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Abstract
This study was carried out to examine the relationship between effective claims management and the growth of Nigerian insurance industry  using Leadway assurance company  Lagos state. Specifically, the study  explore the relationship between claims management and insurance companies’ underwriting. The study also examine the effect of claims settlement on demand for insurance. The study employed the survey descriptive research design. A total of 30 responses were validated from the survey. From the responses obtained and analyzed, the findings revealed that Prompt claims settlement is a significant predictor of insurance companies’ underwriting. Also there is a significant relationship between claims settlement and demand for insurance. The study thereby recommend that claims manager should put forward strategic plans to ensuring that insurance claims complaint files are properly kept, monitored and handled for needs that may warrant its usefulness in the future. That state-of-the-art training mechanism should be put in place to enhance and improve the working pattern of a claim officer, which invariably might affect the organizational efficiency of insurance companies.

CHAPTER ONE
INTRODUCTION
1.1    Background of the Study
The origin of the insurance industry in Nigeria, as stated by Augustine and Brennan (2012), can be attributed to the British colonial trading enterprises that set up agency offices in Nigeria on behalf of insurance companies in the United Kingdom. Following Nigeria's political independence in 1960, domestically held insurance businesses emerged. However, due to insufficient capital, these companies were unable to promptly settle claims. The insufficiency of cash, along with a deficiency in technical and managerial expertise, an inadequate insurance regulatory framework, and a lack of confidence, has led to a great reluctance to purchase insurance in Nigeria (Bamidele, 2012).

The insurance business is widely acknowledged worldwide as a catalyst for economic growth and development. The industry ensures the financial stability of policy holders by pooling and investing premiums, which are then used to compensate individuals who experience unforeseen losses (Singh, 2012). A claim payment is a pivotal time in the interaction between an insurance company and its customer. This is an opportunity to demonstrate that the years dedicated to paying premiums were justified in terms of the cost. From a business perspective, claims payment is the most significant expense for insurers, accounting for 80 percent of all premiums, including associated handling expenses (Butler and Francis, 2010 cited in Saunders, 2009). The insurance sector has recognised that an efficient and timely resolution of claims by insurance firms can significantly contribute to the industry's expansion (Singh, 2012). According to Robson (2002), one of the main purposes of insurance is to resolve and pay out claims. Claims settlement refers to the financial reimbursement provided to the policyholder after they experience a loss. Inadequate management of a company's claims service can damage its reputation and consequently impact the sales and marketing of its insurance offerings. The claims settlement practices of insurance companies have before incited significant public criticism and even garnered the attention of governments (Robson, 2002). Effective data management systems are critical for exploiting claims data to improve products and services, as claims management must be balanced with cost-effective operations (Pallant, 2011). Furthermore, as insurance is typically an intangible offering for customers until they obtain compensation for a covered loss, the claims process can greatly impact clients' comprehension of and contentment with insurance. An affirmative claims experience might lead to a lasting client who actively supports and promotes the insurance plan. Conversely, a negative encounter can result in a lack of confidence and the discontinuation of policies. Claims management is an essential component of an insurer's endeavour to deliver excellent customer service and maintain client loyalty (Pallant, 2011). Claims administration encompasses the whole of managerial choices and procedures related to the resolution and disbursement of claims, in accordance with the stipulations outlined in the insurance agreement (Rose, 2013). According to OECD (2004), enhancing claims departments entails implementing efficient procedures and activities such as claims reporting, claims evaluation, claim processing, fraud detection, and complaints and dispute settlements. However, even though this is the case, the process of claim settlement has always encountered difficulties for the majority of insurance firms in Nigeria. Furthermore, a company that is unable to efficiently resolve claims to the contentment of customers is bound to receive fewer customers, as it is likely to dissuade such clients from maintaining their insurance coverage with the company. These clients may even discourage their acquaintances, coworkers, and family members from doing business with such a company (Rose, 2013). This study investigates the correlation between efficient claims administration and the expansion of the Nigerian insurance business.

1.2    Statement of the Problem
The importance of claims management in driving the expansion of the insurance sector in Nigeria cannot be exaggerated. However, it is disheartening to observe that the insurance industry in Nigeria remains largely undeveloped, despite its crucial role in supporting individuals, businesses, and the overall economic progress of the nation.

Ojikutu (2011) identifies several obstacles to the growth of the insurance industry in Nigeria. These include a lack of trust and confidence in insurance institutions, inadequate claims management, insufficient reliable actuarial data for research, and an underdeveloped financial market. Efficiently handling claims is a multifaceted undertaking. Although Nigerian insurance businesses face numerous steps and differences in their processes, they encounter difficulties in continually enhancing their claims operations. This could be attributed to the inadequate claims process and lack of acknowledgment given to the claims department professionals inside the sector.

An insurance firm operates similarly to other profit-driven industries, aiming to generate financial profits while providing important services to their clientele. However, in recent times, inadequate management of claims has significantly hindered the effectiveness of insurance businesses. The pervasive threat has caused many insurance policyholders in Nigeria to consider cancelling their policies due to insurance firms failing to compensate them for their incurred losses.

The primary obstacles to claims management and its impact on insurance growth in Nigeria encompass inefficient and ineffective assessment and processing of claims, inadequate settlement procedures that negatively affect insurance companies' overall profitability, the incapacity of insurance companies to maintain solvency for timely claims settlement, and dispute resolutions that often fail to satisfy customers. Therefore, in order for the insurance industry to attract a large number of customers and fulfil its intended purpose of gathering financial resources from those with excess and directing them towards areas of need and efficient utilisation in Nigeria's modern business economy, it is crucial to have a well-functioning claims management system.This study intends to investigate the correlation between efficient claims administration and the expansion of the insurance sector in Nigeria, considering the current circumstances.
1.3    Objectives of the Study
The main purpose of this study is to investigate the relationship between effective claims management and the growth of the insurance industry in Nigeria. Other salient objectives are:
a.To explore the relationship between claims management and insurance companies’ underwriting.
b.To examine the effect of claims settlement on demand for insurance.
1.4    Research Questions
The study will be guided by the following research questions:
Is claims settlement a significant predictor of insurance companies’ underwriting?
2.What is the correlation between claims settlement and demand for insurance?
1.5    Research Hypotheses
In the course of the study, the researcher will test the following hypotheses:
Hypothesis One
Ho:    Prompt claims settlement is not a significant predictor of insurance companies’ underwriting.
Hi:    Prompt claims settlement is a significant predictor of insurance companies’ underwriting.
Hypothesis Two
Ho:    There is no significant relationship between claims settlement and demand for insurance.
Hi:    There is a significant relationship between claims settlement and demand for insurance.

1.6
SIGNIFICANCE OF THE STUDY

The study will be significant to insurance company's as it will expose the lapses in the  customers claims management of insurance company's.

The study will be significant to the academic community as it will contribute to the existing  literature on claims management in Nigeria insurance company.

1.7
SCOPE OF THE STUDY

The study will explore the relationship between claims management and insurance companies’ underwriting. The study will also examine the effect of claims settlement on demand for insurance.  Hence the study is limited to Leadway Nigeria insurance company.

CHAPTER TWO

REVIEW OF LITERATURE

INTRODUCTION

Our focus in this chapter is to critically examine relevant literature that would assist in explaining the research problem and furthermore recognize the efforts of scholars who had previously contributed immensely to similar research. The chapter intends to deepen the understanding of the study and close the perceived gaps.

Precisely, the chapter will be considered in three sub-headings:

Conceptual Framework

Theoretical Framework

2.1
CONCEPTUAL FRAMEWORK

Concept Of Claim

A claim on an insurance policy, according to Krishman (2010), is a demand on an insurance company to fulfill its portion of the promise, committed to while writing the contract with the insured. Asokere (2010) defined a claim as a demand made by the insured person to the insurer for the payment of benefits under a policy. Brooks, Popow and Hoopes (2005) earlier submitted that an insurance claim is also a demand by a person or an organization seeking to recover from an insurer for a loss that an insurance policy might cover. A claim, according to Vaughan and Vaughan (2008), is described as a notification to an amount is due under the terms of a policy. However, Francis and Butler (2010) described claim as a defining moment in the relationship between an insurance company and its customer. Similarly, such relationship can become healthy if the insurers are able to address five key issues such as: taking greater control of the claim process; understanding their customer; choosing the right claims model for their business; developing a mutually beneficial relationship with other service providers; and gaining an information advantage. Singh (2012) opines that insurers can transform the claims processing by leveraging modern claims system that are aligned with robust business intelligence, document and content management system that will improve claims processing efficiency and effectiveness.

Claims Management Process 

Jacob (2007) noted that the core challenges driving business costs in claims processing involve: responsiveness; flexibility and management of workflow; supply chain management; and business intelligence. Association of Insurance and Risk Managers in Industry and Commerce (2009) argued that the key components that must be in place in a bid to delivering excellence in insurance claims handling include: culture and philosophy, communication, people, claims management, infrastructure, date management, operations, and monitoring and review. According to Esri (2012), the five steps for optimizing the insurance claims process involve: data organization; analysis and planning; mobility; management and customer engagement. Goel (2013) was of the opinion that claims processing involves some tasks such as: following up with the claimant or third party for missing documentation and validating that all required claim information has been collected. It was arguably considered thus that claim managers ought to focus only on the most significant claim tasks that required their attention, and also optimizing the use of their time. According to Singh (2012), for insurers to attain operational efficiency and effectiveness in claim process, they must look directly at implementing modern claims system; leveraging advanced fraud detection technologies and creating innovation around their self-service claim processing activities. IBM (2007) expressed that those involved in the management of claims seek to achieve: increased efficiency in their claims handling process; improved control over the process with a view to managing and guaranteeing service levels; seamless integration across the end-to-end claims process; greater flexibility within the process to respond to changes within the market; and the ability to deliver this across multiple distribution channels to their customers and partners.Benefits that have been alluded to effective claims management process, according to Capgemini (2011c), were noted as: improved customer service; reduced indemnity costs, improved claims handling and administration; reduction in allocated loss adjustment expresses; improved operational management; improved enterprise risk management; enhanced business agility; and core brand differentiation. According to an earlier submission by the Productive Commission (2002), a good claim management process is expected to include: proactiveness in recognising and paying legitimate claims; assessing exactly the reserve associated with each claim; reporting regularly; minimising unnecessary costs; avoiding protracted legit disputation; dealing with claimants carefully; and expediting claims handling. Amorose (2011) opined that the key areas insurers should take critical look at in achieving operational excellence in claims management are: leveraging advanced analytics, supplier management, legal cost management, technology enablement, and fraud detection. According to Wilberforce (2015), claims process commences at underwriting function which is guided by structured losses experience data. An experiential revelation by Jacob (2007) noted that in addressing the various challenges in the insurance claims management process, a set of technology-related processing significant to enhancing claim have been identified as follows: (i) An integrated and flexible architecture; (ii) Business intelligence enable by more sophisticated data management, analysis and reporting throughout the enterprise; (iii) Deeper integration of business processes, as well as visibility provided by monitoring, alerts, and reporting; (iv) increased collaboration; (v) support for mobile workers; (vi) cost-effective migration from legacy systems; and (vii) industry and technology standards.

INSURANCE
In  economic  term s, insurance refers  t o  the pooling  mechanism for  reducing  the  down- side  of  risk  through resource  reallocation from good to storm y states of the world: Insurance  reimburses  an  individual for  some  or all  of  a  financial  loss that  is  linked  to  an  unpredictable event  or  risk.  This  protection  is  accomplished     through a     pooling mechanis m whereby m any individuals  who are  vulnerable  to  the particular  risk  are  joined  together into a risk pool. Each person pa ys a sm all amount of money , known as a premium,  into  the  pool, which  is then  used  to compensate  the  unfortunate  individuals  who  do  actually suffer a loss. Insurance reduces vulnerability by replacing the uncertain prospect of large losses wit h the certainty  of making  small,  regular  premium   payments   (Churchill   et   al., 2003). Typically, risk coverage is provided through a  policy  from an  insurance  company.  The extent  to  which  the  insurer  success fully  facilitates  coverage  ( and  is  able  to  sp read  its risk  assumptions) is  the extent  to  which  the insured  can  take  greater  chances  and  better manage  risk  exposure.  As  such,  insurance markets are crucial for economic growth and a  complementary  stimulus  to  capital  market development. To better understand and facilitate that process,  the  Inter-American  Development  Bank (IDB)—together with the Regional Association   of   Insurance   Companies   (Fundación Interam ericana   de   Empresas   de   Seguros, FIDES) and the Regional Association of Su- pervisors  (Asociación  de  Supervisores  de Seguros  de  Latinoam érica,  ASSAL) is  coordinating  policy-orient ed  research on  the insurance  industry  in the  region,  targeting the  variables  and  factors  that  affect  its  development.  A  survey  of  different  actors  in the  market  has  been carried out  to obtain information  about  perceptions  of  the  industry  and  its status. This represents  the  first attempt  to  systematically  analyze  the  insurance  market  in  Latin  America  and  the  Caribbean.  By  updating  survey  results  periodically,  this  IDB-FIDES- ASSAL  research  effort  will  provide  a  long -term view  of insurance in the region and perm it for mulation of more  accurate  and  specific  policy recommendations. The first step is to spotlight the most  important  issues  f or  the  development of  insurance markets  in Latin  America  and the Caribbean. At the end of 2004, insurance markets in the region  were  relatively  underdeveloped  and widely   divergent, despite   evidence   of a growing  demand  for  risk  coverage  by  the private  sector.  Premium  volume  in  Latin America an d the Caribbean for life and not- life  insurance  totaled about  2.5  percent  of regional   gross   domestic   product   (GDP) (com pared to 8 percent in Europe, 7 percent in  Asia,  and 9  percent  in  the  Unite d  States) and  just  1.5  percent  of  insurance  business worldwide.  Moreover,  the  region’s  business is concentrated in a few countries, with m ore than  90  per cent  of the  premium s  written  in Argentina, Brazil, Chile, Colombia, Mexico, and  Venezuela  (Swiss  Re,  2004).  Figure  1 shows  that  not  only  is  there  room for  m ore insurance market penetration (premium s as a percent  of  GDP),  but  also for better, greater “density”  (premium per  capita  in  US $),  that is,  for  a  more  competitive,  deep,  and  efficient  insurance  m arket.  Evidence  suggests that  weaknesses  in  the  infrastructure  sup- porting    insurance  operations,  immature marketing and product delivery mechanism s and  know-how,  may  be  slowing  down  the growth  of  efficient  insurance  markets.  W e see  evidence  of  this  in as much  as  insurance products  are  still  perceived  as  too  complex by  consumers,  unreliable  as  financial  risk management tools (claims processing is perceived  as  opaque  and  unreliable),  and  too expensive.  These  circumstances  create  in efficiencies  th at  prevent  insurance  from exercising  its  full  potential  to  f avor  the allocation  of  resources  and  economic  growth.  Of course, insurance market s vary from country to country and there are also success stories in  some  countries  or  in  the  development  of specific products. 

INSURANCE AND ITS ROLE

The  term underwriting originated  in  one  of the  oldest  current  insurance  markets  in  the world: Lloyd’s of London, which was originally  a  coffee  shop.  Commercial  shipping companies  that  sought  insurance  for  their vessels  would  place  the details  of the  ship and  its  cargo  on  a  chalkboard  in  the  shop. Interested  individuals with  funds  to  insure against  adversities  examined  the  board  and wrote  their  names  under  a  ship’s  details (hence under-writing ),  indicating  that  they had assessed and were willing to take on the associated risks (Churchill et al., 2003). This risk   pooling   provided   both   an   efficient means for protecting against certain types of adversity,  such  as  those  at  sea,  an d  also  a source  of  complexities in  designing  and  delivering insurance products.

INSURANCE AND ECONOMIC ACTIVITY

The  existence  of insurance  markets  facilitates   economic   activity.   This   follows   directly  from  the  id ea  that  risk-averse  individuals a re willing to pay at least a fair premium to ensure compensation should a specific  event  occur  in  the  future.  This  enables some  individuals  to  enter  into  higher  risk activities, offering higher than expected productivity  returns  that  they  would  not  enter otherwise.  An  insurer  supplies  a  contract, which   details   future   payments   covering specified  circumstances.  Such  a  contract  is favorable  to the  insure r,  in so far  a s  the  premium paid is at least as high as the expected payment  to  the  policyholder  (adjusted  for the  probability  of  the  triggering  adversity occurring).  Premium s  charged  to  all  policy- holders  provide  funds  for  those  entitled  to payments.  For  each policy  that  may  incur  a loss to the insurer, the law of large numbers indicates  that  when  the  number  of  contracts increases   and   the   policy   is   appropriately priced (so  that  the  premium equals  the  expected  loss from each  individual  contract) the  insurer  gains  non negative  profits  in  the long  run  and  is  motivated  to  undertake  its custom er’s   risks,   thereby   promoting   economic growth and activity (Moss, 2003). Insurance markets are particularly beneficial for  economic  activity  in  developing  countries, such a s those in Latin America and the Caribbean.  Households  in  developing  countries are exposed to high risk, with important consequences  to  welfare  and  efficiency. These  risks, or  “chances  that  an  event  will cause   dam age   or   loss”   (Churchill   et   al., 2003), are associated with specific incidents such  as  illness,  theft,  or  unemployment,  or with economy-wide events such as a drought or recession. It has long been acknowledged that  these  shocks  have  important  implications,  not  the  least  for  the  poor,  including short-term impairment  of  consumption  and nutrition,  resulting in  calls  for  the  establishment of safety nets and other mechanism s. These  risk s  lead  to  changes  in  the  portfolio of income sources and in asset management, sometimes promoting survival strategies that result   in   inefficient   resource   allocation. Therefore,   expanding   insurance   provision for the poo r is an important instrument with substantial long-term welfare benefits. Typical  survival  strategies  and  their  shortcomings are indicated . The  lack  of  formal  insurance  mechanism s leads  to  inefficient  economic  solutions  that are  also inequitable.  Therefore,  the  development  of  insurance  markets  is  justified  by considerations of both efficiency an d equity. As  Sen  (1999)  states,  the  key  point  is  that insurance  allows  everyone,  and  particularly the  poor,  to  improve  their  economic  potential  and  become  less  prone  to  lean  on  welfare program s .

INSURER RISK

Although  the  primary  purpose  of  insurance is  to  meet  claim s  at  all  times,  insurers  are exposed to a number of risks. Solvency risks are either technical or r elated to investment. Technical  risks  are  of  two  types:  under pricing and under provision. Under pricing occurs when  the  insurer  attracts  buyers  by  setting excessively  low  premium s  that,  combined with  investment  returns,  do  not  cover  the expected  claim s.  Technical  reserves  represent  the  largest  share  of  an  insurer’s  debt, and  they  are  a  measure  of  an  underwriter’s obligations  to  its  policyholders.  Generally speaking,    insurers    are    under provisioned when their technical re serves are in adequate to meet their policy obligations. Investment risk is generated by the insurer’s role as  a  financial  intermediary  and  reflects how  the  insurer ’s  exposure  to  in solvency resembles a bank’s. Market failure is threatened  when  the  market  price  does  no t  reflect the  insolvency  risk.  In  a  world  of  perfect information,  economic  theory  presumes  that com petition and   rational   behavior   ensure that  risk  is  reflected  in  consumers’  willingness  to  pay,  thereby  fostering  efficient  risk management  among  insurers.  To  correctly assess  the  insurer’s  solvency,  however,  the buyer should have accurate data on the joint distribution  of  loss  claim s,  the  return  on  the insure r’s  asset  portfolio,  and  the  technical reserves  that  the  in surer  will  hold  when benefits  are  paid.  Since  such  information  is in  practice  costly  or  unavailable  for  buyers, it is plausible to think that they cannot fully assess  the  financial  strength  of  their  insurer or  the  quality  of the insurance  contract.  In addition  to  technical  an d  investment  risks, the insurer also is expos ed  to  the  possibility of  default  by  a  partner  (for  example,  a  re- insure r) or of mismanagement, as well as to systemic risk. These considerations point to two important aspects  of  asymmetric  information  that  can prom pt market failure: moral hazard and ad- verse   selection. 2 Moral   hazard refers   to situations  in  which  one  side  of  the  market cannot  observe  the  actions  of  the  other.  For this reason, it is sometimes called a “hidden action   problem ”   (Varian,   1990).   Adverse selection occurs when a negotiation between two  people  with  different  amounts  of  information  (that  is,  asymmetric  information)  restricts  the  quality  of  the  good  being  traded. This typically happens because th e more in- for med  person  is  able to  negotiate  a  favor- able exchange. 

INSURANCE, REGULATION AND SUPERVISION

Moral hazard and adverse selection are typical  form s  of asymmetric  inf ormation  that lead  to  risk  of insolvency  as  well  as  to  under provision of insurance products. They justify the need f or government in terventio n in  insurance  markets  through  legal  provision,   regulation   and   supervision   (OECD, 2003). The importance of insurance regulation and supervision also is reinforced by the integration of world   insurance markets, which    requires    an    adequate    regulatory framework in each jurisdiction . The danger of m oral hazard increases when- ever  the  government  establishes  implicit  or explicit  guarantees  against  insolvency.  The promise of bailouts removes incentives from policy holder s  to  consider  insurer s’  financial strength when buying insurance coverage. User  perceptions  of  regulation  and  supervision combine with those of capital adequacy to help shape the evolution and development of insurance markets. Therefore, public pol- icy  is  a  significant  factor  in  strengthening insurance  markets in  La tin  America and  the Caribbean,   particularly   in   identifying   the limits  of  government intervention to  pro- mote  the  insurance  business  and  avoid  under provision  and  financial  disruptions,  as well as to ensure welfare gains (Greene, 1976). 

Insurance Claims Manual 

The claims manual, according to the State of Louisiana Office of Risk Management (2011), is developed purposely to provide useful information on insurance language to use in agency contract with outside vendors, contractors or lessees. It is thus used as a guideline and to provide recommendations of limits and coverages. The insurance policy section of the claim manual usually contains brief description of individual insurance and not treated as a replacement for the relevant policy documents (Aon Risk Solution, 2013). Edward (2001)opined that an insurer’s claim manual is usually needful whenever there is a suit against insurance companies.

Insurance Claims Fraud 
Quite a number of studies have established the relationship between insurers’ claim managerial behaviour and insurance fraud (Crocker & Jennyson, 2002; D’Arcy, Derrig & Weisberg, (nd), Derrig, 2002; Derrig & Weisberg 2004; Dionne, Giuliano, & Picard, 2009; Loughran 2005; Shiller, 2006). Fraud, as cited in Brennan (2012), is seen as a deliberate act that is contrary to law, rule or policy with intent to obtain unauthorized financial benefit. Kuria and Moronse (2014) as cited in Yusuf and Ajemunigbohun (2015) described fraud as an act or omission with the intention to making one gain advantage illicitly or dishonestly in dealings that can be accomplished by intentionally concealing, suppressing, misrepresenting or nondisclosure of relevant fact significant to transactions of financial decision; misappropriating assets; and abusing fiduciary responsibility or position of trust. An earlier submission by Derrig (2002) opined insurance fraud as a criminal act which involves obtaining monetary gain from insurer or insured through misrepresentation of facts or false pretences. Coalition Against Insurance Fraud (1999) earlier proposed insurance fraud laws as essential to combating the increasing effect of fraud on the cost of insurance. However, the studies of Roder and Jamieson (2005) and SAS (2012) noted two distinct types of fraudulent claims as: opportunistic and planned/professional. According to Yusuf and Babalola (2009), opportunistic fraud is categorized as the most prevalent insurance fraud within the insurance market. Insurance Europe (2013) argued that fraud affects every type of insurance, be it non-life, life and health insurance protection. According to Singh, Parekh, Indge, Bali, & Torpey (2011), the various types of fraud affecting insurance companies are: commission rebate, fake documentation, collusion between parties, and misspelling. Yusuf (2010) stated four classes of insurance fraud to include: internal fraud, intermediary fraud, policyholder fraud and insurer fraud Roder and Jamieson (2005) opined that the true economic cost of insurance is near impossible to quantify. To this end, Chartered Global Management Accountant (2012) had suggested effective anti-fraud strategy to include: prevention, detection, response and deterrence. Meanwhile, a combination of prevention, detection and response measures can assist to create an effective fraud deterrent. For further submission, while fraud prevention strategy is said to composed of: a sound ethical culture and sound internal control systems; the key tools for detecting fraud include: training and experience combined with the necessary mindset that fraud is always a possibility. Lexis-Nexis (2014) suggested that tactics to preventing insurance fraud must be integrated with insurers’ operational activities to guaranteeing the following: ensuring secure information management; enhancing operational efficiency; improving investigative efficiency; minimizing false-positive results and promoting compliance with global regulations. Therefore, taking an assessment technique, according to IBM (2012), insurance companies are guaranteed with the following: preventing fraud at the time of policy submission; predicting fraud at the intake of claims; identifying fraud during adjudication; discovering fraud by examining patterns in data; investigating fraud more efficiently by reducing false positives and accelerating the investigation process; and visualizing trends to continuously enhancing anti fraud efforts.

2.2
THEORETICAL FRMAEWORK

Theory of Financial Intermediation Information Asymmetry 

Current theories of the economic role of financial intermediaries build on the economics of imperfect information that began to emerge during the 1970s with the seminal contributions of Akerlof (1970), Spence (1973) and Rothschild and Stiglitz (1976). Financial intermediaries exist because they can reduce information and transaction costs that arise from an information asymmetry between borrowers and lenders. Financial intermediaries thus assist the efficient functioning of markets; any factors that affect the amount of credit channeled through financial intermediaries can have significant macroeconomic effects. There are two strands in the literature that formally explain the existence of financial intermediaries. The first strand emphasizes financial intermediaries’ provision of liquidity. The second strand focuses on financial intermediaries’ ability to transform the risk characteristics of assets. In both cases, financial intermediation can reduce the cost of channelling funds between borrowers an lenders, leading to a more efficient allocation of resources. Diamond and Dybvig (1983) analysed the provision of liquidity (the transformation of illiquid assets into liquid liabilities) by banks. In Diamond and Dybvig’s model, ex ante identical investors (depositors) are risk averse an uncertain about the timing of their future Consumption needs. Without an intermediary, all investors are locked into illiquid long-term investments that yield high payoffs only to those who consume late. Those who must consume early receive low payoffs because early consumption requires premature liqudiation of long-term investments. Banks can improve on a competitive market by providing better risk sharing among agents who need to consume at different (random) times. An intermediary promising investors a higher payoff for early consumption and a lower payoff for late consumption relative to the non-intermediate case enhances risk sharing and welfare. The optimal insurance contract in Diamond an Dybvig’s model is a demand deposit contract, but it has an undesirable equilibrium (bank run), in which all depositors panic and withdraw immediately, including even those who would prefer to leave their deposits in the bank if they were not concerned about the bank failing. Bank runs cause real economic problems because even “healthy” banks can fail, leading to a recall of loans and the termination of productive investment. 

CHAPTER THREE

RESEARCH METHODOLOGY

3.1
INTRODUCTION


In this chapter, we described the research procedure for this study. A research methodology is a research process adopted or employed to systematically and scientifically present the results of a study to the research audience viz. a vis, the study beneficiaries.
3.2
RESEARCH DESIGN

Research designs are perceived to be an overall strategy adopted by the researcher whereby different components of the study are integrated in a logical manner to effectively address a research problem. In this study, the researcher employed the survey research design. This is due to the nature of the study whereby the opinion and views of people are sampled. According to Singleton & Straits, (2009), Survey research can use quantitative research strategies (e.g., using questionnaires with numerically rated items), qualitative research strategies (e.g., using open-ended questions), or both strategies (i.e., mixed methods). As it is often used to describe and explore human behaviour, surveys are therefore frequently used in social and psychological research.
3.3
POPULATION OF THE STUDY


According to Udoyen (2019), a study population is a group of elements or individuals as the case may be, who share similar characteristics. These similar features can include location, gender, age, sex or specific interest. The emphasis on study population is that it constitute of individuals or elements that are homogeneous in description. 

This study was carried out on the the relationship between effective claims management and the growth of Nigerian insurance industry, using Leadway insurance company, Lagos State as a case study. Staff of Leadway insurance company form the population of the study.
3.4
SAMPLE SIZE DETERMINATION

A study sample is simply a systematic selected part of a population that infers its result on the population. In essence, it is that part of a whole that represents the whole and its members share characteristics in like similitude (Udoyen, 2019). In this study, the researcher adopted the convenient sampling method to determine the sample size. 
3.5
SAMPLE SIZE SELECTION TECHNIQUE AND PROCEDURE

According to Nwana (2005), sampling techniques are procedures adopted to systematically select the chosen sample in a specified away under controls. This research work adopted the convenience sampling technique in selecting the respondents from the total population.

In this study, the researcher adopted the convenient sampling method to determine the sample size. Out of all the entire population of Staff of Leadway insurance company, the researcher conveniently selected 36 out of the overall population as the sample size for this study. According to Torty (2021), a sample of convenience is the terminology used to describe a sample in which elements have been selected from the target population on the basis of their accessibility or convenience to the researcher.
3.6 
RESEARCH INSTRUMENT AND ADMINISTRATION

The research instrument used in this study is the questionnaire. A survey containing series of questions were administered to the enrolled participants. The questionnaire was divided into two sections, the first section enquired about the responses demographic or personal data while the second sections were in line with the study objectives, aimed at providing answers to the research questions. Participants were required to respond by placing a tick at the appropriate column. The questionnaire was personally administered by the researcher.
3.7
METHOD OF DATA COLLECTION

Two methods of data collection which are primary source and secondary source were used to collect data. The primary sources was the use of questionnaires, while the secondary sources include textbooks, internet, journals, published and unpublished articles and government publications.
3.8
METHOD OF DATA ANALYSIS

The responses were analyzed using the frequency percentage tables, which provided answers to the research questions.  The hypothesis was tested using the chi square  and pearson statistical tool.

3.9
VALIDITY OF THE STUDY

Validity referred here is the degree or extent to which an instrument actually measures what is intended to measure. An instrument is valid to the extent that is tailored to achieve the research objectives. The researcher constructed the questionnaire for the study and submitted to the project supervisor who used his intellectual knowledge to critically, analytically and logically examine the instruments relevance of the contents and statements and then made the instrument valid for the study.
3.10
RELIABILITY OF THE STUDY

The reliability of the research instrument was determined. The Pearson Correlation Coefficient was used to determine the reliability of the instrument. A co-efficient value of 0.68 indicated that the research instrument was relatively reliable. According to (Taber, 2017) the range of a reasonable reliability is between 0.67 and 0.87.
3.11
ETHICAL CONSIDERATION

he study was approved by the Project Committee of the Department.  Informed consent was obtained from all study participants before they were enrolled in the study. Permission was sought from the relevant authorities to carry out the study. Date to visit the place of study for questionnaire distribution was put in place in advance.

CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

INTRODUCTION

This chapter presents the analysis of data derived through the questionnaire and key informant interview administered on the respondents in the study area. The analysis and interpretation were derived from the findings of the study. The data analysis depicts the simple frequency and percentage of the respondents as well as interpretation of the information gathered. A total of thirty-six (36) questionnaires were administered to respondents of which only thirty (30) were returned and validated. This was due to irregular, incomplete and inappropriate responses to some questionnaire. For this study a total of 30 was validated for the analysis.

4.1
DATA PRESENTATION
Table 4.1: Demographic profile of the respondents

	Demographic information
	Frequency
	percent

	Gender

Male
	
	

	
	17
	56.7%

	Female
	13
	43.3%

	Age
	
	

	20-25
	9
	30%

	25-30
	8
	26.7%

	31-35
	6
	20%

	36+
	7
	23.3%

	Marital Status
	
	

	Single 
	19
	63.3%

	Married
	11
	36.7%

	Separated
	0
	0%

	Widowed
	0
	0%

	Education Level
	
	

	WAEC
	0
	0%

	BS.c
	25
	83.3%

	MS.c
	5
	16.7%

	MBA
	0
	0%


Source: Field Survey, 2021

4.2
DESCRIPTIVE ANALYSIS

Question 1: Is claims settlement a significant predictor of insurance companies’ underwriting?

Table 4.2:
respondent on question 1

	Options
	Frequency
	Percentage

	Yes
	15
	45.45

	No
	4
	25.97

	Undecided
	11
	28.57

	Total
	30
	100


Field Survey, 2021

From the responses obtained as expressed in the table above, 45.45% of the respondents said yes, 25.97% said no. While 28.57% of the respondent were undecided 

Question 2:  What is the correlation between claims settlement and demand for insurance?

Table 4.3: Respondent on question 2

	Options
	Frequency
	Percentage

	Positive correlation
	13
	58.44

	Negative correlation
	7
	19.48

	Undecided
	10
	22.07

	Total
	30
	100


Field Survey, 2021

From the responses obtained as expressed in the table above, 58.44% of the respondents said positive correlation, 19.48% said negative correlation, while 22.07% were undecided. 
4.3
TEST OF HYPOTHESIS

Ho:    Prompt claims settlement is not a significant predictor of insurance companies’ underwriting.

Hi:    Prompt claims settlement is a significant predictor of insurance companies’ underwriting.

Hypothesis Two

Ho:    There is no significant relationship between claims settlement and demand for insurance.

Hi:    There is a significant relationship between claims settlement and demand for insurance.

Table 4.4: Prompt claims settlement is not a significant predictor of insurance companies’ underwriting.
	Options
	Fo
	Fe
	Fo - Fe
	(Fo - Fe)2
	(Fo˗-Fe)2/Fe

	Yes
	15
	10
	5
	25
	2.5

	No
	4
	10
	-6
	36
	3.6

	Undecided
	11
	10
	1
	1
	0.1

	Total
	30
	30
	
	
	6.2


Source: Extract from Contingency Table




Degree of freedom = (r-1) (c-1)






(3-1) (2-1)






(2)  (1)






 = 2

At 0.05 significant level and at a calculated degree of freedom, the critical table value is 5.991.

Findings

The calculated X2 = 6.2 and is greater than the table value of X2 at 0.05 significant level which is 5.991.
Decision

Since the X2 calculated value is greater than the critical table value that is 6.2 is greater than 5.991, the Null hypothesis is rejected and the alternative hypothesis which states that Prompt claims settlement is not a significant predictor of insurance companies’ underwriting  is accepted.

Table 4.5: Pearson Correlation Table showing the relationship between claims settlement (CS)  and demand for insurance (DFI)
	
	CS
	DFI

	CS
	Pearson Correlation
	1
	.821**

	
	Sig. (2-tailed)
	
	.000

	
	N
	30
	30

	DFI
	Pearson Correlation
	.821**
	1

	
	Sig. (2-tailed)
	.000
	

	
	N 
	30
	30


Source: Survey data, 2021 

**. Correlation is significant at the 0.05 level (2-tailed)

The Pearson Correlation result in Table 4.5 contains the degree of association between CS and DFI. From the result, the Pearson correlation coefficient, r, value of 0.821 was positive and statistically significant at (p< 0.000). This indicates that claims settlement (CS)  will result in demand for insurance (DFI). 

Thus, CS and DFI are correlated positively. 

CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATION

5.1
SUMMARY

In this study, our focus was on the the relationship between effective claims management and the growth of Nigerian insurance industry  using Leadway insurance company Lagos state as a case study. The study specifically was aimed at highlighting the relationship between claims management and insurance companies’ underwriting,and examine the effect of claims settlement on demand for insurance.  A total of 30 responses were validated from the enrolled participants where all respondent are drawn from staff of Leadway insurance company.

5.2
CONCLUSION

Based on the finding of this study, the following conclusions were made:

Prompt claims settlement is a significant predictor of insurance companies’ underwriting.

There is a significant relationship between claims settlement and demand for insurance.

5.3
RECOMMENDATION

Based on the responses obtained, the researcher proffers the following recommendations:

That claims manager should put forward strategic plans to ensuring that insurance claims complaint files are properly kept, monitored and handled for needs that may warrant its usefulness in the future.

That state-of-the-art training mechanism should be put in place to enhance and improve the working pattern of a claim officer, which invariably might affect the organizational efficiency of insurance companies.

Claims handling procedures should be promptly managed to avoid deficiency in organization’s operational objectives. 

More so, regulators and other stakeholders, within the industry, should at regular interval intensify effort to ascertaining the claims handling procedural methods in use by insurance companies in Nigeria;  

Government should ammonize their resources and technical knowhow with the Nigerian insurance industry in ensuring that insurance claims are well designed to curtail fraudulent claims experienced in the past
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APPENDIXE

QUESTIONNAIRE

PLEASE TICK [√] YOUR MOST PREFERRED CHOICE(S) ON A QUESTION.

SECTION A

PERSONAL INFORMATION
Gender

Male ( )

Female ( )

Age

20-25 ( )

25-30 ( )

31-35 ( )

36+ ( )

Marital Status

Single  ( )

Married ( )

Separated ( )

Widowed ( )

Education Level

WAEC ( )

BS.c  ( )

MS.c ( )

MBA ( )

SECTION B

Question 1: Is claims settlement a significant predictor of insurance companies’ underwriting?

	Options
	Please tick

	Yes
	

	No
	

	Undecided
	


Question 2:  What is the correlation between claims settlement and demand for insurance?

	Options
	Please tick

	Positive correlation
	

	Negative correlation
	

	Undecided
	


