iprovision idoes inot

icontemplate iinstallments. i iWithout idelving iinto ithe imerits ior iotherwise iof ithe ilegal

ipositions, iit iraises iquestions ithat ithe iinsurers ifor iwhose iprotection ithe irule iis imade, iwould

irather ithat ithey iare iallowed ito icontinue iin ithe iold iways. iOne ican ionly itrace ithis ireasoning

ito ithe iera iof ipoor iunderstanding iand iimplementation iof icorporate igovernance iin ithe isector.

iThis iattitude imay ialso ibe itraceable ito ithe ienvironment iof idesperation ifor iperformance ithat

ithe iinsurers iimpose ion itheir imarketers. i

2.1.15 Life iand iNon-Life iInsurance

The iprotection iafforded iby iinsurers ihelps iimprove ithe ipolicyholders' iconfidence iand ipeace

iof imind25. iThe iinsurance ibusiness ientails ithree icategories: ilife, inon-life iand ireinsurance26.

iLife idenotes iextended-term ifunds, iwhile inon-life iinsurance idenotes ishort-term ifunds.

iReinsurance iguarantees ior iprotects iother iinsurance icompanies iagainst iloss iby ispreading

itheir irisks ito iother iinsurers/reinsurance. iOne isignificant irole iof ithe iinsurance iindustry iin
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iNigeria iis ito ipromote ithe idevelopment iand iprotection iof ithe iinsuring ipublic iagainst itheir

iinsurable irisks.

Life iinsurance ipolicies iinclude iwhole-life, iendowment iand iterm iassurance. iLife idenotes

iextended iterm ifunds, iwhile inon-life iinsurance idenotes ishort-term ifunds. iNon-life ior igeneral

iinsurance icovers iproperties iand iassets, iincluding ivehicles, ibuildings, iships, iaircraft, iand

ibusiness iinterruption27. iInsurance icompanies ialso ienter ia ireinsurance icontract ito iinsure ipart

iof ithe irisk iinsured iunder ithe ioriginal icontract. iReinsurance iguarantees ior iprotects iother

iinsurance icompanies iagainst iloss iby ireinsuring ipart iof ithe irisks iinsured iwith iother iinsurers

iand ireinsurers12. iIn ia ireinsurance icontract, ithe iinsurer iand ireinsurer ijointly isettle ithe iloss

iarising ifrom ithe iprimary iinsurance icontract.

There iare itwo itypes iof iinsurance icontracts itypes: iIndemnity iand ibenefit icontracts. iAn

iindemnity icontract iis ian iinsurance ipolicy iwhereby ian iinsurer iplaces ithe iinsured iin iits

iposition ibefore ithe iloss12. iExamples iof iindemnity icontracts iinclude ifire, itheft, imotor, ihouse

iowner, iaviation iand imarine iinsurance. iAn iindemnity iinsurance icontract iseeks ito irestore ithe

iinsured ito iits iposition ibefore ithe iloss26. iThe iinsurer icannot irestore ithe iinsured ito iits

iposition ibefore ithe iloss.

Indemnity icontracts iinclude ilife iassurance, ipersonal iaccident, ihealth iand isickness iinsurance.

iAn iinsurer iindemnifies ithe iinsured iunder ian iindemnity icontract; ihence isuch iinsurances iare

ireferred ito ias iindemnity iinsurance ipolicies26.

Conversely, ithe iinsurer icompensates ithe iinsured iunder ia ibenefits icontract ias iit iis iimpossible

ito iindemnify ithe iinsured ifor ithe iloss iincurred26. iThe iinsurance iclaim ipaid iunder ia ibenefits

icontract iis icompensation, iwhile ithe iclaim ipaid iunder ian iindemnity icontract iis ian iindemnity.
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An iinsurance ipremium iis ia iconsideration ithe iinsured ipays ithe iinsurer iperiodically iunder ian

iinsurance icontract. iInsurance ipremiums ivary idepending ion ithe itype iof icoverage ipurchased

iby ithe iinsured11. iThe igreater ithe irisk iassociated iwith ithe ievent ior iproperty iinsured, ithe

ihigher ithe ipremium ithe iinsured ipays26. iGross ipremium iis ithe itotal ipremium ipaid iby ithe

iinsured ibefore ideducting iinsurance ibrokers' icommissions iand idiscounts. iThe inet ipremium iis

ithe ipremium ileft iafter ideducting iinsurance ibrokers' icommissions iand idiscounts. iThe

iprimary iinsurer ipays ithe ireinsurance ipremium ifrom ithe iprimary iinsurance ipremium ito ithe

ireinsurer. iThe igross ipremium iis ithe itotal ipremium ipaid iby ithe iinsured, iwhich iconsists iof

ithe inet ipremium iplus ithe ibrokers' icommission iand iadministrative iexpenses. iA igross

ipremium iis ithe itotal ipremium iof ian iinsurance icontract ibefore ithe ideduction iof ibrokers'

icommission iand idiscounts26.

2.1.16 Insurance iProductivity

One iof ithe icompelling iimperatives ifor iNigeria’s ieconomic idevelopment iand igrowth iis ia

istrong iand icompetitive iinsurance iindustry. iHowever, ito iadequately istimulate ithe ieconomic

igrowth iof iNigeria, iinsurance ifunctions iin ithe ifollowing iways;

i. Investment

Insurance ibusiness ihas itraditionally ihad ia ifavorable irole iin iboosting iinvestment iactivity

iacross ithe iboard, iincluding icapital, ireal iestate, iand imoney imarkets. iWithout ithe iprotection

ifrom iinsurance, ieconomy iin ithe ipreset idispensation ican iprogress iwhile ieconomy iof iany

ination icannot iflourish iin ithe iabsence iof iboth ilocal iand iforeign iinvestments. iIn iall ithe

isectors iof ithe ieconomy, iinsurance iessentially istimulate iinvestment iof iall itypes iin idifferent

isectors iof ithe ieconomy iby iboth ifacilitating imovement iof ifinancial iresources ibetween ideficit

iand isurplus iunits iin ithe ieconomy.
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ii. Gross ipremium iincome igeneration

In ithe iform iof iaccumulated ipremiums, ithe iinsurance ibusiness ihas ithe iprospect ito imobilize

ifinancial iresources iwhich imay ibe iused ito istimulate ieconomic igrowth.

iii. Outflow iof iresources

The iinsurance iindustry icontributes ito ithe ieconomy iby ireducing ioutflows iof iresources ifrom

ione icountry iby ikeeping ipremiums irealized iby iboth iinsurance iand ireinsurance ibusinesses

iwithin ithe icountry, ithereby iresulting iin ia ifavourable iinfluence ion ithe ibalance iof ipayments.

iIn iaddition, ithe icountry's iearnings ifrom ithe iinvisible itrades iare iderived ivia iinternational

imarket iretrocession.

iv. Employment igeneration

With iabout i49 iinsurance icompanies, iabout i250 iinsurance ibrokers, itwenty i(20) iloss iadjusters,

iand iover i3500 iagents, ithe iinsurance ibusiness iappears ito ibe ibooming. iAs ia iresult, ithe

iindustry ihas iemployed ia isizable inumber iof ipeople, iso icontributing ito ithe icreation iof ijobs

iand ithe ireduction iof ipoverty iin ithe icountry. iThe iindustry iemploys iover i89000 ipeople,

iaccording ito iestimates. i

v. Claims istatement ito ithe iinsured

Due ito ithe ilevel iof iinsecurity iravaging icountry, ione ican ijust iimagine ihow ibad ithings iwould

ihave ibeen iif ithere ihad ibeen ino iinsurance. iThe iexplosions iin ithe imilitary icantonment iin

iIkeja ion iJanuary i27, i2002, iand ithe iEagles iSquare iin iAbuja ion iMay i27, i2011, irespectively,

iresulted iin ithe ideaths iof ithousands iof ipeople, isignificant iproperty idamage, iand idisruption iof

icommercial iactivities. iMany iof ithe ivictims i(both ibusinesses iand iindividuals) iwere icovered

iby iinsurance iagainst ifire iand iother irisks. iMore ithan i#5.1 ibillion iin iinsured iclaims iarose

ifrom iboom iblasts iand inumerous iairline idisasters iacross ithe icountry, iall iof iwhich iwere
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icompleted iby ithe iinsured. iInsurers iresponded iquickly ito ithis iterrible ievent iby icompensating

ithe iinsured iafter imaking ithe iappropriate iadjustments.

vi. Foreign iinvestment

The iinsurance imarket iis itruly iworldwide, iespecially iwhen iit icomes ito ibig irisks. iIn imost

icases, ithe irisk iinsured iin ione ination iis inot ientirely iretained iin ianother. iAs ia iresult,

isubstantial irisks ithat icould iresult iin ilosses iare ireinsured iand iceded iover ithe icountry's

iborders. iIn iaddition, ithere iare iindications ithat ithe iinsurance isector ihas ishaken ioff ithe

iinfluence iof iCOVID-19 ion iits iperformance iby irecording i15.7 ipercent iyear-on-year igrowth

iin icontribution ito igross idomestic iproduct, iGDP, iin ithe isecond iquarter iof i202128. iThe

iindustry's irevenue iincreased isignificantly iin ithe ifirst ihalf iof i2021, iwith ia i23.2 ipercent

iincrease iin iGross iPremium iWritten ifrom iN176.4 ibillion iin ithe isame iperiod iof i2020 ito

iN217.3 ibillion iin i202128. i iSome iof ithe iways ito imeasure iinsurance iproductivity iinclude ithe

ifollowing:

i. Total iIncome iof iInsurance iCompanies

Among ithe imany isources iof ia icompany's ioverall irevenue iis idirect iand iindirect ipremium

iincome ifrom iboth ilife iand inon-life ipolicies iand idividends, irent, iand iother isources iof

iincome.

ii. Insurance iPremium

An iinsurance ipremium iis ia iset isum ithat ian iindividual ior iorganisation imust ipay ito ithe

iinsurer iregularly ito imaintain ithe iactual iinsurance icoverage. iPayments ipaid iby iinsureds iare

ithe iprimary isource iof ifunding ifor iinsurance icompanies, iwhich iuse ithese ipremiums ito

iprotect ithemselves iagainst ia ispecific iset iof irisks. iTo iput iit ianother iway, iinsurance

icompanies itake ion ithe iinsured's irisk iin iexchange ifor ia ipremium.
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2.1.17 Insurance iCompanies iand ithe iNigerian iStock iExchange

Thirty iinsurance ibusinesses iwere ilisted ion ithe iNigeria iExchange iGroup ifloor ion iDecember

i31, i2021, iaccording ito ithe iNigerian iFact iBook i2021. iBecause iof ithe ifloatation iof ithese

ibusinesses' ishares iand iother isecurities, ithe iNGX iand ithe ioverall ieconomic ibenefit ifrom ithe

iincreased icapital iformation. iAccording ito irecent istudies, istock imarket iliquidity ihas ibeen

ilinked ito ilong iterm igrowth iin iemerging inations. iSaver's ireluctance ito itie iup itheir imoney ifor

iextended iperiods iwould iprevent imany ilucrative ilong-term iinvestments iwithout ia ithriving

istock imarket. iLiquidity iin ithe istock imarket, ion ithe iother ihand, imakes iit ipossible ifor

icompanies ito iraise iequity icapital iat ia ifavourable iprice. iInvestments ithat iare imore ilikely ito

isucceed iover ithe ilong irun iare ieasier ito icome iby iin ia imarket iwith imore iliquidity. iLong-term

ifinancing ifor ithe igovernment iand iprivate iinvestors ican ibe iraised ithrough ithe icapital imarket,

ian iorganised imarket.

The iNGX ioffers igovernment iand iindustry ithe iability ito iraise ilong-term ifinancing ifor

ivarious ipurposes, iincluding ithe ifunding iof iinfrastructure iimprovements iand ithe igrowth iand

imodernisation iof ibusinesses. iLong-term isecurities ican ibe itraded ion ithe iNigerian iStock

iExchange i(NGX). iThe iNGX iplatform icontains iall iof ithe ifacilities, irules, iand iregulations

ithat iare inecessary ito ikeep icompetition ihealthy iand ito ibuild ithe imarket. iTherefore, ithe iNGX

iis ia iconduit ibetween ifund iproviders iand ilong-term iinvestors. iIn iorder ifor ithe ieconomy ito

igrow, ithe iallocation ifunction iof iNGX iis icritical. iAs ia iresult iof iits icrucial iand iindispensable

ifunction, iNigeria's istock imarket iis ifrequently ireferred ito ias ithe icountry's idistinguishing

icharacteristic.

2.1.18 Factors iInfluencing ithe iInvestors iDecision iin iAdopting iInsurance iProducts iin

iNigeria
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The iadoption iof iinsurance iproducts iin iNigeria, ias iin iany icountry, iis iinfluenced iby ia ivariety

iof ifactors ithat istem ifrom ieconomic, icultural, iregulatory, iand ipersonal iconsiderations. iSome

ikey ifactors ithat iinfluence iinvestors' idecisions iin iadopting iinsurance iproducts iin iNigeria

iinclude:

i. Financial iSecurity iand iRisk iManagement: iInsurance iprovides ia isense iof

ifinancial isecurity iby ioffering iprotection iagainst ivarious irisks isuch ias ihealth

iemergencies, iaccidents, iproperty idamage, iand iloss iof iincome. iInvestors iin

iNigeria imay iconsider iinsurance ias ia imeans ito imanage iand imitigate ipotential

ifinancial ilosses.

ii. Awareness iand iEducation: iLack iof iawareness iand iunderstanding iof iinsurance

iproducts ican ibe ia isignificant ibarrier ito iadoption. iInvestors ineed ito ibe ieducated

iabout ithe ibenefits, icoverage ioptions, iand ithe irole iof iinsurance iin itheir ifinancial

iplanning.

iii. Cultural iand iSocial iNorms: iCultural ifactors ican iinfluence iindividuals' iattitudes

itoward iinsurance. iIn iNigeria, itraditional isupport isystems iand icommunal

istructures imay iaffect ithe iperceived ineed ifor iinsurance. iEducating ipeople iabout

ithe icomplementary irole iof iinsurance ito ithese isystems ican iimpact iadoption.

iv. Regulatory iEnvironment: iA iwell-regulated iinsurance iindustry ican ifoster itrust

iand iconfidence iamong iinvestors. iRegulatory ipolicies ithat iensure ifair itreatment iof

ipolicyholders iand ia istable iinsurance imarket ican ipositively iinfluence iadoption.

v. Perceived iValue: iInvestors iassess ithe iperceived ivalue iof iinsurance iproducts iin

irelation ito itheir ipremiums. iIf iindividuals ibelieve ithe icoverage iprovided ialigns

iwith itheir ineeds iand iis ireasonably ipriced, ithey iare imore ilikely ito iadopt

iinsurance.
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vi. Trust iand iCredibility: iTrustworthiness iof iinsurance iproviders iis ia icritical ifactor.

iInvestors iare imore ilikely ito iadopt iinsurance iproducts ifrom ireputable icompanies

iwith ia ihistory iof ifulfilling iclaims iand iproviding iquality iservice.

vii. Economic iConditions: iEconomic istability iand igrowth iinfluence iindividuals'

iability ito iafford iinsurance ipremiums. iIn itimes iof ieconomic iuncertainty,

iindividuals imight iprioritize iother iexpenses iover iinsurance.

viii. Personal iExperience: iPersonal iexperiences ior ithose iof iclose iacquaintances iwith

iunexpected ievents ithat icould ihave ibeen imitigated iby iinsurance ican iimpact

iindividuals' iwillingness ito iadopt iinsurance iproducts.

ix. Distribution iChannels: iAccess ito iinsurance iproducts ithrough ivarious idistribution

ichannels, iincluding iagents, ibrokers, ibanks, iand idigital iplatforms, ican iaffect

iadoption irates. iConvenient iand ieasy-to-use ichannels ican iencourage iinvestors ito

iconsider iinsurance.

x. Peer iInfluence: iRecommendations ifrom ifriends, ifamily imembers, ior icolleagues

iwho ihave ipositive iexperiences iwith iinsurance ican iplay ia irole iin iinfluencing ian

iinvestor's idecision.

xi. Product iCustomization: iInsurance iproducts ithat ican ibe itailored ito ispecific ineeds

iand icircumstances iare imore ilikely ito iattract iinvestors. iFlexibility iin icoverage iand

ipremium ioptions ican ienhance iadoption.

xii. Digitalization iand iTechnology: iThe iavailability iof idigital iplatforms ifor

iresearching, ipurchasing, iand imanaging iinsurance.

2.1.19 The i iChallenges i iof i iSelling iGeneral iInsurance iin iNigeria i

i. The i ifailure i iof i igovernment i ito i ienforce i ithe iprovision i iof i iInsurance i iAct i ias i

iit i irelates i ito icompulsory i iinsurances i ihas i icontributed i ito ithe i inon-achievement

iof i igoals iof i iincreasing iinsurance ipenetration iin iNigeria. iSection i68 iof i ithe i
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iNigeria i iInsurance i iAct, i i2003 i istates, i“No iperson i ishall iuse ior icause ior ipermit

iany iother iperson ito iuse ia imotor ivehicle ion ia iroad iunless ia iliability, iwhich ihe

imay ithereby iincur iin irespect iof idamage ito ithe iproperty iof ithird iparties, iis

iinsured iwith ian iinsurer iregistered iunder ithis iAct”. iIt iis iunfortunate ithat ithis

iInsurance iAct iis inot itotally iadhered ito iby imost iNigeria iroad iusers. iOnly ifew

iorganizations iand iindividuals iadhere ito ithis iAct iand ithe ifailure iof ithe

igovernment ito ienforce ithe ilaw iis iin iitself ia idisaster ito ithe iefficient isales iof

igeneral iinsurance iin iNigeria.

ii. Poor iawareness iof ithe irelevance iof igenuine iinsurance iis istill ilow iin iNigeria. iFor

iexample, ithere iis ihardly iany ilocation ifor ipurchase iof igenuine iinsurance icover iat

irural ienvironment iin iNigeria. iThus, imost iroad iusers iand ismall iscale

ientrepreneurs iwould ihave ito idepend ion icertificates iwhich ithey ican iobtain ifrom

idubious iagents. iDue ito idistance iof igenuine iinsurance ioffices iwhere igenuine

iinsurance icover ican ibe iobtained, imany imotorists iignorantly itook ifake iinsurance

icertificates ifrom iunregistered icompanies iin iNigeria. iThe ipractice iis iso ipervasive

ithat iit ihas ibecome idifficult ito iconvince iroad iusers ithat ithe iinsurance icertificate

iwith ithem iis ifake iand inot igenuine. iMost itime iit iis idifficult ito idistinguish

ibetween igenuine iinsurance icertificate iand ifake iinsurance icertificates iin iNigeria

ias imost iof ithe ifake iinsurance icertificates iare idesigned ito ilook ilike igenuine

iinsurance icertificate. iThe idifference icould ionly ibe iidentified ithrough ithe

iinsurance ipolicy inumber. iThe iinsurance ipolicy inumber ion ifake iinsurance

icertificate iwill inot ibe ilocated ion ithe iNational iInsurance iIndustry iDatabase’s

i(NIID) iwebsite. iWhile ithe iinsured idetails iwill ibe ilocated iimmediately ia ipolicy ior

iinsurance icertificate iis ipurchased ion ithe iNigeria iInsurance iIndustry iDesk i(NIID).
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iThe ipoor ior ilack iof iawareness iof ithe ipopulace ion ihow ito iconfirm igenuine

iinsurance iin iNigeria iis ia ichallenge ito ithe isales iof ithe iproduct iin iNigeria.

iii. Most iNigerians ido inot ibelieve iin iInsurance. iThis iis ibecause ithe inegative

imarketability iof iinsurance iproducts ihas ibecome ia iproblem inot ionly ito ithe

iinsurance iindustry ibut ialso iaffect ieconomic idevelopment iin iNigeria29. iPoverty iis

ia imajor ireason iwhy iNigerians ido inot ibelieve iin iInsurance. iSince iinsurance iis ian

iintangible iproduct, iNigerians ido inot isee iit ias ia inecessity. iThey iprefer ito ido

iwithout iit.

iv. Delay iin isettlement iof igenuine iclaim iis ianother iproblem iassociated iwith iselling

igeneral iinsurance iin iNigeria. iOnly ifew icompanies ican ipay iclaim iin ijust ifive

iworking idays. iPayment iof igenuine iinsurance iclaim itakes imonths iand ithis imakes

iit iunbearable ito ithe iinsured ithat idepend ion ithe ifacility iinsured ifor idaily iincome.

iFor iexample, ia imotorist iwho iuses ihis ivehicle ifor icommercial ipurpose. iHe

idepends ion ithe ivehicle ifor idaily iincome. iThe imotorist iwould ihope ithat iif ithe

ivehicle ihas ian iaccident, iit iwill ibe iindemnified iin ithe ishortest itime ipossible, iso

ithat ihe ican icontinue ihis idaily iactivities. iHowever, idelay iin isettlement iof ihis

iclaim ican iunsettle ihim ifor imonths iand iyears. iThis iwould idampen ihis ibelief iin

ithe iinsurance iindustry iin iNigeria.

v. In iNigeria, ithere iare itoo imany iinsurance iintermediaries. iAside ifrom ithe i58

iinsurance icompanies iin iNigeria, ithere iare i577 iregistered iinsurance ibrokers iin

iNigeria, i1900 iregistered iinsurance iagent iin iNigeria, i54 iregistered iloss iadjusters

iin iNigeria iand inumerous iunregistered iinsurance iagents iand ibrokers iin iNigeria.

iSome iinsurance ibrokers idelays ipayment iof ipremium ito iinsurance icompanies,

iwhile isome iinsurance ibrokers ido inot iremit iinsurance ipremium ito iinsurance

ibrokers iwith ithe ibelief ithat ithe iinsured iwould inot iexperience iany iclaim iduring
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ithe ione iyear iperiod ihis ipolicy iwill irun. iSome ibrokers ieven ibelieved ithat ithe

iinsured iwould inot ifile ifor iclaim iwhen ithey iexperience iany iaccident, iso ithey imay

inot iremit ithe iinsured ipremium ito ithe iinsurance icompanies. iSo iat ithe ipoint iof

iclaim, iinsurance icompanies iwill inot ipay ifor iclaim ithey ihad inot ireceive ithe

ipremium. iThis iin iturn imay iresult ito idistrust ibetween ithe iinsured, ithe ibroker iand

ithe iinsurance icompany.

vi. Numerous iillegal icommission iand irebate ibetween iand iamong iinsurance iplayers.

iThe iNational iInsurance iCommission ihas iband ithe icollection iof iOver iRiding iCost

iand iPublic iRelation i(PR). iHowever idue ito isevere icompetition iin ithe iindustry,

iinsurance ibrokers istill icollect iORC iand iPR. iInsurance icompanies ithat ido inot ipay

iORC iand iPR ito iinsurance ibrokers iand iagent, imay inot iget iinsurance itransactions

ifrom ithem iand ithis iis ia iserious ichallenge ito ithe iindustry isurvival iand

idevelopment.

vii. Insurance icompanies iare isaid ito ibe irisk itakers, ihowever iinsurance icompanies

itechnically iavoid ihuge irisk ithat iis iprone ito iclaim. iThey imay iturn idown

iinsurance itransaction iby iincreasing ithe irate ifor itransactions; iso ithat ithe iclient

iwould ibe idiscourage ito imake ipayment idue ito ihigh ipremium. iInsurance

icompanies ican ialso ireach itheir ilimit ior ivolume iof ia iparticle irisk iwhich ithey

iwant ito ireceive.

viii. Another ichallenge iof iselling igeneral iinsurance iin iNigeria iis idelay iin iremitting

icommission ito iinsurance iagents iand istaff. iRetail iinsurance istaff ihas ibeen idesign

ito icollect icommission iwhich iserves ias itheir isalary. iHowever, ithey iexperience

idelay iin ireceiving itheir icommission iwhich ican iserve ias ia idiscouragement ito

iretail iinsurance imarketers iin iNigeria. iReligion iis ialso ia ichallenge iof iselling



63

iinsurance ias isome ireligious igroup ibelief iin ithe isupernatural ias itheir iinsurer. iIn

idoing iso, ithey iexposed ithemselves ito irisk.

ix. Ridiculous irate icutting idue ito iunhealthy icompetition iamong iand ibetween

iinsurance ibrokers, iinsurance icompanies, iand iit iagents. iIn ia iquest ito iget iinsurance

itransaction, iinsurance icompanies iwould ireduce iit irate iand iincrease ithe iexcess

iclause ion ithe iinsurance ipolicy. iThey ireduce ithe irate ito iconvince ithe iclient ithat

iinsurance iis inot iexpensive, iand ithey ithen iincrease ithe iexcess iclause ion ithe

ipolicy. iExcess iclause iis ithe iowner’s iliability iand iresponsibility ifor icare iof ithe

iproperty iinsured. iWhen iclaim iis ibeen iprocessed, ithe iinsurance icompany ideduct

iexcess ibefore imaking ithe inet ipayment ito ithe iclient. iSince imost iclient ido inot

iread itheir iinsurance ipolicy ias iinception iof ithe itransaction, ithey ibecome iangry

iwhen iinsurance icompanies ideduct iexcess. iThis ioften ileads ito icomplain iand

idistrust ifrom ithe iinsured ito ithe iinsurance icompanies.

x. Non-disclosure iof ifact iby ithe icustomer iand ithe iinsurance icompanies iat ithe

iinception iof ibusiness. iThe iinsurance icompanies iare imeant ito icarry ithe irisk iof ithe

iinsured. iHowever, ithere iis ilimitation ito iclaim ipayment iof ia iparticular iloss. iThis

imay inot ibe irevealed ito ithe iinsured iat ithe iinception iof iinsurance itransaction

iwhich imay ilead ito idistrust iand iargument iin itime iof iclaim ipayment. iThe iinsured

itoo imay inot idisclose iall ithe inecessarily idetail iof ithe isubject iof iinsurance iat ithe

iinception iof ithe ipolicy iin iorder ito ireduce ithe ipremium. iThis imay ialso ibe ia

ichallenge iif iloss ioccurs.

2.1.20 iStrategies ifor iImproving iSales iof iGeneral iInsurance in iNigeria

1. Provision iof iunique imicro iinsurance iservices. iMicro iinsurance iservices iwould ihelp

ireduce ithe inumber ipeople iwho ishy iaway ifrom igenuine iinsurance icover. iThe imicro

iinsurance ischeme iis idesign ito iprotect ilow iincome iearners. iWith ithe ifrequent ifire
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ioutbreak iin iNigeria, iinsurance icompanies ishould imake itheir imicro iinsurance ipolicies

iflexible iin iorder ito iaccommodate ismall iscale itraders iin ilock iup ishops ion ithe istreet

iand iat ithe ilocal imarket iplaces.

2. Intensive icapacity ibuilding iand igreater iexpertise iin imicro iinsurance. iPeople ihave ito

ibe itrained ion ithe iimportance iof iobtaining igenuine iinsurance ipolicies iin iNigeria. iThis

iwould ihelp ialleviate ipoverty iand iimprove ithe ieconomic iwelfare iof iNigerians.

3. There iis ineed ifor iinsurance icompanies ito idevelop iof ipeople ifriendly iproducts. iMost

iNigerians ihas ithe iperception ithat iit icost ia ilot ito ihave igenuine iinsurance icover.

iInsurance icompanies ineed ito iemploy ian iaggressive iapproach ito iselling itheir

iproducts. iThey ican ido ithis ithrough iadvertisement ion ithe isocial iand iprint imedia.

iHowever, ithis ican ionly ibe iachieved iwhen iinsurance icompanies idevelop ipeople

ifriendly iproducts ithat iappeals ito iall icategories iof ipeople iirrespective iof ithe

isocioeconomic icum icultural icharacteristics.

4. Innovative idistributive isystem. iThe iinsurance icompanies iand iits isales irepresentative

ishould idesign ia iunique imethod iof iselling iit iproduct iconsidering ithe ipeculiarity iof

iNigeria imarket. iThere iis ineed ifor iinsurance imarketers ito iemploy ihouse ito ihouse

iselling iof iinsurance iproduct. iMany iNigerian iare ifamiliar iwith iannuity iand ivehicle

iinsurance. iBut iannuity iand ivehicle iinsurance iare ijust iabout i1% iof ithe iavailable

iinsurance iproducts iin iNigeria. iSince iNigerian iinsurance isector ihas inot iappealed ito

ithe iinformal isector, iwhich iconstituted iover i80 ipercent iof ithe ipopulation16. iThere iis

ineed ito irestructure ithe idistributive isystem iof iselling iinsurance iin ithe icountry. i

5. The iFederal iGovernment iof iNigeria ishould imake ithe iownership iof igenuine iinsurance

icertificate ias ia iprerequisite ifor iopening iof ibank iaccount, ipayment iof ischool ifees iand

iconstruction iof ibuilding iin iNigeria. iThis iwill ipersuade iNigerians ito ipurchase

igenuine iinsurance ipolicies.
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6. Insurance icompanies ineed ito irebrand itheir imarketing istrategies iand ibe imore

iproactive iand isincere ito ithe iinsured iat ithe iinception iof ithe iinsurance itransaction.

iThis iwould ihelp ibread iconfidence ibetween iboth iparties.

7. One iof ithe ibest iways ito isell iinsurance iin iNigeria iis ithrough iseeking ifor ireferrals

ifrom ipeople. iThose iwho ihad idone igenuine iinsurance ican igive ireferrals ito iothers

iwho itruly ineed iinsurance. iAnother iway ito isell iinsurance iis ithrough ithe ifinancial

iinstitutions iand icorporate iorganizations. iThis iis ibecause ifinancial iinstitutions iwould

ineed iinsurance icover iwhen igiving iout iloan ito itheir iclients.

2.1.21 Concept iof iTakaful i

Over ithe iyears, ithe iinsurance iindustry, iin igeneral, ihas iexperienced ia iremarkable igrowth30. iIn

iparticular, ithe iIslamic ifinance iindustry ihas iseen isignificant idevelopment iover ithe ilast ifew

idecades, iand ione iof ithe imost ifruitful isub-sector ipoised ifor ieven igreater igrowth iis iTakaful

i(Islamic iinsurance). iIn iaddition, ithe iinfluence iof iglobalization iand iprivatization ihave

istrongly iinfluenced ithe iinsurance imarket iacross ithe iglobe iwhich iled ito ia idirect iincrease iin

itrade iand iportfolio iinvestment. iAlthough ithe iTakaful ibusiness iis ia icouple iof idecades iold, iit

iis ia ifast-growing ibusiness iin iIslamic ifinance iindustry31. iThe iadoption iof iinsurance iproducts

iin iNigeria, ias iin iany icountry, iis iinfluenced iby ia ivariety iof ifactors ithat istem ifrom ieconomic,

icultural, iregulatory, iand ipersonal iconsiderations. iHere iare iIslamic iinsurance, ialso iknown ias

iTakaful, iis ia iform iof iinsurance ithat iis icompliant iwith iIslamic iprinciples iand iShariah ilaw.

iInvestment idecisions irelated ito iIslamic iinsurance iare iguided iby ithe isame iprinciples ithat

iunderpin iIslamic ifinance, iwhich iemphasize iethical iand iShariah-compliant iinvestment

ipractices.

Takaful iis iperceived ias ithe irevival iof ithe iIslamic ifinancial isystem iand ias ia iresult, iit ihas

ibecome ian iinstitutionalized iphenomenon iwith iits iappearance iand isocial ifunction iin ipublic
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ispaces iincreasing irather ithan idecreasing32. iMany ianalysts iand ischolars ibelieve ithat iIslamic

iFinancial iInstitutions i(IFIs) iwere iinitially iestablished ito irealize ithe iunique ivalue iproposition

iof iIslamic ieconomics i(channeling ifinancial iresources itowards ithe ireal ieconomy ion ithe ibasis

iof ithe irisk iand ireward isharing iprinciple). iIFIs iare ialso imeant ito irealize icertain ihigher

iobjectives i(maqasid) iof iSharia isuch ias ibetter iand iequitable idistribution iof iwealth iamong

ivarious isections iof isociety iand iimproving ithe idegree iof ifinancial iinclusion. iWhile ieveryone

iin ithe ideveloped iworld iis irequired ito ihave iinsurance ito icover iunexpected ilosses, ithe ineed

ifor isuch ian iinstrument iis imuch igreater iin ideveloping icountries. iThis iis ibecause

ivulnerability ito irisk iis ithe ihighest isince ioptions ifor irecovering ifrom ilarge ilosses iare ialmost

inon-existent. iSo, ipoverty, ilack iof iaccess ito igood ihealthcare, ieducation, isanitation, iand

isocial isecurity isystems iwould idemand ia imore ifriendly irisk itransfer isystem.

Takaful iis ia icooperative iguarantee iamong ia igroup iof icontributors iand iit iis iderived ifrom ian

iArabic iword i“Kafalah”33. iIslamic ifinance iexperts ioften imake ireference ito ithe iHoly iQur’an

ias ibasis ifor iTakaful iand iit ireads iand icooperate iwith ione ianother iin ivirtue iand irighteousness,

iand ido inot icooperate iin isins iand itransgression”33. iAs isuch, iTakaful ientails ieach imember

icompleting ihis ior iher icommitment iby idonating ito ia ifund iknown ias ithe iTakaful ifund ito

iindemnify ia iperson iin ithe ievent iof iany iloss ior ihazard34.

Takaful iwas ifirst iintroduced ito ithe ipublic iin i1979 iin iSudan iand ihas isince ithen ievolved iand

ideveloped iin iseveral iother ijurisdictions, ias iwitnessed iby ithe iincrease iin ithe itotal iamount iof

iTakaful icontribution ias iwell ias ithe iincrease iin ithe inumber iof istrong iTakaful iand ire-Takaful

iplayers.

Conventional iinsurance iwhich ientails ithe itransfer iof irisk ifrom ione iparty ito ianother ifor ia ifee

iwas ideemed iinvalid ibecause iit ientails ithe ielements iof iGharar i(uncertainty), iMaysir

i(gambling) iand iRiba i(interest) ithat iare iall iprohibited iin ithe iIslamic ieconomics iand ifinancial
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isystem35. iIn iconventional iinsurance, ithe iinsured ipays ia ifee i(premium) ito ithe iother iparty

i(insurer) iin ireturn ifor ia ifinancial iprotection iagainst iany iunexpected iloss iwhich ishould

ihappen iwithin ithe iagreed iperiod. iIf iloss idoes inot ioccur iwithin ithe ispecified iperiod ithe

iinsurance icompany iis ientitled ito ithe iwhole iamount iof ipaid ipremium itogether iwith ithe iprofit

ithat iaccrue ithere ifrom.

Moreover, ithe iexistence iof iGharar iin iconventional iinsurance icontracts idenies ione iof ithe

iparties icertain iinformation iand itherefore iaffect itheir iability ito imake iinformed idecisions.

iIslamic ijurists itherefore iconsidered iconventional iinsurance ibased ion iexistence iof iGharar ias

iprohibited. iFurthermore, iconventional iinsurance ihas ielements iof igambling iwhich iis ia izero

isum igame iwith ione iparty iaiming ito igain ifinancial ibenefit iat ithe iexpense iof ithe iother. iThe

iinsured iis ibetting ion iloss ioccurrence iwhile ithe irisk iis itransferred ito ithe iinsurer iby ithe

iinsured ifor ia ifixed ipremium iand iwill ilose ithat iif inothing ioccurs. iHowever, ithis ipractice iis

iclearly iprohibited iin iIslamic ilaw ibecause iof ithe ihigh ilevel iof iuncertainty iand ithe ipossibility

iof ideception iand ienmity iarising ibetween ithe iparties iinvolved. iAllah isays iin iQur’an i“O iyou

iwho ibelieve iverily iliquor, igambling, ithrowing iof istores iand ithe iworship iof iidols iare ithe

idirty iacts iof ithe iSatan, iso iabstain ifrom ithem iso ithat iyou imay iprosper. iThe ithird iargument

iagainst ithe iconventional iinsurance iis ithe iinterest iin iinvestment. iIn iconventional iinsurance

iinterest iis ia imajor isource iof iprofit, ispecifically iin iinvestment iof ipremiums iin ifixed ideposit

iaccounts, ibonds, itreasury ibills ietc. iand iIslam ihas icompletely iprohibited iany idealings iwith

iinterest. iThis iis ievident iin iQur’an iwhere iAllah isays i“and iAllah ihas ipermitted itrade iand

iprohibited iinterest.”

Hence, ithe ielimination iof ithe iforbidden icomponents iof ithe iconventional iinsurance isystem iis

icentral ito ithe iprinciples iand ipractice iof iTakaful, iwhich iis iin ifavour iof ia icooperative ischeme

ibased ion ithese iprinciples iof iShari’ah31. iWe ilive iin ia irisk ipervasive iworld iwhere iindividuals

iand ibusinesses iare ion ia idaily ibasis iexposed ito iseveral ikinds iof ihazards iwhich iif inot
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iattended ito iwill ilead ito ia ichain iof inegative iconsequences isuch ias ilow istandard iof iliving,

iclosure iof ibusinesses iand isocio-economic iinstability36. iIn iaddition, iit ihad ibeen iobserved ithat

ithe iTakaful isubsector ihas iattracted ithe iattention iof iacademicians, ipractitioners ias iwell ias

ipolicymakers ias ia iveritable itool iin ienhancing isocietal iwelfare, ibusiness iresilience iand ilong-

term isustainability36.

Moreover, iin iIslam, ithere iis ia ifoundation ialready ilaid idown ifor ialternative irisk itransfer

iwhereby irisk iis inot itransferred ibut ishared iamong igroup iof iparticipants iwho iare ifurther

iassured ithat, ithe iTakaful ifirm iwould inot iinvest iin inon-Shari’ah icompliant ibusinesses31.

iHence, ieliminating ithe ielements iof iRiba, iGharar iand iMaysir. iThe iTakaful isegment ihas

imaintained ia isteady, ialbeit islow igrowth irate iin iterms iof igross icontributions ifrom iUSD i5

ibillion iin i2006 ito iUSD i27.07 ibillion iin i201837. i

However, iunlike ithe ibanking iand icapital imarket isegments, iTakaful iis ithe ileast icontributor ito

ithe itotal iIslamic ifinance iassets, ihaving ia imeager ipercentage ishare iof iless ithan i2%37.

iLikewise, ithe iTakaful isector iis iheavily iconcentrated iin ifew icountries, iwhose ishare iof

iTakaful irepresents i91% iof ithe iglobal itotal icontributions iin i2018. iFive icountries iwere

iidentified ias ithe imajor icontributors ito ithe iTakaful isector inamely: iIran, iSaudi iArabia,

iMalaysia, ithe iUnited iArab iEmirate i(UAE) iand iIndonesia37. iThese icountries iare iin ithree isub

iregions iof ithe iworld, inamely ithe iMiddle iEast, iGulf iCooperation iCouncil i(GCC) iand

iSoutheast iAsia i(IFSB, i2020). iRecently, ithere iis ia iremarkable isurge iof iinterest iin ithe

iTakaful isubsector iespecially iin iMuslim-majority icountries ilike iNigeria36.

2.1.22 The iTakaful iMarket

Takaful, ian iArabic iword, imeans i‘guaranteeing ieach iother’, iand iis ia iform iof imutual

iinsurance ithat iis ifully icompliant iwith iShariah iprinciples. iTakaful iworks ion ithe ibasis iof

imembers icooperating iwith iand iprotecting ieach iother, ibut iit ican ialso ibe iused iby iinvestors
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iseeking ireturns iwhile iadhering ito ithe iprinciples iof iIslamic ilaw. iMembers iof ithe iTakaful

ischeme ipool itheir iindividual icontributions itogether ito icreate imoney iwhich iis ithen iavailable

ito icover iany isubsequent iloss ior idamage iclaims. iAny isurplus, iafter ithe icosts iof irunning ithe

ischeme, iis ithen idistributed ibetween ithe iTakaful ioperators iand ithe iparticipants ion ipre-agreed

iterm. iTakaful iis ithe iArabic iword ifor iSharia-compliant iinsurance isystem38. iIt iis ibased ion ithe

iAqila, ia ipre-Islamic isystem iof igroup ipayment iof iblood-money ito ithe ifamily iof ithe

ideceased iperson38.

The itakaful iindustry ioffers icustomers iinsurance iproducts ijudged ito ibe icompliant iwith

iIslamic ilaw, iin ireturn ifor ipayments iinto iinsurance ifunds imanaged iand iinvested iby ia itakaful

icompany, ihenceforth icalled ithe i‘operator’. iThe imarket iis irelatively inew, idating ifrom i1979

iin iSudan, iwhere ithe ifirst icompany iwas iestablished. iForty iyears ilater, ithe isize iof ithe iglobal

iTakaful imarket ihad ireached i$23.7 ibillion iand iincludes ilife iand igeneral iinsurance. iIn i2019,

itakaful iis iavailable iin imore ithan i75 icountries, ifrom iapproximately i336 ioperators. iLife

iinsurance ipremiums iare iallocated ito ian iinvestment iand ia irisk ifund37.

The iyear i2019 iis ithe ifirst ifor iwhich itakaful idata ihave ibeen iincluded iin ithe iIFSB's iPSIFI

isystem. i“PSIFIs” iimplies ithat ithe idata iused iin ia icorresponding itable iare iobtained ifrom ithe

iIFSB's iPrudential iand iStructural iIslamic iFinancial iIndicators idatabase i(IFSB, i2021). iThe

ioverall itakaful isector’s idirect icontributions iincreased iby i4.8% iyear-on-year ito iUSD i24.2

ibillion iin i2020, iafter ia isignificant idecline i(–14.8%) iin i2019. iThe idecline iwas iattributed ito

isignificant ichanges iin ithe iexchange irate i(USD) iused ito idenominate iIranian idata. iOver ithe

ipast i10-year iperiod i(i.e. i2011–20), iglobal itakaful icontributions ihave igrown iby ian iestimated

icompound iaverage irate iof i4.72%37.

Since iinsurance iis ia inormal igood, iwith idemand ipositively irelated ito iincome, ias iGross

iDomestic iProducts i(GDP) iof iMuslim icountries iincrease, ifurther iincreases iin ithe isize iof ithe
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itakaful imarket iare iforecasted. iIn isome itakaful ioperations, iupwards iof i60% iof iparticipants

ihave ibeen inon-Muslims, iand iconventional iinsurance icompanies ihave ibegun ito isupply

itakaful iproducts ithrough iIslamic iInsurance i‘windows’. iThe iexistence iof itakaful i‘windows’

iin iconventional iinsurance icompanies iblurs ithe idistinction ibetween iconventional iand iIslamic

iinsurance37. iA itakaful iwindow ihas ithe ipotential ito iincrease iits ipenetration ithat iit iwill

iincrease itheir icustomer inumbers iand inarrow ithe iprotection igap iif iit iis iperceived ias ia

itransparent iand iwell-regulated iactivity. iTakaful ioperators ihave ithe iability ito iplay ia ibig irole

iin ithe iglobal iinsurance iindustry ias ia iresult iof irecent iregulatory iand ipublic iawareness

iimprovements ias iwell ias ia iconsiderable iprojected ipopulation igrowth. iMost iof ithe itakaful

icompanies ithat ihave isurvived ihave idone iso ibecause ithey ihave ibeen iable ito ibuild iup

isufficient ireserves31. iThe ifinancial isuccess iof ithe itakaful imarket idepends, ias iit idoes ifor

iconventional iinsurance, ion iits ihaving isufficient idemand ifor iinsurance iproducts, icost icontrol

ioperations, ias iwell ias iprofitable iinvestment. iThese ifactors iare ireflected iin ithe ilevel iof

ireserves. iCosts iare imade iup iof ioperating iexpenses iand ipaying iof iclaims. iDemand iis

idetermined iby ithe ipremiums icharged. iDue ito ithe ilaw iof ilarge inumbers, ian iincreased

icustomer ibase ilowers iaverage irisk iper icustomer.

Similar ito iother iIslamic ifinancial iproducts, ia idistinctive idemand icharacteristic ifor itakaful iis

iits icompliance iwith iShariah irulings iconcerning iriba, igharar iand imaysir. iTakaful iconsumers'

iconfidence iin ithe iproduct iis idependent ion itwo icriteria i– i

(i) operations iof ithe ibusiness imust icomply iwith iShariah iprinciples ior iIslamicnnlaw,

iand i

(ii) (ii) iwealth iand ifinancial iprogress iof ithe itakaful icompanies ineed ito ibe idisclosed.

Due ito ithat, iit iis iimportant ifor itakaful ibusiness ito ibe iregulated iby iIslamic ischolars iof ithe

iShariah. iA iShariah iSupervisory iBoard i(SSB) icertifies iin ian iannual ireport ithat ithe itakaful
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ioperations iare icompliant iwith iIslamic ilaw. iSSB icertification iis imuch ilike ian iauditor’s

icertification ithat ia ifinancial ireport iis icompliant. iIt iprovides ilittle idetail iof ithe ibases ifor ithe

iopinion. iMembers iof iSSB iare iconstrained iby ithe iadvisory inature iof itheir irole, iwith ino

ienforcement ipowers, iand iby ithe ipart-time inature iof itheir iinvolvement. iThe imost icited iareas

iof itakaful ioperations ithat irequire ia iShariah iadvisor’s iapproval iare iunderwriting isurplus

idistribution iand iinvestment iinstruments i(81%), iallocation iof iqard ifacility i(69.1%) iand ithe

iinvestments iportfolio i(61.9%)37. i

The idistinctive icharacteristics iof itakaful iand iits icomplexity iin icertain iproducts iincrease ithe

iimportance iof idisclosure iconcerning iits ioperating imodel. iIn iparticular, igiven ithe ivarious

imodels iadopted iin ithe iindustry. iIn ipractice, ithere iare ithree iforms iof icompensation ireceived

iby itakaful ioperator. iFirst, iwhere ia itakaful ioperator imanages ithe ioperations iagainst ian

iupfront iagency ifee iit iis icalled ia iwakalah i(agency) icontract. iIn ithis iarrangement, ithe

ioperator ias ian iagent ireceives ian iupfront iagency ifee iat ithe itime ia iparticipant iis iadmitted ito

ithe itakaful ipool iwhich iis igenerally iexpressed ias ia ipercentage iof ithe ipremium icollected

ifrom iparticipants.

The ifund ifrom ithe itakaful ipool iwill ibe iused ito icover iall ithe iclaims iand ioperational

iexpenses iand imanagement iof ithe itakaful ioperation, iwhich iinvolves ian iinvestment iof ithe

itechnical ireserves iand iall iprofits ior ilosses iare icredited ito ithe itakaful ipool. iThe itakaful

ioperator iwill istill iget ia iwakalah ifee iregardless iof iwhether ithe ipooling ifund iis ia isurplus ior

ideficit, ias ilong ias inew ibusiness iis iissued iand icontinues ito iexist.

Second, ithe icompensation icomes ifrom iwhere ithe itakaful ioperator ireceives ia ishare iin

iinvestment iincome ifrom ithe itechnical ireserve. iThis icompensation iis inamed ithe imudarabah

i(profit-sharing) icontract. iIn ithis icontract, ithe itakaful ioperator ionly ireceives icompensation

ifrom ithe iinvestment iof ithe itechnical ireserves iif iit iis imaking iprofit iand inothing iif iit imakes ia
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iloss. iMudarabah iserves ithe ipurpose iof iallowing ithe ifund ito igrow irather ithan ileaving iit

istagnant, iwaiting ifor iclaims iand iother irelated iexpenses. iThe itakaful ioperator iis iexpected ito

iinvest ifunds iaccording ito ithe irules iand iprinciples iof ithe iShariah iand ihe imust iabide iby ithe

iterms iof ithe itakaful icontract. iThe itakaful ioperator iis ialso iobligated ito ibe ivery itransparent

iwith ithe iparticipants ion iwhere iand ihow ithe icompany ihas iinvested itheir ifunds ithus iavoiding

iany iuncertainty iand iuneasiness iamong ithe ipublic37. iIf iany iprofit iis imade ifrom ithe

iinvestment ithen iit iwill ibe iappropriately idistributed iamongst ithe iparticipants iand ithe itakaful

ioperator ibased ion ithe iagreed iprofit isharing iratio iby iall iparties. iThe ilosses iwill ibe iborne iby

ithe itakaful iparticipants iand inot ishareholders, ionly iexcept iin icases iwhere ithat ithe iloss iis

icaused iby ithe inegligence iof ithe imanager iwhere ithe imanager iwill ibe iheld ijointly iresponsible

ifor ithe iloss. iThe ientrepreneur idoes inot iassume iany iliability iin icase iof ithe iloss ibecause ihe

ihas ialready iprovided ithe iexpertise31.

The ithird iform iis icalled iji’alah ior ithe imodified imudarabah icontract. iIt iis ia isurplus-sharing

icontract iwhere ithe itakaful ioperator ireceives ia ishare iin ithe iinsurance isurplus inet iof ithe

iwakalah iand imudarabah icompensation iand inothing iif ithere iis ia ideficit. iJi’alah iis ia

iperformance-based icontract iwhere ithe isurplus iis ishared iwith ithe itakaful ioperator ias ian

iincentive ifor igood iperformance iin iexercising iprudent iunderwriting ito iprotect ithe ifund ifrom

iturning iinto ia ideficit. iWhether ithe itakaful ioperator ishould ibe ipermitted ito ishare iin

iinsurance isurplus iis ia itopic iof idisagreement iwithin ithe iShariah icommunity. iSome iShariah

ischolars ibelieve ithat ithis isharing iviolates ithe iidea iof imutuality iand itarnishes ithe i"purity" iof

ithe iunderlying iShariah-approved icontract iunder iwakalah. iHowever, isurplus isharing iis

iviewed ias ia ilegitimate iexpansion iof ithe iwakalah icontract iby iother iShariah iexperts. iThese

ischolars ijustify isurplus isharing ias ian i“incentive ifee” ifor igood iperformance31.

Most itakaful ioperators iuse ia icombination iof ithese ithree iperformance iincentives iin itheir

ioperation ias ia iform iof ioperator icompensations. iFor iexample, ithe imudarabah icontract ican ibe
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iused ifor ithe iinvestment ipurposes iof ithe ifund iwhilst iwakalah ican ibe iused ifor ithe iinsurance

iactivities iof ithe ifund. iThe icontract iof iji’alah imay ialso ibe iused ito iprovide iincentives ifor ithe

itakaful ioperator ito iupgrade iperformance ibecause ithe icompensation iis itied ito ioverall

iperformance iand ioutput. iThe ivariety iof iShariah-compliant icontracts ihelps iin iproviding imore

iflexibility, ibut ithere iis ilittle ieconomic ianalysis iof itheir iincentive iproperties. i

2.1.23 Takaful iWindow iOperations iand iShari’ah iCompliance

Window ioperations iare iobtained iwhere itakaful iproducts iand iservices iare iprovided ivia ia

isubordinate ioffice iof ia iparent iconventional icompany iwhich ioffice iremains iattached iand

ianswers ito ithe iparent. iIn ithe iglobal itakaful iindustry, ithere iare iover i80 itakaful ioperators iand

iover i200 iwindow ioperators. iCountries iwhich iallow iwindow ioperations iinclude, iamong

iothers, iPakistan, iIndonesia, ithe iUnited iKingdom, iNigeria iand iThailand. iIn ithe ifirst iplace,

ifunds ifor ithe iestablishment iof ithe iwindows iare iprovided iby ishareholders iof ithe iparent

icompany37.These ifunds ido inot ihave ito ipass ithe itest iof ishari’ah icompliance irelating ito

iinvestment iavenues iand ithe iavoidance iof iriba, igharar ior imaysir37. iThis iin iitself imay inot ibe

ia iproblem iif ithe itakaful ifund iitself icontinues ito iobserve ishari’ah icompliance ibut iwhere ithe

itakaful ifund iruns iinto ia ideficit iand ithere iis ithe ineed ito iprovide ia iqardhasan i(benevolent

iloan), ithis iwill ibe idone ifrom ithe isame ishareholders‟ ifund ithus ipossibly iinfusing inon

ishari’ah icompliant ifunds iinto ithe itakaful ipool.

In iaddition, ithough imost ijurisdictions iwhere itakaful iwindows iare iallowed iinsist ion ithe

isegregation iof ithe itakaful ifunds ifrom ithose iof ithe iconventional ibusiness, ithis imay inot

ialways ibe ithe ipractically ipossible ias imost icompanies iusually iretain iand ishare iaccountants,

iauditors iand iinvestment imanagers37.

Also, ito iestablish iwindow ioperations, imost iconventional iinsurers ico-opt istaff ialready iwithin

itheir ipayroll ito iinto itheir itakaful iunits. iThese istaff imay inot inecessarily ihave iknowledge iof
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iand/or iexperience iin iIslamic ifinance iparticularly ias iit irelates ito itakaful ias iit ione iof ithe

iproblems ialready ifacing ithe iindustry iis ithe idearth iof isuitably iqualified ipersonnel. iIn ifact,

ieven iwhere ispecific ipersons iare iallocated ias imanagement iof ithe itakaful iunit, ithis imay inot

ibe iso ifor imarketing istaff. iTherefore itakaful iproducts imay ibe imarketed ialongside

iconventional iproducts iby iany iand iall imarketers. iThis iis ifurther icompounded iby ithe ifact ithat

iwhile ilegislation iin isome icountries iinsists ion iminimum ieducational irequirements iand

itraining ifor ieligibility ito iengage iin itakaful imanagement iand imarketing iothers iare isilent.

Lastly, ian iimportant iaspect iof ithe ishari’ah icompliance iof itakaful iis ithe iestablishment iof

iadequate iretakaful. iThis imust ibe idone iwith ian iequally ishari’ah icompliant iretakaful iprovider.

iHowever, idue ito ithe ilack iof isufficient iretakaful iproviders iin imany ijurisdictions, ischolars

ihave iallowed ifor ithe iuse iof iconventional ireinsurers ithough ithey iare iencouraged ito ifirst ilook

ifor ia iretakaful icompany39.Takaful iwindow ioperators, ibased ion ithis iconcession, imay ibe

iinclined ito iuse ithe isame ireinsurer ifor iboth iconventional iand itakaful iproducts iparticularly

iwhere ithe itakaful ibusiness ihas inot iachieved ia ilot iof iretention.

2.1.24 Principles iof ian iIslamic iFinancial iSystem

The irationale ibehind ifinancial isystems, iwhether ithey iare iconventional ior iIslamic, iis ito

iutilise ithe iresources iin ian ioptimal imethod, ithrough idirecting ior iredirecting ithese irecourses

ito idifferent iinvestment iprojects, iin iorder ito iattain iprofit imaximization. iNevertheless, ithe

icore irationales iwhich irule ithe iIslamic ifinancial isystem iis inot isolely iprofit-maximization.

iProfitability iis ineither ithe ionly inor ithe idecisive ifactor iof ithe itheory ifor iIslamic ifinance.

iSharia irules, iwhich igoverns iIslamic ifinance, iis icharacterised iby ian iintegrated iand

icomprehensive iframework ithat idirect ian ieconomic, isocial iand ipolitical ilife139. iTherefore, ithe

iprinciples iof ian iIslamic ifinancial isystem ireflect ithe iinterest iof isharia ion ithe iconsequences

iof ithe ifinancial istructure iof iother iaspects iof ilife. iThe iobject iof isuch ia isystem ilies iin ithe
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iaspiration ito iensure ithat idifferent iIslamic ifinancial iproducts iare icompatible iwith ilegal iand

imoral ivalues iof iIslam140.

i. Prohibition iof iRiba i(interest)

From ithe ietymological istandpoint, ithe iterm iRiba iis iderived ifrom ithe iArab iword i“arba”,

iwhich imeans ito ienlarge ior ito iboost. iAccording ito ithe iMuslim ijurisprudence, iRiba iis

idefined ias iany ifinancial ibenefit ior iexcess iestablished iby ione iof ithe icontractors iwithout

ijustifiable iand isatisfactory iequivalent140.

ii. Prohibition iof iInterest iin iOther iReligions

The iinterest ior iusury, iwhether iit iis iat ia ilow ior iexcessive irate ihas ibeen ipracticed iin idifferent

iparts iof ithe iworld ifor ino iless ithan ifour ithousand iyears. iDuring ithis itime, ithere iis

iconsiderable ievidence iof ia istrong idispleasure iby idifferent itraditions, ifoundation iand

icommunity ireformers ion ithe iethical, ireligious iand iformal ibasis141. iThe ilogic iand iarguments

iemployed iby ithese iwidespread icritics ihave iincluded iwork imorals, icommunity ifairness,

ieconomic iinsecurity, iand iother iaspects. iFurther ievidence ifor ithe iexistence iand iprohibition

iof iinterest iin ihistory ihas ibeen ibrought ito iexistence141. iIt iwas ireported ithat iAristotle

idisagreed iwith iany iamount iof iinterest ibecause ihe iconsidered imoney ias i“sterile", iwhich

imeans ithat iit iis inot isupposed ito ihave ithe iability ito iincrease iunless iit iis iserving icertain

ipurposes. iAlso ievidence ion icancellation iof iall iprivate iand ipublic idebts iby iauthorised

iindividuals iin iold iRepublican iRome iin i594 iBC iwas iprovided ias iinterest iwas iprohibited.

It iwas ireported ithat ibarring ithe ipractice iof iinterest iis inot ivoiceless iin iother ireligions ias iit

ihas ibeen ifound iin iJudaism, iChristianity, ias iwell ias iHinduism iand iBuddhism139. iThere iis

ievidence ithat iin iJudaism, iinterest i(whether iit ihad ibeen icharged ion imoney, ifood ior ianything

ielse) iwas iseen ias iunacceptable iand ian iunjust iaction, iespecially iif iit ihas ibeen icharged ifor
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iamongst itheir iown inationality. iTherefore, iJewish isocieties iused iban iinterest iamong

ithemselves, ibut iallow iinterest ion imoney ilending ito iother inationalities. iIt iwas ireported ithat

iJewish iphilosophy isupports ithe iprohibition iof iinterest iin iorder ito isupport ithe imorals iof itheir

isociety139. iConsequentially, ithis ibenevolent inature iof ithe iprohibition ion iinterest iimplies ithat

iits icontravention iwas inot iseen ias ian iillegal ioffense ithat irequired ilegal isanctions, ibut ifairly

ias ian iethical imisconduct.

iii. Prohibition iof iInterest i(Riba) iin iIslam

The iprohibition iof iRiba iin iIslam iis isolely ifrom ithe iQuran iand ithe iSunnah i(the isayings iand

idoings iof ithe iprophet iMohammed iSAW). iAccording ito ithe iIslamic ifinancial isystem, ithe

iexchange ibetween ithe ibuyer iand iseller iis ipermissible. iThe iunderstanding ibehind ithe ilegality

iof isales iand iexclusion iof iRiba iin iIslam ihas ibeen iexplained139. iThey ireport ithat ithe ifinancial

iexchange ibetween ithe ibuyer iand ithe iseller iis iseen ias ijustifiable ibecause ithe iprofit iis

iequivalent ito ithe ilabour iand itime iand irisk iis iundertaken ito isecure ior idevelop ispecific

icommodity ito isatisfy ithe iseller. iOn ithe iother ihand, iinterest iis ideemed iunfair, ibecause ithe

ilender iis ilegally iassured iof ihis iprincipal iand ipremium iloan iat ithe itime iof ithe iagreement.

iThis imeans ithat ithe iinterest ipaid iis inot ibased ion ithe irisk itaken, ilabour iand ithe itime

iundertook ito idevelop ithe icommodity. iFrom ian iIslamic iethical ipoint iof iview, ithe iuse iof

iinterest iis ioppressive ito ithe iborrower, iespecially iin ia iproduct ior ieconomic icollapse.

According ito ithe iIslamic iprinciples, ithere iare itwo itypes iof iRiba: iRiba ial-nasi'ah i(nasi'ah

imeans idelay) ior icredit iRiba’ iand iRiba ial-fadl isurplus iRiba i(excess iin ispot itransaction). iThis

itype iof iRiba ioccurred iwhen ithere iis ia idelay iin ipayment iof ian ioutstanding idebt, iwhether ithe

idebt iis ia iresult iof isold icommodity ior imoney ilent. iThis ikind iof iRiba icomes ifrom ia ifixed

ireturn iof imoney ithat iwill ibe igiven ito ithe iloan iprovider ifollowing ia icertain iperiod iof itime
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ifrom iwhen ithe iprincipal iamount iwas igiven iand iif ithe iborrower iexceeds ithe itime iallowed ito

ireturn ithe imoney, ithey iwill ibe iexpected ito ipay ian iadditional iamount iof iinterest139.

2.1.25 Historical iBackground iof iTakaful iin iNigeria

Nigeria iis ithe ilargest icountry iin iAfrica iin iterms iof ipopulation. iAccording ito ithe iWorld

iBank, ithe ilast iestimation iof iNigeria’s ipopulation iis iapproximately i201 imillion ipeople. iOut

iof ithe iestimated ipopulation, iabout i50% iare iMuslims. iInternational iMonetary iFund i(IMF)

iprojection iforecasted ian iincrease iof ithe iNigerian ipopulation ito iaround i210 imillion

iinhabitants iby i202140. iBesides, iconsidering iits iestimated iGDP iof i1.1 itrillion iUS idollars,

iNigeria ihas ibeen iregarded ias ithe ilargest ieconomy iin ithe iwhole iof iAfrica isince i2015.

iEarlier, ithe iCentral iBank iof iNigeria i(CBN) ihad idivulged iits i2020 iFinancial iSystem

iStrategy ias ithe iblueprint idesigned ito ireposition ithe icountry iin iorder ito iactualize ithe iaim iof

ibeing ithe iAfrica’s imajor iInternational iFinance iCentre i(IFC) iby ithe iyear i202041.

In iaddition, iNigeria ihas ibeen ioptimistically iprophesized, iby iGoldman iSachs, ias ione iof ithe

i11 icountries iin iworld iwith igreat ipotential ito ipossibly irival ithe iG7 icountries iin ithe ifuture. iIt

ishould ibe inoted iat ithis ijuncture ithat ithere iis ia ineed ifor ia irobust ifinancial isystem ito isupport

iNigeria’s iendeavors ito iactualize ia ivibrant ieconomy. iTo iachieve ia ivibrant ieconomy, ithe

iinsurance iindustry ihas iexperienced ia irecapitalization iexercise iin i2007 iwith ithe iintent iof

irepositioning ithe isector ifor igreater iefficiency iand ieffectiveness. iBeing ian iintegral ipart iof

ithe iIslamic ifinancial isystem, itakaful iis ian iimportant icomponent iin ithis idevelopment. iThe

iCentral iBank iof iNigeria, iin iits iprojection ifor i2012, iinitiated ithe iso-called i‘National

iFinancial iInclusion iStrategy’ ito ipave ithe iway itowards ithe iaccomplishment iof ia isignificant

iincrease iin ithe iaccess iand iuse iof ifinancial iservices iby ithe iyear i2020 ias ia iresult iof ithe

irealization iof isevere ifinancial iexclusion, iparticularly iin ithe iMuslim idominated iNorthern

iregion. iTherefore, ithe iNational iInsurance iCommission iof iNigeria i(NAICOM) iissued
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iTakaful-Insurance ioperational iguidelines iin i2013 iso ithat ithe idevelopment iof ithe itakaful

iindustry ican ibe ifacilitated iand ito iensure ithe ienhancement iof ifinancial iinclusion.

However, idespite ithe igrowing ipotentials iof ithis imarket iand ithe igovernment icommitment ito

iachieve ithis iend, ithe igrowth iof itakaful ioperations iin iNigeria ihas inot ibeen ireally iimpressive.

iConcerning iTakaful iLegislation iin iNigeria, iit iis iimportant ito inote ithat itakaful ioperations iin

iNigeria iare iregulated iby ithe i2013 iOperational iGuidelines ifor iTakaful iInsurance iOperators,

iwhich ibecame ienforceable ibefore iit iwas ilaunched iin iMarch i2013 iby ithe iNational iInsurance

iCommission i(NAICOM). iThis idocument iprovides idetailed iand icomprehensive istructure ifor

iall imatters iconcerning itakaful ioperations iin ithe icountry. iAs ipart iof ithe iinformation iin ithe

iguidelines, iSection i1 ifeatures ia igeneral ioverview icovering ithe iintroduction, iobjectives,

iscope, iimplementation, iand ithe iconcepts iof iTakaful-Insurance37. iBasically, ithe iguidelines

iaim ito iincrease iinsurance ipenetration iand ifinancial iinclusion iin iNigeria. iIt iprovides ia

iframework iwithin iwhich itakaful ioperators ishall isuccessfully icarry iout itheir ibusiness

iefficiently iand ieffectively. iThe iscope iof ithe iguidelines icovers ithe iregulation iof icommercial

itakaful iactivities iand iother irelated ioperations iconducted iin iNigeria. i

Section i2 iof ithe iguidelines ipresent igeneral iprovisions iand iprocedures ifor iadopting ian

ioperating imodel iby ithe iprospective itakaful ioperators iin ieither iof ithe itwo iclasses iof ibusiness:

ifamily itakaful ior igeneral itakaful37. iFurthermore, ithis isection ispecifies ithree ioperating

imodels: iMudharabah ibased, iWakala ibased, iand iHybrid iWakalah iMudharabah imodel

icomprises iboth iWakala iand iMudharabah. iDocumentation iand idisclosure irequirements

irelating ito ithe ioperating imodel iadopted iby ithe itakaful ioperators iare ialso icontained iin ithis

isection iof ithe iguidelines. iIn isection i3, ithe iguidelines ipresent i igovernance istandards ifor

itakaful ioperators37. iThis ientails ithe irequirements ifor itakaful ioperators ito ihave ian iAdvisory

iCouncil iof iExperts i(ACE) ias iwell ias itheir irequired icompetency iand icode iof iconducts.

iSimilarly, iit iincludes ithe iduties iand iresponsibilities iof ithe iAdvisory iCouncil iof iExperts
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i(ACE) iand ithe itakaful ioperators, iincluding ithe iACE iopinion iin ithe iannual ireport, idisclosure

irequirements iby ithe itakaful ioperators, iaccessibility iof ithe iACE ito ithe ipublic, ithe iregulator's

iTakaful iAdvisory iCouncil i(TAC), iShariah icompliance, iand iother irelevant irequirements. iThe

i2013 iTakaful-Insurance ioperational iguidelines iprovide ithree ibusiness imodels ifor iTakaful

ioperators. iThese iinclude ithe iMudharabah icontract i(profit isharing), iWakala icontract i(agency),

iand iHybrid iWakalah-Mudharabah icontract i(agency-profit isharing). iFor ieffective ioversight,

itakaful ioperators imust iobtain iapproval ifrom ithe iNAICOM iafter ithe iapproval iof itheir iACEs

iand iBoard iof iDirectors ifor ithe ibusiness imodel ithey iintend ito iadopt. iTo ipromote iinnovation

iand iproduct idevelopment, itakaful ioperators imay ipropose ito iadopt ia idifferent imodel iapart

ifrom ithe ithree imodels iprovided isubject ito ifinal iapproval iby ithe iNAICOM.

2.1.26 i iDevelopment iof iTakaful iin iNigeria

African iAlliance iinsurance iis ithe ifirst icompany ito iintroduce itakaful iproducts iin iNigeria iin

i2015. iThe icompany iis iknown ias ithe icountry’s iearly iexpert iin ilife iassurance iand ioffers

ifamily itakaful iproducts ithat iare isimilar ito ilife iinsurance i(conventional) ithat iconsist iof iboth

isavings iand iprotection icomponents. iAnother iinsurance icompany, iNiger iinsurance, icame iinto

ithe itakaful imarket ishortly iafter ithe iAfrican ialliance. iThe icompany ideveloped iand

iintroduced iproducts ithat iare iin iline iwith iShariah iprinciples iof isavings iand iinvestment iplan.

iFollowing ithis, icornerstone iinsurance icame ito ithe imarket iby iintroducing ihalal itakaful

iNigeria; ithis icompany iis ia itraditional iinsurer iwith ia itakaful iwindow. iIn i2013, iit ibecame ithe

ifirst ilicensed icomposite ioperator iin ithe icountry, ioffering iboth igeneral iand ifamily itakaful ias

iwell ias ia itraditional iproduct ito ithe ipublic iin iNigeria. iThe ioperational iguideline ifor itakaful

iinsurance iwas iissued iby iNAICOM iin ithe isame iyear, iwhich iwas ithe ifirst inational iguideline

ifor iNigeria’s itakaful iinsurance imarket iwith ithe iestablishment iof iShariah icompliant

iframework. iThis iis ito iimprove ithe itransition iof itraditional iinsurance iinto ithe itakaful

ioperator ito iimprove iperformance ibased ion iShariah iprinciples iand icorporate igovernance.
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iThese iguidelines ioutline iand iclarify ithe iduties iand iresponsibilities iof ithe ioperators iand ias

isuch, ithey iinfluence ithe ioperational iand idisclosure irequirement istandard. iThere iare ithree

imodels iof ioperating isystem: iMudarabah i(profit-sharing), iwakala i(agency), iand iboth iwakala

iand imudarabah i(hybrid). iThese iguidelines imake iit icompulsory ifor iall ithe ioperators ito

iprovide ia iShariah iadvisory icouncil iexpert ithat iwill ibe iresponsible iand iaccountable ifor iany

iShariah irelated imatters iin imaking idecisions, ijudgement, isharing iopinions iand iviews. iDue ito

ithe ishortage iof iShariah iexperts iin ithe icountry iat ithe iinitial istage iof ioffering itakaful, ithe

istipulated iguidelines iallowed ithe iNAICOM’s itakaful iadvisory icouncil ito ibe iinvolved iin ithe

idecision imaking iof iShariah imatters iregarding itakaful iin ithe icountry. iSince ithen, ifive

iinsurance icompanies ihave isought iapproval ito iestablish itakaful ibusiness iin ithe icountry.

Furthermore, iNAICOM iis icurrently iconsidering ihow ito ipermit iforeign iparticipants iin ithe

iprovision iof itakaful iservices ito iaccelerate ithe igrowth iof itakaful iand iconventional iinsurance

iin iNigeria.

2.1.27 Efficiency iAnalysis iof iTakaful iInsurance iCompanies

A ireview iof iexisting iliterature ireveals ithat ithe iefficiency iand iperformance iof ithe iinsurance

iindustry iis iundoubtedly ia itopic iof igreat iinterest iin ithe iacademic iliterature iduring ithe ilast

itwo idecades. iMany istudies iexamined ithe iefficiency iand iproductivity iof ithe iinsurance isector,

iboth iin ideveloped icountries iand ideveloping ieconomies.

The imost icommon itechnique iused iby ithe iresearchers ito imeasure ithe iefficiency iof ithe

iinsurance icompanies iis ithe iData iEnvelopment iAnalysis i(DEA), iwhich iwas iintroduced iby

iCharnes, iCooper, iand iRhodes42. iDEA iis ia inonparametric itechnique ithat ican ibe iused ito

imeasure ithe irelative iefficiency iof idecision-making iunits iwith imultiple iinputs iand imultiple

ioutputs. iThe itechnical iefficiency iof ieach idecision-making iunit irefers ito ithe iratio iof ithe

iweighted isum iof ioutputs ito ithe iweighted isum iof iinputs. iDEA icalculates ithe i“efficiency
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ifrontier” ibased ion ithe iinput-output icombination iof ithe ibest iperforming iunits iand ithe

iefficiency iscores iof iother iunits icalculated ibased ion itheir idistance ifrom ithe ifrontier. iThe

inon-parametric ifrontier ianalysis iuses imathematical iprogramming ito imeasure ithe irelationship

iof iservices iprovided i(outputs) ito iassigned iresources i(inputs)43.

The iliterature ireveals ithat ia ifew istudies ianalyzed ithe iefficiency iof ithe itakaful iinsurance

icompanies iand imost iof ithe istudies ianalyzed ithe iefficiency iof ithe itakaful icompanies iwith

ithe iconventional iinsurance icompanies itogether iby iusing iDEA imethodology. iThe isummary

iof istudies ithat iused iDEA ito ianalyze ithe iefficiency iof itakaful iinsurance44. i iThe istudies

ireveal ithat iefficiency ianalysis iof itakaful iinsurance icompanies ihas ibeen idone ieither ias ia

icomparison iof ithe idifferent iregions ior icountries ior ias ia icomparison iof icompanies iin ia

icountry. i

2.1.28 Measures iof iInvestment iDecisions i

i. iMarket iprice iper ishare

The imarket ivalue iper ishare ior ifair imarket ivalue iof ia istock iis ithe iprice ithat ia istock ican ibe

ifreely ipurchased ior isold iin ithe imarket iat ia igiven ipoint iin itime18. iIn iother iwords, ithe imarket

ivalue iper ishare iis ithe i“going iprice” iof ia ishare iof istock. iShare iprice iin iany igiven imarket iis

ia isubstantial ipointer ito ithe ivalue iof ian iinvestment iat iany igiven iperiod iof itime iwhich iafford

ithe iinvestors iinformation iregarding ithe iworth iof itheir iinvestments45. iThe imarket iprice iper

ishare ican ialso ibe iseen ias ia ipointer ito ithe ifinancial iposition iof ian ientity iand ia ideterminant

iof ia ifirms’ imarket icapitalization. iThe ivariation iin ithe istock iprice iof ia ifirm iis iattributable ito

ichanges iin ithe ieconomy iand istock imarket ias iwell ias ithe iperception iand iexpectations iof ithe

iinvestors. iThe istock iprice isturdily ipredisposed ito ithe ilaw iof isupply iand idemand. iThere iis ia

ian iupsurge iin ithe iprice iof ishares iwhen ithere ia isuperfluous idemand ifor iit iand ithe iprice
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iplummets iwhere ithere iis iexcess isupply. iMarket iprice iper ishare iis ithe icurrent ishare iprice iof

ia ifirm idivided iby ithe iaggregate inumber iof ishares ioutstanding.

ii. iFinancial iReporting iQuality

Financial ireporting iis ithe imethod iof ireporting icorporate ifinancial ioperations ion ia istructured

ibasis. iIt iwas iconsidered ito ibe ian iimportant iresource ifor iany ibusiness iparticipant. iIt ialso

iremoves ithe imystery iand idifference iof iopinion ibetween iall iinterested iusers, isuch ias

iadministrators, icustomers, iregulatory iauthorities, icommunity iand iother istakeholders. iEvery

iparty iis iengaged iin ithis iprocess, iand iany iactivity irelating ito ithis iprocess ishould ibe icarefully

isubmitted, iin iparticular ithe ideclaration iprocess, iall itransactions, iaccounting ipractices iand iall

idecisions iand iopinions iof ithe ipersonnel iinvolved iin ithis iprocess46.

Financial iReporting iis ithe iway iin iwhich icompanies idemonstrate itheir isuccess ito idiverse

iclients ithrough ithe ipreparation iof ifinancial istatements. iThis iinvolves ilenders, ifinanciers,

icreditors, iclients iand ithe igovernment. iThe iaim iof ifinancial ireporting iis ito iprovide ivaluable

iinformation ifor ithe idecision-making iof idifferent istakeholders ithrough ithe iprovision iof

iinformation ion ithe ireporting iagency. iThese idecisions icould irequire ithe iprovision iof icapital

ito ithe iorganization. iThe iconsistency iof ifinancial ireports iapplies ito ithe ifeatures iof ithe

icompany's ifinancial istatements. iFor iFinancial ireporting iis inot ijust ia ifinal ioutput; ithe

iconsistency iof ithis iprocess idepends ion ieach iof iits ielements, iincluding idisclosure iof ithe

iactivities iof ithe icompany, idetails ion ithe icollection iand iimplementation iof iaccounting

ipolicies iand iknowledge iof ithe idecisions imade47. iWith irespect ito ithe istandard iof ifinancial

istatements, ilet ius ifirst iremember ithat ithe ipurpose iof ifinancial ireporting iis ito iprovide

ivaluable iknowledge ifor idecision-making. iHowever, ieven ithough ibusinesses ican iproduce

ifinancial istatements iin icompliance iwith icommonly iagreed iaccounting istandards, ithese

istatements imay ipresent ivarying idegrees iof iconsistency48. i
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Financial ireporting iconsistency iallows ibusinesses ito ivoluntarily ibroaden ithe ireach iand

iquality iof ithe iinformation ithey ipublish, iand iensure ithat imarket iinvestors iare iproperly

iinformed iin iorder ito imake isound iinvestment iand icredit idecisions. iThis ihigh-quality

iinformation ipromotes iincreased iopenness iand ieliminates iinformation iasymmetries iand imeets

ithe ineeds iof iinvestors iand istakeholders. iNumerous ibenefits iof idelivering ihigh-quality

iinformation ihave ibeen imentioned: ithe iquality iof ifinancial istatements idecreases iinformation

irisk iand iliquidity iprohibits imanagers ifrom iusing idiscretionary icontrol ito itheir iown ibenefit

iand iallows ithem ito imake ieffective iinvestment idecisions49. iCompanies ireporting ihigher-

quality ifinancial iinformation ioffer imore iinformation ito ithe iagents iof ithe idifferent imarkets,

ihelping ithem ito ioperate ion ithe imarket iunder ibetter iterms iand ia ihigher istandard iof

iinformation49. iThe icharacteristics iof ifinancial ireporting iare;

a. Earnings iQuality

Earnings iquality iis ia ikey icharacteristic iof ifinancial ireporting. iIt iexemplifies ithe iprinciple

ithat ifinancial ireports ishould ibe ias ivaluable ias ipossible ito iinvestors iand iother icapital

iproviders iin imaking itheir iresource iallocation idecisions8. iHigh-quality ifinancial ireports

ishould iimprove idecision imaking iand, ithus, icapital imarket iefficiency. iEarnings iquality iis

ihowever ian ielusive iconstruct iand ipeople itend ito iunderstand iit iin ivarious idifferent iways.

iThere iis ino igenerally iaccepted imeasure, ibut ithe iliterature ihas ideveloped ia ivariety iof

iproxies ifor iearnings iquality, iwhich ifocus ion iparticular iattributes iof iwhat iearnings iquality iis

iconsidered ito ibe50.

The inotion iand idefinition iof iincome iquality iin iliterature iis istill iconfusing iand ino iconsensus

iis ireached ion iits ispecific idefinition iand imeasures51. iIts iuse iand iqualities icannot,

inevertheless, ibe ioverlooked iin iaccounting iliterature. iIn iorder ito iexamine iproperly ithe

ifinancial iperformances iof ia ifirm; iearnings iquality iis iknown ias ithe iextent ito iwhich ithe
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ireported iincome ireflects ithe ieconomic ireality52. iThe imain iaim iof ifinancial ireporting ion ithe

icapital imarket iis ito iaid iparticipants iin ithe iformation iof ijudgments’ iand iinformed iinvestment

ichoices53. iThe istakeholders ihave ito ibe ihelped ito imake idependable iand iquality iinvestment

ichoices iin ithis iregard29. iGenerally ispeaking, ilow iincome iquality, ichances iof iearning iand

ibiased ifinancial ireport icause iquestions iand iconcerns iabout itheir itrustworthiness iin icreating

ireasonable iinvestment ipredictions iand ijudgments ifor ianalysts, iinvestors iand imarket

iparticipants.

Earnings iquality igets ihigher ionce iaccrual iis iwell iestimated iand iused ito ispot iout iirrelevant

ichanges iin icash iflow54. iThe istudy iconjointly idiscovered ithat, ithe istandard iof ireported

iearnings idecreases ionce iaccruals iis iused iby ipreparers iof ifinancial ireport ito ihide inecessary

ichanges iwithin ithe iincome iof ian ientity. iMoreover, iit iwas ishown ithat iaccrual iquality iis

iusually iused ias iproxy imeasure iof iearnings imanipulation; ilarge iamount iof ireported iaccrual

iby icompany imay ibe isign iof iearnings imanipulation iand irepresent ipoor iquality iof ithe

ireported iearnings ientity55.

b. Accounting iConservatism

Accounting iConservatism iis ithe iaccountant’s itendency ito irequire ia ihigher idegree iof

iverification ito irecognize igood inews ias igains ithan ito irecognize ibad inews ias ilosses.

iConservatism iis ithe iasymmetry iin ithe iverification irequirements ifor igains iand ilosses56.

iAccounting iconservatism iis iaim iat isafeguarding ithat icost iare iacknowledged iimmediately ias

ithey iare iincurred iand irevenue iare ialso iacknowledged ionly iwhen ithey iare itaken iin. iThis

ishould inot ilead ito iundervaluing iof iassets ior iincome. iSome iof ithe ibenefits iof iAccounting

iConservatism iof ifinancial ilists iare: ireducing iopportunist imotives ifor imanagers iwhen

idisclosing ioptimistic iresults, iincreasing icontracts icontrol, iand ireducing icourt icosts. iThe

ineed ifor iaccounting iconservatism iis irelated ito ithe iincrease iof icredibility iin iaccounting
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iinformation. iAccounting iconservatism ican ibe iinterpreted ias icapturing iaccountants’ itendency

ito irequire ia ihigher idegree iof iverification iin irecognizing igood inews i(gains) ithan ifor ibad

inews i(losses) iin ithe ifinancial istatement57.

Accounting iconservatism imay iminimize iasymmetry iof iknowledge ibetween imanagers iand

ishareholders, iand ilower iagency icosts, ithereby iimproving ishareholder iprotection iand

ibusiness ivalue. iAt ibest, iconservatism iis ia ibad istrategy ito iaddress ithe iphenomena iof iprofit

iuncertainty iand, iworse ieven, ito idestroy iaccounting idata ialtogether. iAccounting iconservatism

iencompasses ipessimism iwhich imay ilead ito idistortion iand iimproper iinterpretation iof

iaccounting iinformation, iand ihence iits ieffect ion iits iappropriateness, ireliability iand

icomparability58. iConservatism iof iaccounts icomprises iasymmetry ifor ithe itiming iof iprofits

iversus ilosses, isuch ithat iloss irecognition iis isooner iand iinvolves ithe ievaluation iof inet

iunderestimated iassets. iThe ifrequency iat iwhich ilosses iare ireported iis iconservative. iThe

iprompt iidentification iof iloss iof iaccounting iConservatism iis icarried iout iwith ithe iargument

iof ia ibetter ifinancial istatement iby iusers iin ieconomic ijudgments ibeing ithoroughly ichecked

iinformation. iManagers ihad iopportunity ifor iover-reporting iassets iand iincomes isuch ithat

icontracts imay ihave iinfluence ion iaccounting ifigures. iConservatism ican ioffset ithis

iopportunistic ibehavior iand iminimize ipredicted ilosses ifor iinvestors iby iemploying ithe

iasymmetric iloss ifunctions. iAccounting iconservatism ihas ibeen iidentified ias ian ioffset iin inet

iaccounting iasset irelated ito ian iincomplete iand iinconsistent iacknowledgement iof ieconomic

ivalue iin ithe iaccounting iincome. iIn igeneral, iconservative iaccountability ihas itwo imajor

ireporting ielements: iasymmetrical itimeliness ito irecognize iaccounting ibenefits iagainst iloss

iwhich iis idescribed ias ian iunconditional iaccounting ipreservatism iin iterms iof iconditional

iconservativeness iand isystemic iunderreporting iof inet iassets ivalue56.

Conservative iaccounting irequires iverifiability ithat ireduces ithe ipossibility ifor imeasurement

imistakes iand ihence ienhances ithe itrustworthiness iof iresultant iinformation. iIf iunconfirmed
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iinformation iis iunreliable ienough, iits isignificance imay ieasily ibe ireduced59. iThus, iwhen

iaccounting imethods igrow imore iconservative, iinvestors iwould iprofit ifrom ihaving iverified

iinformation, ihence iincreasing ithe iutility, iwhich imeans ithat iaccounting iinformation iis iof

ivalue isignificance. iConservatism ibasically isays ithat iaccountants ishould inot iexpect iprofit ibut

ianticipate iall ilosses iwhile idocumenting ifinancial ioccurrences56. iConservatism ithus isets ia

ihigh iverifiability ibar iand ioffers iimportant iinformation ifor imany iuses.

c. Timely iLoss iRecognition

Timely iloss irecognition iis ia itechnique iused iin idetecting ithe ivalue iof iearnings imanagement.

iIn iinternational iframework, ithe ifinancial istatements ishould ifocus ion itimely iloss irecognition

iin ithe imoment ionce ithey ihad iappeared, irather ithan ireporting ithem ion iseveral iperiods iof

itime55. iThis imethod iis icorrelated iwith ithe iprincipal iof iearnings imanagement. iInstances

iwhereby ian ientity ihas ihigher ivalues iof iearnings imanagement ithan itimely iloss irecognition iis

irarely iseen57. iConditional iconservativism iis ireflected iin ithe iasymmetric itimeliness iof iloss ivs.

iprofit irecognition, iwhich istems ifrom iaccountants’ itendency ito irequire ia ihigher idegree iof

iverification ifor irecognizing igood inews ithan ibad inews iin ifinancial istatements." iThere iare

isome ilimitations ion itimely iloss irecognition ias ia iproxy ifor iearnings iquality; ihowever, ithere

iare imany ipapers ithat iuse iit ias ia iproxy ifor iearnings iquality. iWhen imanagers ihave ireduced

ior idelay ithe ipopularity iof iearnings, ithey itake iadditional iincome-decreasing imeasures ithat igo

ibeyond ithe iinvestor iprotection iobjectives ias idefined iin ithe iconceptual iframeworks, ithereby

iincreasing ithe iinformation iasymmetry icoefficient60. i

2.1.29 Financial iInclusion

Financial iInclusion i(FI) iis imulti-dimensional, icomprising ifinancial iaccess, ifinancial iuse iand

ifinancial iquality, iwhich iare idistinct ifrom ieach iother36. iFinancial iinclusion i(FI) iis ithe

iprocess iof iextending ifinancial iproducts ito ithe iunbanked iand ivulnerable ipopulace. iThis
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iprocess ienables iindividuals iand ibusinesses ito ihave iaccess ito ifinancial iservices isuch ias

ideposit, iloans, iinsurance, ipayments iand ifund itransfer iat itheir iconvenience iand ito imeet

ieconomic ineeds. iIn iother iwords, iit iis ithe ibringing ihome iof ifinancial iservices iat ian

iaffordable icost ito ithe idisadvantage igroup iin ithe isociety, iespecially ithe ilow-income iand

iunderprivileged. iGenerally, iFI iis ian iessential imeans ito ian iend iand inot ian iend iin iitself. iIt

ihas ibeen irevealed ito ibe ia imeans ito iachieving ifinancial iservices iaccessibility, icapital

iaccumulation, ipoverty ialleviation, iincreasing isavings iand iinvestments, igreater ifinancial

istability ias iwell ias ientrepreneurial iand ieconomic igrowth iin iboth ideveloped iand ideveloping

icountries61. iThe iimportance iof iFI ihad ibeen ioutlined iby isaying ithat iit ihelps ito ialleviate

ienterprises’ igrowth iconstraints iand iincreases itheir iaccess ito ifinance ithus ileveling ithe

iplaying ifield ibetween ifirms iof idifferent isizes61.

iThe iliterature ion imeasuring iFinancial iInclusion i(FI) ican ibe iconsidered inovel idue ito ithe

irecent idiscovery iand irealization iof ithe iimmense iimportance iand isignificance iof iFI iin ithe

ieconomy iat iboth ithe imacro iand imicro ilevels. iConsequently, ithe ipolicy idrive iand igoal iby

ithe iinternational icommunity icum inational igovernments ito iachieve ia igreater ilevel iof iFI ihas

iintensified isince ithe iadvent iof ithe i21st icentury. iWhile ia iconsensus iexists iin ithe iliterature

iregarding ithe isea iof iadvantages iand idire iconsequences iof iFinancial iInclusion iand iFinancial

iExclusion, iwhat iis iin icontention ihowever, iis ihow ito imeasure iit. iMeasuring ithe ilevel iof iFI

ihas ibecome iimperative ifor ieconomists iand ipolicy imakers ialike ibecause iit iis iregarded ias ithe

ibest iway ito iaccess iprogress imade iin-light iof iseveral iinternational iand idomestic iinitiatives,

iprograms, ireforms iand ipolicies iestablished ito iimprove iit. iWhilst iacross ithe iworld, iseveral

iinternational iand inational iefforts iare iunderway ito imeasuring iFI. iIn iNigeria ihowever, ithe

iprimary idata isource ifor imeasuring ithe ilevel iof iFI iis ithe iAccess ito iFinancial iServices iin

iNigeria isurvey, ia inational irepresentative isurvey iconducted ievery itwo iyears iby ithe

iEnhancing iFinancial iInnovation iand iAccess i(EFInA). iThe i2017 iAnnual iReport ion iNational
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iFinancial iInclusion iStrategy i(NFIS) ishowed ithat ithe ioverall iFinancial iInclusion iRate i(FIR)

icomprising iadults iwho ipatronize iboth iformal iand iinformal ifinancial iservices istands iat

i58.4%. iUndoubtedly, isurveys iare iamongst ithe imost ieffective imethods iavailable ito

iresearchers ito iadequately imeasuring iFI. iUndoubtedly, isurveys iare iamongst ithe imost i

In iNigeria ihowever, ithe ipoor, idisadvantaged iand iother ivulnerable igroups, iwhich iare ithe

ichief ihallmarks iof ithe ifinancially iexcluded ireside iin irural iareas62. iAdditionally, ithe iEFInA

iemploys ithe iuse iof icertain ispecific iaggregated idata isuch ias i“Account iOwnership” iwhich iis

ia ibasic ifeature iin imost inational isurveys. iHowever, icertain istudies iargue ithat ithe iuse iof isuch

idata ican ibe imisleading ias ia isingle iindividual ican iown imultiple iaccounts iand iin idifferent

ibanks63. iThis iissues iis ireinstated iin ithe istudy ithat idiscover ithat ithe ipercentage iof iadults iin

iNigeria ithat ihave iand ioperate ithree ior imore ibank iaccounts iare i39.1% iand ithose ithat ihave

iand ioperate itwo ibank iaccounts iare i42.1%, iwhile iadults iwho ihave iand ioperate ionly ione

iaccount iis i18.8%64. iThis iimplies ithat ithe ipercentage iof iNigerians ithat ihave iand ioperate itwo

ior imore iaccounts iis i81.2%. iThe istudy ifurther iposits ithat ithere iare istrong iindications ito

isuggest ithat inot iall ithe iaccounts iare iactive. iAs ia iresult, iaccount iownership iis inot ia ifull-

prove iyardstick ito igauge ithe ilevel iof iaccount ipenetration. iThe ilimitation iof isuch iaggregated

idata iis ireiterated iby iseveral istudies ithat imaintain ithat iownership iof iaccount idoes inot

iautomatically itransform ito iautomatic iusage iof ithe ibank iaccounts.

Alternative ito ithe isurvey iapproach iis ithe iuse iof iaggregate iindicators i(secondary idata) iof

ifinancial iinclusion ito igauging ithe ilevel iof iFI. iNational iCentral iBanks i(NCB) ihas iover ithe

iyears icollected ia icache iof ifinancial idata ias ipart iof itheir isupervisory iduties ifor iregulated

iinstitutions iand ican ithus ibe ia igood isource iof iinformation iat ithe inational ilevel. iA isalient

iadvantage ithat iaggregate iindicators iof iFI ipossesses iover ithe isurvey iapproach iis ithe ihigh

ifrequency, itimeliness iand ilimited icosts iwith iwhich isuch idata ican ibe icollected iover itime65.

iHowever, ithe iresearchers iobserve ithat, iin iNigeria, ia imyriad iof istudies iemploy ithe iuse iof
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ieither ia isingle iindicator ior ia ifew inumbers iof iindicators iin imeasuring iFI. iSome iexamples iof

isuch iindicators iare; inumber iof ibanks, inumber iof ibank iaccounts iper iadult, inumber iof

ibranches iper i1000km, inumber iof iATM’s iper i1000km, itotal ibank ideposits ito iGDP iand

iaverage isize iof iloans ito iGDP iper icapita ito iserve ias iproxies iof iFI. iThe iuse iof isuch

iindicators icaptures ionly ia ilimited iaspect/dimension iof iFI iand itheir iuse inot ionly ilead ito ia

imisrepresentation iof iFI ibut ialso iyield imisleading iand ibiased iresults. iIn iaddition, icommonly

iselected iindicators, iespecially iat ithe iinternational ilevel idenote ionly ithe ibanking isector iand

ilack ithe icompositional irepresentation iof ifinancial isystems. iConsequently, iextant iliteratures

inot ionly ishow ithat iefforts iaimed iat imeasuring ifinancial iinclusion ithrough imultidimensional

iindices iare iscarce ibut ialso idisclose ithat ithe iindicators iused iin imeasuring iFI iare inot

icomprehensive ias ithey ineglect isome iimportant iaspects iof iFI i65.

Financial iinclusion i(FI) ihas igained iimmense irecognition iin imany iupcoming ieconomies ias

iwell ias iat ithe iinternational ilevel ias ifar ias ipolicy iis iconcerned67. i iFI ihas itaken ia icenter istage

ion ieconomic igrowth iand idevelopment iin ian ieffort ito icreate iwealth iamong icitizens iof

ideveloping icountries67. iFI iis ian iimportant ifinancial iliteracy iprogram, iwhich icreates ithe

icommunities’ iability ito iimprove ion ithe iusage iof iany ikind iof ifinancial iservice ifrom iformal

ifinancial iinstitutions, iwhich iaffects ithe icitizen’s istandards iof iliving, iand ieconomic

ifundamentals iwhich iare ithe imajor iindicators iof ifinancial iinclusion. iFinancial iinclusion i(FI)

iis ithe iprocess iby iwhich iall ihouseholds iand ibusinesses iregardless iof iincome ilevel ihave

iaccess ito iand ican ieffectively iuse ithe iappropriate ifinancial iservices ithey ineed iin iorder ito

iimprove itheir ilives67. iFinancial iinclusion iis ia istate iat iwhich iindividuals iaccess ia ifull isuite

iof ifinancial iservices iat iaffordable iprices, iin ia iconvenient imanner iand iwith irespect iand

idignity. iSuch iservices ihave ito ibe iavailed iin ia iresponsible iand isafer imanner ito iconsumers

iand isustainably iprovided iin ian iappropriately iregulated ienvironment. i
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At ia imacro ilevel, ifinancial iinclusion ican iresult iin ia idiversified ibase iof ideposits icreating ia

iresilient ifinancial isystem iand iincreased istability69. iIMF irevealed ithat iwithin ia icountry’s

ilevel, ifinancial iinclusion iis iaffected iby ithe ilimitations iarising ifrom inumerous

imacroeconomic ioutcomes iwhich iinclude istability, iequality, iand ieconomic igrowth69.

iInformation iand icommunication itechnology ihas igreatly iimproved idigital ifinancing. iThe

idelivery iof ifinancial iservices ithrough idigital imeans iof iservice iprovision ihas ibeen

iincreasingly iemphasized iby igovernments, idevelopment ipartners, iand iservice iproviders

ithemselves ias ia igood istep itowards ifinancial iinclusiveness70. iThe iprovision iof iservices ilike

imobile ibanking ihas iprovided ieasy iways ifor ielectronic itransfer ipayment ito ithe ifinancially

iexcluded ipeople iand ithis imethod ican ihelp ireduce itheft iand ifinancial icrimes iwhich iare

irelated ito icash itransactions iand ireduce ithe irisk iof iloss. iDigital ifinancing iappears ito ibe ia

ibetter isolution ifor ithose ifinancially iand isocially iexcluded70. iThe iattempt ito isupport ifinancial

iinclusiveness iwill iaddress ithe ichallenges iof iaccess ito ifinance ithat imay ilikely ihinder ithe

igrowth iof iSMEs. iThe iFinancial iInclusion istates ithat ithe iusage iof ismartphones iand

ibroadband iInternet iis inow iimportant ifor isupporting iaccess ito isecure iand iaffordable

ifinancial iservices isuch ias imoney itransfers, icredit iand isaving, iand ipayments iboth idomestic

iand iinternational71. iFinancial iinclusion iat ia ihousehold ilevel iis iassociated iwith ihigher

irevenue iand iexpenditure iof igross idomestic iproduct i(GDP), iand iit iwould iequally iincrease

ithe isize iof ithe ifiscal imultiplier iand itherefore iwould iindicate ithat ithe ioutput ielasticity ito

iinterest irates iwill ibe ihigher ifor ithe icountries iwith igreater ihousehold ifinancial iinclusion. iFI

itherefore icovers ithe icost-effectiveness iand imeaningful ifinancial iservices ifor ithose iwho iare

iunderprivileged iand ithose iwho ifind iit ia ichallenge ito iaccess ifinancial iservices, iand imost iof

ithem iare irural idwellers. iMuch ieffort ishould ibe imade iby iall istakeholders ito iincrease

ifinancial iaccess ipoints ito imore irural iareas iand idevelop iinfrastructural iservices iwhich

ipromote ifinancial iinclusiveness72. iThe igovernment ishould ialso idevelop ipolicies ifor ithe
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iexpansion iof ifinancial iservices ito ithose iwho iare ifinancially iexcluded iin irural iareas, iand ithis

iwill iultimately iaddress ithe igrowth iof iSMEs.

The itraditional iidea iof ifinancial iinclusion iis ithe iprovision iof iaccess ito iand iusage iof idiverse,

iconvenient, iaffordable ifinancial iservices. iAccess ito iand iuse iof ifinancial iservices iis ione iof

ithe imajor idrivers iof ieconomic igrowth72. iFinancial iInclusion icovers isustainable, irelevant,

icost ieffective iand imeaningful ifinancial iservices ifor ithe ifinancially iunderserved ipopulation

iespecially irural idwellers. iFinancial iinclusion iis ithe irange, iquality iand iavailability iof

ifinancial iservices ito ithe iunderserved iand ifinancially iexcluded. iFinancial iinclusion iis iabout

iproviding iaccess ito ian iadequate irange iof isafe, iconvenient iand iaffordable ifinancial iservices

ito idisadvantaged iand iother ivulnerable igroups, iincluding ilow iincome, irural iand

iundocumented ipersons, iwho ihave ibeen iunderserved ior iexcluded ifrom ithe iformal ifinancial

isector. iIt iis ialso, ion ithe iother ihand, iabout imaking ia ibroader irange iof ifinancial iservices

iavailable ito iindividuals iwho icurrently ionly ihave iaccess ito ibasic ifinancial iproducts.

iFinancial iinclusion iis ia istate iin iwhich iall ipeople iwho ican iuse ifinancial iservices ihave iaccess

ito ia icomplement iof iquality ifinancial iservices, iprovided iat iaffordable iprices, iin ia iconvenient

imanner iand iwith idignity ifor ithe iclients. iFinancial iinclusion ihelps ipeople ito idiversify ior

iincrease iincome istream iin ithe ihouse, iprovides iliquidity/cash iflow; iabsorbs ishock iof

iadversity iby ibuilding iassets iwhich ienables iclient ito icope iwith iloss ithrough iconsumption

ismoothing, ithus iavoiding ithe isale iof iproductive iassets73. iIt iincreases iincome iwhen ithe

icredit iis iused ifor ian iincome-generating iactivity iand ithat iactivity igenerates ireturns iin iexcess

iof ithe iloan iinstallment irepayments, iwhile iit ibuilds iasset iwhen ithe icredit-financed

iinvestment idoes inot igenerate ia isignificant inet iprofit ibut icreate ian iasset isince ithe iinvestment

iremains iwith ithe iclients. iAccess ito isafe, iaffordable icredit iand iother ifinancial iservices iby

ithe ipoor, ivulnerable igroups, idisadvantaged iareas iand ilagging isectors iis irecognized ias ian

iessential icondition ifor iaccelerating ieconomic igrowth, ireducing iincome idisparities iand
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ipoverty. iEasy iaccess ito ia iwell-functioning ifinancial isystem, iby icreating iequal iopportunities,

ienables ieconomically iand isocially iexcluded ipeople ito iintegrate ibetter iinto ithe imainstream

iand iactively icontribute ito idevelopment iand iprotects ithemselves iagainst ieconomic ishocks

icrisis. iSo, ifinancial iinclusion imeans ito ibring idisadvantaged iand ivulnerable isections iof ithe

isociety iwithin ithe iambit iof iformalized iand istandardized ifinancial isystem ibecause i“financial

iInclusion iis ithe iprocess iof iensuring iaccess ito ifinancial iservices i(basic ibanking, iinsurance,

ipost ioffice ischeme, iMicro ifinance, imortgage, ietc., itimely iand iadequate icredit) iwhere

ineeded iby ivulnerable igroups isuch ias iweaker isections iand ilow iincome igroups iat ian

iaffordable icost” i. iThe iachievement iof ifull ifinancial iinclusion iis iindicated iby ithe ifive iA’s iof

iavailability, iawareness, iaffordability, iadequacy iand iaccessibility.

2.1.30 Relationship iQuality

Relationship iquality iis ia imultidimensional iconcept ithat irefers ito ithe ioverall iassessment iand

iperception iof ithe iattributes, icharacteristics, iand idynamics iof ia irelationship iby iits

iparticipants. iIt iencompasses ia irange iof ifactors ithat icontribute ito ithe istrength, isatisfaction,

iand ilongevity iof ia irelationship, iwhether iin ipersonal, iprofessional, ior iother icontexts110. iThe

iconcept iis ioften iused ito igauge ithe ihealth iand ieffectiveness iof irelationships, ias iwell ias ito

ipredict ioutcomes isuch ias isatisfaction, iloyalty, iand icooperation. iTrust iis ia ifoundational

ielement iof irelationship iquality. iIt iinvolves ithe ibelief ithat ithe iother iparty iwill iact iin ia

ireliable iand ibenevolent imanner, ieven iwhen inot iclosely imonitored. iTrust iis iessential ifor

imaintaining ia istable iand iharmonious irelationship. iEffective icommunication iis icrucial ifor

ibuilding iand imaintaining irelationship iquality. iOpen iand ihonest icommunication ifosters

iunderstanding, ireduces imisunderstandings, iand ifacilitates iproblem-solving. iThe iperception

iof ifairness iand iequity iin ia irelationship icontributes ito iits iquality111. iWhen iindividuals ifeel

ithat icontributions iand ibenefits iare ibalanced, itheir irelationship iquality itends ito ibe ihigher.

iThe iability ito ihandle idisagreements iand iconflicts iconstructively iis iessential ifor irelationship
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iquality. iEffective iconflict iresolution iprevents inegative iexperiences ifrom iovershadowing

ipositive iaspects.

Key idimensions ithat icontribute ito irelationship iquality iinclude:

i. Satisfaction: iThis idimension ireflects ithe iextent ito iwhich iindividuals iare icontent

iand ifulfilled iwithin ithe irelationship. iIt iencompasses iperceptions iof ipositive

iexperiences, ibenefits, iand ithe ioverall ienjoyment iderived ifrom ithe iinteraction.

ii. Commitment: iCommitment irefers ito ithe iintention iand idesire ito imaintain ia

irelationship iover ithe ilong iterm, ieven iin ithe iface iof ichallenges iand iobstacles.

iHigh ilevels iof icommitment iindicate ia istrong iinvestment iin ithe irelationship's

isuccess.

iii. Emotional iConnection: iEmotional iconnection isignifies ithe idepth iof iemotional

iresonance iand ibonding ibetween iindividuals iin ia irelationship. iA istrong iemotional

iconnection ioften ileads ito iheightened irelationship iquality.

iv. Mutual iSupport: iRelationships icharacterized iby imutual isupport iinvolve

iindividuals ihelping iand icaring ifor ieach iother. iThis isupport icontributes ito

ifeelings iof ireciprocity iand ipositive irelationship iquality.

v. Shared iValues iand iGoals: iWhen iindividuals ishare icommon ivalues, iinterests, iand

igoals, irelationship iquality itends ito ibe ihigher. iShared iperspectives icreate ia isense

iof ialignment iand imutual iunderstanding.

vi. Interdependence: iThe idegree ito iwhich iindividuals irely ion ieach iother ifor

iresources, iemotional isupport, ior icooperation iinfluences irelationship iquality.

iStrong iinterdependence ican ilead ito icloser ibond.

2.1.31 iService iQuality
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Service iquality iis ia ifundamental iconcept iin ithe ifield iof imarketing iand icustomer iexperience

imanagement. iIt irefers ito ithe ioverall iassessment iof ithe iexcellence, ireliability, iand

isatisfaction ithat icustomers iperceive iwhen iinteracting iwith ia iservice iprovider ior iutilizing ia

iservice112. iService iquality iis icrucial ibecause iit idirectly iinfluences icustomer isatisfaction,

iloyalty, iand iultimately, ithe isuccess iof ibusinesses iand iorganizations113. i iService iquality iis ian

iimportant ielement ithat iperuses iand iencourages ithe icustomers itowards ithe iactivities iof itrade.

iThe iservice iindustry iis ibecoming ia imore ipopular iindustry iand ithe iinsurance iindustry iis ian

iimportant iservice-oriented iand icustomer-enteric isector ithat iis iconsidered imore iessential ithan

iother iindustries ifor iimproving iservice iquality143. i

Service iquality irepresents ia iconsumer’s iholistic ijudgment iof ithe irelative iexcellence ior

iinferiority iof ian iorganization iand iits iservices. iService iquality, ias iwell ias iquality iin ia

ibroader isense, iis iknown ias ithe ivalue iof ia iservice ifrom ithe icustomer’s iperspective145. iThe

ishared ielements iof iservice iquality—reliability, iresponsiveness, iempathy, ipersonalization,

icompetence, idiligence, iconsistency, isafety, isecurity, ienvironmental ivariables, iand iuser

iinterfaces—are iin iline iwith ithis iviewpoint146.Recognizing ithe iimperative iof iachieving

icustomer isatisfaction iand iloyalty ithrough ithe idelivery iof ihigher-quality iservices, istudies

iemphasize ithe icontinuous iefforts iof iservice iproviders147. iHighlighting ithe isignificance iof

iaddressing iindividual icustomer ineeds ito ienhance isatisfaction, ithe iimportance iof icustomized

iservices iwas istressed147. iIn ivarious iservice iindustries isuch ias iinsurance, ithe ifocus iis

iincreasingly ion iproviding iexceptional icustomer iservice ito imaximize isatisfaction.

Service icompanies iplace ia isignificant iemphasis ion iservice iquality ias ia icritical itool ifor

icustomer iretention. iIn ithe ifinancial iservices isector isuch ias ibanks, icompetition ivaries iin ithe

imarket iusing idifferentiated iproducts iand isuch iservices iare iregarded ias icompetitive itool148.

iTo imaintain ithe iposition iheld iand ito icompete iin ithe ifuture, iit iis inecessary ito iprovide

iqualitative iservices iby iwhich iold icustomers imay ibe iretained, iand inew icustomers imay ibe
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iattracted144. iWith ian iincreasing idynamism iand icompetitive iability iof ithe ibusiness

ienvironment, ian iincreasing inumber iof icompanies ipay iattention ito icreation, imanagement

idetermination, iand iincrease iof icustomer iloyalty. iKey iDimensions iof iService iQuality:

i. Tangibles: iThe iphysical iappearance iof ifacilities, iequipment, ipersonnel, iand

icommunication imaterials. iTangibles icontribute ito ithe ioverall iimpression

icustomers iform iabout ithe iservice iprovider.

ii. Reliability: iThe iability iof ithe iservice iprovider ito iconsistently ideliver iaccurate,

idependable, iand ipromised iservices114. iReliability ibuilds itrust iand iconfidence iin

icustomers.

iii. Responsiveness: iThe iwillingness iand iability iof ithe iservice iprovider ito iassist

icustomers ipromptly iand iaddress itheir ineeds, iconcerns, ior irequests iin ia itimely

imanner.

iv. Assurance: iThe icompetence, icourtesy, icredibility, iand iprofessionalism iof ithe

iservice iprovider's ipersonnel. iAssurance ireassures icustomers ithat ithey iwill ireceive

icompetent iservice.

v. Empathy: iThe icaring, iindividualized iattention, iand iunderstanding idemonstrated

iby ithe iservice iprovider itowards icustomers' iunique ineeds iand icircumstances.

2.1.32 iPublic iTrust

Public itrust iplays ia icritical irole iin iinfluencing iinvestment idecisions, iparticularly iin ithe

icontext iof igovernment iinitiatives, ipublic iprojects, iand ifinancial iinstitutions. iPublic itrust

irefers ito ithe iconfidence iand ibelief ithat iindividuals iand iorganizations ihave iin ithe

itransparency, ireliability, iand iethical ibehavior iof ientities iinvolved iin imanaging iand iutilizing

ifunds, imaking iinvestment idecisions, iand icarrying iout ivarious iactivities115. iPublic itrust iis

iessential ifor imaintaining iinvestor iconfidence iin ifinancial imarkets iand iinstitutions115.
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iInvestors iare imore ilikely ito icommit ifunds iwhen ithey ibelieve ithat ithe ifinancial isystem iis

ifair, itransparent, iand idevoid iof ifraudulent iactivities. iGovernment ipolicies ithat ipromote

itransparency iand iaccountability ican ibolster ithis iconfidence.

Public itrust iis iclosely itied ito ithe iperception iof ilong-term istability. iInvestors iprefer ito iinvest

iin ienvironments iwhere ipolicies iare iconsistent iand inot isubject ito iabrupt ichanges.

iTrustworthy iinstitutions iare imore ilikely ito iprovide ithis istability, iattracting ilong-term

iinvestments. iA ihigh ilevel iof ipublic itrust ican ifoster ieconomic igrowth. iWhen ipeople ihave

iconfidence iin ithe igovernment's imanagement iof ifiscal iand imonetary ipolicies, ithey iare imore

ilikely ito iinvest iin ibusinesses, ireal iestate, iand iother ieconomic iactivities ithat icontribute ito

igrowth. iTransparent icommunication iof ifinancial idata, iinvestment istrategies, iand irisk

imanagement ipractices iis ivital ifor imaintaining ipublic itrust. iInvestors iare imore ilikely ito

imake iinformed idecisions iwhen ithey ihave iaccess ito ireliable iinformation.

2.1.33 Ways iin iwhich iPublic iTrust ican iimpact iInvestment iDecision

i. Public iProjects iand iInfrastructure: iGovernment-initiated iprojects, isuch ias

iinfrastructure idevelopment, ihealthcare, ieducation, iand ipublic iservices, ioften

irequire isubstantial iinvestments. iPublic itrust iin ithe igovernment's iability ito

imanage ithese iprojects iefficiently iand iallocate iresources iwisely ican iinfluence

iprivate iand iforeign iinvestments.

ii. Accountability iand iOversight: iEntities iwith ia ihigh ilevel iof ipublic itrust iare ioften

isubject ito imore irigorous iaccountability imeasures iand iregulatory ioversight.

iInvestors imay iperceive isuch ientities ias isafer iinvestments idue ito ithe iincreased

ilikelihood iof iethical ibehavior iand iresponsible ifinancial imanagement.

iii. Risk iPerception: iPublic itrust ican iinfluence ihow iinvestors iperceive irisks. iIn ian

ienvironment iwhere itrust iis ihigh, iinvestors imay iperceive irisks ias imore
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imanageable iand ibe imore iwilling ito itake ion iinvestments ithat ihave ia icertain

idegree iof irisk.

iv. Foreign iDirect iInvestment i(FDI): iWhen iconsidering iinvesting iin ia iforeign

icountry, iinvestors ioften iassess ithe ilevel iof ipolitical istability, ilegal iframework,

iand ioverall itrustworthiness iof ithe igovernment. iCountries iwith ia istrong itrack

irecord iof ipublic itrust iare imore ilikely ito iattract iFDI.

v. Socially iResponsible iInvesting: iPublic itrust iis iclosely irelated ito iethical iand

isocially iresponsible ipractices. iInvestors iwho iprioritize ienvironmental, isocial, iand

igovernance i(ESG) ifactors iin itheir idecisions imay ifavor ientities ithat iare itrusted ito

iadhere ito isuch iprinciples.

2.1.34 Factors iinfluencing ithe iadoption iof iIslamic ifinance

Customer ipreferences ivary inot ionly iaccording ito igeographical ilocation ibut ialso ifrom

isegment ito isegment, ifor iexample, iin iMuslim-majority iversus iMuslim-minority icountries74.

iIn ian iinvestigation iinto ithe ifactors ithat imotivate iconsumers ito iadopt iIslamic ibanking, iit iwas

idiscovered ithat, iwhile ipeer igroup iinfluence, iawareness iabout iprofit/loss iand ieconomic iand

isocial idevelopment iare ithe imain ifactors ithat iinfluence ithe iadoption iof iIslamic ibanking,

ireligious imotivation idoes inot iappear ito ibe ithe imain ijustification iwhen iselecting iIslamic

ifinancing75. iThe iadoption iof iIslamic ifinance iproducts iby iinvestors iis iinfluenced iby ia

icombination iof ifactors ithat istem ifrom iboth ifinancial iconsiderations iand ireligious ibeliefs.

iIslamic ifinance iis ibased ion iprinciples iderived ifrom iShariah ilaw, iwhich iprohibits icertain

itypes iof ifinancial iactivities isuch ias icharging iinterest iand iengaging iin ispeculative

itransactions.

The inine icore imarkets ifor ithe iIslamic ibanking iindustry iare: iBahrain, iQatar, iIndonesia, iSaudi

iArabia, iMalaysia, ithe iUnited iArab iEmirates, iTurkey, iKuwait iand iPakistan. iThese icountries
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iwill iremain ithe iindustry’s ikey idriving imarkets76. iTogether, ithey iaccount ifor i93 iper icent iof

iindustry iassets, iwhich iin i2015, iwere iestimated iat iover iUS$920bn76. iAs ishown, ia inumber iof

istudies ihave iinvestigated icustomer ipreferences ifor iIslamic ifinance iin ithese imarkets76:

i. Malaysia: iUsing ithe itheory iof iplanned ibehaviour i(TPB) imodel, iit iwas idiscovered i

ithat ithere iis ia isignificant irelationship ibetween iattitude, isubjective inorm, iperceived

ibehavioural icontrol, ilevel iof iknowledge ior iawareness iand ireligiosity iand ia

icustomer’s iintention ito iselect iIslamic ihome ifinancing77. iReligiosity iis ithe imost

iinfluential ifactor iin iselecting iIslamic ifinancing77. iA istudy iwas iconducted ito iidentify

ireligion, ibank ireputation iand icost–benefit ifactors ias ifactors ithat iinfluence iMalaysian

icustomers’ iselection iof iIslamic ibanking iproducts iand iservices, iwhile iconvenience iis

inot iseen ito ibe ia isignificant ifactor78.

ii. Pakistan: iUsing ithe itheory iof ireasoned iaction i(TRA) imodel, ia istudy ion ifactors

iaffecting iintentions ito iselect iIslamic icredit icards iand ifind ithat iattitude iand isubjective

inorms iwas iinvestigated iin iPakistan79. iThe iattitude iwas ipositive iand isignificant

ifactors iin ichoosing ian iIslamic icredit icard, iwhile iperceived ifinancial icost ihas ia

inegative ieffect. iIn iaddition, iit iwas idiscovered ithat ireligion, iawareness iregarding

iIslam’s iteachings ion ifinance, iawareness iof iIslamic ibanking iproducts iand iservices,

iadvertising iand inetworking iare ithe imost iimportant ifactors iwhich iaffect icustomer

iperception iregarding iIslamic ibanking.

iii. Indonesia: iIt iwas istated ithat ireligious inorms iplay ian iimportant irole iin ithe

irelationship ibetween ireligiosity iand ichoosing iof iIslamic ibanks80. iMore ispecifically,

ithey ishow ithat ireligiosity idoes inot ialways iplay ia icritical irole iin iselecting iIslamic

ibanks, ias ionly ipeople iwith ia ihigher idegree iof ireligiosity itend ito iprefer iIslamic

ibanks. iAccording ito ithe iauthors, itheir iresults ialigned iwith iprevious istudies ithey

iexamined iwhich ishowed iinconclusive ifindings ion ithe irelationship ibetween
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ireligiosity iand ithe iselection iof iIslamic ibanks. iFor icustomers iof iconventional ibanks,

itheir iresults ifound ithat ireligiosity iis inot ia ideterminant ifor ichoosing ian iIslamic ibank.

iv. Turkey: iIt iwas idiscovered ithat ihousehold iand icorporate icustomers iadopt iIslamic

ibanking ibecause iof istaff ifriendliness; ithe iother ifactors ithat imotivate ithem ito iuse

iIslamic ibanking iinclude ithe iavailability iof iinterest-free ifinancial iinstitutions, iefficient

iservice iand ifinancial icounselling ioffered iby istaff81.

v. Qatar: iIt iwas ifound ithat iSharīʿah-compliance iand ifamily/friends iare ithe imost

iinfluential ifactors ithat iattract icustomers ito iadopt iIslamic ibanks, iwhile ifactors isuch

ias iquality iof iservices iand icorporate isocial iresponsibility iactivities ihave iless

iinfluence ion icustomers82.

vi. Kuwait: iIt iwas ifound ithat iquality iof iservice iand ilow iservice icharges ioffered iby

iIslamic ibanks iare ithe imost iimportant ifactors ithat imotivate icustomers ito ideal iwith

ithem, iwhile ibanks’ imass imedia iadvertising iis ithe ileast iimportant ifactor83. i

vii. The iUnited iArab iEmirates: iA istudy icarried iout iin iUAE ifound ithat istudents’ iArabic

ilanguage iskills iand itheir iexpectations iin iterms iof ithe iconformity iof ia ibank’s

ioperations iwith iIslamic iprinciples iare ithe imain ifactors ithat iaffect itheir idecision ito

iopen ian iaccount iwith ian iIslamic ibank84. iOn ithe iother ihand, ifactors isuch ias istudents’

inationality, igender, ieducation iand ifamiliarity iwith iIslamic ibanking iare inot iseen ito

ihave iany ieffect ion ithe idecision ito iopen ian iaccount iwith ian iIslamic ibank.

viii. Bahrain: iA istudy iidentified ithe icriteria ithat icustomers iconsider ito ibe iimportant iwhen

iselecting iIslamic ibanks; ithey ifind ithat ireligion iis ithe imajor ifactor, ifollowed iby

iservice iquality85.

ix. Saudi iArabia: ia istudy ishowed ithat ipeople iin iSaudi iArabia iprefer ito iinvest iin iIslamic

ibanks irather ithan iconventional ibanks iand ithat ithey iare isatisfied iwith iIslamic

ibanking ioperations86. iThis istudy iemphasises ithat iIslamic ivalues iare imore iimportant
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ifor iSaudis ithan ianything ielse. iSimilarly, iit iwas iconcluded ithat iSaudi iArabian

icustomers iare isatisfied iwith iIslamic ibanking iand ithat icustomer isatisfaction iis ithe

ikey ielement icontributing ito ithe isuccess i(or ifailure) iof iIslamic ibanking iinstitutions86.

Some iother ikey ifactors ithat iinfluence iinvestors' idecisions iin iadopting iIslamic ifinance

iproducts iinclude:

i. Religious iBeliefs iand iEthics: iOne iof ithe iprimary idrivers ifor iinvestors ichoosing

iIslamic ifinance iproducts iis itheir ireligious ibeliefs. iMuslims iwho iadhere ito

iIslamic iprinciples imay iprefer ifinancial iproducts ithat ialign iwith itheir ifaith,

iavoiding iinterest-based itransactions iand iother iactivities ideemed iunethical iin

iIslam.

ii. Shariah iCompliance: iInvestors iinterested iin iIslamic ifinance iproducts iseek

iinvestments ithat iare icertified ias iShariah-compliant. iThey iwant iassurance ithat

itheir iinvestments iare iin iline iwith iIslamic iprinciples iand ifree ifrom iprohibited

iactivities.

iii. Risk iand iReturn: iLike iany iother iinvestment, iinvestors iconsider ithe ipotential

ireturn ion itheir iinvestments iand ithe iassociated irisks. iIslamic ifinance iproducts

ioften iincorporate irisk-sharing imechanisms, iand isome iinvestors imay ifind ithis

iapproach iappealing. iHowever, ithe ipotential ireturns imay ivary icompared ito

iconventional iinvestment ioptions.

iv. Stability iand iResilience: iIslamic ifinance iproducts ioften iemphasize iethical iand

isustainable ibusiness ipractices. iSome iinvestors imay iperceive ithese iproducts ias

imore istable iand iresilient, ias ithey iare idesigned ito iavoid iexcessive ispeculation iand

ifocus ion itangible iassets iand ireal ieconomic iactivities.

v. Lack iof iInterest i(Riba) iand iSpeculation: iIslamic ifinance iprohibits ithe ipayment

iand ireceipt iof iinterest i(riba) ias iwell ias ispeculative iactivities. iInvestors iwho iare
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iuncomfortable iwith iinterest-bearing iinvestments ior ispeculative itrading imay iopt

ifor iIslamic ifinance iproducts ithat iavoid ithese ielements.

vi. Asset-Backed iNature: iIslamic ifinance iproducts iare ioften iasset-backed iand itied

ito ireal ieconomic iactivities, ipromoting ia icloser ilink ibetween ifinancial itransactions

iand itangible iassets. iSome iinvestors iappreciate ithis idirect iconnection iand ithe

ireduced iexposure ito ifinancial ibubbles.

vii. Socially iResponsible iInvesting: iIslamic ifinance ipromotes iethical iand isocially

iresponsible iinvesting. iInvestors iwho ivalue ithese iaspects imay ibe idrawn ito

iproducts ithat iavoid iindustries isuch ias igambling, ialcohol, itobacco, iand iother

iactivities ideemed iharmful iby iIslamic iprinciples.

viii. Cultural iand iRegional iFactors: iThe ipopularity iof iIslamic ifinance iproducts ican

ialso ibe iinfluenced iby icultural inorms iand iregional ifactors. iIn iregions iwith ia

ipredominantly iMuslim ipopulation, ithere imight ibe ia istronger idemand ifor isuch

iproducts idue ito ifamiliarity iwith iIslamic iprinciples.

ix. Availability iof iProducts: iThe iavailability iand ivariety iof iShariah-compliant

iinvestment iproducts ican isignificantly iimpact iinvestors' idecisions. iA iwider irange

iof ioptions ican iattract imore iinvestors ito ithe iIslamic ifinance imarket.

x. Education iand iAwareness: iInvestors' idecisions iare ialso iinfluenced iby itheir

iunderstanding iof iIslamic ifinance iprinciples iand iproducts. iAdequate ieducation

iand iawareness icampaigns ican ihelp ipotential iinvestors imake iinformed ichoices.

xi. Regulatory iEnvironment: iSupportive iregulatory iframeworks ithat ifacilitate ithe

idevelopment iand imarketing iof iIslamic ifinance iproducts ican iencourage iinvestor

iparticipation.

xii. Performance iTrack iRecord: iInvestors ioften iassess ithe ihistorical iperformance iof

iIslamic ifinance iproducts ito igauge itheir ipotential ireturns iand irisks.
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2.2 Theoretical iReviews

2.2.1 Theory iof iReasoned iAction i(TRA)

Gordon iAllport isaid i“attitude iis iprobably ithe imost idistinctive iand iindispensable iconcept iin

icontemporary iAmerican isocial ipsychology87. iNo iother iterm iappears imore ifrequently iin

iexperimental iand itheoretical iliterature”. iIt iwas isaid imore ithan i40 iyears iago iand ithe

istatement iseems ito ibe ivalid iuntil itoday. iIt ihas ieven ibeen iexpanded iacross icontinents iand

ithe istudy iof iattitude ihas itaken iplace iin ieven iwider ibody iof iknowledge. iThe istudy iof

iattitude, iin imore idefinitive iand istructured imanner, iwhich iwas istarted iby iAjzen iand iFishbein,

iwas inot ithe ifirst iof iits ikind iin ithe ifield. iYet, ithe iconclusion iand itheory iof ireasoned iaction

ihas ibeen iinstrumental iin isetting ithe icourse iof ibehavioral iintention istudy itill itoday. iEarlier

ion, ithe iattitudinal istudy ihas ifailed ito irecognize iand iorganize ithe iattitude’s idefinition, iand

ihow iit ihas isignificantly iaffecting ithe ibehavior. iIt iwas iobserved ithat iTRA imodel itheory iwas

iborn iout iof ifrustration ito ithe itraditional idiscussion iof iattitude88. iMost iof ithe ifrustrations

iwere iseen iin ithe iweak icorrelation ibetween iattitude, imeasures iand iperformance iof ivolitional

ibehaviors. iTRA iis ia itheory ithat iexplains ivolitional ibehaviors. iThe isimplest iform iof iTRA

ican ibe iexplained ias iin iequation i1 i

BI i= i(ATT)W1 i+ i(SN)W2 i i i i i i i i i i i i i i i i (1)

where, iBI irepresents ione’s ibehavioral iintention. iThe ibehavioral iintention iis ia ifunction iof

iboth iATT i(one’s iattitude itowards iperforming ithe ibehavior) iand iSN i(one’s isubjective inorms

irelated ito iperforming ithe ibehavior) iand ithe iWS irepresent iempirically iderived iweights. iTRA

ipostulates ithat ivoluntary ibehavior iis idirectly iinfluenced iby ibehavioral iintentions iwhich iin

iturn iare idirectly irelated ito iattitude iand isubjective inorms irelated ito ithe ibehavior88.

2.2.2 Agency iTheory
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Agency itheory iwas ideveloped iby iJensen iand iMeckling89. iThe iideology iof ithe iAgency iis

ioutlined iby ithe ikey iagent iassociation. iShareholders iare ithe iprincipals, iwhile iadministrators

iare ithe iagents. iThese ifactions ihave ivarious iagendas, icreating ithe iexpenses iof ithe iagency.

iCorporate idisclosures ithrough ifinancial istatements ias iwell ias iregulatory iassistance ito

iresolve iagency iconcerns, ias iit iallows ithe imanagement iof iagencies ito ipublish iboth irequired

iand ioptional iinformation ifor ithe igood iof ishareholders iand iother iinvested iparties. iOverall,

iwhen iadministrators ireceive ifirst-hand iorganizational iknowledge iabout ian ientity's ioperations,

ithey iare iobliged, iin icompliance iwith ithe iAgency's iphilosophy, ito ireport ias inecessary

iinformation ito ithe ientity's ishareholders.

Since imanagers iare icommonly icompensated ion ithe ibasis iof ithe ifirm's iresults, iit iis iplausible

ito iassume ithat iaggressive iexploitation iof iearnings iwould itake iplace iin iorder ito imaximize

imanagement ipay ipackages90. iThis iapproach iis iheavily ifocused ion ia inarrow ilogical idecision-

making imethod iincluding irewards, iknowledge iand iself-interest. iIt iis itherefore ia iperspective

ithat iindicates ithat iit imight ibe iappropriate ito ilimit ithe idiscretion iof imanagement iwith iregard

ito iaccounting, ibecause iinvestors icannot, ias ia iresult iof iasymmetrically idispersed imarket

iknowledge, ireverse ithe ivaluation iimpact iof ireported iearnings iin ia itimely imanner iin

icompliance iwith icurrent ireporting irequirements90. iThe iagency itheory iwas iadopted ifor ithis

istudy ibecause iit iargues ithat ithere imight ibe ia iconflict iof iinterest iin icompanies iwhen

ipersonal iinterests iof imanagers itrump itheir iduty ito icomply iwith ithe ichief iexecutive iofficer's

ishareholder iwealth ioptimization icontract. iAs imanagers iprefer ito iparticipate iin iearnings

imanagement iand itherefore idiminish ithe ioverall iquality iof ithe ireporting iresults isince itheir

iowners iand ifuture iowners idesire ito iachieve ian iimproved ioutcome. iAlso, ione ireason iwhy

imanagers iprovide ia ibetter iidea iof ithe ifinancial isituation iof ithe ienterprise iis ithe iongoing

irequirement ifor ifunds ivia iinvestment ichoice. iThis irelationship iallows ifor iimproved idecision

imaking ithrough ifinancial ireports icreated iby imanagers ito iafford ishareholders imuch imore
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ifacts iabout ithe iinvestment idecision ibased ion ithe iinformation iin ithe iannual ireport iand

iaccounts iconsequently iallowing ifor imore itransparency iand iaccountability iat iall itimes.

2.2.3 The iInternal iFunds' iInvestment iTheory i

The iinternal ifunds' iinvestment itheory iis iused iin ithis istudy. iInsurance ipremiums iare ia

isignificant ipart iof ifunds iavailable ifor iinvestment iby iinsurance icompanies i(insurers)91. iThis

iimplies ithat ithe iinvestment iof iinsurance ipremiums istrongly icorrelates iwith ithe ifunds

iavailable ifor iinvestment iin ithe ieconomy iand iexpected iprofits. iThere iare itwo ibroad isources

iof iinsurers' ifunds: iexternal iand iinternal. iThe iinternal ifunds' iinvestment itheory ipostulates

ithat ithe iprofit ilevel idetermines ithe ifund iavailable ifor iinvestment iand irequired icapital

istock92. iExternal isources iof iinsurers' ifunds iinclude iinsurance ipremiums, idebts iand ifunds

ifrom ithe ipublic iin ithe iform iof ideposits ior inew ishares iof istock. iAn iinsurer ican iaccumulate

ifunds iinternally iin iseveral iways, iincluding iinsurance ipremiums, iretained iearnings,

idepreciation ifunds iand ithe isale iof ifixed iassets. iTherefore, iinsurance ipremiums iconstitute

isignificant iparts iof iinsurance icompanies' iinternal iand iexternal ifunds.

The iinternal ifunds' iinvestment itheory ifocuses ion ithe iimportance iand irole iof iprofitability iin

idetermining iavailable iinvestment ifunds. iThe iinternal ifunds' iinvestment itheory iadvocates

ithat ia ifirm's iinvestment ilevel idirectly iimpacts iits iprofitability. iThe iinternal ifunds' itheory iof

iInvestment iis isuitable ifor ithis istudy ibecause iinsurance ipremiums iare ipart iof iboth iinternal

iand iexternal isources iof ifunds. iThe iinternal ifunds' iinvestment itheory iemphasises ithat ithe

igeneration iof iexcess iprofits iinduces imore iinvestment idue ito ian iincrease iin ithe iavailability

iof iinternal ifunds.

The iinternal ifunds' iinvestment itheory iemphasises ithat ithe igeneration iof iexcess iprofits

iinduces imore iinvestment idue ito ian iincrease iin ithe iavailability iof iinternal ifunds. iIncreased

iinsurance ipremiums imean iincreased iavailable ifunds ito ipromote ieconomic igrowth. iHence,
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ithe ihigher ithe iinsurance iindustry ipremium iincome i(insurance ipremiums), ithe ihigher ithe

iinvestment ifunds ito iimprove ithe ination's ieconomic iactivities. iFurthermore, ithe iinternal

ifunds' iinvestment itheory ihelps iprotect icompanies' iinterests. iIt iencourages iinsurers ito

iincrease itheir iprofitability ithrough iincreased ipremium iincomes i(insurance ipremiums) ito

iensure isustainable igrowth iand iaccumulate iinsurance ipremiums ifor iinvestment ito iimprove

ieconomic iactivities. iThe itheory iis isuitable ito iencourage icompanies ito ifind ian iefficient iway

ito iraise ifunds iwithout ijeopardising itheir ifuture iand ilong-term igrowth.

2.3 Empirical iReviews

2.3.1 Awareness iof iTakaful

A istudy ion ithe iLevel iof iAcceptance iand iAwareness iof iTakaful iwas iconducted iin iNigeria.116

iThe istudy imade iuse iof ia isurvey iresearch idesign. iTo iexamine ithe iacceptance iand iawareness

iof itakaful iin iNigeria, i209 iquestionnaires iwere idistributed ito irespondents iin ifive istates,

iincluding iLagos, iAbuja, iKano, iKaduna, iand iEnugu; iand ithe idata icollected iwere ianalyzed

iusing iSPSS, iversion i25. iThe iresults ishow ithat iShariah iview, ilocality, iconsumer iacceptance,

iservice iquality, iattitude, iawareness, isubjective inorm, iand iperceived ibehavior icontrol iare ithe

ifactors iinfluencing ithe iawareness iand iacceptance ilevel iof itakaful iin iNigeria. iThe

iimplication iof ithis istudy iis ithat ithe imajority iof irespondents ido inot ipossess isufficient

iinformation ito idifferentiate ibetween iconventional iand iIslamic iinsurance. iAs isuch, ifor iproper

iimplementation iand idevelopment iof itakaful iin iNigeria, iit iis iimportant ifor ithe ipolicymakers

iand iother istakeholders ito iprovide ienough iinformation iabout ithe itakaful iservices, iproducts,

iand ioperating isystem ito ithe igeneral ipublic. iThe ifuture iof itakaful iindustry iin ithe icountry

iwill ibe idetermined iby ia iproper iunderstanding iof ithe ioperating isystem iand ithe irights iof

iparticipants ias iwell ias iother istakeholders, iincluding icustomers iand iinsurance iregulatory

ibodies.
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A istudy ion ideterminants iof iclients' iintention ito iadopt iTakaful iservices iwa icarried iout iin

iGombe iState.117 iThe istudy imade iuse iof ia isurvey iresearch idesign iand iprimary idata iwas

iutlized iin ithe istudy. iPrimary idata irequirements iwere imet iin iGombe istate, iwhich iis isituated

iin ithe iNorth-east igeopolitical izone iof ithe icountry. iIt iutilises ithe ipartial ileast isquare

istructural iequation imodelling imethod iadapting ithe iAjzen's iTheory iof iPlanned iBehaviour

ithrough ithe iexpansion iof iSubjective iNorm iinto iReligious iinfluence, iSocial i& idemographic

iinfluences iand iperceived iusefulness. iThe istudy's iinteresting ifinding iis ithat ithe iattitude

itowards ipurpose ibeta i(at iβ= i0.473) iis igreater ithan ithe ibeta iof ithe iremaining iconstructs iin

ithe imodel. iThis iindicates ithat ithe idegree iof ipositive iunderstanding iand iperception ihas ia

igreater ieffect ion ichanging iconsumer iattitudes itowards ibehavioral iintentions. iThe istudy,

itherefore, irecommended ithe ibuilding iof isocietal iknowledge iand iawareness itowards iTakaful

iand ifinancial iinclusion iby iall istakeholders ithrough icampaigns.

A istudy ion iAwareness iand iKnowledge iof iTakaful iwas icarried iout iin iMalaysia: iA iSurvey iof

iMalaysian iConsumers4. iGovernment iregulations iand iemployment iare itwo ivery iimportant

ifactors ithat icontribute ito ithe ihuge ioverall igrowth iof ithe iinsurance iindustry ibecause ithey

iforce igeneral ipublic ito ibuy iit. iThe iconcept ibehind iconventional iinsurance iis icontrary ito ithe

iprinciples iof iIslam iand isocio-ethical iperspective. iThe ipurpose iof iShari’ah iis ito icreate iand

imaintain ia iharmonious isocial ienvironment iby imoulding iour iconducts iin iall iaspects iof iour

iritual iand idaily ilife. iTakaful iindustry iremains ito ibe irelevant ieven iafter ithree idecades iof iits

iintroduction idue ito ithe icontinuous idemands ifrom ithe imultiracial iand imulti-ethnic

iparticipants ifrom ivarious ibackgrounds. iThe isaid iindustry icelebrates ithe icontributions iof

itheir istakeholders, inamely ithe iTakaful ioperators, iShari’ah iadvisors iand ithe iparticipants ior

icustomers. iAdditional icredit ifor ithe iprogressive idevelopment iof iTakaful iindustry igoes ito

ithe iconsistent iguidelines ifrom ithe iregulators. iHowever, ione ifactor ithat ihinders ifurther

idevelopment iof iTakaful iindustry iis ithe ilack iof iawareness iof iits ipresence iand ipurpose iin
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iMalaysian imarket. iTherefore, ithis ipaper iwas idesigned ito iexamine ithe iknowledge iand

iawareness iof iTakaful iamong iMalaysian iconsumers iin iMalaysia iby icollecting iprimary idata

ithrough isurvey iquestionnaires. iOut iof ithe i600 iquestionnaires ithat iwere isent ito iconsumers iin

igreater iMalaysia ii.e. iKuala iLumpur iand iSelangor, iwe ireceived i503 iquestionnaires. iRandom

iselection iwas iused ito iselect ithe isample ifrom ithe iknown ipopulation. iThe ifindings ishow ithat

iout iof ithe i503 irespondents, i124 ihave ino iknowledge iof iTakaful iand i45% iare inot iaware ithat

iTakaful ipolicy iholders ishare irisks imutually. iAlso, i33.2, i%, i38.8% iand i37.2% ido inot iknow

ithat iTakaful iis ifree ifrom igambling, iuncertainty, iand iinterest.70.2% irespondents, ihowever,

ithink ithat iTakaful iproducts icomply iwith iShari’ah.

A istudy ion iIntegration iof iTakaful iInsurance iin ithe iTunisian iMarket: iAnalysis iof iConsumers'

iPerceptions iwas iconducted iin iTunisia137. iThe istudy iwas ion ithe iimpact iof isituational ifactors,

isubjective icriteria, iand iinformation iquality ion iIslamic iinsurance iapplications. iDrawing

iinspiration ifrom ithe itheory iof ilogical iaction, ithis iresearch iintroduces ia imodel ito ianalyze

ikey ifactors iwithin ithe iIslamic iinsurance iapplication icontext. iThe imodel iundergoes itesting

iwith idata iobtained ifrom ia isurvey iinvolving i100 iparticipants. iThe ifindings iemphasize ithe

isignificance iof iattitude, isubjective iconsiderations, iand ithe iquality iof iavailable iinformation

iin ishaping ithe idemand ifor iIslamic iinsurance. iAdditionally, ithe istudy isheds ilight ion ithe

ilevel iof iacceptance iof iIslamic iinsurance iamong iTunisian iconsumers, ioffering ivaluable

iinsights ifor ioperators ito ienhance ithe ieffective imanagement iof iIslamic iTakaful iInsurance

iServices. iBy ielucidating ithe iintricate iinterplay ibetween iindividual iperceptions iand

icontextual ifactors, ithis iresearch icontributes ito ia ideeper iunderstanding iof iconsumer ibehavior

iwithin ithe iIslamic iinsurance idomain. iThese iinsights iserve ias iinvaluable iguideposts ifor

ioperators iseeking ito inavigate ithe icomplex iterrain iof iIslamic iTakaful iInsurance iServices,

iempowering ithem ito idevise itailored istrategies ithat iresonate iwith iconsumer ipreferences iand

ifoster igreater iengagement iwith iIslamic ifinancial isolutions.
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A istudy ion ithe iperformance iin ithe iInsurance iIndustry i(Islamic iversus iConventional) iand

iRisk iManagement iwas icarried iout iin iTunisia138. iA isample imade iup iof i9 iinsurance

icompanies ifrom i2000 ito i2013 iwas iused. iAccounting idata ion iconventional iand iIslamic

iinsurance iwere icollected ifrom ithe iWorld iBank idatabase iand iFTUSA iannual ireports ifrom

i2000 ito i2013. iThe isample iwas iconstructed iin i9 iinsurance icompanies. iMore iexplicitly, ithe

inumber iof iconventional iinsurance iis i8 iand ione iIslamic iinsurance. iFindings ishowed ithat ithe

irisk ipremium iand ithe isize iare isignificant iand ipositively irelated ito ithe iperformance

i(efficiency) iof iinsurance iwhether iconventional ior iIslamic.

A istudy ion icustomers’ iperceptions iof iIslamic ibanking iservices iand itheir iimpact ion

isatisfaction iand iword iof imouth i(WOM) iwith iothers iwas iconducted iin iDhaka icity151. iThe

istudy idesigns ithe ibootstrapping iprocedures iusing ia ipartial ileast isquare imethod ito itest ipath

icoefficient iresults. iStructured iquestionnaires iwere idistributed iamong iclients iof iIslamic

ibanks iin iDhaka icity, iwhere i377 iresponses iwere icollected ifor idata ianalysis. iThe ifindings

irevealed ithat ithere iis ia ihighly isignificant irelationship ibetween isecurity iand icustomers’

iperception. iEthical iresponsibility iand ireligious ivalue ihave ia ipositive iand isignificant iimpact

ion icustomers’ iperception iwhereas ibenefit ihas ia inegative isignificant iimpact ion icustomers’

iperception. iFindings ifrom ithis istudy ialso iindicated ithat icustomers’ iperceptions imediate ithe

ieffect iof iethical iresponsibility, ireligious ivalue, ibenefit, iand isecurity ion isatisfaction. iIn

iaddition, icustomers’ isatisfaction imediates ithe ieffect iof icustomers’ iperception iand iWOM.

iThese ifindings ican ipromote imanagers iof iIslamic ibanks ito ibuild icustomer isatisfaction iand

iWOM iwith iIslamic ibanking iservices, iand iattain icompetitive iadvantage ithat imay ilead

iIslamic ibanks ito isucceed iin ithe icompetitive ibusiness. iThis istudy ialso iprovides inew iinsights

iinto icustomers’ iWOM iwith iothers iabout iIslamic ibanking iservices. iThis iknowledge icould

iassist iIslamic ibanks ito iunderstand ithe icustomers’ iperceptions ithat iwould iincrease
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isatisfaction iand iin iturn, icontribute ito iWOM iwith iothers iin idetermining iwhere iwould ibe

ibest ito itarget imarketing iattention iof iIslamic ibanking iservices iwith ilimited iresources.

A istudy iwas icarried iout ito iexamine ithe ifactors ithat icontribute ito ithe iacceptance iof iTakaful

iservices iin iNigeria154. iThe istudy iidentifies iseveral ikey ifactors, iincluding iShariah iview,

ilocality, iconsumer iacceptance, iservice iquality, iattitude, iawareness, isubjective inorm, iand

iperceived ibehavior icontrol, ias ideterminants ithat iinfluence ithe ilevel iof iawareness iand

iacceptance iof iTakaful iin iNigeria. iThe iauthors iunderscore ithe iimportance iof ipolicymakers

iand istakeholders iin idisseminating iadequate iinformation iabout iTakaful iservices ito ithe

igeneral ipublic, iaiming ito ifoster iits iimplementation iand idevelopment.

2.3.2 Effect iof iInvestors iSatisfaction i(Service iQuality i(SQ) iand iRelationship iQuality

i(RQ)) ion ithe iPerformance iof iIslamic iInsurance iIndustry

A istudy ion ithe iImpact iof iService iQuality ion iCustomer iSatisfaction iand iFirm iPerformance

iwas iconducted iin iNepalese iLife iInsurance iCompanies.118 iData iare icollected ithrough

istructured iand iself-administered iquestionnaire ifrom i350 irespondents iof i19 ilife iinsurance

icompanies iwhich iare ibased ion iSERVQAL imodel. iDescriptive iand icausal-comparative

iresearch idesign ihave iused ito iachieve ithe iobjectives iand idescriptive istatistics, icorrelation, ias

iwell ias imultiple iregression imodels, ihave ibeen iused ito ianalyze ithe idata. iIt iis iobserved ithat

ireliability, iresponsiveness, iassurance, iempathy, iand itangibles ihave ia ipositive iand isignificant

iimpact ion icustomer isatisfaction iand ifirm iperformance. iIt iis ialso ifound ithat iresponsiveness

ishows ithe ihighest ipositive icorrelation iwith icustomer isatisfaction iand iperformance iin iterms

iof iROA iand iassurance idemonstrates ithe ileast ipositive icorrelation iwith icustomer isatisfaction

iand iROA.

A istudy ion iservice iquality imanagement ipractices, iindustry icompetition iand iperformance iof

iinsurance icompanies iwas iconducted iin iKenya.119 iThe istudy iadopted ia idescriptive icross-
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sectional isurvey iwith iprimary idata icollected ithrough isemi-structured iquestionnaires. iThe

iCronbach’s iAlpha iCoefficient iranged ifrom i0.783 ito i0.853 ishowing ithe ireliability iof iall ithe

iscales iused iin ithe istudy. iData iwas ianalyzed iusing idescriptive istatistics, ifactor ianalysis iand

iregression ianalysis. iThe iresults iof ithe istudy irevealed ia istatistically isignificant irelationship

ibetween iservice iquality imanagement ipractices iand iperformance iof iinsurance icompanies iin

iKenya. iThe iresults ifurther irevealed ithat iindustry icompetition ihas ino istatistically isignificant

imoderating ieffect ion ithe irelationship ibetween iservice iquality imanagement ipractices iand

iperformance iof iinsurance icompanies. iThe iresults iof ithe istudy iextends ithe ifrontiers iof

iService iQuality iTheory iwhich icontends ithat iservice iquality idepends ion ithe inature iof ithe

idiscrepancy ibetween iexpected iservice iand iwhat iis iperceived. iAdoptions iof iservice iquality

imanagement ipractices iappear ito irender ithe iinfluence iof iindustry icompetition ion ithe

irelationship ibetween iservice iquality imanagement ipractices iand iperformance iirrelevant.

A istudy ion ithe iimpact iof iCustomer iRelationship iManagement ion iPerformance iof iInsurance

iproviders iwas iconducted iin iPakistan.120 iThe iquantitative iapproach ihas ibeen iused ifor ithis

istudy. iThe idata iwas icollected ifrom ithe iinsurance icompanies ibecause ithey iare iapplying

icustomer irelationship imanagement itechniques. iThis istudy iimplemented ia iquantitative

iapproach iby iapplying ithe iquestionnaire ito ifind ithe irelationship ibetween ithe iindependent,

idependent, iand imediating iroles iof ithe ivariables. iThe ipopulation iselected ifor ithis istudy

icomprises iteam iplayers iof iinsurance icompanies iof iPakistan iand ithe isample isize iselected ifor

ithis istudy iwas i300 irespondents. iThe isoftware iused ifor ithe ianalysis iwas iSPSS iand

iConfirmatory iFactor iAnalysis i(CFA). iIt iwas ifound ithat icustomer irelationship imanagement

ihas ia ipositive iimpact ion ithe iorganization's iperformance, iwith iemployee iperformance iand

icustomer ihandling imediating ithe irelationship iof iCRM iand iorganization iperformance.

A istudy ion iService iQuality iand iCustomer iSatisfaction iwas iconducted iin iMalaysia iTakaful

iIndustry94. iIn iMalaysia, ithe itakaful isector iis iexpanding. iThe iMalaysian iMuslim ipopulation
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ineeded ian ialternate iform iof ilife iinsurance. iHence ithis isector iwas ideveloped. iThe iTakaful

iindustry, ilike iother ilife iprotection iplan iindustries, ifaces ia ivariety iof iobstacles iand ichances

ito imaintain iits iposition iin ithe imarket, iability ito icompete, iand iviability, isimilar ito ithe

iconventional ilife iinsurance iindustry. iGiven ithis, ithe itakaful isector imust itreat iits iclients iwell.

iOne iof ihis igoals iis ito iensure ithe ilevel iof iservice iprovided ican isatisfy ithe idesires iand ineeds

iof icurrent iclients. iThe ievolution iof itechnology iand ithe ipassage iof itime iboth ihave ian iimpact

ion iservice iquality. iAdditionally, iit's icrucial ito iprioritise icustomer isatisfaction iin iorder ito

ikeep ithis isector ihealthy. iIn iMalaysia, ithe itakaful isector iis iexpanding. iThe iMalaysian

iMuslim ipopulation ineeded ian ialternate iform iof ilife iinsurance. iHence ithis isector iwas

ideveloped. iThe iTakaful iindustry, ilike iother ilife iprotection iplan iindustries, ifaces ia ivariety iof

iobstacles iand ichances ito imaintain iits iposition iin ithe imarket, iability ito icompete, iand

iviability, isimilar ito ithe iconventional ilife iinsurance iindustry. iGiven ithis, ithe itakaful isector

imust itreat iits iclients iwell. iOne iof ihis igoals iis ito iensure ithe ilevel iof iservice iprovided ican

isatisfy ithe idesires iand ineeds iof icurrent iclients. iThe ievolution iof itechnology iand ithe ipassage

iof itime iboth ihave ian iimpact ion iservice iquality. iAdditionally, iit's icrucial ito iprioritise

icustomer isatisfaction iin iorder ito ikeep ithis isector ihealthy.

The ipertinent icomponents iof isatisfaction ivariables ithat icould ihelp ithe iTakaful iInsurance ito

iidentify iand iprioritise iways ito igain icustomers iwas iexamined iin iMalaysia95. iThe istudy

iemployed ia iquantitative iresearch iapproach iby iconducting isurveys ithrough iquestionnaires ito

irespondents ifrom itwo iuniversities iin iMalaysia. iThe ifindings ifrom ithe iresearch iproved ithat

iservice iquality iand ithe irole iof iagents iare isignificant itowards ithe ideterminants iof icustomer

isatisfaction iin iTakaful iinsurance iservices. iHowever, ithe iperformances iof ithe itakaful

ioperators iare ifound ito ibe iinsignificant ito ithe iservice iquality. iIn iconclusion, itakaful

ioperators ineed ito iimprove iand istrengthen itheir iservice iquality iand ithe irole iof itheir iagents

ias iwell. iAs ifor ithe iperformance iof ithese itakaful ioperators, icustomers ido inot irely imuch ion
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iit, iand itakaful ioperators ishould inot iconcentrate imuch ion ithis ifactor iwhile ioffering itheir

iservices.

A istudy ion iIslamic iinfluence ion icustomer isatisfaction iwas iconducted iin iPakistan iTakaful

iand iconventional iinsurance iindustry96. iThe idata ifrom i400 icustomers iof iboth ithe ifamily

iTakāful iand ilife iinsurance i(200 ieach) iwere icollected. iFurther, ithe iregression-based

ibootstrapping iapproach iwas iapplied ithrough iprocess imacro ideveloped iby iHayes. iThe iresults

iindicate ithat ia ihigher iShari’ah iperception ipositively iaffects ithe icustomer isatisfaction iin ithe

iTakaful iindustry iwith iimproved iservice iand irelationship iquality; iwhereas, iit inegatively

iaffects icustomer isatisfaction iin icase iof ithe iconventional iinsurance. iFurther, iit ihas ibeen

ifound ithat icustomer isatisfaction ipartially imediates ithe icustomer iswitching iintentions iin iboth

ithe iTakaful iand iconventional iinsurance iindustry iin ithe ipresence iof iservice iquality iand

irelationship iquality.

The iimpact iof iPAKSERV imodel ion icustomers’ isatisfaction, iloyalty iand itrust iwas iexamined

iin iMalaysian iIslamic ibanks97. iThese icomprehensive imeasures iconcern ion ithe icultural

idimension iof iservice iquality iby ifocusing ion ithe imediating irole iof itrust iin ithe iMalaysian

icontext. iA isurvey iwas iconducted iinvolving i401 icustomers iof iIslamic ibanks iin ithe istates iof

iKuala iLumpur iand iSelangor, iMalaysia. iThe idata iwere ianalyzed ithrough iexploratory ifactor

ianalysis, iconfirmatory ifactor ianalysis iand istructural iequation imodel iemploying iAMOS i23

iand iSPSS i23. iThe istudy ifound ipositive irelationship iof iPAKSERV idimensions iof iservice

iquality, icustomers’ isatisfaction, icustomers’ iloyalty iand ithe imediating irole iof itrust iin

ienhancing icustomers’ iloyalty. iThis istudy iprovides inew ievidence ion ihow itrust ican iact ias ia

ipartial imediation ion ithe irelationship ibetween icustomers’ isatisfaction iand icustomers’ iloyalty

iin ithe icultural icontext iof iIslamic ibanking iin iMalaysia. iThe ifindings iof ithis istudy ican ibe

iused ias ia iframework ifor iother iIslamic iFinancial iInstitutions i(IFIs) iin iimproving iservices ito

iits icustomers.
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2.3.3. The iImpact iof iInvestment iDecisions ion iPerformance iof iIslamic iInsurance

iIndustry iin iNigeria

A istudy ion iInstitutional iEfficiency iand iFinancial iPerformance iof iInsurance iCompanies iwas

icarried iout iin iNigeria.121 iThe istudy iinvestigated ithe iimpact iof iinstitutional iefficiency ion ithe

ifinancial iperformance iof iinsurance icompanies iin iNigeria icovering ithe iperiod ifrom i2011 ito

i2022. iThe istudy iemployed ian iex-post ifacto iresearch idesign, ithe iestimation itechniques

iutilized iwere ifeasible igeneralized ileast isquares i(FGLS) ion ia isample iof ifive iinsurance

icompanies iwere itaken. iThe ikey ivariables iused iin ithe ianalysis iincluded inet iprofit imargin

i(NPM) ias idependent ivariable iand iclaims iprocessing iefficiency i(CPE), irisk imanagement

ieffectiveness i(RME), iand iregulatory icompliance i(RC) ias iindependent ivariables. iThe

ifindings idisplayed ithat iclaims iprocessing iefficiency i(β i=0.185, ip i> i0.05) ihad ipositive ibut

ino isignificant ieffect iwith inet iprofit imargin, irisk imanagement ieffectiveness irate i(β i=105.910,

ip i> i0.05) iis ipositive ibut inot isignificantly iinfluencing iin inet iprofit imargin, iregulatory

icompliance ialso ihave inegative ibut idoes inot isignificantly iimpact inet iprofit imargin iof ithe

iselected iinsurance icompanies iin iNigeria iat i1% ilevel i(β i=-12.504, ip i> i0.05). iThe istudy ithus

irecommended, iamong iothers, ithat ipolicy imaker ishould iencourage iinsurance icompanies ito

iadopt imeasures ithat ienhance iinstitutional iefficiency, isuch ias iinvesting iin itechnology,

iimproving irisk imanagement ipractices, iand ienhancing icustomer iservice.

A istudy ion ithe iImpact iof iInvestment iDecision ion iFirm iFinancial iPerformance iModerated

iby iEconomic iPolicy iUncertainty: iEvidence ifrom ithe iNon-Financial iSector iwas iconducted iin

iPakistan.122 iThe iobjective iof ithe idissertation iis iachieved iusing ia iquantitative imethod. iA

isample iof i223 inonfinancial ilisted ifirms iin ithe iPakistan iStock iExchange iis iemployed ifor ithe

iperiod iof i10 iyears i(2010-2019). iDifferent ipanel iregression iestimation itechniques iwere

iapplied: ipooled iOLS, irandom iand ifixed ieffects, iand itwo-step isystem i(GMM) idynamic

ipanel idata iestimation ito iexamine ithe iassociation iamong ithe ivariables ito iprovide ithe
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iconsistent iresults iof ithe istudy. iThe iresult iof ithe idissertation ishows ithat iinvestment iin

itangible iassets, iinvestment iin iintangible iassets, ifinancial ileverage iand ieconomic ipolicy

iuncertainty ihas ia inegative iand isignificant iimpact ion ifirm ifinancial iperformance imeasured

iby ireturn ion iassets i(ROA) ibut iinvestment iin iworking icapital ishows ia ipositive iand

istatistically isignificant iinfluence ion iROA. iOn ithe iother ihand, iinvestment iin iintangible

iassets iand ifinancial ileverage ihas ia ipositive iimpact ion ifirm imarket iperformance imeasured

iby iTobin's iQ ibut iinvestment iin itangible iassets ihas inegative iimpact ion iTobin's iQ. iMoreover,

ithe imoderating iimpact iof ieconomic ipolicy iuncertainty isignificantly iand ipositively

imoderates ithe irelationship ibetween iinvestment iin itangible iassets, iinvestment iin iintangible

iassets, iand ifinancial ileverage, iand inegatively imoderates ithe iinvestment iin iworking icapital

ion ifirm ifinancial iperformance i(ROA). iOn ithe icontrary, ithe iinteraction iof ieconomic ipolicy

iuncertainty imoderates iinvestment iin iintangible iassets iand ifinancial ileverage isignificantly

iand inegatively, ibut ihas ia ipositive iinfluence iwith iinvestment iin itangible iassets iand

iinvestment iin iworking icapital ion iTobin’s iQ. iThe iresult iof ithe istudy iconfirms ithat ithe

ieconomic ipolicy iuncertainty isignificantly imoderates ithe irelationship ibetween iinvestment

idecision iand ifirm ifinancial iperformance iin ithe inonfinancial isector iof iPakistan.

A istudy ion ianalyzing ithe idrivers iof iinsurance isector igrowth iand ithe ieconomy iwas

iconducted iin iNigeria.123 iThe istudy iinvestigates ithe iimpact iof iinsurance isector idevelopment

iand ithe iNigerian ieconomy ifrom i1990 ito i2022. iThe istudy iemployed itime iseries idata

isourced ifrom iCBN istatistical ibulletin iand iusing iARDL imodel ito ianalyze ithe idata. iThe

iempirical iresults iindicate ithat iinsurance iinvestment idoes ihave ia isignificant iimpact ion ithe

ioverall igrowth iand idevelopment iof ithe iNigerian ieconomy, ialso iinsurance ipremium idoes

ihave ia isignificant iimpact ion ithe ioverall igrowth iand idevelopment iof ithe iNigerian ieconomy,

iand itotal iinsurance itransaction idoes ihave ia isignificant iimpact ion ithe ioverall igrowth iand

idevelopment iof ithe iNigerian ieconomy. iOn ithe ibasis iof ithe ifindings iof ithis istudy, ithe



115

ifollowing irecommendations iare imade: iPolicymakers ishould iencourage iinclusive iinsurance

ipractices ithrough iregulatory imeasures ipromoting iaccessibility iand iaffordability ifor ia

ibroader iNigerian ipopulation, ifostering icompetition, iinnovation, iand iconsumer iprotection.

iPolicymakers iand iregulators imust icarefully ibalance ipremium iregulation ito iensure

iprofitability ifor iinsurance icompanies iand iaffordability ifor iconsumers, ipreventing iexcessive

ipremiums ithat icould ihinder ieconomic igrowth.

2.3.4 The iEffect iof iPublic iTrust iand iConfidence ion iPerformance iof iIslamic iInsurance

iIndustry iin iNigeria

A istudy ion ideterminants iof iTakaful iadoptions imediating iperceived itrust iwas iconducted iin

iSomalia.124 iThe istudy iadopted ia isurvey iresearch idesign iusing i419 iquestionnaires ias

iresearch iinstruments ifor ithe istudy. iThe isurvey iwas iconducted iusing iconvenience isampling

itechnique iin iSomalia iand ithe irespondents iwere ipotential iTakaful iproduct iusers. iThe iDOI

itheoretical imodel iwas iput ito ithe itest ithrough istructural iequation imodeling i(SEM).The

ifindings ishow ithat irelative iadvantage, icompatibility, iculture ihas ipositively iand isignificantly

iinfluence ion iadoption iof iTakaful iwith imediating iperceived itrust. iOn ithe iother ihand,

iperceived icomplexity iand iawareness iis ipositively irelated ito iadoption iof iTakaful ibut ithere iis

ino imediation iwith iperceived itrust.

A istudy iwas iconducted ion ithe iEffects iof iTrust ion iPolicyholders’ iPurchase iIntentions iin ian

iOnline iInsurance iPlatform.125 iThe istudy iinvestigates ithe ithree idimensions iof itrust ibelief ion

ipolicyholders’ ipurchase iintentions iin ia ithird-party ionline iinsurance iplatform. iExtending

iexisting istudies, iwe ifurther iexplore ithe iantecedent ifactors iof itrust. i iIn ithe istudy, i332
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isamples iwere icollected ifrom ithe iinsurance iplatform iZuihuibao. iThe iresults ishow ithat itwo

idimensions iof itrust ibelief, iability iand iintegrity, ican isignificantly iaffect ipolicyholders’

ipurchase iintentions. iAdditionally, ireputation, isystem iquality, icooperation, ifinancial irisk iand

ibenefit iserve ias icrucial iantecedent ifactors ithat iaffect ipolicyholders’ itrust ibeliefs. i

A istudy iwas iconducted ion ithe iimportance iof itrust ifactor iin ithe iintentions ito ipurchase

iIslamic iinsurance i(Takaful) iin iIndonesia.126 iThe istudy iused ia iquantitative iresearch imethod.

iOnline iquestionnaires iwere idistributed iand icollected ifor ipeople iwho ialready ihave ian

iinsurance ipolicy, ihave ithe iknowledge iand iare iinterested iin ibuying iIslamic iinsurance iin

iIndonesia. iA itotal iof i322 ivalid iresponses iwere icollected iusing inon iprobability ipurposive

isampling iand isnowball isampling imethod. iTo iachieve ithe ipurpose iof ithis istudy, ian ianalysis

iusing iSEM ior istructural iequation imodel ifor ihypothesis itesting iwas iperformed. iThe iresults

ishow ithat itrust isignificantly iaffected ipurchase iintention iregarding iIslamic iinsurance. iOther

ithan ithat, itrust iis isignificantly iinfluenced iby iawareness, ireligiosity iand isubjective inorm.

iMoreover, ithe iattitude itoward itrust ifound ithat inot isignificantly irelated.

A istudy ion ithe iMediation ieffect iof itrust ion iwillingness ito ipay ifor ihealth iinsurance iamong

ico-operative imembers iwas iconducted iin iTanzania149. iThe istudy ianalysed ico-operative

imembers’ iwillingness ito ipay i(WTP) ifor ihealth iinsurance. iQuantitative imethod iresearch iwas

iadopted ito imeasure ithe irelationship ibetween ithe iindependent ivariables i(price, iquality,

iaccess iand itrust) iand ithe idependent ivariable i(willingness ito ipay) imediated iby itrust. iA

icross-sectional isurvey idesign iwas iused iin ithis istudy. iThe isocial icapital itheory iwas iadopted

ito ianalyse ithe imediation irole iof itrust iissues ion iother ivariables idetermining ico-operative

imembers’ iWTP ifor ihealth iinsurance. iA isingle iContingent iValuation iMethod i(CVM) iwas

iused ito ielicit iand iestimate ithe iamount icooperative imembers ithat iwere iwilling ito ipay ifor

ihealth iinsurance. iThe iPartial iLeast iSquare iStructural iEquation iModelling i(PLS-SEM) iwas

iused ito ianalyse ivariables iaffecting ico-operative imembers’ iWTP ifor ihealth iinsurance.



117

iFindings iindicated ithat imost ico-operative imembers iwere iwilling ito ipay ifor ihealth iinsurance.

iFurther, iexcept ifor iprice, itrust iissues ifully iand ipartially imediate iquality iattributes iand

iaccess icriteria, irespectively, iwhen iit icomes ito iWTP ifor ihealth iinsurance. iFirm itrust iis

irequired iamong ico-operators, imanagement, ihealth iinsurers, iand ihealth ifacilities iin iorder ito

iincrease iWTP ifor ihealth iinsurance iamong ico-operative imembers.

A istudy ion ithe ieffects iof itrust imediator iand ieducation ilevel imoderator ion iadoption iof

iIslamic ibanking isystem iwas iconducted iin iTajikistan150. iTherefore, ithe istudy iseeks ito

imeasure ithe iimpact iof itrust iand ieducational ilevel ion ithe idecision ias ito iwhether ito iadopt

iIslamic ibanking iin iTajikistan ifor ibusiness iactivities. iThe idata iof ithe istudy iwas ideveloped

ibased ion ia isurvey iand icollected ithrough ia idistributed iquestionnaire. iA itotal iof i408

irespondents iwere iobtained ifrom i14 ibanks iin iTajikistan. iThe istudy iadopted ithe iStructural

iEquation iModeling i(SEM) iapproach i(using iAMOS iversion i22.00) ito iexamine ithese

irelationships. iThe ifindings iof ithe istudy irevealed ithat irelative iadvantage iand iproduct

iknowledge iwere istatistically isignificant iin iinfluencing iperceived itrust iin

Islamic ibanks, iwhile iperceived itrust iin iIslamic ibanks ihad ia idirectly isignificant iimpact ion

ithe iadoption iof ithe iIslamic ibanking isystem iin iTajikistan. iAlso iit ifound ithat iperceived itrust

iplays ia imediating irole ibetween iawareness iand iadoption iof ithe iIslamic ibanking isystem. iThis

iindicates ithat ibanks’ icustomers iin iTajikistan ihave imore itrust iin, iand iprefer idealing iwith, ia

ibanking isystem ithat iis iShariah-based iin iline iwith itheir iIslamic ibeliefs. iIn iaddition, ithe

ifindings irevealed ithat ieducational ilevel iplays ia isignificant imoderating irole ibetween ithe

iawareness iof iIslamic ibanks iand ithe iadoption iof ithe iIslamic ibanking isystem. iThe ifindings

iof ithe istudy itherefore imay iassist ipolicy imakers ito iimprove ithe icurrent ibanking iindustry, iby

ifocusing ion ithe iIslamic ibanking isystem ithat iwould ibe iable ito irestore itrust iand icreate

iinterest iamong ithe iMuslim imajority ipopulation ias ithey ibelieve iin ithe iIslamic ibanking

isystem, iwhich iwill icontribute ipositively ito ieconomic igrowth.
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2.3.5 The iModerating iRole iof iReligion i(Shari’ah iPerception) itowards iInvestors

iDecision ion iPerformance iof iIslamic iInsurance icompanies i

A istudy ion ithe iFactors iinfluencing ithe iinvestors’ iintention ito iadopt iTakaful i(Islamic

iinsurance) iproducts iwas icarried iout iin iPakistan98. iThe istudy iis ian ieffort ito ifind iout ithe

ibehavior iof iPakistani iindividuals itoward iusage iof iTakaful iinsurance. iThe istudy iaims ito

iidentify ithe ifactors, iwhich iinfluence iinvestors’ iintention itoward ithe iadoption iof iTakaful.

iIslamic ifinance iis igrowing irapidly iin ithe iinternational imarket, iespecially iin iIslamic

icountries. iBoth iexplanatory iand idescriptive iresearch idesigns iused ifor ithe iresearch

iframework. iThe itheory iof iplanned ibehavior iis ithe ibase itheory iand ithe imodel iincorporates

iseveral ifactors isuch ias irelative iadvantage, icompatibility, isocial iinfluence, iawareness iand

ireligiosity ithat imay iinfluence ithe iadoption iof iTakaful. iThe iprimary idata icollected ithrough

ithe idistribution iof iself-administered isurvey-based iquestionnaire, icontaining i23 iitems iscaled

iat ia ifive-point iLikert iscale. iThe inon-probability isnowball isampling iand ijudgmental

isampling itechniques iare iused idue ito ithe iscarce iof iTakaful iusers. iThe isample iconsists iof

i345 iindividuals i(127 iTakaful iusers iand i218 inon-users) iliving iin ithe ithree imain icities,

inamely, iKarachi, iLahore iand iIslamabad. iThe idata iare ifurther ianalyzed iand iinterpreted iwith

iIBM iSPSS i21. iThe iresults iare ievaluated iusing idescriptive istatistics, ireliability, iconfirmatory

ifactor ianalysis, icorrelation iand ibinary ilogistic iregression imodels.

The iresearch ifindings ireveal ithat ifactors isuch ias irelative iadvantage, icompatibility, isocial

iinfluence, iawareness iand ireligiosity ihave ia isignificant iimpact ion ithe ibehavioral iintention iof

iTakaful iamongst ia idepicted isample iof iPakistani ipeople. iSimilarly, iTakaful ihas igreat

ipotential iin ithe iPakistani imarket, ibut idue ito ilack iof iawareness, iTakaful ishare iis ifar ibehind

ithan iconventional iinsurance. iIt iis ifurther isuggested ithat iTakaful ioperators imust idevise isome

ipolicies iand iplan ito ispread iawareness iabout iTakaful iand icome iup iwith imore iinnovative

iproducts. iThe iTakaful ioperators imust idevise iplans ito iaware ipeople iabout iIslamic iinsurance.
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iThe istudy iprovides iimplication ito iTakaful imanagement; iTakaful iusers; iand imore

iimportantly, ithe iregularity iauthorities ito ioperate iand isuccessfully iconduct iTakaful

iapplications. iFurther, ithey ishould iadvance iTakaful ioperations iand iproduce imore iinnovative

iproducts. i

A istudy ion iFactors iInfluencing iAdoption iof iIslamic iBanking iwas iconducted iin iMorocco75.

iThe iobjective iof ithis iresearch iis ito iexplore ithe ifactors iinfluencing ithe ichoice iof iIslamic

ibanking iservices iby iMoroccan ibanking icustomers. iThis istudy iis ibased ion ian iexploratory

iqualitative istudy iconducted iwith ia isample iof iforty iactive iusers iof ithe ibanking iservices

i(having ia ibank iaccount), ibut inon-users iof iIslamic ibanking iproducts, iaged i25 ito i60 iin

iMorocco. iThe ifindings iidentified ifactors iinfluencing ithe ichoice iof iIslamic ibanking iservices

iby ithe iMoroccan ibanking icustomers, imainly ithe icompatibility iof ithe iethical iand ieconomic

ibenefits iprovided iby ithe iIslamic ibanks iwith ithe ineeds iof ithe ipotential iadoption, ias iwell ias

ithe iinfluence iof ithe itwo ivariables, inamely ithe iperceived icomplexity iand ithe irisk iperceived

iby ithe ipotential iadopter iof ithe iservices iand iproducts ioffered iby iparticipatory ibanks iin

iMorocco. iThe istudy iallows imanagers iof iparticipatory i(Islamic) ibanks ito iunderstand

iMoroccan’s iviews ias iregards iIslamic ibanking iproducts. iThe imajor iconcern iof iIslamic ibanks

iis ito iincrease ithe inumber iof iaccounts iand ideposits iof icustomers ito iface ithe ichallenge iof ithe

iliquidity icrisis. iTo ithis iend, iIslamic ibanks ineed ito iunderstand ithe ifactors ithat ihinder ior

imotivate ithe iadoption iof iIslamic ibanking iby iconsumers iin iMorocco iso ias ito ifocus ion ithese

ifactors iat ithe ilevel iof icommercial icommunication.

A istudy ion ithe ifactors iaffecting iintention ito iadopt iIslamic ifinancing iwas icarried iout iin

iMorocco77. iThe istudy iaims ito iexplore ithe ideterminants iof iintention ito iadopt iIslamic

ifinancing iin imicro-business. iThe istudy iutilizes idata icollected ifrom ia iselected isample iof

iMoroccan imicro-business iowner-managers iusing iface-to-face iinterviews iduring iMarch i2021.

iThe iresults ifrom ithe ipartial ileast isquares ianalysis iindicate ithat ireligious iobligation iand
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iIslamic ifinancing ireputation ipositively iaffect iattitude itowards iIslamic ifinancing. iFindings

ialso ireveal ithe ipositive iand isignificant iinfluence iof isubjective inorms, iattitude itowards

iIslamic ifinancing, iand iperceived ibehavioral icontrol ion iintention ito iadopt iIslamic ifinancing.

A istudy ion iInvestment-Linked iTakaful iPlan iPatronage iwas iconducted iin iPakistan99. iThe

istudy iused iprimary idata ibased ion ia isample iof i143 irespondents ifrom ithe iKlang iValley iarea

iin iMalaysia. iThe ianalysis iof idata iusing iregression ianalysis ifound ithat ifee ipayment iand

ibenefits iplay ia isignificant irole iin iTakaful ioperator iselection iwhile icoverage iand ibenefits

iaffect ithe iinvestment-linked iproduct iselection iin iMalaysia. iIn ia iproposed iconceptual

iframework ibased ion iDiffusion iof iInnovation i(DOI) iand iUnified iTheory iof iAcceptance iand

iUse iof iTechnology i(UTAUT). iAnother istudy iinvestigated igeneral iTakaful iadoption iamong

iMSMEs iowner-managers iin iNorthwest iNigeria36. iThe istudy iidentified irelative iadvantage,

icompatibility, icomplexity, iuncertainty, iawareness, isocial iinfluence iand igovernment isupport

ias ifactors iaffecting iMSMEs iowner-managers idecisions iregarding igeneral iTakaful iadoption

ias ithe irelevant ifactors ithat ispecifically iappeal ito iMSMEs iowner-managers iintention ito

iadopt igeneral iTakaful ischemes.

A icross-sectional istudy ion ithe ideterminants iof ifamily iTakaful iplans iwas iexamined iin

iIslamabad, iLahore iand iKarachi iusing iStructural iEquation iModeling i(SEM) itechnique100.

iThe istudy ifound ithat ireligious iadherence, ireputation, iand iproduct iawareness ihad ia ipositive

iand isignificant irelationship iwith ithe ifamily iTakaful idemand. iWhile, ithe irelationship

ibetween imarketing iand iadvertising ihad iinsignificant irelationship iwith ithe ifamily iTakaful

idemand. iAnother istudy iinvestigated ithe iintentions ito iadopt iTakaful, imediating iperceived

itrust iin ithe icase iof iSomalia74. iThe istudy iwas idirected iat ipotential iTakaful iproduct iusers

iusing iconvenience isampling itechnique. iIn iaddition, ithe iDOI itheoretical imodel iwas iput ito

itest ithrough iStructural iEquation iModelling i(SEM) iand ithe ifindings ireveals ithat irelative

iadvantage, icompatibility, iculture ihave ia isignificant ipositive iimpact ion iadoption iof iTakaful
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iwith imediating iperceived itrust iwhile, iperceived icomplexity iand iawareness iare ipositively

irelated ito iadoption iof iTakaful ibut iwithout ia imediating ieffect iwith iperceived itrust.

A istudy iempirically iexamined ithe ideterminants iof ipatronage iof imotor ivehicle iTakaful iby

imembers iof iNational iAssociation iof iRoad iTransport iOwners i(NARTOPTD) iin iKano iState

iNigeria101. iUsing ipartial ileast isquare-structural iequation imodelling i(PLS-SEM) itechnique iof

idata ianalysis, ithe istudy ifound ithat iawareness iis iinsignificant ibut iperception iand ireligiosity

isignificantly iaffect ipatronage iof imotor ivehicle iTakaful iby imembers.

In ianother istudy, ithe ideterminants iof ilife iinsurance idemand iwas iexamined iin ithe iBRICS

icountries30. iThe istudy iemployed ia ipanel iof ithe iBRICS ibloc iof icountries ias ia iunit iof

ianalysis ifrom i1999– i2020 iand iapplied ipanel idata ieconometric itechniques. iThe istudy ifound

ithat ithe ilife iinsurance idemand ivariable i(proxied iby ilife iinsurance idensity iand ialternatively

iby ilife iinsurance ipenetration) iwas inegatively iaffected iby iincome, iunemployment, iinterest

irates iand iinflation ivariables iwhile, ia ipositive irelationship ibetween ilife iinsurance idemand

iand ithe ieconomic igrowth iand ifinancial ifreedom ivariables iwas idocumented.

A istudy iwas icarried iout ion ithe idemand ifor ihome iand iproperty iinsurance iin iNigeria102. iThe

istudy iadopted ia ipositivist iparadigm iand ia iquantitative itechnique ibased ion ithe iprimary idata

isampled ifrom i500 ilegal itenants iand ilandlords. iUsing ilogit iregression iand imaximum

ilikelihood iestimation itechnique ifor ithe iinvestigation, iit iwas ifound ithat irisk iattitude iand

iaversion iand ilow ieducation iand iliteracy ilevels iare ipositive iand isignificant ideterminants iof

ihome iand iproperty iinsurance idemand. iIn icontrast, ithe inon-performance iof ithe iinsurance

icompanies iin imanaging iprimary irisks ishows ia inegative iand isignificant iimpact ion iinsurance

idemand ipurchase. iMoreover, iculture, ireligion, ithe iquality iof ithe iservice iof ithe iinsurance

ioperators, iand iother ieconomic ifactors iwere inot isignificant ideterminants iof ihome iand

iproperty iinsurance idemand.
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A istudy ion ithe iexamination iof ithe ideterminants iof iprofitability iof iinsurance icompanies iwas

iconducted iin iFiji ias ia ireference icountry103. iThe istudy iused ithe isample iof ieight iinsurance

icompanies’ ifinancial idata iover ithe iperiod i2010-2015. iFirst, ia ibase imodel iis iestimated,

ifollowed iby iadditional imodels iwhich iinclude iinteraction ieffects ias ipart iof ithe isensitivity

ianalysis iand ifurther iinsights. iThe ioverall iresult iof ithe iestimation iindicated ithat ipremium

iincome, iunderwriting iexpenses, iadministrative iexpenses, iand ivolume iof icapital iare

ipositively iassociated iwith iprofitability, iwhile ileverage imeasured iby itotal iliability iover

iequity, iand icontingent iliability iare inegatively iassociated iwith iprofitability.

A istudy ion ithe ifactors iInfluence iIntention ito iOpt ifor iIslamic iInvestment iSchemes iamong

iMarket iPlayers iwas iconducted iin iMalaysia104. iThe istudy iemployed ithe itheory iof ireasoned

iaction iwith ireligiosity ias iits iadditional iconstruct iin ithe imodel. iAs imany ias i120

iquestionnaires iwere icollected ifrom imarket iplayers iin iBursa iMalaysia iusing ionline isurvey.

iAfterwards, ithe idata icollected iwere ianalyzed iusing istructural iequation imodel ito ireveal ithe

irelationship iof ivariables itested iin ithe iproposed imodel. iThe iresult ishows ithat ireligiosity iand

isubjective inorms iappeared ito ibe ithe isignificant ifactors iaffecting iintention ito ichoose iIslamic

iinvestment ischemes iin iMalaysia iIslamic icapital imarkets. iInterestingly, idespite iits isignificant

irole ishown iin iprevious istudies, ithe istudy ihas ishown iinsignificant ilevel iof ithe iattitude iin

ipredicting ithe iintention ibehavior.

A istudy ion ithe ilink ibetween ithe igrowth iof iinsurance iindustry iand iits ieconomic igrowth iwas

iconducted iin iNigeria105. iThe iordinary ileast isquares imethod iestimated isecondary idata ifrom

i2001 ito i2017. iAn ianalysis iof ithe ieconomy ilooks iat ithings ilike iinsurance iinvestment,

ipremiums, iand iclaims ito ifigure iout iwhy ithe ieconomy iis ithe iway iit iis. iInsurers' ioverall

iinvestment, ipremiums, iand iclaims iwere iall ipositively icorrelated iwith ithe igrowth iof ithe

ieconomy. iThe ioverall iamount iof iinsurance ipremiums iand iinvestments iwas istatistically

isignificant, ibut ithe itotal iamount iof iinsurance iclaims iwere inot. iAccording ito ithe ifindings,
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ithe irise iof iNigeria's iinsurance iindustry iwas ia isignificant ifactor iin ithe icountry's ieconomic

iprogress. iInsurance iinvestment, itotal ipremium, iand itotal iclaims iin ithe iprevious istudy iwere

iemployed ias iexplanatory ivariables; iin ithis inew istudy, itotal iinsurance iinvestment iwas

iutilised, ialong iwith itotal ipremiums iand irevenue.

Non-life iinsurance ipenetration iwas iexplored iin iNigeria106. iEx-post-facto iresearch iwas iused

iin ithis istudy. iMultiple iregression iwas iused ito iexamine itime iseries idata ifrom i1988 ito i2014.

iNon-life iinsurance ipenetration ihad ia ifavourable iand isubstantial iimpact ion iNigeria's

ieconomic igrowth iover ithe iresearch iperiod, iaccording ito ithe idata. iBetween i1988 iand i2014,

iprior iresearch ilooked iat ithe iinfluence iof inon-life iinsurance ipenetration ion iNigeria's

ieconomic igrowth; ithe iperiod icovered iby ithis ione iis i1999 ito i2019.

iA istudy ion ithe ideterminants iof ithe idecision ito iadopt iIslamic ifinance iwas icarried iout iin

iOman39. iThe iauthors iadministered ia iquestionnaire isurvey ivia iface-to-face iinterviews ito i385

iSME iowner-managers ioperating iin iMuscat, iOman’s icapital icity. iThe iKruskal–Wallis ione-

way ianalysis iof ivariance i(ANOVA) inon-parametric itest iwas iused ito ianalyse ithe

iquestionnaire isurvey idata. iThe ifindings iindicate ithat iwhile iSME iowner-managers’ iIslamic

ifinancial iknowledge iand ipersonal icharacteristics ido iinfluence itheir iintention ito iadopt

iIslamic ifinance, itheir ifirms’ icharacteristics ihave ino isignificant iinfluence ion iSME iowner-

managers’ idecisions ito iaccede ito iIslamic ifinancing. iThe iresearch’s ifirst ilimitation iis ithat iit

igathered idata ifrom iSME iowner-managers iin iMuscat ionly. iFuture istudies icould isurvey ia

iwider isample iof iOmani iSME iowner imanagers. iSecond, ithe istudy’s ifindings icannot ibe

igeneralised ito ilarge iand ipublic ifirms, ias ithe isample iincludes iowner-managers iof iSMEs ionly.

iFinally, ithere iis ia ineed ito iinvestigate iother ifactors isuch ias inonfinancial iand ibehavioural

ifactors, iwhich iwere inot iexplored iin ithe ipresent istudy, ibut iwhich imay iinfluence iSME iowner

imanagers’ iIslamic ifinancial idecisions iTheoretical iand iempirical istudies ion icapital istructure

ihave ifocused iprimarily ion ilarge ilisted ifirms. iOnly ia ifew istudies ihave ipaid iattention ito ithe



124

icapital istructure iof iSMEs, iparticularly iin ithe icontext iof ian iemerging imarket isuch ias iOman.

iThis igap iin ithe iliterature iis imostly ievident iwhen iinvestigating ithe ifactors ithat iinfluence ithe

ifunding idecision itowards iIslamic ifinancing iin ia icountry, isuch ias iOman, iwhere iIslamic

ifinance irepresents ia inew ibanking isector ioffering.

A istudy ion iemergency iof iTakaful, ian iIslamic iinsurance imodel, ias ian ialternative ito

iconventional iinsurance iwas iconducted iin iUganda107. iTakaful iis istrongly iadvocated ifor iand

ialigned iwith ithe iteachings iof ithe iholy iQuran iand itraditions iof iprophet iMuhammad i(SAW).

iTakaful iis ian iemerging iglobal idemand ifor iboth ishort iterm i(general) iand ilong-term i(life)

iinsurance. iThe istudy iis ian iin-depth iexploration iof ihow iTakaful imodels ican ibe imarketable

iin iUganda. iThe ipaper ifocuses ion ifour ikey iareas; ii.e., iTakaful ias ian ialternative iinsurance

ipolicy, imodels iof itakaful, itakaful iversus iconventional iinsurance iand iprospects iof itakaful iin

iUganda’s iinsurance imarket. iThe istudy iis ia iLiterature iRelated iDiscovery i(LRD) iby

imethodology. iThe istudy iconcludes iby irecommending icommencement iof itakaful iand ifuture

itakaful imodels ifor isustainable igrowth iif iinsurance icompanies idecide ito ienter iinto ithe

iIslamic iInsurance isystem iin iUganda.

A istudy ion ithe iEfficiency iAnalysis iof iTakaful iInsurance iIndustry iwas iconducted iin iUAE108.

iThe istudy ianalyzes ithe icomparative iefficiency iof itakaful iinsurance icompanies iby

iimplementing iempirical iresearch. iTakaful, iwhich iis ian iIslamic iinsurance iinstrument,

imanages irisks iin ibusiness, iaccording ito iShariah i(Islamic ilaw) iprinciples iand ioffers irisk

iprotection iand isavings iassets. iThe istudy ialso iprovides ia icomprehensive iliterature ireview ion

ithe iefficiency ianalysis iof ithe itakaful iindustry. iThe iempirical ipart ipresents ia iwide irange iof

iefficiency icomparisons iof i41 itakaful iinsurance icompanies iin i16 icountries ibetween i2009

iand i2014. iThe idata ienveloping ianalysis itechnique iis iutilized iusing ithe irDEA ipackage iin ithe

iR ienvironment ito icompute ithe iefficiency iscore. iIn ithe istudy, ithe itechnical iefficiency,

ioverall itechnical iefficiency, iand ipure itechnical iefficiency iare icalculated iand icompared iper
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iyear iand iper icountry. iThe ifindings iof ithe istudy isuggest ithat ithe ioverall iaverage iefficiency

iscores iof itakaful icompanies iare iconsiderably ihigh. iThe istudy iresults ialso iindicate ithat ithe

iexcess iin ithe iconsumption iof iinputs idecreases iwhile ithe ideficit iin iachieved ioutputs ihas

ibeen ideclining iin ithe icovered iperiod. iThe istudy isuggests ithe imanagers iof ithe itakaful

icompanies ican iuse ithe itarget iefficiency iscores, iwhich iare icalculated iby iusing ithe iDEA

ianalysis, ias ian iideal ireference ibenchmark ifor iplanning itheir iinputs iand ioutputs.

A istudy iexplored ia itrend ianalysis irelated ito itakaful iresearch ifrom i1989 iuntil iMarch i2022109.

iThe iresearch iaims ito idetermine: i(1) ithe icurrent igrowth iand itrends iof ipublications iin itakaful;

i(2) ithe imost iproductive icontributors iin itakaful istudies; i(3) ithe ihighly-cited idocuments iin

itakaful iresearch; iand i(4) ithe iessential ikeywords iand ithemes iinvolved iin ithe itakaful istudies.

iThe idata iwas iobtained ithrough ithe iScopus idatabase iwith ithe ikeywords i“takaful,”“Islamic

iinsurance,” ior i“sharia iinsurance.” iThe isearch iresulted iin i423 idocuments iand ibecame i356

idocuments iafter iscreening. iThe idata ihas ibeen iexported iand ianalyzed iusing itools isuch ias

iBiblioshiny, iVOSviewer, iPublish ior iPerish i(PoP) iand iMicrosoft iExcel. iThe iresults ishowed

ithat imost ipublications iwere iin i2017 iand i2020. iThe imost isignificant icontributor ithat

ipublished ithe imost iresearch idocuments iwere iSyed iAhmad iSalman iby ithe iauthor i(21

ipublications), iInternational iIslamic iUniversity iMalaysia iby iInstitution i(24,4%), iEnglish iby

ilanguage i(97,5%), iMalaysia iby icountry i(64,04%), iJournal iof iIslamic iAccounting iand

iBusiness iResearch iby ititle i(22 ipublications). iThis istudy ifound ithe iarticle i“the icost

iefficiency iof itakaful iinsurance icompanies” iwritten iby iKader ias ithe imost icited ipublication.

iMoreover, ibased ion ithe iresults iof inetwork ivisualization imapping, itakaful iresearch iwas

idivided iinto ifour imain ithemes: irisk imanagement iin ithe itakaful iindustry iand iits irelation iwith

iIslamic ibanks, iefficiency iin ithe itakaful iindustry, iand ibehavior iof itakaful icustomers, iand

idevelopment iof itakaful. iThis istudy irecommended ia isystematic iliterature ireview ion ipopular

itopics isuch ias iefficiency iand ifamily itakaful ifor ifurther istudies.
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A istudy iwas iconducted ion iUnderstanding ifamily itakaful ipurchase ibehaviour: ithe iroles iof

ireligious iobligation iand igender152. iUnderstanding ithe ifactors ithat iinfuence iMuslim

iconsumers’ ipurchasing ibehaviour iis icrucial ito iaccelerate ithe igrowth iin ithe ifamily itakaful

imarket isegment. iHowever, iresearch ihas iyet ito iadequately iaddress ithe idrivers iof ifamily

itakaful ipurchase ibehaviour. iA isurvey istrategy iwas iused ito iobtain ithe idata ifor ithe istudy.

iThe isurvey iquestionnaire icomprised itwo iparts. iThe ifirst isection iconsisted iof idemographic

iand ibackground iquestions iconcerning igender, iage, ilevel iof ieducation, iand iculture. iThe

isecond isection icontained ithe iitems iused ito imeasure ithe istudy’s iconstructs. iMulti-scaled

iitems, iselected iand iadapted ifrom iprevious istudies, iwere iutilised ito imeasure ithis istudy’s

iconstructs. iThe iitems ifor imeasuring iattitude, isubjective inorm, iperceived ibehavioural icontrol,

iand iintention iBy iintegrating ireligious iobligation iinto ithe itheory iof iplanned ibehaviour, ithis

istudy iproposed iand itested ia imodel iof ithe ifactors iunderlying ifamily itakaful ipurchasing

ibehaviour, iand ifurther iexamined ithe imoderating iimpact iof igender. iThe ifindings ishow ithat

iMuslim iconsumers’ iintentions ito ipurchase ifamily itakaful iare iinfluenced iby iattitude iand

isubjective inorm, iand ipurchasing ibehaviour iis iinfluenced iby iintention iand iperceived

ibehavioural icontrol. iAlthough ireligious iobligation iaffects iattitude, isubjective inorm, iand

iperceived ibehavioural icontrol, iits iinfluence ion ifamily itakaful ipurchasing iintention iand

ipurchasing ibehaviour iis inot isupported. iThese ifindings idiffer iacross imale iand ifemale igroups,

iemphasizing ithe icentrality iof igender ias ia imoderator iand ia iboundary icondition iin ithe

irelationships iposited iin ithe imodel. iThe ifindings ihave ivarious itheoretical iand imanagerial

iimplications iwhich iare ihighlighted.

A istudy ito iexplore ithe iimpact iof irisk iattitude ion ithe imarket ishare iof ismall iand imedium

ienterprises i(SMEs) iwas iconducted iin iLagos, ias iwell ias ithe icorrelation ibetween iinsurance

ipatronage iand ifinancial iearnings153. iThe istudy iunveils ia inotable iyet ilimited iinfluence iof

iSMEs’ irisk iattitude ion itheir imarket ishare. iFurthermore, iit ihighlights ia isignificant ibut
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imoderate irelationship ibetween iinsurance ipatronage iand ithe ifinancial iearnings iof iSMEs. iThe

iauthors ipropose ithe iimplementation iof irobust irisk imanagement istrategies ito iaddress

ieconomic idownturns iand iadvocate ifor istakeholder icollaboration iin iintegrating iinsurance

ieducation iinto ithe icurriculum, ifostering ithe igrowth iand idevelopment iof iNigerian iyouth.

A istudy iwas icarried iout ion ithe ilimited iutilization iof iinsurance iservices iby iMicro, iSmall,

iand iMedium iEnterprises i(MSMEs) iin iNigeria155. iThe istudy iexamines ithe iinfluence iof

iregulatory iorigins iand itrust ion iMSMEs’ iconsumption iof iinsurance. iThe iauthors icontend

ithat ithe iadoption iof ithe iWestern iinsurance ibusiness imodel iin iNigeria, iwhich ifails ito ialign

iwith ithe ivalues iand isocietal iorientation iof iconsumers, icontributes ito ithe isubdued iinterest iin

iinsurance. iThey ipropose iregulatory ireforms ithat iincorporate itraditional iinsurance isystems

iand iadopt ia iconsumer-centric iapproach ito iproduct idesign, iwith ithe iaim iof iincreasing ithe

iadoption iof iinsurance iby iMSMEs. iAdditionally, ithey isuggest ileveraging itraditional itrust-

building iinstitutions ito ienhance iconsumer itrust iin iinsurance iservices.

A istudy ion ithe ifactors ithat idrive ithe ipatronage iof imotor ivehicle iTakaful i(Islamic iinsurance)

iamong imembers iof ithe iNational iAssociation iof iRoad iTransport iOwners-Petroleum iTanker

iDrivers i(NARTO-PTD) iwas iconducted iin iKano iState156. iThe istudy iemploys ithe iTaro

iYamane isample isize iformula iand irandomly iselects i178 irespondents iusing ia isimple irandom

isampling itechnique. iThe iresearch iemploys ithe iPartial iLeast iSquare-Structural iEquation

iModeling i(PLS-SEM) imethod ito itest ithe ihypotheses. iThe ifindings ireveal ithat iperception,

ireligiosity, iand iawareness ihave ia isignificant iinfluence ion imotor ivehicle iTakaful ipatronage.

iThe istudy isuggests ithat iTakaful icompanies ishould idevelop istrategies ito iengage ireligious

iindividuals iand iattract ithose iwith iless ireligiosity iby iorganizing ieducational iprograms iin

ireligious iinstitutions. iAdditionally, ipolicies ishould iaim ito ienhance ithe iperception iof

iNARTO-PTD imembers itowards iTakaful iservices.

iA istudy ito iinvestigate ithe ifactors iinfluencing ithe ipatronage iof iTakaful iservices iamong
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ientrepreneurs iin iSabonGari imarket iof iKano imetropolis iwas icarried iout iin iNigeria157. iThe

istudy ireveals ithat ireligiosity, itrust, iconfidence, iand iawareness ihave ia ipredominantly

ipositive iand isignificant iimpact ion ithe ipatronage iof iTakaful iservices, iwith ia isignificant ilevel

iof i0.05. iThe ithree iexplanatory ivariables iwere iable ito iaccount ifor i58% iof ithe ivariation iin

ithe idependent ivariable. i i

A istudy ion ithe iliterature ireview ithat ioffers ivaluable iinsights ifor ithe iinsurance iindustry iwas

iconducted iin iNigeria158. iThe istudy ispecifically iexamines ithe ideterminants iof ihome iand

iproperty iinsurance iin iLagos iMetropolis. iThe ifindings iindicate ithat irisk iattitude iand iaversion,

ias iwell ias ilow ilevels iof ieducation iand iliteracy, ihave ia ipositive iand isignificant iinfluence ion

ithe idemand ifor ihome iand iproperty iinsurance. iOn ithe iother ihand, ithe iinadequate

imanagement iof iprimary irisks iby iinsurance icompanies ihas ia inegative iand isignificant ieffect

ion iinsurance idemand. iInterestingly, ifactors isuch ias iculture, ireligion, ithe iquality iof iservice

iprovided iby iinsurance ioperators, iand iother ieconomic ifactors iwere inot ifound ito ibe

isignificant ideterminants iof ihome iand iproperty iinsurance idemand. iTherefore, ithe istudy

isuggests ithat iinsurers ishould iconsider idifferent irisk iattitudes iwhen idesigning iinsurance

ipackages iand iprioritize iaccountability iand itransparency iin ifulfilling itheir iobligations ito

ireduce iconcerns iabout iunderperformance iand imitigate ibasic irisks.

A istudy ion ithe iimpact iof isocio-economic istatus, itrust iin ithe iinsurance icompany, iand

iknowledge/awareness iof iinsurance iproducts ion ithe iintention ito ipurchase ichildren’s

ieducational iinsurance ipolicies iwas iconducted iin iLagos159. iThe iresults irevealed ithat

icustomers’ isocio-economic istatus, itrust iin ithe iinsurance icompany, iattitude itowards

ichildren’s ieducational iinsurance ipolicies, iand iknowledge/awareness iall iplayed ia isignificant

irole iin iinfluencing iand ipredicting ithe iintention ito ipurchase isuch ipolicies. iSocioeconomic

istatus, itrust, iand iattitude iwere ifound ito ibe istrongly iassociated iwith ibehavior. iTherefore,

imarketers itargeting iNigerian iconsumers iwith iinsurance iservices ishould iconsider iintegrating
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ifundamental ipsychoanalytical ifactors iinto itheir imarketing istrategies. iThis iapproach iwould

ifacilitate ithe iacceptance iof iinsurance iproducts iby ithe ipublic, ihighlighting ithe iperceived

ibenefits iand irewards iassociated iwith ithem.

A istudy ito iexamine ithe iinfluence iof isocio-economic iand idemographic ifactors ion iinsurance

ibuying ibehavior, ispecifically ifocusing ion ithe iperceptions iof iselected iSMEs iwas icarried iout

iin iLagos, iNigeria160. iThe ifindings iunderscore ithe isignificance iof isocio-economic iand

idemographic ifactors iin ishaping ithe ievaluation iof iinsurance ipurchases iamong iSMEs iin

iLagos. iThe istudy isuggests ithat iinsurance iproviders iin iNigeria ishould icustomize iinsurance

iproducts iin ia imanner ithat iis iboth iattractive iand iaffordable ito iSME ioperators/owners,

ithereby ialigning iwith itheir isocio-economic iand idemographic irisk iattitudes. iAdditionally,

iSME ioperators ishould iconsider ishifting itheir iinclination itowards imanaging irisks ion itheir

iown ito irelying ion iinsurance iproviders ifor icomprehensive ibusiness, ieconomic, iand ifinancial

isecurity. iThese iimplications ihighlight ithe ineed ifor isimilar istudies ito ibe iconducted iin iother

iindustries iwithin ithe icountry ito igain ia ibroader iunderstanding iof ithe isubject.

A istudy ito iinvestigate iconsumers’ iperceptions iregarding ithe iacquisition iof ilife iinsurance

ipolicies iwas iconducted iin iLagos iState161. iTheir iresearch iunveiled ia irobust ipositive

iassociation ibetween iculture, ireligion, iand ithe ipatronage iof ilife iinsurance ipolicies. iThis

idiscovery ihighlights ithe iinfluential irole iof icultural iand ireligious ifactors iin ishaping

iindividuals’ iinclinations itowards iinsurance iproducts. iIn ilight iof ithese ifindings, ithe iauthors

iput iforth ia irecommendation ifor ilife iinsurance iadvertisements ito ibe imore iinformative iand

itailored ito ienhance ipublic iawareness iand iaccessibility ito ilife iinsurance. iA istudy iwas

iconducted ito iexamine ithe iimpact iof ipromotional iactivities ion iconsumers’ iengagement iwith

iinsurance ibusiness iin iAdo-Ekiti iMetropolis, iNigeria163. iThe iresearch iutilized ia isample iof

i373 iquestionnaires icollected ifrom ia ipopulation iof i19,998 iinsurance icustomers iin iAdo-Ekiti

imetropolis. iThe ifindings iof ithe istudy irevealed ia irobust iand ifavorable icorrelation ibetween
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imedia iadvertising iand iconsumer ipatronage. iAdditionally, ithe iresearch ihighlighted ia

isignificant iinfluence iof ipersonal iselling ion iconsumer ipatronage. iFurthermore, ifindings iof

ithe istudy ishowed ia inotable iassociation ibetween isales ipromotion iand iconsumer ipatronage iof

iinsurance ibusinesses iin iAdo-Ekiti iMetropolis. iThe istudy iemphasized ithe isignificance iof

icomprehending iessential ifactors ilike iculture, itrust, iinformation itechnology, ipublicity, iand

icustomer irelationship istrategy iin iorder ito ifacilitate ieffective iinsurance ioperations.

A istudy ito iexamine ithe iinfluence iof iinsurance iinvestments ion ieconomic igrowth iwas icarried

iout iin iNigeria162. iTheir iresearch ifindings iindicate ithat iinsurance iinvestments iin igovernment

isecurities, istocks, iand ibonds idid inot icontribute ito ithe iexpansion iof igoods iand iservices iin

ithe iNigerian ieconomy. iThis iimplies ithat ifactors iother ithan ieconomic igrowth imay iplay ia

irole iin ishaping ithe ipreference ifor iTPL i(Third iParty iLiability) imotor iinsurance. iThe istudy

isuggests ithat iinsurance icompanies ishould ialign itheir iproducts iwith ithe ievolving imarket

iconditions, ilower ientry ibarriers, iestablish ieffective iregulatory iframeworks, iand idemonstrate

ia istrong icommitment ito ienforcement iin iorder ito iaddress ithe ichallenges iidentified.

A istudy ion ithe iimpact iof irelationship imarketing ion icustomer iperception iof iinsurance iwas

iconducted iin iLagos iState164. iThe iresearch ifindings idemonstrate ia isignificant icorrelation

ibetween irelationship imarketing iand icustomer iperception iof iinsurance. iThe istudy ihighlights

ithe icrucial irole iof icustomer iawareness, itrust, iservice iquality, iproduct iinnovation iand

icustomization, iand icustomer isatisfaction iin ishaping icustomer iperception. iIn ilight iof ithese

ifindings, ithe istudy irecommends ithat iinsurance icompanies iimplement irelationship imarketing

istrategies ito ieffectively iinfluence icustomer iperception iand ifoster iincreased ipatronage.

A istudy iinvestigated ithe iimpact iof iinsurance imanagement iinformation isystems ion ienhancing

iinsurance iservices iin iNigeria173. iThe iresearch ireveals ithat ithe iutilization iof ivarious itypes iof

iinformation isystems, iincluding itransaction iprocessing isystems, idecision isupport isystems,
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ioffice iautomation isystems, iexpert isystems, iand ipersonal/work igroup iinformation isystems,

iplays ia isignificant irole iin ideepening iinsurance iservices. iThe istudy iemphasizes ithe

iimportance iof iinsurance icompanies iadopting iand iupdating itheir iinformation isystems ito

iensure ieffective iand iefficient idelivery iof iservices. i

A istudy iwas icarried iout ion ithe iconnection ibetween ilife iinsurance icompany ifinancial

iperformance iand icorporate icharacteristics iin iKenya174. iFor ithe iyears i2008 ito i2012, idata

ifrom i17 ilife iinsurance ifirms iin iNigeria iwere iused. iSize, idiversity, ileverage, iliquidity, iage,

ipremium igrowth, iand iclaim iexperience iwere iemployed ias ithe iindependent ivariables, iwhile

iROA iwas iused ias ithe idependent ivariable. iAccording ito ithe istudy’s ifindings, ithere iis ia ilink

ibetween ian iinsurance icompany’s iprofitability iand ithe imagnitude iof iits ipremiums.

A istudy iwas icarried iout ion ifirm ispecific iattributes iand ifinancial iperformance iof ilisted

iinsurance icompanies iin iNigeria165. iThe istudy icovered ia iperiod iof ieleven iyears ifrom i2008 ito

i2018. iThe iresearch iused icorrelation iresearch idesign iand isecondary idata iobtained ifrom ithe

iannual ireports iand iaccounts iof ifirms ifrom i2008-2018. iThe ipopulation iof ithe istudy iis iall ithe

i27 iinsurance ifirms ilisted ion ithe iNigerian iStock iExchange ias iat i31st iDecember i2018,

ieighteen i(18) iof ithese ifirms iwere iselected ias isample. iMultiple iregression ianalysis iwas iused

iin iestimating ithe iresearch imodel. iThe iresult iof ithe istudy ishows ithat iunderwriting irisk iand

ioperating iexpenses ihave inegative iand isignificant iimpacts ion ifinancial iperformance iand

iPremium igrowth ireveal ia ipositive iand isignificant iimpact ion ifinancial iperformance iof ithe

istudy ifirms. iThe istudy iconcludes ithat iunderwriting irisk iand ioperating iexpenses iinversely

iaffect ithe ifinancial iperformance iof ilisted iinsurance ifirms. iThe istudy irecommends iamong

iothers ithat ithe imanagement iof ithe ilisted iinsurance ifirm ishould ifocus imore ion ireducing ithe

ilevel iof itheir iunderwriting ioperation iand icut itheir ipresent ilevel iof ioperational icost

idrastically ito iimprove ifinancial iperformance.
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A istudy iwas icarried iout ion ithe ideterminants iof ifinancial iperformance iof iselected iinsurance

ifirms iin iNairobi iCounty166. iThe itarget ipopulation iwas i55 ilicensed iinsurance ifirms i(42

ilocally iowned iinsurance ifirms iand i13 iForeign iowned iinsurance ifirms). iThe istudy iused itwo

irespondents iin ieach iinsurance ifirm iwho iwere iFinance iManagers iand iCorporate iAffairs

iManagers iand iall ithese ihad itotal iof i96 irespondents. iThe istudy iused iboth iprimary iand

isecondary idata. iThe imain iprimary idata isource iwas isemi istructured iquestionnaire. iThe idata

ifrom ithe istudy iwas ianalyzed iqualitatively iand iquantitatively iusing ipercentages, imeans iand

ifrequency idistribution iwith ithe iaid iof iStatistical iPackage ifor iSocial iSciences i(SPSS)

iversion17. iSince idata iwas idescriptive, ivariants isuch ias imeans, ifrequencies iand ipercentages

iwere iused ito idescribe ithe ifindings iof ithe istudy. iBivariate i– iANOVA istatistical idata

ianalytical itechnique iwas iused ito ifind ithe ideterminants iof ifinancial iperformance iof iselected

iinsurance ifirms iin iNairobi iCounty. iThe istudy iconcluded ithat iinsurance ifirms ihad iliquid

iinvestments iwhich ihelped ithem ito isettle iclaims iespecially iif itheir iunderwriting iincome

icannot icover iclaims. iThe ifirms iwould isell ioff itheir iinvestments iif ithey ilacked imoney ito

isettle iclaims. iMajority iof iinsurance ifirms irelied ion icash iflow ifrom ioperations iin iliquidity

imanagement. iThis iimplied ithat iall ifirms ihad icertain isource iof ifunds ifor iliquidity

imanagement. iThe istudy irecommended ithat iinsurance ifirms ishould iestablish ia iwell imatched

iportfolio iof itheir iassets iand iliability iin iterms iof icash iflows ior irather ithey ishould iensure ithat

ithey icreate iadditional ireserve iso ithat iit ican iassist ithem ito icover ithe iinterest irate isince ilow

iinterest imay icreate ia idiscrepancy ion ithe iearnings.

A istudy iinvestigated ithe iownership istructure iand iFinancial iPerformance iof iListed iInsurance

iFirms iin iNigeria167. iThe ifinancial iperformance iof ilisted iinsurance ifirms iin iNigeria ihas ibeen

ideclined isignificantly. iThere iare iother ifactors ithat icould ilead ito ithe ipoor ifinancial

iperformance ibut ithe iresearchers iare ispecifically iinterested iin iexamining ithe ieffect iof

iindependent idirector ion ithe irelationship ibetween iownership istructure iand ifinancial
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iperformance iof ilisted iinsurance ifirms iin iNigeria ifrom i2013 ito i2022 ifinancial iyears. iThe

iownership istructure ivariables iused iin ithis istudy iare iinstitutional iownership iand imanagerial

iownership iwhile ithe ifinancial iperformance iused iis irepresented iby ireturn ion iassets i(ROA),

iand ithe imoderating ivariable iis iindependent idirector. iThe isample iof ithe istudy iis iall ithe

itwenty-three i(23) ilisted iinsurance ifirms iin iNigeria ithat imake iup ithe ipopulation iof ithe istudy.

iThe istudy iuses isecondary idata iand imultiple iregressions ifor ithe ipurpose iof ithis istudy. iThe

ifindings iof ithe istudy ireveal ithat iinstitutional iownership iand imanagerial iownership ihave

inegative iand iinsignificant ieffects ion ifinancial iperformance iof ilisted iinsurance ifirms iin

iNigeria. iIndependent idirector ihas ia ipositive ieffect ion ithe irelationship ibetween iinstitutional

iownership, imanagerial iownership iand ifinancial iperformance. iThe iresearchers itherefore

irecommend ithat ithe iCentral iBank iof iNigeria iand iNational iInsurance iCommission ishould

iensure ithat ithere iis idiversity iof iexperience iwithout icompromising icompatibility, iintegrity

iand iindependence.

A istudy iwas icarried iout ion iKey iFinancial iRatios iand iListed iInsurance iCompanies'

iPerformance iin iNigeria168. iThe iresearch iis iobjectively ianalyzed iindependent ivariables iwith

idependent ivariable iin iNigerian iinsurance iindustry. iSubsidiary itools igenerated iare iemployed

ithrough ifinancial iand iaccounting ireports ifrom ifive irandomly ichosen ifinancial iinstitutions

ifor iten i(2011-2020) iyears. iCorrelation iand imultivariate iordinary istatistics iare iutilized ito

ianalyze ithe igenerated itools. iThe ifindings ireveal ithe iautonomous ivariables ito ihave ishown

iunimportantly idirect iand inot istrong imembership ito isubordinate ivariation i(ROA). iIn irelation

ito ithe ioutcomes, ithe ifollowing irecommendations ifor ithis istudy iare igiven ibelow. iThe ikey

ifinancial iratios iparameters ion iproduction ishould ieffectively iand iefficiently iunderwrite

iinsured irisk iprudently iincrease ithe iretention ivalues iand icapacity ias iwell ias idecrease

ireinsurance icost itransferred. iSince iinsurance iis ia irisk imanagement itool ito idrive ithe

ieconomy, ithe iutmost idecision ipolicies ishould ibe iexercised ito imake isound icompetitiveness
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iamong iother ifinancial iinstitutions ifor ifuturistic ireputation ito ibe iascertained. iQuoted iand

igeneral iinsurance ioperators ishould iprudently ienergize itheir ireserves iand ihedge itheir ifunds

iagainst icatastrophic irisks iin iorder ito ireduce icapital iflight iof iinsurance ifunds ito icounterpart

ireinsurance icompanies. iThe iprimary iinsurers’ ireactiveness ishould ibe iimproved iin iorder ito

ireduce ilosses iand idamage ito ithe iNigerian ieconomy. i

A istudy ievaluated ithe ieffect iof iinvestments iin iICT ion ifinancial iperformance iof ilisted

iinsurance icompanies iin iNigeria169. iThe ipopulation iof ithis istudy iis imade iup iof i25 ilisted

iinsurance icompanies ion ithe iNigerian iStock iExchange ifrom iyear i2012 ito i2018. iInsurance

icompanies ithat ihave icomplete idata iset ifor ithe iperiods iof i2012-2018 iwere iselected

ipurposively ifor ithis istudy, ithe isampled iinsurance icompanies iwere i16 iin inumber. iSecondary

idata iin ithe iform iof ipanel idata iare iused ifor ithis istudy. iThe idata iare icollected ifrom ithe i16

iselected iinsurance icompanies iannual ifinancial ireports iand iaccounts. iBased ion ithe iresult iof

ithe iHausman ispecification itest, ithe istudy iadopted ithe iRandom ieffect iregression iand iit

irevealed ithat iInvestment iin iICT iHardware iand isoftware ihave isignificant ipositive ieffect ion

ifinancial iperformance iof ilisted iinsurance icompanies iin iNigeria. iThe istudy iconcludes ion ia

igeneral inote ithat iinvestment iin iICT iimproves ithe ifinancial iperformance iof ilisted iinsurance

icompanies iin iNigeria. iThe istudy itherefore, irecommends ithat ilisted iinsurance icompanies iin

iNigeria ishould ibe iproactive iin iadoption iof iICT ias iinvestments iin iICT idoes inot ierode

iprofitability.

A istudy iwas iconducted ia istudy ion ia iReview iof iLiterature ion iTakaful iand iConventional

iInsurance. iEvidence ifrom iBangladesh170. iThe istudy ireview iand idiscuss ichallenges iand

ifactors iof iTakaful iand iconventional iinsurance iin iBangladesh. iRemarkably, iseveral

ichallenges iand ifactors iare ireviewed iand idiscussed. iThe iauthors ihave ibeen iable ito ireview

imore ithan ithirty iinvestigations iover ia ieighteen iyears iperiod, ifrom i2006 ito i2023. iThe istudy

iis itheoretical iand ianalytical iin inature iand isecondary imethod ihas iapplied. iThrough ia
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iliterature ireview, ithis ipaper iprovides ian iaccount iof imain ifindings iof ithe iliterature ias iwell ias

iexamines ithe iextent ito iwhich iinsurance igives iimpact itowards ifinancial isectors iin iterms iof

ichallenges iand ifactors. iThe ifindings ireveal ithat iTakaful iindustry ifaces isome ichallenges iin

iBangladesh isuch ias ilack iof iawareness iamong icustomers, iregulatory ibarriers, iexpert iShariah

icommittees iand ioperational iinefficiencies. iWhile ifactors isuch ias ireligiosity, iShariah iboard

iand iregulatory iframework ihave iimpact ion ipromoting iTakaful iindustry iin iBangladesh. iThe

istudy iconcludes iwith iseveral irecommendations ifor ifuture iresearch, ithe imost iimportant iof

iwhich iis ithe ineed ifor ia isystematic ieffort ion iconceptual ianalysis ias iwell ias iempirical istudy

ion iTakaful iand iconventional iinsurance.

An iexploration iof ithe icurrent ipractices iand iproblems iin ithe iShariah igovernance iframework

iof iIslamic iinsurance iwas iexamined iin iBangladesh171. iThe iauthors irevealed ithat ithe

igovernance isystem iof iIslamic iinsurance icompanies iin iBangladesh iis ilargely ibased ion

ivoluntary iinitiatives iby iitself iand ithere iis ian iabsence iof ifull-fledged iShariah igovernance

iframework. iAll iIslamic iinsurance icompanies iin iBangladesh ihave itheir iown iShariah

iSupervisory iBoard iwho iperforms ithe iShariah iaudits iand ireview iactivities. iBased ion ithe

icritical ireview, ithe iauthors iprovide isome isuggestions ifor ithe iimprovement iof ithe iShariah

igovernance iframework iof iIslamic iinsurance. iTo imotivate icurrent imarket iplayers, ito iattract

iprospective iinvestors, ito iensure ithe iaccountability iand iimprove ithe iquality iof iShariah

icompliance, ithe igovernment ineeds ito idevelop ia isound iregulatory iand ilegal iregulatory

iframework ifor ithe iIslamic iinsurance iindustry iin iwhich iall istakeholders iroles iinclude iclearly.

A istudy iwas icarried iout ion igovernance imechanisms iand ithe iTakaful iinsurance iperformance:

ithe imoderating irole iof ithe ileader’s iseniority172. iThe ifull isample iincludes i21 ilisted iTakaful

icompanies idivided iinto itwo isubsamples i– i12 iinsurance iwakalah icontracts ioffered iin ithe

iSouth iEast iAsian i(SEA) icountries iand i9 iinsurance ihybrid icontracts ioffered iin ithe iGulf

iCooperation iCouncil i(GCC) icountries iover ithe iperiod iof i2012– i2018. iThe imethodology iis
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iinformed iby iBaron iand iKenny’s i(1986) imoderation iprocess iapproach. iThe iresults iof ithis

istudy iindicate ithat ithe ilarger ithe isize iof idirectors’ iboard iand ithe ihigher ithe inumber iof

ioutside idirectors, ithe igreater ithe iSEA iwakalah iTakaful iinsurance iperformance. iNondual

ifunctions iand ia ilarger isize iof iSharia iboard ialong iwith ia ihighly-concentrated iownership

istructure ihave ia ipositive ieffect ion ithe iTakaful iinsurance iperformance iin iboth ithe iSEA iand

iGCC iregions. iFurthermore, ithe ihigher ithe iSharia iboard imeetings, ithe ihigher iperformance iof

iall itypes iof iTakaful iinsurance iproviders iin ithe isample. iAs ifor ithe imoderating ieffect iof ithe

idirector’s iseniority, iit iis ifound ito inegatively imoderate ithe irelationship ibetween ithe

igovernance imechanisms iand ithe iTakaful iperformance iin iboth iregions. iThe istudy ihighlights

ithat ithe ileader’s ientrenchment istands ias ian iobstructing ifactor iimpeding ithe igovernance

imechanisms ifrom ienhancing iTakaful iperformance. iThus, iit iserves ito icontribute ito iclearly

iunderstanding ithe iappropriate igovernance imechanisms iusefully ifit ifor ia iTakaful iinsurance

ieffective iperformance, iapplying ithe iwakalah iand ihybrid icontract itypes. iSuch ia icontribution

ishould ibe iappreciated iby ithe iconcerned iregulators iengaged iin isetting iup ilimited iserving

iperiods ifor ithe idirectors iwhereby ithe iTakaful iinsurance ipractice icould ibe iefficiently

imanaged iand isupervised.

A istudy iwas iconducted ito iprovide ia isystematic ireview iof iliterature ion ithe idemand ifor

itakaful i(Islamic iinsurance) ifrom iarticles ipublished ifrom iJanuary i2009 ito iJune i2019175. iThe

ireview iaims ito isynthesise iand isegment ipreviously ipublished iresearch ito iidentify ithe igaps

iand iprovide ifuture iresearch idirection. iA isystematic ireview iof ithe iliterature iwas iconducted.

iPast iresearch iwas ianalysed, iand icontent icomparisons ibased ion iresearch ifocus, icontext iand

imethodology iwere ievaluated. iIt iwas ifound ithat inot imuch ihas ibeen iwritten iand ipublished ion

itakaful idemand iin iquality ijournals. iThe ifirst itwo iarticles iwere ipublished iin i2009, ibut iit iwas

ionly iin i2017 ithat icoverage iof ithe itopic irapidly iexpanded. iAlthough ino iarticle iwas ifound ito

ihave ibeen ipublished iin i2018 ion itakaful idemand, ithere iwas ione ipublished iarticle ion ithe
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itopic iin i2019. iThe istudy ialso ifound ithat inot imuch iattention ihas ibeen igiven ito itakaful

idemand ifrom ithe icorporate isector.

A istudy ion iassessment iof iInsurance iService iSector iwas iconducted iin iNigeria176. iBy

iconducting ia icomprehensive ireview iof iacademic ijournals ifrom ivarious idatabases, ithe istudy

iexplores iseveral isubjects irelated ito ithe iNigerian iinsurance iservice, iusing ikeywords isuch ias:

iattitudes, irisk iperception, imarketing istrategies, iregulatory ifactors, iand icustomer ibehaviour.

iThe ifindings iunderscore ithe isignificance iof ipositive iattitudes itowards iinsurance iand ithe irole

iof itrust, iconfidence, iand iawareness iin idriving ithe iadoption iof iinsurance. iSociocultural

ifactors iand ireligious ibeliefs ialso iplay ia irole iin ishaping iinsurance ipreferences, iespecially

iregarding iTakaful iservices. iEffective imarketing istrategies, ihigh-quality iservices, iand istrong

icustomer isupport iare iessential ifor iraising iawareness iabout iinsurance iand ifostering icustomer

iengagement. iThe istudy ialso ihighlights ithe ichallenges ifaced iby ithe iinsurance iindustry,

iincluding ioperational iefficiency, iregulatory ilimitations, iand imarket iexpansion. iThe ipotential

isolutions iof imicro-insurance iand ibank iassurance imodels iare iexplored ito iextend iinsurance

icoverage ito iunderserved ipopulations. iPolicymakers ican iuse ithe iinsights iprovided ito idevelop

isuitable iregulatory iframeworks ithat ipromote itrust iand iaccessibility iwithin ithe iinsurance

isector. iThe iconclusions idrawn ifrom ithis iliterature ireview ienhance iour iunderstanding iof ithe

idynamics iof ithe iinsurance iindustry iand ioffer iguidance ito ipractitioners, ipolicymakers, iand

iresearchers ito iimprove icustomer isatisfaction, iexpand imarket ireach, iand iachieve isustainable

igrowth iin ithe iindustry.

2.4 Gaps iof ithe iStudy

A istudy ion ithe ifactors idetermining iconsumers’ iacceptance iof itakaful i(Islamic iinsurance)

iwas iconducted iin iNigeria. iThe iresults ishow ithat iShariah iview, ilocality, iconsumer

iacceptance, iservice iquality, iattitude, iawareness, isubjective inorm, iand iperceived ibehavior
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icontrol iare ithe ifactors iinfluencing ithe iawareness iand iacceptance ilevel iof itakaful iin iNigeria.

iThe igap iwas ithat ithe istudy ionly imade iuse iof ia isurvey iresearch idesign iand iqualitative

iresearch iwas inot iemployed93. iA istudy ion iAwareness iand iKnowledge iof iTakaful iwas icarried

iout iin iMalaysia: iA iSurvey iof iMalaysian iConsumers. iThe ifindings ishow ithat iout iof ithe i503

irespondents, i124 ihave ino iknowledge iof iTakaful iand i45% iare inot iaware ithat iTakaful ipolicy

iholders ishare irisks imutually. iAlso, i33.2, i%, i38.8% iand i37.2% ido inot iknow ithat iTakaful iis

ifree ifrom igambling, iuncertainty, iand iinterest.70.2% irespondents, ihowever, ithink ithat

iTakaful iproducts icomply iwith iShari’ah. iThe igap iof ithe istudy iwas ithat ionly iprimary idata

iand iquestionnaire iwas iused ifor idata icollection. iThere iwas ino isecondary idata iand iqualitative

iresearch idesign4. i iA istudy ion iService iQuality iand iCustomer iSatisfaction iwas iconducted iin

iMalaysia iTakaful iIndustry. iThe istudy iwas ionly ibased ion iconceptual ireview iand ithere iwas

ino iempirical idata ianalysis iin ithe istudy94. iThe ipertinent icomponents iof isatisfaction ivariables

ithat icould ihelp ithe iTakaful iInsurance ito iidentify iand iprioritise iways ito igain icustomers iwas

iexamined iin iMalaysia.. iFindings ishow ithat ithe iperformances iof ithe itakaful ioperators iare

ifound ito ibe iinsignificant ito ithe iservice iquality. iThe igap iof ithe istudy iwas ithat ithere iwas ino

iempirical idata ianalysis95.A istudy ion iIslamic iinfluence ion icustomer isatisfaction iwas

iconducted iin iPakistan iTakaful iand iconventional iinsurance iindustry. iThe iresults iindicate ithat

ia ihigher iShari’ah iperception ipositively iaffects ithe icustomer isatisfaction iin ithe iTakaful

iindustry iwith iimproved iservice iand irelationship iquality; iwhereas, iit inegatively iaffects

icustomer isatisfaction iin icase iof ithe iconventional iinsurance. iThe igap iof ithe istudy iwas ithat

ionly iquantitative iresearch, ino imixed imethod iwas iused iin ithe istudy.96

The iimpact iof iPAKSERV imodel ion icustomers’ isatisfaction, iloyalty iand itrust iwas iexamined

iin iMalaysian iIslamic ibanks. iThe idata iwere ianalyzed ithrough iexploratory ifactor ianalysis,

iconfirmatory ifactor ianalysis iand istructural iequation imodel iemploying iAMOS i23 iand iSPSS

i23. iThe istudy ifound ipositive irelationship iof iPAKSERV idimensions iof iservice iquality,
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icustomers’ isatisfaction, icustomers’ iloyalty iand ithe imediating irole iof itrust iin ienhancing

icustomers’ iloyalty. iThe iresult iis ilimited ito iMalaysia iand icannot ibe igeneralized idue ito

ipeculair ieconomic isituations iof ievery iregion97.

A istudy ion ithe iFactors iinfluencing ithe iinvestors’ iintention ito iadopt iTakaful i(Islamic

iinsurance) iproducts iwas icarried iout iin iPakistan. iBoth iexplanatory iand idescriptive iresearch

idesigns iused ifor ithe iresearch iframework. iPrimary idata iwas icollected ithrough ithe

idistribution iof iself-administered isurvey-based iquestionnaire. iThe iresearch ifindings ireveal

ithat ifactors isuch ias irelative iadvantage, icompatibility, isocial iinfluence, iawareness iand

ireligiosity ihave ia isignificant iimpact ion ithe ibehavioral iintention iof iTakaful iamongst ia

idepicted isample iof iPakistani ipeople. iThe igap iof ithe istudy iwas ithat ionly iquantitative

iresearch, ino imixed imethod iwas iused iin ithe istudy98.

A istudy iwas icarried iout ion ithe idemand ifor ihome iand iproperty iinsurance iin iNigeria. iThe

istudy iadopted ia ipositivist iparadigm iand ia iquantitative itechnique ibased ion ithe iprimary idata

isampled ifrom i500 ilegal itenants iand ilandlords. iUsing ilogit iregression iand imaximum

ilikelihood iestimation itechnique ifor ithe iinvestigation, iit iwas ifound ithat irisk iattitude iand

iaversion iand ilow ieducation iand iliteracy ilevels iare ipositive iand isignificant ideterminants iof

ihome iand iproperty iinsurance idemand. iThe igap iwas ithat ionly iquantitative iresearch iwas iused.

iThere iwas inot iqualitative iresearch ior imized imethod.102

A istudy ion ithe ilink ibetween ithe igrowth iof iinsurance iindustry iand iits ieconomic igrowth iwas

iconducted iin iNigeria. iThe iordinary ileast isquares imethod iestimated isecondary idata ifrom

i2001 ito i2017. iFindings irevealed ithat ithe irise iof iNigeria's iinsurance iindustry iwas ia

isignificant ifactor iin ithe icountry's ieconomic iprogress. iThe igap iof ithe istudy iwas ithat ithere

iwas inot iqualitative iresearch ior imixed imethod105. iA istudy ion iemergency iof iTakaful, ian

iIslamic iinsurance imodel, ias ian ialternative ito iconventional iinsurance iwas iconducted iin
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iUganda. iThe istudy irecommends icommencement iof itakaful iand ifuture itakaful imodels ifor

isustainable igrowth iif iinsurance icompanies idecide ito ienter iinto ithe iIslamic iInsurance isystem

iin iUganda. iThe igap iwas ithat ino iempirical idata ianalysis iwas iused iin ithe istudy.107

A istudy ion ithe ieffects iof itrust imediator iand ieducation ilevel imoderator ion iadoption iof

iIslamic ibanking isystem iwas iconducted iin iTajikistan150. iThe istudy iadopted ithe iStructural

iEquation iModeling i(SEM) iapproach i(using iAMOS iversion i22.00) ito iexamine ithese

irelationships. iThe ifindings iof ithe istudy irevealed ithat irelative iadvantage iand iproduct

iknowledge iwere istatistically isignificant iin iinfluencing iperceived itrust iin iIslamic ibanks,

iwhile iperceived itrust iin iIslamic ibanks ihad ia idirectly isignificant iimpact ion ithe iadoption iof

ithe iIslamic ibanking isystem iin iTajikistan. iAlso iit ifound ithat iperceived itrust iplays ia

imediating irole ibetween iawareness iand iadoption iof ithe iIslamic ibanking isystem. iThe igap iin

ithis istudy iwas ithat ionly iquantitative iresearch idesign iwas iadopted, ifuture istudy imay iadopt ia

imixed iresearch imethod ifor ia imore irobust ioutcome.

A istudy ion ithe ifactors iaffecting iintention ito iadopt iIslamic ifinancing iwas icarried iout iin

iMorocco77. iThe istudy iaims ito iexplore ithe ideterminants iof iintention ito iadopt iIslamic

ifinancing iin imicro-business. iThe iresults ifrom ithe ipartial ileast isquares ianalysis iindicate ithat

ireligious iobligation iand iIslamic ifinancing ireputation ipositively iaffect iattitude itowards

iIslamic ifinancing. iFindings ialso ireveal ithe ipositive iand isignificant iinfluence iof isubjective

inorms, iattitude itowards iIslamic ifinancing, iand iperceived ibehavioral icontrol ion iintention ito

iadopt iIslamic ifinancing. iThe igap iin ithis istudy iwas ithat ionly iquantitative iresearch idesign

iwas iadopted, ifuture istudy imay iadopt ia imixed iresearch imethod ifor ia imore irobust ioutcome.

iA icross-sectional istudy ion ithe ideterminants iof ifamily iTakaful iplans iwas iexamined iin

iIslamabad, iLahore iand iKarachi iusing iStructural iEquation iModeling i(SEM) itechnique100.

iThe istudy ifound ithat ireligious iadherence, ireputation, iand iproduct iawareness ihad ia ipositive

iand isignificant irelationship iwith ithe ifamily iTakaful idemand. iWhile, ithe irelationship
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ibetween imarketing iand iadvertising ihad iinsignificant irelationship iwith ithe ifamily iTakaful

idemand. iThe igap iin ithis istudy iwas ithat ionly iquantitative iresearch idesign iwas iadopted,

ifuture istudy imay iadopt ia imixed iresearch imethod ifor ia imore irobust ioutcome.
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Chapter Three

Methodology

This chapter focuses on research methodology which consists of research design, population of

the study, sampling methods, research instruments, validation of instruments, reliability of

instruments and administration of research instruments for data collection.

3.1 Research Design

A research design is the set of methods and procedures used in collecting and analyzing

measures of the variables specified in the problem research. The design of a study defines the

study type (descriptive, correlation, semi-experimental, experimental, review, meta-analytic)

and sub-type (e.g., descriptive-longitudinal case study), research problem, hypotheses,

independent and dependent variables, experimental design, and, if applicable, data collection

methods and a statistical analysis plan. Research design known as the overall strategy utilized

to carry out research that defines a succinct and logical plan to tackle established research
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question(s) through the collection, interpretation, analysis, and discussion of data.1 The nature

of research of this study is quantitative research.

Quantitative research is the systematic empirical investigation of observable phenomena via

statistical, mathematical, or computational techniques. The objective of quantitative research is

to develop and employ mathematical models, theories, and hypotheses pertaining to

phenomena.

This study made use of an Ex-post facto research design. Survey research is defined as

"the collection of information from a sample of individuals through their responses to

questions" 2. A survey is a research method used for collecting data from a predefined group of

respondents to gain information and insights into various topics of interest. The data is usually

obtained through the use of standardized procedures to ensure that each respondent can answer

the questions at a level playing field to avoid biased opinions that could influence the outcome

of the research or study. The process involves asking people for information through a

questionnaire, which can be either online or offline.

3.2 Population of the Study

The population of this study consist of customers of NOOR Takaful Insurance company, Lagos.

Noor Takaful was duly licensed by NAICOM in April 2016 as the first full-fledged composite

takaful-insurance operator in Nigeria with 100% indigenous Nigerian shareholding with over

50,000 customer base.

3.3 Sample and Sampling Techniques

The Sampling Technique used in this study was a convenience sampling method. This is a non-

probability sampling method where units are selected for inclusion in the sample because they

are the easiest for the researcher to access. This can be due to geographical proximity,

availability at a given time, or willingness to participate in the research.
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Since it is practically impossible for the researcher to sample the entire customers of the

insurance company, the Taro Yamane formula which is given as follows was used determine

the sample size:

n = �
(1+��2 )

where:

n = number of samples

N = total population

e = error margin / margin of error

N= 50,000

e = 0.05

e2 = 0.0025

1 + ��2 = 126

�
(1+��2 )

= 50000/126 = 396.8

n = 396.8 ≈ 400

Therefore a sample size of 400 customers were selected for this study.

3.4. Pilot Study

A pre-test of the questionnaire was carried out in order to assess the relevance and appropriate

comprehension of the study topics. The questionnaire was reviewed by the researcher's

supervisor as well as marketing specialists. It was proposed that the pilot research sample

should be 10% of the sample size expected for the study population4. This was also consistent

with a scholar 5 position on ten (10) per cent of the study population. The pilot study was

deemed required in order to establish the willingness of the respondents, to anticipate their
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reactions, and to determine the reliability of the questionnaire when utilized in the study's

population.

3.5 Description of the Instrument

Primary was used in this study and the data collection instrument used in gathering information

for this research study is a questionnaire. The questionnaire is categorized into five (5) sections,

the first section contains questions on the demography of the respondents such as gender, age,

educational qualification, religion etc.

Section two contains information on the “awareness of Takaful services on investors and

customers Takaful services adoption with rating scale of 5 likert scale of strongly disagree =5,

Disagree = 4, Undecided =3, Agree =2 and Strongly Agree =1. The section three contains

information on effect of investors satisfaction (Service Quality (SQ) and Relationship Quality

(RQ)) on their switching intentions from conventional to Takaful insurance with rating scale of

5 likert scale of strongly disagree =5, Disagree = 4, Undecided =3, Agree =2 and Strongly

Agree =1 , section four contains information on “the impact of Investment decisions on

performance of Islamic insurance industry with rating scale of 5 likert scale of strongly

disagree =5, Disagree = 4, Undecided =3, Agree =2 and Strongly Agree =1 while section five

contains information on the effect of public trust and confidence reposed upon the Takaful

operators on the Takaful services consumption.

3.5 Validity of the Instrument

The validity of the measuring instrument (questionnaire) essentially measures the characteristic

of what one actually sets out to measure2. The research instrument was validated by the

researcher’s supervisor for content consistency and in the context of research objectives before

the questionnaire was administered to all chosen respondents for the study. Steps were taken

prior to the actual distribution of questionnaires to respondents to ensure that the scale items
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appropriately covered the region of the construct. Copies of this questionnaire were distributed

to academic people as well as professionals for validation. This was done to collect their

general views and necessary suggestions on the question's suitability and sequence.

3.7 Reliability of the Instrument

Reliability refers “to the extent to which the data collection techniques or analysis procedures

provide accurate findings”. Therefore, prior proceeding to the next stage that is data analysis, it

is important to ensure the reliability of the survey questionnaire. Thus, for this purpose,

Cronbach’s alpha coefficient was used to determine if the respondents were consistent in their

answers. The researcher will subject the questionnaire to test reliability. Cronbach alpha

coefficient will be used to determine the reliability statistics. A cronbach alpha coefficient

of >0.7 score for questionnaire item is known to be reliable3.

Table 3.1: Reliability Test Results

S/N Variables Cronbach’s Alpha Composite
Reliability

1 Awareness 7 0.777

2 Service Quality 5 0.781

3 Relationship Quality 5 0.769

4 Investment decision 5 0.778

5 Confidence 5 0.773

6 Public Trust 5 0.776

7 Growth 5 0.767

8 Satisfaction 5 0.784

9 Market Value 5 0.787

10 Religion 5 0.776
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11 Performance 5 0.774

Source: Field Pilot Survey, 2024

The result of the pre-test showed that the scales were considered reliable (Cronbach’s α > 0.70

= 0.780).

3.7 Method of Data Collection

The study made use of primary data using the questionnaire as instrument for data collection.

Data were collected by administering a structured questionnaire to Four hundred (400)

customers selected for this study. The copies of the questionnaire were administered by trained

research assistants for the administration and retrieval of instruments. The research assistants

employed were trained for 5-days on the modalities for questionnaire distribution, retrieval and

the purpose of carrying out the research in line with ethical standards.

3.8 Method of Data Analysis

Data analysis was done after the data gathered are coded and managed using the Statistical

Package for Social Sciences (SPSS). Data analysis was done using Inferential and Descriptive

statistics. The descriptive statistics was used because it involves simple percentages,

frequencies, which usually indicate the composition of respondents in the population with

specific responses to the given questions in the questionnaires administered. The descriptive

was used for demographic characteristics of the respondents while hypotheses were tested

using Multiple Regression Analysis.



162

Endnotes

1. N. Showkat & H. Parveen. In-depth Interview, 2017

2. Saunders, M. Lewis, P. & Thornhill. A Research Methods For Business Students, Fifth

Edition, Pearson Education Limited, 2009

3. J. Hair, C.L. Hollingsworth, A.B. Randolph & A.Y.L. Chong. An updated and

expanded assessment of PLS-SEM in information systems research. Industrial

Management & Data Systems, 117(3), 442-458. https://doi.org/10.1108/IMDS-04-

2016- 0130

(2017)



163

Chapter Four

Results and Discussion of Findings

This chapter is on data analysis, presentation of results and discussion of findings. This study

is on investment decisions and performance of Islamic insurance industry in Nigeria; a case

study of Noor Takaful Insurance limited Nigeria.

For the analysis, the demographic characteristics of respondents were done using descriptive

statistics using Frequency tables, percentage, mean and standard deviation. The hypotheses

were tested using inferential statistics such as Multiple Regression Analysis.

Information regarding respondents’ demographic, response to each research question and test

of hypotheses are presented in this chapter. The last section presents discussion based on the

findings in this study.

4.1 Demographic Characteristics of Respondents

Table 4.1: Gender of Respondents

Gender of Respondents Frequency Percent

Male 231 57.8

Female 169 42.2

Total 400 100.0

Source: Field work, 2024

Table 4.1 shows that 231 (57.8) of the respondents are male while 169 (42.2%) are female

which implies that majority of the respondents are female.
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Table 4.2: Age of Respondents

Age of Respondents Frequency Percent

Less than 25 years 46 11.5

26-35 years 154 38.5

36-45 years 123 30.8

46-55 years 77 19.3

Total 400 100.0

Source: Field work, 2024

Table 4.2 shows that 154 (38.5%) of the respondents are within the age group of 26-35 years,

123 (30.8%) of the respondents are within 36-45 years, 77 (19.3%) while 46 (11.5%) are less

than 25 years. This implies that majority of the respondents are within 36-45 years.

Table 4.3: Educational Qualification of Respondents

Educational Qualification Frequency Percent

SSCE 27 6.8

OND/NCE 159 39.8

BSC/HND 167 41.8

Postgraduate 47 11.6

Total 400 100.0

Source: Field work, 2024
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Table 4.3 shows that 167 (41.8%) of the respondents have BSC/HND certificate, 159 (39.8%)

of the respondents have NCE/OND, 47 (11.6%) have Postgraduate educational qualification

while 27 (6.8%) have SSCE. This implies that majority of the respondents have First degree.

Table 4.4: Religion of Respondents

Religion Frequency Percent

Christianity 68 17.0

Islam 332 83.0

Total 400 100.0

Source: Field work, 2024

Table 4.4 shows that 332 (83.0%) of the respondents are Muslims while 68 (17.0%) were

Christians. This implies that majority of the respondents were Muslims.

Table 4.5: Occupation of Respondents
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Occupation Frequency Percent

Civil servants 88 22.0

Traders 78 19.5

Business 144 36.0

Artisan 76 19.0

Unemployed 14 3.5

Total 400 100.0

Source: Field work, 2024

Table 4.5 shows that 144 (36.0%) of the respondents are business men/women, 88 (22.0%)

were civil servants, 78 (19.5%) are traders, 76 (19.0%) are artisans while 14 (3.5%) were

unemployed. This implies that majority of the respondents were business men/women.

Table 4.6: Monthly Income

Monthly Income (Naira) Frequency Percent

Less than 50,000 46 11.9

51,000-100,000 238 61.7

101,000-150,000 64 16.6

151,000-200,000 31 8.0

Above 200,000 7 1.8
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Total 386 100.0

Source: Field work, 2024

Table 4.6 shows the monthly income of the respondents. It revealed that 238 (61.7%) of the

respondents earn 51,000-100,000 naira monthly, 64 (16.6%) earn 101,000-150,000 naira

monthly, 46 (11.9%) earn less than 50,000 naira monthly, 31 (8.0%) earn 151,000-200,000

naira monthly while 7 (1.8%) earn more than 200,000 naira monthly. This implies that majority

of the respondents earn 51,000-100,000 naira monthly.

Research Questions

RQ1: To what extent has building public awareness of Takaful services has significantly

affected investors and customers Takaful services adoption?

Table 4.7: Have you heard of Takaful services before?

Have you heard of Takaful services before? Frequency Percent

Yes 284 71.0

No 116 29.0

Total 400 100.0
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Table 4.7 shows that 284 (71.0%) of the respondents claimed that they have heard of Takaful

before while 116 (29.0%) of the respondents claimed that they have not heard of it before.

Table 4.8: Have you ever seen or heard any advertisements or campaigns related to

Takaful services?

Have you ever seen or heard any advertisements or

campaigns related to Takaful services?

Frequency Percent

Yes 281 70.3

No 119 29.7

Total 400 100.0

Table 4.8 shows that 281 (70.3%) of the respondents claimed that they have ever seen or heard

any advertisements or campaigns related to Takaful services while 119 (29.7%) claimed to

have not.

Table 4.9: How did you first hear about Takaful services?

How did you first hear about Takaful services? Frequency Percent

Social Media 24 8.5
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Radio 96 33.8

Employees of Noor Company 105 37.0

Friends/Families 48 16.9

Financial Institutions 11 3.8

Total 284 100.0

Table 4.9 shows that 105 (70.3%) of the respondents claimed that they first heard about

Takaful from the employees of Noor Company, 96 (33.8%) first heard about Takaful from the

radio, 48 (16.9%) first heard about Takaful from Friends/Families, 24 (8.5%) first heard about

Takaful from Social media while 11 (3.8%) first heard about Takaful from financial institutions.

This implies that majority of the respondents first heard about Takaful from employees of Noor

company and radio.

Table 4.10: Did these advertisements or campaigns influence your perception of Takaful

services?

Did these advertisements or campaigns influence your

perception of Takaful services?

Frequency Percent

Yes 267 94.0

No 17 6.0

Total 284 100.0
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Table 4.10 shows that 267 (94.0%) of the respondents claimed that advertisements/campaigns

influenced their perception of Takaful services while 17 (6.0%) claimed that

advertisements/campaigns did not influenced their perception.

Table 4.11: Are you currently a Takaful investor or customer?

Are you currently a Takaful investor or customer? Frequency Percent

Yes 243 60.8

No 157 39.2

Total 400 100.0

Table 4.11 shows that 243 (60.8%) of the respondents are Takaful investors/customers while

157 (39.2%) are not Takaful investors/customers. This implies that majority of the respondents

are Takaful investors/customers.

Table 4.12: If you are a Takaful investor or customer, what factors influenced your

decision to adopt Takaful services?

If you are a Takaful investor or customer, what factors

influenced your decision to adopt Takaful services?

Frequency Percent

Television 24 8.5

Radio 96 33.8

Internet/Social Media 105 37.0

Friends/Families 48 16.9
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Financial Institutions 11 3.8

Total 284 100.0

Table 4.12 shows that 105 (70.3%) of the respondents claimed that they first heard about

Takaful from the Internet/Social Media, 96 (33.8%) first heard about Takaful from the radio, 48

(16.9%) first heard about Takaful from Friends/Families, 24 (8.5%) first heard about Takaful

from Television while 11 (3.8%) first heard about Takaful from financial institutions. This

implies that majority of the respondents first heard about Takaful from Internet/Social Media.

Table 4.13: If you are a Takaful investor or customer, what factors influenced your

decision to adopt Takaful services?

If you are a Takaful investor or customer, what factors

influenced your decision to adopt Takaful services?

Frequency Percent

Awareness and education campaigns 89 36.6

Trust in Takaful providers 21 8.6

Competitive pricing 12 4.9

Tailored products and services 47 19.4

Recommendations from others 74 30.5

Total 243 100.0

Table 4.13 shows that 89 (36.6%) of the respondents claimed that awareness and education

campaigns is one of the factors that influenced their decision to adopt Takaful services, 74

(30.5%) of the respondents claimed that recommendations from others is one of the factors that

influenced their decision to adopt Takaful services, 47 (19.4%) of the respondents claimed that

tailored products and services is one of the factors that influenced their decision to adopt
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Takaful services, 21 (8.6%) of the respondents claimed that trust in Takaful providers is one of

the factors that influenced their decision to adopt Takaful services while 12 (4.9%) of the

respondents claimed that competitive pricing is one of the factors that influenced their decision

to adopt Takaful services.

Research Question Two:

Do investors satisfaction (Service Quality (SQ) and Relationship Quality (RQ)) affect

their switching intentions from conventional to Takaful insurance?

Tables 4.14: Summary of multiple regression analysis for Impact of Service Quality (SQ)
and Relationship Quality (RQ)) on switching intentions from conventional to Takaful
insurance

Coefficients Unstandardized
Beta

t F Sig R R2 Sig

Service Quality 0.583 24.244 0.000

Relationship Quality 0.213 4.814 386.924 .000b 0.813 0.661 0.000

Dependent Variable: Switching Intentions
Predictors: Service quality, Relationship quality
Source: Researcher’s Result via SPSS Version 25.0 (2024)

The result of research question two was tested using Multiple Regression Analysis. It shows

that service quality and relationship quality jointly significantly influenced switching intentions

of customers from conventional to Takaful insurance [(R2 = .661; F (2,399) = 386.924; p

< .05)]. This infers that service quality and relationship quality jointly accounted for about

66.1% of the variance observable in switching intentions of customers while the remaining

33.9% variation in switching intentions of customers is explained by other exogenous variable

different from service quality and relationship quality is considered in this study and the effect

is statistically significant at 95% confidence interval.
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In addition, the result of the coefficients of multiple determination for the model shows that the

independent contribution of service quality and relationship quality were positively significant

( = .583; t = 24.244; p< .000) and ( = .213; t = 4.814; p< .000). Therefore, the significant

impact of service quality and relationship quality on switching intentions of customers from

conventional to Takaful insurance was accepted at .05 level of significance.

Research Question Three:

What is the impact of Investment decisions on performance of Islamic insurance industry

in Nigeria?

Tables 4.15: Summary of regression analysis for impact of Investment decisions on
performance of Islamic insurance industry in Nigeria

Coefficients Unstandardized
Beta

t F Sig R R2 Sig

Investment decision 0.339 5.108 26.095 .000b 0.248 0.062 0.000

Dependent Variable: Performance
Predictors: Investment decision
Source: Researcher’s Result via SPSS Version 25.0 (2024)

The result of research question three was tested using Regression Analysis. It shows that

investment decision significantly influenced performance of Islamic insurance industry in

Nigeria [(R2 = .062; F (1,399) = 26.095; p < .05)]. This infers that investment decision

accounted for about 6.2% of the variance observable in performance of Islamic insurance

industry in Nigeria while the remaining 93.8% variation in performance of Islamic insurance

industry in Nigeria is explained by other exogenous variable different from investment decision

is considered in this study and the effect is statistically significant at 95% confidence interval.

In addition, the result of the coefficients of multiple determination for the model shows that the

independent contribution of investment decision were positively significant ( = .339; t = 5.108;
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p< .000). Therefore, the significant impact of investment decision on performance of Islamic

insurance industry in Nigeria was accepted at .05 level of significance.

Research Question Four:

To what extent is the effect of public trust and confidence reposed on performance of

Islamic insurance industry in Nigeria?

Tables 4.16: Summary of multiple regression analysis for Impact of Public trust and
confidence on performance of Islamic insurance industry in Nigeria

Coefficients Unstandardized
Beta

t F Sig R R2 Sig

Public trust 1.990 4.636 0.000

Confidence 1.487 3.405 26.931 .000b 0.346 0.119 0.000

Dependent Variable: Performance
Predictors: Public trust, Confidence
Source: Researcher’s Result via SPSS Version 25.0 (2024)

The result of research question four was tested using Multiple Regression Analysis. It shows

that Public trust and confidence jointly significantly influenced performance of Islamic

insurance industry in Nigeria [(R2 = .119; F (2,399) = 26.931; p < .05)]. This infers that Public

trust and confidence jointly accounted for about 11.9% of the variance observable in

performance of Islamic insurance industry in Nigeria while the remaining 88.1% variation in

performance of Islamic insurance industry in Nigeria is explained by other exogenous variable

different from Public trust and confidence is considered in this study and the effect is

statistically significant at 95% confidence interval.

In addition, the result of the coefficients of multiple determination for the model shows that the

independent contribution of Public trust and confidence were positively significant ( = 1.990; t
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= 4.636; p< .000) and ( = 1.487; t = 3.405; p< .000). Therefore, the significant impact of

Public trust and confidence on performance of Islamic insurance industry in Nigeria was

accepted at .05 level of significance.

Hypotheses

Hypothesis One

H01: Public awareness of Takaful services has no significant effect on the growth of Islamic

insurance companies

Tables 4.17: Summary of regression analysis on the significant effect of public awareness

of Takaful services on growth of Islamic insurance companies

Coefficients Unstandardized
Beta

t F Sig R R2 Sig

Public awareness 0.105 3.443 11.855 .000b 0.170 0.029 0.000

Dependent Variable: Growth of Islamic Insurance
Predictors: Public awareness
Source: Researcher’s Result via SPSS Version 25.0 (2024)

The result of hypothesis one was tested using Regression Analysis. It shows that public

awareness significantly influenced growth of Islamic Insurance companies [(R2 = .029; F
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(1,399) = 11.855; p < .05)]. This infers that public awareness accounted for about 2.9% of the

variance observable in growth of Islamic Insurance companies while the remaining 97.1%

variation in growth of Islamic Insurance companies is explained by other exogenous variable

different from public awareness is considered in this study and the effect is statistically

significant at 95% confidence interval.

In addition, the result of the coefficients of multiple determination for the model shows that the

independent contribution of public awareness were positively significant ( = .105; t = 3.443;

p< .000). Therefore, the significant impact of public awareness on growth of Islamic Insurance

companies was accepted at .05 level of significance.

Hypothesis Two

H02: Investors satisfaction and relationship quality has no significant impact on

Performance of Islamic Insurance companies

Tables 4.18: Summary of multiple regression analysis for impact of investors satisfaction

and relationship quality on Performance of Islamic Insurance companies

Coefficients Unstandardized
Beta

t F Sig R R2 Sig

Satisfaction .100 3.372 0.000

Relationship quality .183 4.648 18.242 .000b 0.290 0.084 0.000

Dependent Variable: Performance
Predictors: Satisfaction, Relationship quality
Source: Researcher’s Result via SPSS Version 25.0 (2024)
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The result of hypothesis two was tested using Multiple Regression Analysis. It shows that

Investors’ satisfaction and relationship quality jointly significantly influenced performance of

Islamic insurance companies [(R2 = .084; F (2,399) = 18.242; p < .05)]. This infers that

Investors’ satisfaction and relationship quality jointly accounted for about 8.4% of the variance

observable in performance of Islamic insurance companies while the remaining 91.6%

variation in performance of Islamic insurance companies is explained by other exogenous

variable different from investors’ satisfaction and relationship quality is considered in this

study and the effect is statistically significant at 95% confidence interval.

In addition, the result of the coefficients of multiple determination for the model shows that the

independent contribution of investors’ satisfaction and relationship quality were positively

significant ( = .100; t = 3.372; p< .000) and ( = .183; t = 4.648; p< .000). Therefore, the

significant impact of investors’ satisfaction and relationship quality on performance of Islamic

insurance companies was accepted at .05 level of significance.
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Hypothesis Three

H03: Investment decisions does not significantly impact market value of Islamic Insurance

companies

Tables 4.17: Summary of regression analysis on the significant effect of investment

decisions on market value of Islamic insurance companies

Coefficients Unstandardized
Beta

t F Sig R R2 Sig

Religion 0.179 4.329 18.743 .000b 0.212 0.045 0.000

Dependent Variable: Market value
Predictors: Investment decisions
Source: Researcher’s Result via SPSS Version 25.0 (2024)

The result of hypothesis three was tested using Regression Analysis. It shows that investment

decisions significantly influenced market value of Islamic Insurance companies [(R2 = .045; F

(1,399) = 18.743; p < .05)]. This infers that investment decisions accounted for about 4.5% of
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the variance observable in market value of Islamic Insurance companies while the remaining

95.5% variation in market value of Islamic Insurance companies is explained by other

exogenous variable different from investment decision is considered in this study and the effect

is statistically significant at 95% confidence interval.

In addition, the result of the coefficients of multiple determination for the model shows that the

independent contribution of investment decision was positively significant ( = .179; t = 4.329;

p< .000). Therefore, the significant impact of investment decision on market value of Islamic

Insurance companies was accepted at .05 level of significance.

Hypothesis Four:

H04: Religion has no significant moderating effect on the interaction between investment

decision and performance of Islamic Insurance companies

To test the null hypothesis four, Partial Least Square-Structural Equation Modelling (PLS-SEM)

was adopted using the SmartPLS statistical platform version 3.3.3. The independent variable is

investment decision, the moderating variable is religion and performance of Islamic Insurance

companies constitutes the dependent variable. Data from four hundred (400) respondents were

collated for the analysis. The result of the PLS-SEM is presented in table 4.18.

Tables 4.18: Summary of moderated analysis for moderating effect of religion on the
interaction between investment decision and performance of Islamic Insurance using
PLS-SEM

PathDescription Original sample (o)

Unstandardized
Beta

Sample
Mean

Standard
Deviation

T Sig. Q2

Religion → Performance of
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Islamic Insurance 0.508 0.524 0.079 6.341 0.000

Investment decision →
Performance of Islamic
Insurance 0.481 0.514 0.080 5.403 0.000 0.503

Moderating Effect →
Performance of Islamic
Insurance 0.064 0.069 0.043 2.104 0.031

Dependent Variable: Performance of Islamic Insurance,

Predictors: Investment decision;

Moderating Variable: Religion.

Source: Researcher’s Result via SmartPLS Version 3.33 (2024)

Table 4.18 presents the results of PLS-SEM analysis for the moderating effect of religion on

the interaction between investment decision and performance of Islamic insurance companies

in Nigeria. To establish the moderating effect in a PLS-SEM warrants the creation of a new

variable termed investment decision*religion. This interaction term’s influence is examined on

the dependent variable (performance of Islamic insurance) and a significant moderating effect

is established if the coefficient of interaction term has a p value less than 0.05. It is noteworthy

that in a moderation PLS-SEM analysis, emphasis is on the moderating path result and with

less attention to Adj R2 or the R2 coefficient found in SPSS output for moderation analysis.

Based on the result, a significant moderating effect of religion on the interaction between

investment decision and performance of Islamic Insurance was established with p-value =

0.031 which is less than 0.05 with β = 0.064. This implies that moderating effect of religion on

the interaction between investment decision and performance of Islamic Insurance was

statistically significant.
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4.2 Discussion of Findings

This study is on investment decisions and performance of Islamic insurance industry in Nigeria;

a case study of Noor Takaful Insurance limited Nigeria. A total number of 400 respondents

were selected using the convenience sampling technique. The demographic characteristics of

the respondents showed that majority of the respondents were male within the age group of 26-

45 years and several of them were First degree holders (Bachelors degree/HND). In addition,

majority of the respondents were Muslims and business men/women.

4.2.1 Awareness of Takaful

The findings showed that majority of the respondents claimed that they have heard of Takaful

before, many of them also claimed they have ever seen or heard any advertisements or

campaigns related to Takaful services and many of the respondents claimed they first heard
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about Takaful from employees of Noor company and radio. This implies that the awareness

level of Takaful among the respondents was high. This finding supports a study on

determinants of clients' intention to adopt Takaful services that was carried out in Gombe

State.1 The study's finding was that the attitude towards purpose beta (at β= 0.473) was greater

than the beta of the remaining constructs in the model which indicates that the degree of

positive understanding and perception has a greater effect on changing consumer attitudes

towards behavioral intentions. This finding did not support the finding of a study on the Level

of Acceptance and Awareness of Takaful that was conducted in Nigeria.2 The result showed

that Shariah view, locality, consumer acceptance, service quality, attitude, awareness,

subjective norm, and perceived behavior control are the factors influencing the awareness and

acceptance level of takaful in Nigeria. The implication of this study is that the majority of

respondents do not possess sufficient information to differentiate between conventional and

Islamic insurance.

4.2.2 Effect of Investors Satisfaction (Service Quality (SQ) and Relationship Quality

(RQ)) on the Performance of Islamic Insurance Industry

The result showed that service quality and relationship quality jointly significantly influenced

switching intentions of customers from conventional to Takaful insurance [(R2 = .661; F (2,399)

= 386.924; p < .05)] accounting for about 66.1% of the variance observable in switching

intentions of customers. The independent contribution of service quality and relationship

quality were positively significant ( = .583; t = 24.244; p< .000) and ( = .213; t = 4.814;

p< .000). This finding supports a study on the impact of Service Quality on Customer

Satisfaction and Firm Performance was conducted in Nepalese Life Insurance Companies.3 The

finding reported that reliability, responsiveness, assurance, empathy, and tangibles have a

positive and significant impact on customer satisfaction and firm performance. It is also found
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that responsiveness shows the highest positive correlation with customer satisfaction and

performance in terms of ROA. The finding also support the study on service quality

management practices, industry competition and performance of Insurance companies

conducted in Kenya.4 It reported a statistically significant relationship between service quality

management practices and performance of insurance companies in Kenya. The finding was also

in line with a study on the impact of Customer Relationship Management on Performance of

Insurance providers was conducted in Pakistan.5 It reported that customer relationship

management has a positive impact on the organization's performance, with employee

performance and customer handling mediating the relationship of CRM and organization

performance.

4.2.3 The Impact of Investment Decisions on Performance of Islamic Insurance Industry

in Nigeria

The result of research question three showed that investment decision significantly influenced

performance of Islamic insurance industry in Nigeria [(R2 = .062; F (1,399) = 26.095; p < .05)]

accounting for about 6.2% of the variance observable in performance of Islamic insurance

industry in Nigeria. The independent contribution of investment decision were positively

significant (  = .339; t = 5.108; p< .000). Therefore, the significant impact of investment

decision on performance of Islamic insurance industry in Nigeria was accepted at .05 level of

significance. The finding agrees with the study on the Impact of Investment Decision on Firm

Financial Performance Moderated by Economic Policy Uncertainty: Evidence from the Non-

Financial Sector in Pakistan.7 It reported that investment in working capital shows a positive

and statistically significant influence on ROA and investment in intangible assets and financial

leverage has a positive impact on firm market performance. The finding supports a study on

the drivers of insurance sector growth and the economy in Nigeria.8 The empirical results

indicate that insurance investment have a significant impact on the overall growth and
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development of the Nigerian economy and the total insurance transaction does have a

significant impact on the overall growth and development of the Nigerian economy.

The finding did not supports the study on Institutional Efficiency and Financial Performance of

Insurance Companies was carried out in Nigeria.6 It reported that The findings displayed that

claims processing efficiency (β =0.185, p > 0.05) had positive but no significant effect with net

profit margin, risk management effectiveness rate (β =105.910, p > 0.05) is positive but not

significantly influencing in net profit margin, regulatory compliance also have negative but

does not significantly impact net profit margin of the selected insurance companies in Nigeria

at 1% level (β =-12.504, p > 0.05).

4.2.4 The Effect of Public Trust and Confidence on Performance of Islamic Insurance

Industry in Nigeria

The result of research question four showed that Public trust and confidence jointly

significantly influenced performance of Islamic insurance industry in Nigeria [(R2 = .119; F

(2,399) = 26.931; p < .05)] accounting for about 11.9% of the variance observable in

performance of Islamic insurance industry in Nigeria. The independent contribution of Public

trust and confidence were positively significant ( = 1.990; t = 4.636; p< .000) and ( = 1.487;

t = 3.405; p< .000). This finding supports the study on determinants of Takaful adoptions

mediating perceived trust in case of Somalia.9 It reported that relative advantage, compatibility,

culture has positively and significantly influence on adoption of Takaful with mediating

perceived trust. The finding also support a study on the effects of Trust on Policyholders ’

Purchase Intentions in an Online Insurance Platform.9 The results show that two dimensions of

trust belief, ability and integrity, can significantly affect policyholders’ purchase intentions and

reputation, system quality, cooperation, financial risk and benefit serve as crucial antecedent

factors that affect policyholders’ trust beliefs. The finding of this study also agrees with the
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study on the importance of trust factor in the intentions to purchase Islamic insurance (Takaful)

in Indonesia.10 The result showed that trust significantly affected purchase intention regarding

Islamic insurance. Also, trust was significantly influenced by awareness, religiosity and

subjective norm.

4.2.5 Moderating effect of Religion on the interaction between investment decision and

performance of Islamic Insurance companies

The finding showed that a significant moderating effect of religion on the interaction between

investment decision and performance of Islamic Insurance was established with p-value =

0.031 which is less than 0.05 with β = 0.064 which implies that moderating effect of religion on

the interaction between investment decision and performance of Islamic Insurance was

statistically significant. This finding supports the study on the determinants of patronage of

motor vehicle Takaful by members of National Association of Road Transport Owners

(NARTOPTD) in Kano State Nigeria.11 It reported that religiosity significantly affect patronage

of motor vehicle Takaful by members. The finding also agrees with a study on the factors

Influence Intention to Opt for Islamic Investment Schemes among Market Players was

conducted in Malaysia.12 It reported that that religiosity and subjective norms appeared to be

the significant factors affecting intention to choose Islamic investment schemes in Malaysia

Islamic capital markets.
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Chapter Five

Summary, Conclusion and Recommendations

This chapter is on summary, conclusion and recommendation of the study. This study

investigates Investment Decisions and performance of Islamic insurance industry in Nigeria; a

case study of Noor Takaful Insurance Limited Nigeria. A total number of 400 respondents were

selected for this study.

5.1 Summary of Findings
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i. The level of awareness of Takaful insurance among the respondents was high.

ii. Majority of the respondents claimed they first heard about Takaful insurance from

employees of Noor company and radio.

iii. Service quality and relationship quality jointly significantly influenced switching

intentions of customers from conventional to Takaful insurance.

iv. The independent contribution of service quality and relationship quality were positively

significant to switching intentions of customers from conventional to Takaful insurance

( = .583; t = 24.244; p< .000) and ( = .213; t = 4.814; p< .000).

v. Investment decision significantly influenced performance of Islamic insurance industry

in Nigeria.

vi. The independent contribution of investment decision was positively significant to the

performance of Islamic insurance industry in Nigeria ( = .339; t = 5.108; p< .000).

vii. Public trust and confidence jointly significantly influenced performance of Islamic

insurance industry in Nigeria.

viii. The independent contribution of Public trust and confidence were positively significant

to performance of Islamic insurance industry in Nigeria ( = 1.990; t = 4.636; p< .000)

and ( = 1.487; t = 3.405; p< .000).

ix. The moderating effect of religion on the interaction between investment decision and

performance of Islamic Insurance was statistically significant with p-value = 0.031

which is less than 0.05 with β = 0.064.

5.2 Conclusion

The findings of this study revealed that Investment decision of customers significantly

influenced performance of Islamic insurance industry in Nigeria. The study found that

investment decisions in the Islamic insurance (Takaful) industry in Nigeria are influenced by
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various factors, including regulatory frameworks, religion and the ethical guidelines of Islamic

finance. Religion is one of the major factor influencing investment decisions in the Islamic

insurance (Takaful) industry in Nigeria. This was established in the study as there was a

significant moderating effect of religion on the interaction between investment decision and

performance of Islamic Insurance implying that moderating effect of religion on the interaction

between investment decision and performance of Islamic Insurance was statistically significant.

Investment choices address the allocation and usage of resources and funds in order to

maximize future returns. The decision to make an investment is dependent on the investor's aim,

ability to finance the investment, and how to fund the investment. A good investment choice is

founded on the information that firms give to current and future shareholders. As a result,

excellent information is critical to the successful expansion of capital markets and the

productive deployment of economic resources.

Furthermore, it was revealed that public trust and confidence jointly significantly influenced

performance of Islamic insurance industry in Nigeria. Public trust plays a critical role in

influencing investment decisions, particularly in the context of government initiatives, public

projects, and financial institutions. Public trust is essential for maintaining investor confidence

in financial markets and institutions. Investors are more likely to commit funds when they

believe that the financial system is fair, transparent, and devoid of fraudulent activities.

Government policies that promote transparency and accountability can bolster this confidence.

Investors prefer to invest in environments where policies are consistent and not subject to

abrupt changes. Trustworthy institutions are more likely to provide this stability, attracting

long-term investments. A high level of public trust can foster economic growth. When people

have confidence in the government's management of fiscal and monetary policies, they are

more likely to invest in businesses, real estate, and other economic activities that contribute to
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growth. Transparent communication of financial data, investment strategies, and risk

management practices is vital for maintaining public trust.

In addition, service quality and relationship quality jointly significantly influenced switching

intentions of customers from conventional to Takaful insurance. Service quality is crucial

because it directly influences customer satisfaction, loyalty, and ultimately, the success of

businesses and organizations. Effective communication is crucial for building and maintaining

relationship quality. Open and honest communication fosters understanding, reduces

misunderstandings, and facilitates problem-solving. The perception of fairness and equity in a

relationship contributes to its quality. When individuals feel that contributions and benefits are

balanced, their relationship quality tends to be higher. The ability to handle disagreements and

conflicts constructively is essential for relationship quality. Effective conflict resolution

prevents negative experiences from overshadowing positive aspects.

5.3 Recommendations

i. There is need to develop robust regulations specifically tailored to the Islamic insurance

sector, ensuring they support Shariah-compliant investments and operations.

ii. There is need to offer continuous training and development programs for Shariah

scholars and investment managers to keep them updated on best practices and emerging

trends in Islamic finance.

iii. There is need to invest in training programs for investment managers and other key

personnel to enhance their understanding of Islamic finance principles and their

application in the insurance industry.

iv. There is need to increase awareness and understanding of Islamic insurance products

among consumers and stakeholders through targeted marketing and educational

campaigns.
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v. There is need to regularly benchmark the performance of Islamic insurance companies

against industry standards and best practices to identify areas for improvement.

vi. There is need to integrate financial technology (Fintech) solutions to streamline

investment processes, enhance operational efficiency, and improve decision-making.

vii. There is need to maintain high standards of transparency and accountability in all

investment activities to build trust among stakeholders and policyholders.

viii. There is need to foster collaboration between Islamic insurance companies, financial

institutions, and regulatory bodies to share knowledge, resources, and best practices.

5.4 Ares of Further Studies

This study majorly focused on investment decision on performance of Islamic insurance in

Noor Insurance company. The main moderating variable in this study was religion. Future

studies should consider other factors such as government policies and regulatory framework

that could serve as moderating variables in the investment decision of customers on

performance of Islamic insurance. Future researchers can also decide on other issues or

elements that can influence investment decisions using different business performance metrics.
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Dear Respondent,

I am presently carrying out a PhD dissertation on INVESTMENT DECISIONS AND
PERFORMANCE OF ISLAMIC INSURANCE INDUSTRY IN NIGERIA (A CASE
STUDY OF NOOR TAKAFUL INSURANCE LIMITED NIGERIA)

I hereby implore you to please assist me to complete the questionnaire. The information being

solicited is purely for academic purpose. However, be assured that all information provided

will be treated confidentially. Your honest response and completion of this questionnaire would

assist in generating information that would help to determine the relationship between the

variables used for the study.

Thanks

Section A (Measure of Demographic Data)

Instruction: Please, tick the option which is applicable to you

1. Gender (a) Male ( ) (b) Female ( )

2. Age (a) 18-25 years ( ) (b) 26-35years ( ) (c) 36-45 years ( ) (d) 46 -55 years ( ) (e) Above 55

years ( )

3. Educational Qualification (a)No formal Education ( ) Primary School ( ) (b) Secondary School

( ) (c) OND/NCE ( ) (d) Bachelors degree/HND ( ) (f) Postgraduate ( )

4. Religion (a) Christianity ( ) (b) Islam ( ) (c) Traditional religion ( )

5. Occupation Status (a) Full Time Employed ( ) (b) Self Employed ( ) Business ( )

6. Monthly Income (a) Less than N50,000 ( ) (b) N51,000-N100,000 ( ) (c) N101,000-N150, 000

( ) (d) N151,000-N200,000 ( ) (e) Above N200,0000

Section B (The extent to which building public awareness of Takaful services has
significant effect on investors and customers Takaful services adoption)
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7. Have you heard of Takaful services before? (a) Yes ( ) (b) No ( )
8. Have you ever seen or heard any advertisements or campaigns related to Takaful

services? (a) Yes ( ) (b) No ( )
9. How did you first hear about Takaful services? (a) Television ( ) (b) Radio ( ) (c)

Internet ( ) (d) Friends/Families ( ) (e) Financial Institutions ( ) (f) Others ( please
specify)

10. Did these advertisements or campaigns influence your perception of Takaful services?
(a) Yes ( ) (b) No ( )

11. Are you currently a Takaful investor or customer? (a) Yes ( ) (b) No ( )
12. If you are not a Takaful investor or customer, what factors have influenced your

decision not to adopt Takaful services? (a) Lack of Awareness ( ) (b) Lack of trust in
Takaful providers ( ) (c) Limited product offerings (d) High costs( )

13. If you are a Takaful investor or customer, what factors influenced your decision to
adopt Takaful services? (a) Awareness and education campaigns ( ) (b) Trust in Takaful
providers ( ) (c) Competitive pricing ( ) (d) Tailored products and services ( ) (e)
Recommendations from others ( )

Section C (How investors satisfaction (Service Quality (SQ) and Relationship Quality (RQ))
affects the performance of Islamic insurance industry in Nigeria)

14. Are you considering switching from conventional insurance to Takaful insurance in the
near future? (a) Yes ( ) (b) No ( )

15. What are the primary reasons for considering a switch to Takaful insurance? (a) Ethical
or religious reasons ( ) (b) Attractive Takaful product offerings ( ) (c) Dissatisfaction
with conventional insurance service ( ) (d) Trust in Takaful providers ()

16. How satisfied are you with the service quality of your current conventional insurance
provider? (a) Very Dissatisfied ( ) (b) Dissatisfied ( ) (c) Nether Dissatisfied nor
satisfied ( ) (d) Satisfied ( ) (e) Very Satisfied ( )

17. Are you satisfied with the quality of Relationship quality of your current conventional
insurance provider? (a) Very Dissatisfied ( ) (b) Dissatisfied ( ) (c) Nether Dissatisfied
nor satisfied ( ) (d) Satisfied ( ) (e) Very Satisfied ( )

18. What factors would influence your decision to switch to Takaful insurance in the
future?(a) Service quality of Takaful providers ( ) (b) Relationship quality of Takaful
providers ( ) (c) Competitive pricing of Takaful products ( ) (d) Trust in Takaful
providers ( ) (e) Reviews/Recommendations from others ( )

Section D (The Moderating role of Religion on the interaction between investment
decision and performance of Islamic Insurance companies
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19. To what extent do you consider yourself knowledgeable about Shari’ah principles and
their application in financial products like Takaful? (a) Very Knowledgeable ( ) (b)
Knowledgeable ( ) (c) Somewhat Knowledgeable ( ) (d) Not Knowledgeable ( )

20. How important is it for you that your financial decisions align with Shari’ah principles?
(a) Extremely Important ( ) (b) Very Important ( ) (c) Moderately Important ( ) (d)

Slightly Important ( ) (e) Not Important at All ( )

Please indicate how strongly you agree or disagree with the following statements by
circling the appropriate number. Strongly Agree= 5, Agree = 4 Neutral = 3, Disagree = 2
and Strongly Disagree= 1. Please, input numbers in the corresponding box as indicated
above or tick the corresponding box.

S/N ITEMS SD D N A SA

21 Your perception of Shari’ah compliance influences
your decision to adopt Takaful products?

22 A stronger adherence to Shari’ah principles in
Takaful products make them more appealing to
potential investors

22 Shari’ah compliance makes the product to be more
appealing to you

23 Your religion forbid you to invest in Takaful because

it is Shari’ah complaint

Section E (The Effect of public trust and confidence reposed on performance of Islamic
insurance industry in Nigeria)

24. How much do you trust Takaful operators in general? (a) Not at all ( ) (b) Slightly ( ) (c) Moderately
( ) (d) Highly ( ) (e) Completely ( )

25. What factors influence your trust in Takaful operators? (a) Reputation and track record ( ) (b)
Transparent operations ( ) (c) Regulatory compliance ( ) (d) Professional customer service ( ) (e)
Recommendations from friends/family ( ) (f) Religious principles ( )

Please indicate how strongly you agree or disagree with the following statements by circling
the appropriate number. Strongly Agree= 5, Agree = 4 Neutral = 3, Disagree = 2 and Strongly
Disagree= 1. Please, input numbers in the corresponding box as indicated above or tick the
corresponding box.

S/N ITEMS SD D N A SA
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26. Your level of trust in Takaful operators
influenced your decision to use Takaful services

27 You can switch Takaful operators due to a lack of
trust or confidence

28 Takaful products needs to be improved upon to
gain more public trust and confidence
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