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ABSTRACT 

 

This study examines the impact of claim settlement practices on Professional Indemnity Insurance 

(PII) and premium revenue in Nigeria's insurance sector, addressing a key concern for industry 

stakeholders. Utilizing a quantitative research design, the study employs time-series analysis to 

investigate trends and causal relationships between claim settlement practices and premium 

revenue.14-year(2010-2023) Secondary data collectedform 10 insurers are analyzed using the E-

Views statistical software underpin the research methodology. An econometric model was 

developed to explore the correlation between professional indemnity claim settlements and 

influencing factors over time. The findings reveal a positively skewed distribution (skewness = 

2.78) with heavy tails (kurtosis = 10.21), indicating significant outliers in claim settlements. This 

variability highlights the broader financial and economic challenges faced by the Nigerian 

insurance market. Co-integration tests demonstrate long-term equilibrium relationships among 

the analyzed variables, suggesting that despite short-term fluctuations, claim settlements and 

premium revenues are interdependent over time. The study underscores the strategic importance 

of effective claims management, as efficient settlement processes directly influence premium 

income. The variability in claim settlements, with an average payout of ₦5,468,459 and a standard 

deviation of ₦13,133,406, mirrors patterns in other emerging markets and underscores the critical 

need for improved risk management strategies. These insights provide a foundation for 

policymakers and insurers to enhance the efficiency and stability of Nigeria's PII sector. 

 

Keywords: Claim settlement, Professional Indemnity, Policies P Premium Revenue, Nigeria's 

Insurance Sector 

 

INTRODUCTION 

 

The effectiveness of claims settlement practices remains a central issue in the development of 

Professional Indemnity Insurance (PII) and the generation of premium revenue within Nigeria’s 

insurance sector. How insurers manage claims not only influences confidence among insured 

professionals but also shapes the long-term sustainability of the PII market. Despite its growing 
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relevance, the interaction between claims paid and PII market growth continues to raise important 

questions for insurers, regulators, and policyholders. 

 

Existing studies offer differing perspectives on this relationship. Kato (2017) suggests that timely 

and transparent claims settlement serves as a key indicator of PII market maturity and operational 

efficiency. From this viewpoint, rising claims payments may reflect increased awareness and 

utilisation of PII among professionals, which can stimulate market expansion and improve service 

quality (Adeyemo & Idowu, 2020; Muiru, 2024). In contrast, Okwu and Okunola (2019) caution 

that excessive claims payouts, if not properly managed, may exert pressure on insurers’ financial 

positions, leading to higher premiums and reduced affordability. Such outcomes, they argue, could 

limit market participation and weaken the protective role PII is intended to serve. 

 

The growing importance of PII in Nigeria is closely linked to heightened professional 

accountability and regulatory scrutiny (Tembo, Hangoka & Muleya, 2023). By providing financial 

protection against liabilities arising from professional negligence or errors, PII plays a vital role in 

strengthening trust between service providers and clients. However, persistent challenges, such as 

low public confidence in insurers, weak regulatory enforcement, and limited market penetration, 

continue to constrain the sector (Inyang & Okonkwo, 2021; Alawode& Adewole, 2021). Although 

the Insurance Act of 2003 sought to enhance transparency and consumer protection, delays and 

inefficiencies in claims processing remain significant barriers, discouraging legitimate claims and 

eroding trust (Uche &Anazodo, 2018). 

 

Against this backdrop, there remains a clear gap in the literature concerning how claims paid 

specifically influence premium income and overall PII market development in Nigeria. While prior 

studies often discuss claims settlement and market growth separately, limited empirical attention 

has been given to their combined effect on insurers’ pricing strategies and financial sustainability. 

Addressing this gap is essential for understanding how insurers can balance fair compensation with 

market stability. 

 

Accordingly, this study examines the relationship between claims paid and the development of 

professional indemnity insurance in Nigeria, with particular emphasis on its implications for 

premium income. By analysing how claims settlement practices affect insurer profitability, pricing 

decisions, and market accessibility, the study seeks to provide insights that support sustainable 

premium structures. Ultimately, the findings aim to inform policy and industry strategies that 

strengthen PII market resilience while maintaining its role as an effective risk-management tool 

for professionals. 

 

Review of Literature 

 

Different Perspectives on Professional Indemnity Insurance 

 

Professional Indemnity Insurance (PII) acts as a critical safety net for professionals, offering 

protection against claims of negligence, errors, or omissions in service delivery. While PII is 

widely acknowledged as essential for risk management across various industries, differing 
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perspectives about its implications, accessibility, and effectiveness have generated significant 

discussion among stakeholders. 

 

 

First School of Thought – Proponents' Viewpoint 

 

Advocates of Professional Indemnity Insurance (PII) highlight its importance in maintaining 

professional integrity and consumer trust. PII provides financial protection against claims, 

enabling professionals to operate with greater confidence while safeguarding their clients' interests 

(Dunlop & Wenzel, 2018). This protection is especially critical in high-risk professions such as 

healthcare, law, and finance, where errors can lead to severe consequences for clients (Adeyemo 

& Idowu, 2020). 

 

Proponents argue that PII incentivizes higher standards of professional conduct. The desire to 

avoid claims and preserve insurability encourages professionals to deliver quality services (Cribb, 

2019). Moreover, a robust PII framework promotes market stability by enabling professionals to 

enter risk-laden industries, expanding the range of services available to consumers (Okwu 

&Okunola, 2019). This increased market participation fosters competition, benefiting consumers 

through better service delivery and cost efficiency. 

 

Second School of Thought – Critics' Perspective 

 

Critics, however, raise concerns about the rising costs of PII premiums and overregulation. High 

premiums can deter professionals, especially those in smaller practices or emerging industries, 

from obtaining necessary coverage, leaving them vulnerable to claims without adequate protection 

(Browne & Hoyt, 2000). Critics assert that increased claims frequency and resultant premium hikes 

can exclude high-risk professionals, limiting consumer access to essential services (Uche 

&Anazodo, 2018). 

 

Additionally, critics highlight inefficiencies in the claims settlement process, citing delays and 

complexities that foster dissatisfaction and mistrust among policyholders. Long claim resolution 

times discourage professionals from filing legitimate claims, leading to underreporting, and further 

deterring participation in PII programs (Okwu & Okunola, 2019). 

 

The Need for Balance 

 

The contrasting viewpoints underscore the necessity for a balanced approach to PII. Stakeholders 

must address accessibility, affordability, and claims management inefficiencies to ensure the 

sustainability of the PII market. Collaborative efforts should aim to create a regulatory framework 

that supports innovation and competition among insurers while ensuring professionals can secure 

comprehensive coverage at reasonable costs (Dunlop & Wenzel, 2018). 

 

By addressing these challenges, stakeholders can enhance the role of PII in fostering trust and 

protecting professionals while ensuring the system remains inclusive and efficient. 
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Theoretical Review  

 

Professional Indemnity Insurance Claims: Theoretical and Empirical Perspectives 

 

Professional Indemnity Insurance (PII) claims typically arise from allegations of professional 

negligence, errors, or omissions. An examination of the theoretical foundations underpinning PII 

claims is essential for understanding claim frequency, settlement outcomes, and their implications 

for insurers’ premium decisions. This section reviews relevant theoretical frameworks and 

empirical studies to situate the present research within existing scholarship and to identify gaps 

that warrant further investigation. 

 

Theoretical Foundations of Professional Indemnity Insurance Claims 

 

Several theories provide insight into the dynamics of PII claims and their influence on insurance 

market outcomes. While these frameworks are often discussed independently in the literature, their 

combined application offers a more comprehensive understanding of claims behaviour and 

premium development. 

 

Risk Management Theory 

 

Risk management theory conceptualises insurance as a mechanism for transferring and managing 

exposure to uncertain losses. Within the context of PII, claims data serve as an important feedback 

mechanism, enabling both professionals and insurers to identify recurring risk patterns and 

improve preventive practices (Aven, 2015). Effective claims management can reduce future loss 

exposure by encouraging risk-mitigating behaviours among insured professionals (Dunlop & 

Wenzel, 2018). In this study, risk management theory provides a basis for examining how claims 

paid influence insurers’ pricing strategies and premium income over time. 

 

Agency Theory 

 

Agency theory focuses on the contractual relationship between professionals, who act as agents, 

and their clients, who function as principals. Information asymmetry and moral hazard are central 

concerns in this relationship, as clients may lack full knowledge of the quality of professional 

services provided. PII helps to address these concerns by offering financial assurance in cases of 

professional misconduct or negligence, thereby aligning the interests of both parties (Jensen & 

Meckling, 1976). From this perspective, increased claims payments may signal greater 

accountability but may also prompt insurers to adjust premiums to manage agency-related risks. 

 

 

 

Behavioural Economics Perspective 
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Behavioural economics highlights the role of cognitive biases and psychological factors in 

insurance decision-making. Professionals may purchase PII due to risk aversion, 

yetsimultaneously underestimate their exposure to liability because of optimism bias (Tversky & 

Kahneman, 1974). Additionally, complex or inefficient claims procedures can discourage 

policyholders from pursuing valid claims, weakening the intended protective function of PII 

(Cribb, 2019; Uche &Anazodo, 2018). This perspective is particularly relevant for understanding 

discrepancies between expected and actual claims behaviour in the Nigerian insurance context. 

 

 

 

Legal and Institutional Theory 

 

Legal theory emphasises the influence of liability standards, regulatory frameworks, and judicial 

processes on claims outcomes. Variations in negligence laws and enforcement mechanisms can 

significantly affect both the frequency and severity of PII claims (Browne & Hoyt, 2000). In 

Nigeria, evolving legal expectations and increased willingness of clients to assert their rights have 

heightened the relevance of PII coverage (Adeyemo & Idowu, 2020). This theoretical lens informs 

the study’s examination of how institutional and legal environments shape claims settlement 

patterns and premium adjustments. 

 

Collectively, these theories guide the study’s analytical framework by explaining how claims 

behaviour, institutional constraints, and risk perceptions interact to influence premium income and 

market development. Risk management theory, in particular, underpins the study’s hypotheses by 

linking claims experience directly to insurers’ pricing and sustainability considerations. 

 

Review of Empirical Literature on Claims and Premium Dynamics 

 

Empirical studies on the relationship between insurance claims and premium income generally 

suggest a positive association between claims experience and pricing adjustments. Adeyemo and 

Idowu (2020) find that efficient claims settlement can enhance insurer reputation and attract new 

policyholders, thereby supporting premium growth. Conversely, other studies highlight that rising 

claims payouts often necessitate higher premiums to preserve solvency, which may reduce demand 

for coverage (Okwu & Okunola, 2019). 

 

International evidence further demonstrates that claim frequency and severity are key determinants 

of premium setting in professional liability insurance markets, particularly in jurisdictions with 

strong legal enforcement and high litigation rates (Browne & Hoyt, 2000). However, much of this 

literature is based on developed insurance markets, with limited empirical focus on emerging 

economies such as Nigeria. Moreover, existing Nigerian studies tend to address claims settlement 

efficiency or market development in isolation, rather than examining their combined effect on 

premium income. 

 

Research Gap and Contribution 
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Despite the relevance of PII to professional practice and insurer sustainability, there is a noticeable 

gap in empirical research examining how claims paid influence premium revenue within Nigeria’s 

professional indemnity insurance market. Prior studies rarely integrate theoretical insights with 

empirical analysis to explain the trade-off between claims settlement, affordability, and market 

growth. Additionally, limited attention has been given to how behavioural and institutional factors 

interact with claims experience to shape insurers’ pricing decisions. 

 

 

 

 

 

 

 

 

Methodology 

 

This study adopts a quantitative research design to examine the relationship between claims 

settlement and premium income in Nigeria’s Professional Indemnity Insurance (PII) market. Given 

the objective of analysing both temporal dynamics and firm-level variations, the study employs a 

panel data approach, which combines time-series and cross-sectional dimensions. This approach 

is particularly suitable for capturing changes over time while accounting for differences among 

insurers. 

 

Data Sources and Period of Study 

 

The study relies on secondary data obtained from publicly available and verifiable sources. 

Specifically, data were extracted from the Nigerian Exchange Group (NGX) database, the Central 

Bank of Nigeria (CBN) statistical bulletins, and the published annual reports of selected insurance 

companies. These sources provide audited financial information, ensuring data reliability and 

consistency. 

 

To address inconsistencies in previous reports, the study clearly covers 10 years from 2013 to 

2023. This timeframe was chosen due to the availability of complete and reliable data across the 

sampled firms and reflects recent developments in Nigeria’s insurance sector. 

 

Population and Sample Selection 

 

The research population comprises all licensed insurance companies operating in Nigeria that offer 

professional indemnity insurance. However, not all insurers maintain consistent or publicly 

accessible PII data. Consequently, a purposive sampling technique was adopted to select 10 

licensed general insurance companies with complete, audited, and continuous data for the period 

2013–2023. 
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These firms collectively represent a significant proportion of the PII market, making them suitable 

proxies for analysing industry-wide trends. The focus on data consistency enhances the robustness 

of the empirical analysis and reduces estimation bias associated with missing observations. 

 

Description of Variables 

 

The dependent variable is premium income from professional indemnity insurance, which reflects 

the development and financial performance of the PII segment. The key independent variable is 

the claims settlement, measured as claims paid on professional indemnity policies. 

 

To control for macroeconomic influences, the study incorporates additional explanatory variables, 

including: 

 

 Gross Domestic Product (GDP) as a proxy for economic activity, 

 Inflation rate, which affects insurance costs and pricing decisions, 

 Interest rate, reflecting investment conditions for insurers. 

 

These variables are included to ensure that the estimated relationship between claims settlement 

and premium income is not distorted by broader economic conditions. 

 

Model Specification 

 

The relationship between claims settlement and premium income is examined using the following 

econometric model: 

 

𝑃𝐼𝐼𝑖𝑡 = 𝛼 + 𝛽1𝐶𝑆𝑖𝑡 + 𝛽2𝐺𝐷𝑃𝑡 + 𝛽3𝐼𝑁𝐹𝑡 + 𝛽4𝐼𝑁𝑇𝑡 + 𝜀𝑖𝑡 
 

where: 

𝑃𝐼𝐼𝑖𝑡represents professional indemnity insurance premium income for firm i at time t; 

𝐶𝑆𝑖𝑡denotes claims settlement; 

𝐺𝐷𝑃𝑡, 𝐼𝑁𝐹𝑡, and 𝐼𝑁𝑇𝑡represent gross domestic product, inflation rate, and interest rate, 

respectively; 

𝜀𝑖𝑡is the error term. 

 

The choice of this model is informed by risk management and agency theories, which suggest that 

claims experience directly influences insurers’ pricing strategies and revenue performance. 

 

Estimation Techniques and Diagnostic Tests 

 

Given the panel structure of the data, the study employs panel regression techniques, including 

pooled Ordinary Least Squares (OLS), Fixed Effects, and Random Effects models. Model 

selection is guided by the Hausman specification test. 
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Prior to estimation, standard diagnostic tests are conducted. Panel unit root tests are used to assess 

stationarity, while co-integration tests are applied where necessary to examine long-run 

relationships among variables. These procedures ensure the validity of statistical inferences and 

guard against spurious regression results. 

 

Data Quality and Ethical Considerations 

 

Data quality checks were conducted to ensure consistency across sources, including cross-

verification of reported figures and the removal of incomplete records. Since all data were obtained 

from publicly available and audited financial statements, no ethical approval was required, and no 

confidentiality concerns arise. The study adheres to ethical research standards by accurately 

reporting sources and ensuring transparency in data usage. 

 

DATA ANALYSES  

 

This section presents and interprets the empirical results obtained from descriptive statistics, 

stationarity tests, co-integration analysis, and correlation analysis. While multiple variables were 

introduced in earlier sections, the current analysis focuses primarily on the relationship between 

claims settlement and premium income, with macroeconomic variables incorporated to support 

long-run dynamics. 

 

 

DESCRIPTIVE STATISTICS 

 

Table: Descriptive statistics 
CLAIM_PAID GDP GDPGROWT... PER_CAPITA POLICIES_S... PREMIUM

 Mean  5468459.  444.1350  0.031764  2345.929  97.07857  30738457

 Median  0.000000  436.5200  0.030550  2221.500  36.00000  13045207

 Maximum  67290678  574.1800  0.080100  3201.000  811.0000  2.02E+08

 Minimum  0.000000  362.8100 -0.017900  1621.000  0.000000  0.000000

 Std. Dev.  13133406  58.48184  0.027802  413.7405  146.5556  39988554

 Skewness  2.782350  0.504084 -0.174152  0.468673  2.369955  1.913065

 Kurtosis  10.21198  2.671302  2.408261  2.589043  8.411506  6.404058

 Jarque-Bera  484.0414  6.559255  2.750245  6.110436  301.8817  152.9902

 Probability  0.000000  0.037642  0.252809  0.047112  0.000000  0.000000

 Sum  7.66E+08  62178.90  4.447000  328430.0  13591.00  4.30E+09

 Sum Sq. Dev.  2.40E+16  475397.4  0.107441  23794189  2985518.  2.22E+17

 Observations  140  140  140  140  140  140  
Interpretation of the key variables 

 

 

The results reveal substantial variation in claims settlement among professional indemnity insurers 

in Nigeria. The mean value of claims paid is ₦5,468,459, while the median is zero, indicating that 

a large proportion of observations involve either no claims or minimal payouts. This gap between 
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the mean and median suggests that claims settlement is highly uneven across insurers and over 

time. 

 

The maximum claim value of ₦67,290,678 far exceeds the average, confirming the presence of a 

small number of high-severity claims. This is further reflected in the high standard deviation 

(₦13,133,406), which points to considerable dispersion in claim amounts. The distribution is 

positively skewed (2.78) with excess kurtosis (10.21), indicating a right-tailed distribution 

characterised by extreme values. Such features are typical of insurance claims data and reflect the 

exposure of insurers to low-frequency but high-impact losses. 

 

Overall, the descriptive statistics highlight a fragmented PII market in which a few large claims 

dominate aggregate outcomes, posing risk management challenges, particularly for smaller 

insurers. 

 

Co-integration Analysis 

 

The co-integration tests examine whether a stable long-run relationship exists among claims paid, 

premium income, and the included economic variables. This is important for the present study 

because it establishes whether claims settlement and premium income move together over time 

despite short-term fluctuations. 

 

Both the Trace Test and the Maximum Eigenvalue Test indicate the presence of three co-

integrating equations at the 5% significance level. The null hypothesis of no co-integration is 

rejected, as the test statistics substantially exceed their respective critical values. These results 

suggest that the variables share a common long-term equilibrium relationship. 

 

Economically, this finding implies that changes in claims settlement are not independent of 

premium income and broader macroeconomic conditions in the long run. Instead, insurers appear 

to adjust premium levels over time in response to persistent claims experience and economic 

trends. This supports the theoretical expectation that sustained increases in claims paid eventually 

influence pricing, underwriting decisions, and revenue performance within the PII market. 

 

Hypothesis Testing and Correlation Analysis 

 

The study tests the following hypothesis: 

H₀: There is no significant relationship between claims settlement in respect of professional 

indemnity insurance and premium income in Nigeria. 

 

The Pearson correlation results show a positive correlation coefficient of 0.697 between claims 

paid and premium income, which is statistically significant at the 1% level. This indicates a strong 

linear association, suggesting that periods of higher claims settlement tend to coincide with higher 

premium income. 
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However, while the magnitude of the correlation reflects a meaningful association, it does not 

imply causality. The observed relationship may be influenced by underlying factors such as firm 

size, portfolio growth, regulatory requirements, or macroeconomic conditions. Consequently, the 

correlation result should be interpreted as evidence of association rather than direct cause-and-

effect. 

 

Based on the statistical significance of the correlation coefficient, the null hypothesis is rejected, 

indicating that claims settlement and premium income are significantly related. This finding aligns 

with the expectation that claims experience plays a role in shaping insurers’ revenue patterns, 

particularly in professional indemnity insurance. 
 

Covariance Analysis: Ordinary

Date: 12/01/24   Time: 14:36

Sample: 1 140

Included observations: 140

Correlation CLAIM_PAID PREMIUM 

CLAIM_PAID 1.000000

PREMIUM 0.696596 1.000000

 

Correlations 

 PREMIUM CLAIM_PAID 

PREMIUM Pearson Correlation 1 .697** 

Sig. (2-tailed)  .000 

N 140 140 

CLAIM_PAID Pearson Correlation .697** 1 

Sig. (2-tailed) .000  

N 140 140 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

Interpretation 

 

The correlation analysis highlights a strong positive relationship between claims settlement 

(CLAIM_PAID) and premium income (PREMIUM) in professional indemnity insurance within 

the Nigerian market. The Pearson correlation coefficient, calculated at 0.697, demonstrates a 

robust connection between these two variables. This positive correlation suggests that as claims 

settlement amounts increase, there is a corresponding increase in premium income, and the reverse 

also holds true. The strength of this relationship is further underscored by a p-value of 0.000, which 

is well below the 0.01 threshold for statistical significance. This low p-value confirms that the 

observed correlation is highly unlikely to be due to random variation, establishing the reliability 

of this finding. 

 

Building on this evidence, the null hypothesis (H₀), which posits "there is no significant 

relationship between claims settlement and premium income," can be confidently rejected. Instead, 
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the alternative hypothesis that a significant relationship exists is supported by the data. This 

conclusion underscores the interdependence between effective claims settlement and premium 

income, pointing to the strategic importance of efficient claims management processes. When 

insurers handle claims promptly and fairly, it may enhance customer trust, foster loyalty, and 

bolster the company's reputation, leading to increased premium inflows. Such findings emphasize 

that claims settlement is not merely an operational necessity but also a critical driver of financial 

performance in the professional indemnity insurance sector. 

 

The implications of this relationship extend to the operational strategies of insurers in Nigeria. By 

focusing on optimizing claims processes, insurers can potentially unlock higher premium 

revenues. A reputation for prompt and fair claims handling can attract new customers while 

retaining existing ones, creating a virtuous cycle of trust and financial growth. This highlights the 

necessity for insurers to invest in efficient claims management systems and staff training to 

maintain high standards in this critical area. This strategic alignment between claims settlement 

and premium income reinforces the broader role of operational excellence in achieving sustainable 

profitability in the insurance industry. 

 

Limitations and Missing Analyses 

 

Although regression analysis was specified in the methodology, the current results section focuses 

on correlation and long-run relationships. As such, the analysis does not yet control for 

confounding variables such as GDP, inflation, or interest rates, nor does it include residual 

diagnostics or robustness checks. These limitations mean that the estimated relationship should be 

interpreted with caution. 

 

Future extensions of the analysis should incorporate multivariate regression models, alternative 

specifications, and diagnostic testing to provide deeper insight into the causal mechanisms linking 

claims settlement and premium income. 

 

DISCUSSION OF FINDINGS 

 

The empirical results provide important insights into the behaviour of professional indemnity 

insurance (PII) claims within Nigeria’s insurance market and their interaction with broader 

economic conditions. Rather than merely describing statistical outcomes, the findings suggest 

underlying structural and institutional factors that shape claims settlement patterns and insurer 

performance in the PII segment. 

 

The observed average claim settlement of ₦5,468,459, alongside a relatively large standard 

deviation, points to substantial heterogeneity in claim sizes across insurers and over time. This 

variation reflects differences in portfolio composition, underwriting standards, and risk exposure 

among firms. Similar patterns have been documented in other emerging insurance markets, where 

uneven professional regulation and varying enforcement of liability standards contribute to wide 

disparities in claims outcomes (Khan, 2016). In more developed markets, such variability is often 
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moderated by stronger legal frameworks and more consistent risk assessment practices (Browne 

& Hoyt, 2000). 

 

The positive skewness and high kurtosis observed in the claims distribution indicate the presence 

of extreme claim values, suggesting that a small number of high-severity cases exert 

disproportionate pressure on insurers’ financial positions. This finding helps explain why claims 

settlement can significantly influence premium pricing and capital allocation decisions. When 

large claims are infrequent but severe, insurers may adopt conservative pricing strategies or tighten 

underwriting standards to safeguard solvency. Uche and Anazodo (2018) similarly note that 

inadequate reserves and delayed adjustments to premium structures can expose insurers to 

financial stress, particularly in markets with limited reinsurance capacity. 

 

The occurrence of zero or minimal claim values further reveals the uneven development of 

Nigeria’s PII market. While some insurers experience substantial claims activity, others report 

limited or no payouts, which may reflect low policy uptake, weak enforcement of professional 

liability, or barriers within the claims process itself. This contrasts with experiences in jurisdictions 

such as the United Kingdom or Australia, where mandatory PII requirements and active litigation 

cultures lead to more consistent claims reporting and settlement patterns (Browne & Hoyt, 2000). 

The Nigerian context therefore highlights a market still transitioning toward maturity. 

 

From a practical standpoint, these findings carry important implications for both insurers and 

regulators. Larger insurers appear better positioned to absorb claim shocks due to diversified 

portfolios and stronger capital bases, whereas smaller firms face heightened vulnerability to large 

or unexpected claims. This disparity underscores the need for improved risk pooling mechanisms, 

enhanced reinsurance arrangements, and stronger regulatory oversight to support market stability. 

Moreover, transparent and efficient claims settlement processes could strengthen policyholder 

confidence and encourage broader adoption of PII coverage. 

 

Overall, the analysis reveals that the relationship between claims settlement and PII market 

performance in Nigeria is shaped not only by financial metrics but also by institutional capacity, 

regulatory effectiveness, and market maturity. While the findings largely align with existing 

literature, the degree of variability and the prevalence of extreme claim outcomes highlight 

structural challenges that distinguish Nigeria’s PII market from those in more developed 

economies. Addressing these issues is essential for achieving sustainable growth and ensuring that 

PII fulfils its role as a reliable risk-management tool for professionals. 

 

CONCLUSION 

 

The study examines the relationship between claims settlement and the performance of 

professional indemnity insurance in Nigeria. The findings reveal significant variability in claim 

settlements, indicating uneven risk exposure across insurers. Larger insurers are better positioned 

to absorb high-severity claims due to stronger capital bases, while smaller firms remain more 

vulnerable to financial strain. This imbalance highlights structural challenges affecting the 

sustainability of the PII market. 
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The study contributes to existing literature by empirically linking claims volatility to market 

stability in an emerging insurance context. To address these challenges, the study recommends 

strengthening solvency and claims reserve regulations, aligning premium pricing with claims 

experience, expanding reinsurance and risk-sharing mechanisms, improving claims data analytics, 

and enhancing regulatory oversight of claims practices. Together, these measures can support a 

more resilient and sustainable PII market in Nigeria. 
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