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(a) The 1997 decree No.2 increased the minimum paid up capital from N5 million to N20
million for each of the life and general insurance business. However, where the general
insurance business includes:

(1) Oil and gas insurance

(ii) Credit insurance, bonds and suretyship

(ii1)  Contractors’ all risk and engineering risk

(iv)  Marine and aviation, other than goods-in-transit business by road, water, air and
rail, an additional paid-up capital of not less than N80 million was required. In the
case of re-insurance businesses, a minimum capital of N150 million was required.

With the commencement of the 2003 Insurance Act, any insurer intending to commence
or continue to carry on insurance business in Nigeria is expected to deposit the equivalent of
50% of the paid up share capital with the Central Bank of Nigeria. The minimum amounts
required under this Act are as indicated above. In the case of existing companies, an equivalent
of 10% of the minimum paid up capital shall be deposited with the Central Bank. This, no doubt,
is a confidence booster for the public who have generally been skeptical about the patronage of
insurance businesses and their services.

(b) In furtherance of the desire to strengthen the financial position of the insurance
companies, the 1997 decree No.2 mandated the establishment and maintenance of
technical reserves in respect of each class of insurance in addition to solvency margin.

(©) Under the two decrees (1997) cited above, an advance insurance policy document which
gives evidence to the contract of insurance shall be delivered to the insured not later than
30 days after payment of the first premium.

Problems of the industry

In-spite of the growing prospects of the insurance industry in Nigeria, there are still
problems militating against the realization of its full potentials. For instance, the level of
awareness of insurance business in Nigeria is still very low. This is, however, not peculiar to
Nigeria. It is a worldwide phenomenon. In 1975, there was a survey carried out in the United
Kingdom to ascertain the level of awareness of insurance business among the populace. It was
discovered that only 23 percentage of policy holders actually knew what they were carrying
about as insurance policy or cover (Omirin 2004). Apart from the lack of awareness among the
populace, there are other problems which include: high level poverty, low capital base of the
operators in the industry, perceived unwillingness to pay legitimate claims, and low level of
enforcement and compliance with insurance laws.

DATA ANALYSIS
This section formally examines the contribution of the insurance industry to the economic
development of Nigeria. In doing this, we specify the following model:

RYIC =g+ \RGDP+ [oRYIC | ..o ChH

Where:
RYIC = aggregate real income of insurance companies.
RGDP = real gross domestic product

Bo. B1 and B; are constants and
-1=lagged real income of insurance companies.
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