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ABSTRACT

This study investigates the impact of business behavior on the purchase of insurance policies
among businesses in Nigeria, with a focus on small and medium-sized enterprises (SMEs) and
corporate organizations. Specifically, the study examines the effects of risk perception, trust in
insurance companies, cost considerations, and awareness and education on insurance adoption. A
descriptive survey research design was employed, and data were collected from 200 respondents
using structured questionnaires. Descriptive statistics were used to summarize respondents’
demographic characteristics and perceptions, while inferential analysis, specifically multiple
linear regression, was employed to test the hypothesized relationships. The results indicate that
risk perception, trust in insurance companies, cost considerations, and awareness and education
significantly influence the adoption of insurance policies among businesses. Risk perception and
awareness were identified as strong positive predictors of insurance purchase, while high cost
was a limiting factor. The study concludes that behavioral factors play a pivotal role in shaping
businesses’ insurance decisions and recommends strategies for insurance providers and
policymakers to enhance trust, improve awareness, and make insurance more accessible and
affordable. The findings provide valuable insights for enhancing insurance penetration,

promoting risk management, and supporting the sustainability of businesses in Nigeria.

Keywords: Business behavior, Risk perception, Trust, Insurance adoption, SMEs, Nigeria
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CHAPTER ONE

INTRODUCTION

1.1 Background to the Study

Insurance serves as a vital risk management tool for businesses, offering protection against
uncertainties such as fire, theft, employee-related accidents, natural disasters, and operational
losses. Globally, insurance has been recognized as a cornerstone for enhancing business
resilience, particularly in economies characterized by volatility and uncertainty. In Nigeria,
businesses operate within a complex risk environment shaped by economic instability,
infrastructural deficits, inflationary pressures, and fluctuating market conditions (Adeoye &
Akande, 2021). These risks heighten the importance of insurance as a safeguard for both large

corporations and small and medium-sized enterprises (SMES).

Despite the increasing availability of diverse insurance products, adoption levels in Nigeria
remain among the lowest globally. The National Insurance Commission (NAICOM, 2023)
reported that insurance penetration in Nigeria stood at approximately 0.5% of GDP, far below
the African average of 3% and significantly lower than South Africa’s 12%. This gap
underscores the limited role insurance currently plays in Nigeria’s economic landscape, despite
its critical importance. SMEs, which account for over 90% of businesses and contribute nearly

48% to Nigeria’s GDP, demonstrate particularly low uptake of insurance, with less than 20% of



registered SMEs reported to have any form of coverage (World Bank, 2022). This indicates a
significant vulnerability within a sector that is central to economic growth and employment

generation.

Business behavior plays a decisive role in shaping these adoption patterns. Business behavior
refers to the attitudes, perceptions, and practices of organizations in decision-making and
resource allocation. Within the insurance context, this includes how firms evaluate risks,
perceive insurance providers, and determine whether to engage with insurance products (Eze,
Okoye & Nwakoby, 2019). For instance, risk-conscious and proactive firms that prioritize long-
term sustainability are more likely to secure comprehensive insurance coverage, thereby
safeguarding their assets and operations. Conversely, cost-sensitive businesses, particularly
SMEs with limited financial capacity, often underinsure or entirely forgo insurance, perceiving it

as an avoidable expense rather than a strategic investment (Olaniyan, 2020).

Comparatively, Nigeria’s low insurance adoption contrasts sharply with trends in other emerging
economies. In Kenya, for example, insurance penetration is estimated at 2.3%, driven by
innovations such as mobile-based microinsurance schemes that make policies more accessible to
small businesses (OECD, 2022). Similarly, India, which also has a large SME base, has achieved
a penetration rate of 4.2% by strengthening awareness campaigns and enhancing trust in

insurance providers through regulatory reforms (IRDAI, 2023). These comparisons highlight the



central role of behavioral factors such as trust, awareness, and perceptions of cost in determining

insurance adoption.

Understanding these behavioral dynamics is therefore critical for improving insurance
penetration in Nigeria. Addressing issues such as lack of awareness, low trust in insurers, and
misconceptions about cost can play a transformative role in encouraging businesses to embrace
insurance. By promoting more risk-conscious behavior, the Nigerian insurance sector can not
only protect business assets but also contribute significantly to economic resilience and long-

term stability.

1.2 Statement of the Research Problem

Insurance is widely recognized as a vital tool for mitigating business risks and ensuring
operational continuity. However, despite its importance, insurance uptake among Nigerian
businesses remains persistently low, especially within the small and medium-sized enterprise
(SME) sector. Recent reports indicate that the trend in insurance adoption has been relatively
stagnant over the past decade, with SMEs exhibiting minimal growth in coverage rates, while

large corporations show moderate but inconsistent uptake (NAICOM, 2023; World Bank, 2022).

Several factors contribute to this trend. Eze, Okoye, and Nwankwo (2019) identified poor risk
perception and limited awareness of insurance benefits as significant barriers. Similarly,

Olaniyan (2020) highlighted financial constraints and the perception of insurance premiums as



an additional operational cost that discourages businesses from purchasing adequate coverage.
Adeoye and Akande (2021) further noted that low trust in insurance providers, combined with
concerns about transparency and the efficiency of claims settlement, weakens business

confidence in engaging with the insurance industry.

While these studies provide valuable insights, they often examine single factors in isolation such
as awareness, cost, or trust without offering a comprehensive view of how multiple behavioral
dimensions interact to influence insurance adoption. Moreover, existing literature provides
limited comparative evidence on the adoption patterns of SMEs versus large enterprises and
tends to focus on individual perspectives, neglecting the collective organizational decision-

making processes that shape insurance purchases.

This study addresses these gaps by adopting an integrated approach that considers the combined
effects of risk perception, trust in insurers, cost considerations, and awareness on insurance
uptake. By framing business behavior as a multidimensional construct, the research seeks to
explain why Nigerian firms despite increasing exposure to operational and market risks continue
to underinsure or remain uninsured. Understanding these behavioral trends will provide both
theoretical insights and practical guidance for policymakers and insurance providers aiming to

increase insurance penetration and enhance business resilience across the country.



1.3 Research Questions

1. How does risk perception affect the purchase of insurance policies by businesses in

Nigeria?

2. What is the effect of trust in insurance companies on the purchase of insurance policies

by businesses?

3. How do cost considerations influence the purchase of insurance policies by businesses?

4. What role does awareness and education play in the purchase of insurance policies by

businesses?

1.4 Objectives of the study

The main objective of this study is to examine the effects of business behaviour on the purchase

of insurance policies in Nigeria. The specific objectives are:

1. To assess the influence of risk perception on the purchase of insurance policies by

businesses.

2. To evaluate the effect of trust in insurance companies on the purchase of insurance

policies by businesses.



3. To investigate the impact of cost considerations on the purchase of insurance policies by

businesses.

4. To examine the role of awareness and education on the purchase of insurance policies by

businesses.

1.5 Hypotheses Of The Study

1. Hi: Risk perception has no significant effect on the purchase of insurance policies by

businesses in Nigeria.

2. Ha: Trust in insurance companies has no significant effect on the purchase of insurance

policies by businesses.

3. Ha: Cost considerations have no significant effect on the purchase of insurance policies

by businesses.

4. Ha: Awareness and education have no significant effect on the purchase of insurance

policies by businesses.

1.6 Significance of the Study

This study is significant as it provides both theoretical and practical contributions across multiple

stakeholder groups in the Nigerian insurance landscape.



For business owners, the study underscores the importance of adopting adequate insurance
coverage as a strategic tool for protecting assets, safeguarding employees, and ensuring business
continuity during unforeseen disruptions. By addressing behavioral barriers such as poor risk
perception and mistrust, the findings will help business owners appreciate insurance not merely
as a cost but as an investment in resilience and sustainability. This is particularly relevant in
Nigeria, where SMEs constitute over 90% of businesses and are most vulnerable to risks such as

theft, fire, economic shocks, and health-related crises.

For insurance companies, the study provides insights into the behavioral and attitudinal factors
influencing insurance adoption. Rather than relying on generic products and conventional
marketing approaches, insurers will gain evidence on how trust, transparency, cost
considerations, and awareness shape business decisions. This will enable them to design more
client-centric products, improve claim settlement processes, and implement effective
communication strategies that resonate with the behavioral tendencies of different business
segments. Ultimately, this can increase insurance penetration rates and foster stronger insurer—

client relationships.

For policymakers and regulators, the study offers empirical evidence to guide interventions
aimed at strengthening Nigeria’s insurance industry. Understanding the behavioral dimensions of
insurance uptake will enable policymakers to design policies that address not only structural

barriers, such as affordability, but also cognitive and psychological constraints, such as mistrust



and low risk awareness. This can lead to more effective public awareness campaigns,
enforcement of insurance-related laws, and the introduction of incentives that encourage
businesses to insure. By doing so, the study supports broader national goals of financial

inclusion, economic stability, and sustainable development.

For the academic community, the study makes an important contribution to scholarship by
situating insurance adoption within the broader framework of behavioral economics, risk
management, and organizational decision-making in emerging economies. Unlike much of the
existing literature that examines insurance primarily from financial or regulatory perspectives,
this research integrates behavioral constructs, thereby enriching theoretical understanding. It also
provides a foundation for comparative studies across developing countries, stimulating further

inquiry into how cultural, economic, and behavioral contexts shape insurance decisions.

1.7 Scope of the Study

This study is delimited to businesses operating within Nigeria, covering selected sectors such
as manufacturing, services, and trade, which constitute the backbone of the Nigerian
economy. Particular emphasis is placed on examining the behavioral factors that influence
the purchase of insurance policies, namely risk perception, trust in insurance companies, cost
considerations, and the level of awareness among business owners and managers. The
research primarily targets small and medium-sized enterprises (SMEs) as well as corporate

organizations, especially those located in urban and semi-urban areas such as Lagos, Abuja,



and Port Harcourt, where business activities are concentrated and insurance products are
more accessible. While SMEs form the majority of enterprises in Nigeria, contributing over
48% to the national GDP and employing about 84% of the labor force (SMEDAN, 2022),
many remain underinsured. Corporate organizations are also included to provide comparative
insights into how scale, resources, and organizational structure affect insurance adoption.
However, the study does not extend to informal businesses or rural-based enterprises, where

insurance penetration is extremely low due to infrastructural and awareness challenges.

1.8 Limitations of the Study

Like every research, this study is not without its limitations. First, limited access to financial
records of businesses may affect the accuracy and depth of the data collected, as some
organizations are often reluctant to disclose detailed financial information. Second, there is the
possibility of respondent bias, as business owners and managers may underreport or misrepresent
their actual insurance practices in order to present their firms in a more favorable light. Finally,
due to time and resource constraints, the scope of data collection is restricted to selected urban
centers, which may limit the generalizability of the findings to businesses operating in rural areas

or less economically active regions of Nigeria.



1.9 Definition of Terms

Business Behavior: Attitudes, practices, and decision-making patterns of organizations

regarding strategic activities, including risk management.

Insurance Policy: A contract providing financial protection against specified risks or

losses.

Risk Perception: The subjective judgment of the likelihood and severity of potential

adverse events.

Trust in Insurance Companies: The confidence businesses have in insurers to honor

claims and act transparently.

Cost Consideration and Profit Orientation: The evaluation of insurance premiums in

relation to expected financial returns.

Awareness and Education: The level of knowledge and understanding businesses have

about insurance products and their benefits.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This chapter reviews existing literature relevant to the study on the effects of business behavior
towards the purchase of insurance policies in Nigeria. It synthesizes conceptual, theoretical, and
empirical perspectives to provide a foundation for understanding how behavioral factors
influence insurance adoption. The review begins with a conceptual clarification of key constructs
such as insurance, business behavior, risk perception, trust, cost considerations, and awareness. It
then examines theoretical frameworks that explain decision-making under uncertainty, including
Expected Utility Theory, Prospect Theory, and insights from behavioral economics.
Furthermore, it reviews empirical studies both in Nigeria and internationally, highlighting
findings on the determinants of insurance uptake among businesses. The chapter concludes by

identifying gaps in the existing literature, which this study seeks to address.

2.2 Conceptual Review

2.2.1 Concept of Insurance

Insurance is fundamentally a contractual arrangement in which one party the insurer commits to

indemnify another the insured against specified losses, in return for premium payments. This

11



mechanism allows businesses to transfer risk, thereby preserving financial continuity and
resilience in the face of unexpected events such as fire, theft, accidents, or natural disasters
(Okoye, 2021). Insurance therefore constitutes a cornerstone of risk management, enabling firms

to protect assets, safeguard operations, and ensure long-term stability.

Globally, insurance plays a critical role not only in risk mitigation but also in advancing financial
inclusion. It provides a safety net for both individuals and businesses, contributing to systemic
stability by reducing the economic vulnerability associated with unforeseen shocks. This
stabilizing function incentivizes investment and innovation by reducing risk aversion (Akinlo &

Apanisile, 2017).

In Nigeria, however, the practice of insurance has struggled to gain widespread traction despite
its relevance for business survival. According to the National Insurance Commission (NAICOM,
2023), insurance penetration remains at approximately 0.5% of GDP, one of the lowest globally.
This figure falls far below the African average of about 3% and South Africa’s penetration rate
of nearly 14%. Relatedly, insurance density in Nigeria is estimated at $6.20 per capita, compared

to $762.50 in South Africa, $40.50 in Kenya, and $22.80 in Egypt (NAICOM, 2023).

The limited penetration of insurance in Nigeria highlights deep-rooted challenges such as low
awareness, poor trust in insurers, high cost of premiums, and weak regulatory enforcement. As a

result, many micro, small, and medium enterprises (MSMESs) which dominate Nigeria’s

12



economy remain vulnerable to risks, operating with little or no insurance coverage (Olaniyan,

2020).

Insurance enhances business continuity, particularly in uncertain economic climates, by
safeguarding firms against catastrophic financial losses. It also fosters entrepreneurial
confidence, as businesses are more willing to expand when their risks are effectively managed
(Oba & Onuoha, 2021). In countries where insurance has been mainstreamed into business
culture, such as South Africa and Kenya, insurance has proven to support investment,
employment creation, and sustainable growth (Kumar & Prasad, 2020). For Nigeria, improving
awareness, designing affordable premium structures, and leveraging technology through
microinsurance and digital platforms could significantly strengthen insurance adoption among

businesses, thereby promoting resilience and inclusive economic development.

2.2.2 Business Behaviour and Insurance Purchase

Business behavior refers to the attitudes, decision-making patterns, and practices adopted by
organizations in managing risks and allocating resources. In the context of insurance, it
encompasses how businesses perceive risks, evaluate insurance products, and determine whether
to purchase coverage. Research evidence shows that organizations with proactive risk
management orientations often view insurance as a strategic investment that enhances long-term

sustainability, while cost-sensitive firms underinsure or entirely avoid insurance, perceiving it as

13



a non-essential expense that increases operational costs (Eze, Nwankwo & Anyanwu, 2019;

Olaniyan, 2020).

In Nigeria, the behavior of businesses towards insurance purchase is shaped by several
interrelated factors. Risk-oriented firms that integrate insurance into their corporate strategy
typically recognize its value in safeguarding assets, protecting employees, and ensuring
continuity during unexpected disruptions. On the other hand, many small and medium-sized
enterprises (SMEs), which dominate the Nigerian economy, often adopt a more cautious
approach driven by limited financial resources, weak trust in insurers, and short-term survival
concerns. This cost-avoidant orientation contributes significantly to the low level of insurance

penetration in the country, currently estimated at about 0.5% of GDP (NAICOM, 2023).

Empirical studies confirm that the way businesses approach risk directly influences their
willingness to engage with insurance markets. Ajemunigbohun and Ayobami (2022) found that
SMEs in Lagos that systematically assessed risks and employed structured risk management
practices were more inclined to purchase insurance policies compared to those that operated
informally without formalized risk assessments. Similarly, Oluwabiyi, Asikhia and Egwuonwu
(2022) noted that relationship factors such as trust, awareness, service quality, and customized
product offerings play an important role in shaping organizational attitudes toward insurance
purchase, as firms tend to adopt favorable behaviors when insurers engage them transparently

and consistently.

14



The emergence of technology is also beginning to influence business behavior toward insurance
in Nigeria. Digital platforms and insurtech innovations provide easier access to affordable
products, improve transparency, and enhance trust, particularly among younger and more tech-
driven firms. Imo and Chilekezi (2025) argued that fintech and insurtech adoption, supported by
effective regulation and digital access, significantly predicts insurance uptake by reducing
information asymmetry and improving confidence in insurance providers. Businesses that adopt
such technological tools display more positive behavioral tendencies toward purchasing

coverage, highlighting the importance of modernizing insurance delivery.

Overall, business behavior toward insurance in Nigeria reflects a spectrum ranging from
proactive, risk-conscious adoption to reluctance and avoidance shaped by cost considerations,
mistrust, and limited awareness. The balance of these behavioral orientations determines not only
individual firm resilience but also the broader role insurance plays in stabilizing and

strengthening the Nigerian economy.

2.2.3 Risk Perception and Insurance Purchase

Risk perception plays a critical role in shaping the insurance purchase decisions of businesses. It
is not only about the objective existence of risks but also how decision-makers interpret and
prioritize them. Slovic (2016) highlights that risk perception is subjective, shaped by

psychological, cultural, and experiential factors. In the business environment, firms that perceive

15



themselves as highly vulnerable to risks such as theft, fire, litigation, or natural disasters are
more likely to adopt insurance as a protective measure. Conversely, firms that believe risks are
either unlikely or manageable without insurance often choose to remain uninsured or
underinsured. This behavior can lead to severe financial disruptions when unforeseen events

occur.

In Nigeria, the perception of risk among businesses, particularly small and medium enterprises
(SMEs), is often distorted by limited awareness and low financial literacy (Adeoye & Akande,
2021). Many entrepreneurs underestimate their exposure to external shocks such as market
volatility, policy changes, or infrastructural breakdowns, which makes them reluctant to
prioritize insurance coverage. Additionally, cultural factors, including a belief in fate or reliance
on informal coping mechanisms like community support, influence how risks are perceived and
managed (Nwankwo & Okoye, 2020). These socio-cultural and psychological orientations

contribute to the consistently low penetration of insurance in the Nigerian business landscape.

More recent studies suggest that businesses with prior negative experiences, such as suffering
losses without insurance, often exhibit a shift in risk perception, becoming more inclined to
purchase coverage (Oladipo & Akinwale, 2022). However, even when risks are recognized,
distrust in insurance providers and concerns over claim settlement processes sometimes

undermine the willingness to purchase policies. Therefore, risk perception is not only about

16



identifying threats but also about the confidence businesses have in insurance as an effective tool

to mitigate those risks (Ajayi & Ibitoye, 2023).

By linking risk perception with insurance purchase, it becomes evident that improving
awareness, enhancing financial literacy, and fostering trust in the insurance system are essential
to encourage businesses in Nigeria to make proactive decisions regarding risk management. This
suggests that interventions targeted at reshaping how businesses perceive risks could
significantly increase insurance uptake, thereby improving resilience and long-term

sustainability.

2.2.4 Trust in Insurance Companies

Trust is a critical determinant of insurance adoption because businesses are more likely to
purchase policies when they have confidence in the ability of insurers to deliver on their
promises. Yusuf, Gbadamosi, and Hamadu (2009) argue that trust is built on the expectation that
insurers will act transparently, honor claims promptly, and provide value for the premiums paid.
Where such confidence exists, businesses perceive insurance as a reliable mechanism for risk
transfer. However, when doubts arise regarding claim settlement, contract enforcement, or the

integrity of insurers, businesses become reluctant to commit resources to insurance policies.

In Nigeria, low levels of trust in insurance institutions have consistently undermined insurance

penetration. Many businesses perceive insurers as unreliable, often citing experiences of delayed

17



or outright denial of claims, hidden policy clauses, and bureaucratic bottlenecks in claims
processing (Olaniyan, 2020). These concerns create skepticism and discourage businesses,
particularly SMEs, from investing in insurance as part of their risk management strategies. This
perception is further reinforced by historical instances of insolvency among insurance

companies, which have eroded public confidence in the sector (Okonkwo & Uchenna, 2021).

Recent evidence suggests that businesses are more willing to purchase insurance when insurers
demonstrate strong corporate governance, customer-centric practices, and effective
communication (Ajayi & Ibitoye, 2023). Transparent pricing, digital innovations in claims
management, and regulatory reforms introduced by the National Insurance Commission
(NAICOM) have been identified as measures that could strengthen trust and improve adoption
(NAICOM, 2023). In this regard, trust does not only reflect past experiences but also the
perceived fairness, accountability, and reliability of insurers in managing risks on behalf of

businesses.

By linking trust with insurance purchase, it becomes clear that improving the credibility and
transparency of insurance institutions is essential to fostering positive business behavior toward
insurance in Nigeria. Without addressing trust deficits, even businesses that acknowledge their

risks may remain reluctant to embrace insurance as a viable protective mechanism.
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2.2.5 Cost Considerations and Insurance Purchase

Cost is a major factor influencing the decision of businesses to purchase insurance policies. For
many organizations, especially small and medium-sized enterprises (SMEs), limited financial
resources make premium payments appear as an additional burden on operating expenses. The
perception that insurance is a high-cost, non-essential expenditure often discourages firms from
investing in comprehensive coverage, leading to underinsurance or complete avoidance of

insurance products (Adegbite, 2019).

In Nigeria, the situation is exacerbated by macroeconomic challenges such as high inflation,
currency instability, and fluctuating interest rates. These economic pressures heighten the
sensitivity of businesses to expenditures, causing managers to prioritize immediate cash flow
needs over long-term risk mitigation strategies. Olaniyan (2020) notes that when businesses face
financial constraints, even risk-aware firms may delay or reduce insurance purchases, perceiving

premiums as costs that can be deferred without immediate consequences.

Cost considerations are also influenced by the structure and perceived fairness of insurance
premiums. Many Nigerian businesses feel that premiums do not align with the actual benefits or
value received, particularly when claim settlement is perceived as slow, cumbersome, or opaque.
This mismatch between cost and perceived utility reinforces reluctance to adopt insurance and

contributes to low penetration levels in the SME sector (Adeoye & Akande, 2021).
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However, empirical evidence indicates that cost is not solely a barrier but can also be a driver of
innovation in insurance delivery. The development of microinsurance products, flexible payment
schemes, and bundled coverage options has been shown to improve affordability and encourage
uptake among financially constrained businesses (Okoye, 2021). By offering premiums that
reflect the financial capacity of SMEs, insurers can reduce the perception of cost as a deterrent

and foster more positive business behavior toward insurance.

Therefore, cost considerations play a dual role in shaping insurance adoption. While high
premiums and economic instability can discourage firms from purchasing policies, targeted
pricing strategies, subsidized schemes, and innovative product designs have the potential to
overcome financial barriers and increase insurance penetration. Addressing cost concerns is thus
crucial for enhancing the resilience of Nigerian businesses and promoting sustainable

engagement with the insurance sector.

2.2.6 Awareness and Education

Awareness and education significantly affect how businesses perceive and engage with insurance
products. When business owners and managers possess a clear understanding of the benefits of
insurance and its role in risk management, they are more likely to adopt policies that protect
assets, ensure continuity, and reduce vulnerability to unforeseen events. Awareness encompasses

knowledge of available products, coverage options, claim processes, and the potential financial

20



consequences of being uninsured, while education involves formal or informal programs that
build the skills and confidence to make informed insurance decisions (Eze, Okoye & Nwakoby,

2019).

Empirical evidence from developing countries indicates that awareness and education are critical
drivers of insurance uptake. For instance, in India and Kenya, sustained awareness campaigns,
financial literacy programs, and regulatory initiatives have significantly improved insurance
penetration among small and medium-sized businesses (OECD, 2022; IRDAI, 2023). These
programs not only inform businesses about the benefits of insurance but also enhance trust in

insurers and reduce misconceptions about premiums and claim processes.

In Nigeria, the lack of widespread insurance literacy remains a major barrier to adoption. Many
SMEs operate without formal knowledge of the types of insurance available, the processes for
purchasing coverage, or the implications of inadequate protection (Olaniyan, 2020). Limited
education on risk management often results in underestimation of potential losses, leaving
businesses vulnerable to shocks such as fire, theft, economic instability, or health crises.
Additionally, low awareness contributes to mistrust, as firms may perceive insurance as a
complex, opaque, or non-beneficial financial instrument rather than a strategic risk management

tool.
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Studies suggest that targeted interventions can substantially improve adoption. Structured
awareness campaigns, workshops, seminars, and the integration of insurance education into
entrepreneurship and business training programs can help bridge the knowledge gap. Regulatory
reforms and digital innovations, such as online policy guides and mobile-based insurance
platforms, further facilitate understanding and accessibility, especially for SMEs in urban and
semi-urban areas (Ajayi & Ibitoye, 2023). Overall, awareness and education are foundational to
shaping positive business behavior toward insurance. By enhancing knowledge, reducing
misconceptions, and building confidence in insurers, educational initiatives can increase
adoption rates, strengthen organizational resilience, and contribute to broader economic stability

in Nigeria.

2.3 Theoretical Review

2.3.1 Expected Utility Theory

The Expected Utility Theory, developed by Von Neumann and Morgenstern (1944), provides a
foundational framework for understanding decision-making under conditions of risk and
uncertainty. The theory proposes that individuals and organizations evaluate uncertain outcomes
based on their expected utility rather than merely the expected monetary value. In essence,
decision-makers weigh the benefits of avoiding potential negative outcomes against the costs

incurred to mitigate those risks.
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Applied to insurance, the theory implies that businesses are likely to purchase insurance when
the perceived utility of protection against potential losses exceeds the disutility of paying
premiums. Risk-averse firms, which prioritize long-term stability and continuity, typically
perceive insurance as a valuable instrument for safeguarding assets, maintaining operations
during disruptions, and minimizing exposure to catastrophic financial shocks. This approach
aligns the firm's risk management strategy with its broader objectives of sustainability and

resilience.

In the Nigerian context, however, the principles of expected utility are often not fully realized,
especially among small and medium-sized enterprises (SMEs). Many SMEs underweight the
potential utility of insurance because of limited financial resources, low risk awareness, or a
focus on short-term cost minimization. Adeoye and Akande (2021) observe that Nigerian SMEs
frequently prioritize immediate financial outlays over long-term expected benefits, leading to
low insurance uptake despite significant exposure to operational and environmental risks. This
discrepancy between theoretical expectation and observed behavior underscores the importance
of integrating risk perception, trust, cost considerations, and awareness into the analysis of

business decisions regarding insurance purchase.
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2.3.2 Prospect Theory

Prospect Theory, developed by Kahneman and Tversky (1979), offers an alternative to the
Expected Utility Theory by emphasizing how individuals and organizations actually behave
under conditions of risk. The theory highlights that people tend to overweight potential losses
relative to equivalent gains, a phenomenon known as “loss aversion.” In the context of insurance,
businesses may perceive premium payments as immediate and certain losses, whereas the
benefits of insurance such as compensation in the event of accidents, theft, or natural disasters—
are uncertain and temporally distant. This cognitive bias can lead firms to avoid purchasing

insurance even when it is objectively beneficial in mitigating long-term risks.

In Nigeria, the implications of Prospect Theory are particularly pronounced. Many SMEs exhibit
a heightened sensitivity to short-term expenditures due to financial constraints, which magnifies
the perception of insurance premiums as sunk costs with uncertain returns. This tendency is
further exacerbated by low trust in insurers, historical delays in claim settlements, and perceived
opacity in policy terms, which reinforces the belief that purchasing insurance offers limited
tangible benefits (Olaniyan, 2020). Consequently, despite being aware of their vulnerability to
operational, market, and environmental risks, firms may choose to remain uninsured, reflecting

behavioral patterns consistent with loss aversion.
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By applying Prospect Theory to business behavior, it becomes evident that overcoming
psychological barriers such as loss aversion and mistrust is critical for increasing insurance
adoption. Interventions such as clear policy communication, guaranteed claim settlement
mechanisms, and targeted awareness campaigns can reduce perceived uncertainty and encourage

businesses to recognize the long-term value of insurance.

2.3.3 Behavioral Economics Perspective

Behavioral economics extends the understanding of decision-making beyond traditional rational
models by incorporating psychological and cognitive biases that shape organizational behavior.
Business decisions regarding insurance are often influenced by biases such as overconfidence,
optimism, and framing effects. Overconfidence bias occurs when firms believe that adverse
events are unlikely to affect them, leading to underestimation of risks and lower engagement
with insurance products (Slovic, 2016). Optimism bias further reinforces this behavior, as
businesses may assume that potential losses are improbable or manageable without formal risk

transfer mechanisms.

Framing effects also play a significant role in shaping insurance uptake. The manner in which
insurance products are presented whether as essential risk protection or optional expenditure can
influence business perceptions and purchasing decisions. In Nigeria, poorly framed insurance

offerings and complex policy language contribute to confusion and skepticism among SMEs,
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discouraging adoption (Eze, Okoye & Nwakoby, 2019). Conversely, when insurers present
policies in a simplified, transparent, and benefits-focused manner, businesses are more likely to

appreciate the value of insurance and incorporate it into their risk management strategies.

2.3.4 Institutional Theory

Institutional Theory, developed by DiMaggio and Powell (1983), provides a framework for
understanding organizational behavior as a response to societal norms, regulatory pressures, and
institutional expectations. According to this theory, firms do not operate solely based on rational
risk assessments but are also influenced by external pressures that shape conformity and
legitimacy. In the context of insurance, businesses may adopt coverage not only to manage risks

but also to comply with regulatory requirements, contractual obligations, or industry norms.

In Nigeria, large corporations are often subject to regulatory mandates and contractual
stipulations that require them to maintain specific insurance policies, such as workers’
compensation, fire insurance, or liability coverage. Compliance with these institutional pressures
ensures operational legitimacy, protects corporate reputation, and avoids legal penalties.
Conversely, SMEs, which frequently operate in less regulated sectors and informal markets, face
weaker institutional pressures. As a result, these businesses are less likely to prioritize insurance,
highlighting the critical role of policy, enforcement, and institutional incentives in driving

adoption (Adeoye & Akande, 2021).
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Institutional Theory emphasizes that policy frameworks, industry standards, and professional
norms can act as catalysts for insurance uptake. When insurers, regulators, and trade associations
collaborate to establish clear standards, reporting requirements, and enforcement mechanisms,
businesses particularly SMEs are more likely to perceive insurance as a necessary and legitimate

aspect of risk management, rather than an optional expense.

2.3.5 Information Asymmetry Theory

Information Asymmetry Theory, as articulated by Akerlof (1970), explains the challenges that
arise when one party in a transaction possesses more or better information than the other. In the
insurance sector, this imbalance typically exists between insurers, who have detailed knowledge
of policy terms, pricing structures, and claims procedures, and businesses, which often lack

adequate understanding of these elements.

In Nigeria, information asymmetry significantly contributes to low insurance adoption.
Businesses may fear being exploited, overcharged, or denied fair compensation due to their
limited knowledge of policy intricacies. This perceived risk of unfair treatment reinforces
mistrust in insurers and increases reluctance to purchase coverage, particularly among SMEs that

lack dedicated risk management or legal advisory support (Olaniyan, 2020).

Poor communication from insurers and the complexity of insurance products exacerbate these

information gaps, making it difficult for businesses to evaluate the value and effectiveness of
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coverage. Addressing these challenges requires increased transparency, simplified policy
documentation, client education, and proactive disclosure of claims procedures. By reducing
information asymmetry, insurers can build trust, enhance perceived fairness, and encourage more
businesses to adopt insurance policies as part of their risk management strategies (Ajayi &

Ibitoye, 2023).

Both Institutional Theory and Information Asymmetry Theory highlight the importance of
external pressures, regulatory frameworks, and transparent communication in shaping business
behavior toward insurance. While institutional pressures can compel compliance, reducing
information gaps ensures that businesses make informed and confident decisions regarding

insurance adoption.

2.4 Empirical Review

2.4.1 Risk Perception and Purchase of Insurance Policy

Several studies have emphasized the role of risk perception in influencing insurance adoption.
Eze, Okoye and Nwankwo (2019) discovered that Nigerian SMEs with higher perceptions of
vulnerability to risks such as fire, theft, or accidents were more inclined to purchase insurance
policies. Similarly, Osei-Assibey et al. (2020) in Ghana found that businesses that recognized
insurance as a means of risk transfer showed higher levels of uptake. However, where risk

perception is low, firms underestimate potential losses and are less likely to adopt insurance.
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This implies that businesses’ perception of their exposure to risks significantly shapes their

purchasing behavior toward insurance policies.

2.4.2 Awareness and Knowledge and Purchase of Insurance Policy

Awareness and knowledge of insurance products also play a vital role. In Nigeria, Oba and
Onuoha (2021) established that poor knowledge of insurance services negatively influences the
adoption of insurance among small business owners. A similar study by Irungu and Waema
(2018) in Kenya revealed that awareness campaigns improved SME participation in
microinsurance schemes. These findings suggest that businesses with a better understanding of
insurance terms, benefits, and claims processes are more likely to purchase insurance policies,

while lack of knowledge contributes to low patronage.

2.4.3 Trust in Insurers and Purchase of Insurance Policy

Trust has consistently been identified as a critical determinant of insurance adoption. In a
Nigerian study, Olaniyan (2020) reported that many SMEs refrained from purchasing insurance
policies due to mistrust in insurers, arising from perceived delays and irregularities in claims
settlement. In South Africa, Smith and Vance (2017) similarly concluded that credibility and
reputation of insurers positively affect business willingness to adopt insurance. Thus, higher trust
levels between insurers and businesses foster increased purchase of insurance policies, while

mistrust remains a barrier.
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2.4.4 Cost Considerations and Purchase of Insurance Policy

Cost remains a major behavioral factor shaping insurance decisions. Adeoye and Akande (2021)
found that Nigerian businesses often perceive insurance premiums as high, discouraging
adoption, particularly among SMEs with limited financial capacity. Conversely, a study by
Outreville (2018) in developing economies revealed that affordable and flexible premium
options significantly increase uptake of insurance policies by small enterprises. This indicates
that when businesses perceive premiums as affordable and commensurate with expected benefits,

they are more likely to purchase insurance policies.

2.4.5 Regulatory Influence and Purchase of Insurance Policy

The influence of regulation and institutional requirements on insurance adoption is equally
significant. In Nigeria, Afolabi and Dada (2019) observed that sectors with mandatory insurance
requirements, such as the oil and gas sector, recorded higher compliance compared to informal
SMEs, which operate in less regulated environments. Similarly, studies in India by Kumar and
Prasad (2020) highlighted that government-enforced insurance schemes promoted widespread
adoption among small enterprises. This demonstrates that strong regulatory influence and

enforcement positively shape businesses’ purchase of insurance policies.
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2.5 Summary and Gap in the Literature Reviewed

The literature reviewed reveals that business behavior plays a significant role in shaping the
purchase of insurance policies in Nigeria and other developing countries. From the conceptual
review, it is evident that factors such as risk perception, awareness and knowledge, trust in
insurers, cost considerations, and regulatory influence are the most prominent behavioral
determinants influencing insurance uptake. The theoretical perspectives, including the Theory of
Planned Behavior and Prospect Theory, further support the argument that business decision-
making in uncertain environments, such as insurance markets, is largely shaped by perception,

attitudes, and external influences.

The empirical studies reviewed indicate that businesses with high risk perception, adequate
awareness, and greater trust in insurers are more likely to adopt insurance policies. Similarly,
affordability of premiums and the presence of regulatory enforcement were found to increase
insurance uptake among businesses. However, businesses characterized by poor knowledge,
mistrust in insurance companies, and negative perceptions of cost are generally reluctant to
purchase insurance policies. The empirical evidence drawn from both Nigerian and international

contexts shows consistent support for the influence of behavioral factors on insurance adoption.

Despite these insights, several gaps remain in the existing body of knowledge. First, many of the

reviewed studies in Nigeria focus narrowly on a single determinant, such as risk perception or
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cost of premiums, without adopting a holistic approach that considers multiple business
behaviors simultaneously. Second, much of the evidence is drawn from individual or household
insurance adoption, with limited focus on businesses, particularly SMEs, which dominate
Nigeria’s economy. Third, existing research often highlights the challenges of insurance
penetration in Nigeria but provides limited comparative analysis between regulated and
unregulated sectors. Finally, most of the available studies are cross-sectional in design, thereby
failing to capture how shifts in business behavior over time, especially in the post-COVID era,

influence insurance adoption.

This study, therefore, seeks to fill these gaps by providing a comprehensive analysis of how
multiple aspects of business behavior including risk perception, awareness, trust, cost, and
regulation collectively affect the purchase of insurance policies in Nigeria. By focusing
specifically on Nigerian businesses, particularly SMEs and corporate organizations, the study
will offer contextualized insights that can inform policy reforms, insurance product development,

and awareness campaigns aimed at increasing insurance penetration.

2.5 Summary and Gap in the Literature Reviewed

The literature reviewed reveals that business behavior plays a significant role in shaping the
purchase of insurance policies in Nigeria and other developing countries. From the conceptual

review, it is evident that factors such as risk perception, awareness and knowledge, trust in
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insurers, cost considerations, and regulatory influence are the most prominent behavioral
determinants influencing insurance uptake. The theoretical perspectives, including the Theory of
Planned Behavior and Prospect Theory, further support the argument that business decision-
making in uncertain environments, such as insurance markets, is largely shaped by perception,

attitudes, and external influences.

The empirical studies reviewed indicate that businesses with high risk perception, adequate
awareness, and greater trust in insurers are more likely to adopt insurance policies. Similarly,
affordability of premiums and the presence of regulatory enforcement were found to increase
insurance uptake among businesses. However, businesses characterized by poor knowledge,
mistrust in insurance companies, and negative perceptions of cost are generally reluctant to
purchase insurance policies. The empirical evidence drawn from both Nigerian and international

contexts shows consistent support for the influence of behavioral factors on insurance adoption.

Despite these insights, several gaps remain in the existing body of knowledge. First, many of the
reviewed studies in Nigeria focus narrowly on a single determinant, such as risk perception or
cost of premiums, without adopting a holistic approach that considers multiple business
behaviors simultaneously. Second, much of the evidence is drawn from individual or household
insurance adoption, with limited focus on businesses, particularly SMEs, which dominate
Nigeria’s economy. Third, existing research often highlights the challenges of insurance

penetration in Nigeria but provides limited comparative analysis between regulated and
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unregulated sectors. Finally, most of the available studies are cross-sectional in design, thereby
failing to capture how shifts in business behavior over time, especially in the post-COVID era,

influence insurance adoption.

This study, therefore, seeks to fill these gaps by providing a comprehensive analysis of how
multiple aspects of business behavior including risk perception, awareness, trust, cost, and
regulation collectively affect the purchase of insurance policies in Nigeria. By focusing
specifically on Nigerian businesses, particularly SMEs and corporate organizations, the study
will offer contextualized insights that can inform policy reforms, insurance product development,

and awareness campaigns aimed at increasing insurance penetration.
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CHAPTER THREE

METHODOLOGY

3.1 Introduction

This chapter presents the research methodology adopted for this study, which investigates the
effects of business behavior on the purchase of insurance policies in Nigeria. It outlines the
research design, population of the study, sample and sampling technique, research instruments,
validity and reliability of the instruments, and the methods of data collection and analysis. The
methodology provides a clear framework for conducting the study systematically and ensuring

that the findings are reliable, valid, and replicable.

3.2 Research Design

The study adopts a descriptive survey research design. This design is appropriate as it allows the
collection of quantitative data from business owners and managers regarding their behaviors,
perceptions, and attitudes towards insurance adoption. Descriptive research is suitable for
examining relationships between variables and answering questions about “what,” “how,” and
“to what extent” phenomena occur (Creswell & Creswell, 2018). Through this design, the study
assesses the influence of risk perception, trust in insurance companies, cost considerations, and

awareness on the purchase of insurance policies.
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3.3 Population of the Study

The target population for this study comprises businesses operating in Nigeria, including small
and medium-sized enterprises (SMEs) and corporate organizations across sectors such as
manufacturing, trade, and services. These sectors represent the backbone of the Nigerian
economy and are the primary users of insurance products. The study focuses on urban and semi-
urban areas such as Lagos, Abuja, and Port Harcourt, where business activities are concentrated,

and insurance products are accessible.

3.4 Population of the Study

The population for this study comprises businesses operating in Nigeria, specifically small and
medium-sized enterprises (SMESs) and corporate organizations. The SMEs, which constitute the
majority of businesses, have a total population of 1,500 and are primarily located in Benin City,
Nigeria. Corporate organizations, which are larger firms with structured operations, have a total

population of 200. Therefore, the combined population for the study is 1,700 businesses.

3.5 Sample Size

The sample size for this study was determined using a proportionate sampling approach to ensure
representativeness of the population. A total of 200 respondents were selected from the
combined population, drawn from both SMEs and corporate organizations. The sample was

distributed proportionally based on the size of each business category. This sampling strategy
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ensures that the selected respondents adequately reflect the characteristics of the population,

providing a reliable basis for data collection and analysis.

3.5 Research Instrument

The primary instrument used for data collection in this study is a structured questionnaire,
designed specifically to address the objectives of the research. The questionnaire captures
detailed information from respondents regarding their business behavior and adoption of
insurance policies. It is organized into five main sections. The first section collects demographic
information about the respondents, including the type of business, size, sector, and years of
operation. The subsequent sections focus on the key variables of the study. Section B examines
respondents’ perception of risks associated with their business operations and insurance. Section
C explores the level of trust that businesses have in insurance companies, while Section D
investigates cost considerations and the affordability of insurance policies. Section E evaluates
the level of awareness and education that business owners possess regarding available insurance
products. To measure the intensity of respondents’ attitudes and perceptions across Sections B to
E, a five-point Likert scale is employed, ranging from 1, representing “Strongly Disagree,” to 5,
representing “Strongly Agree.” This scale enables the study to quantify subjective responses and

facilitate statistical analysis of the variables.
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3.6 Validity of the Instrument

To ensure content validity, the questionnaire is reviewed by experts in insurance and business
research. Suggestions provided by academic supervisors and industry practitioners are
incorporated to ensure clarity, relevance, and comprehensiveness. Construct validity is achieved
by aligning each item with specific research objectives and hypotheses, ensuring that the

instrument accurately measures the intended variables (Sekaran & Bougie, 2019).

3.7 Reliability of the Instrument

Reliability of the questionnaire is established through a pilot test conducted with 30 respondents
from businesses not included in the main sample. Cronbach’s alpha coefficient is used to
measure internal consistency, with values above 0.70 considered acceptable for social science
research (Nunnally & Bernstein, 1994). The pilot test ensures that the items produce consistent

and replicable responses across respondents.

3.8 Method of Data Collection

Data are collected using self-administered questionnaires distributed to the selected respondents.
For SMEs, face-to-face administration is conducted in business premises to ensure a high
response rate. For corporate organizations, questionnaires are sent electronically via email and
follow-up calls are made to encourage completion. The data collection process spans four weeks

to allow sufficient time for retrieval and clarification of responses.
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3.9 Method of Data Analysis

The data collected for this study are analyzed using both descriptive and inferential statistical
techniques. Descriptive statistics, including percentages, frequencies, means, and standard
deviations, are employed to summarize demographic information and responses from the Likert-
scale items. This provides an overall understanding of respondents’ characteristics and their

attitudes, perceptions, and behaviors regarding insurance adoption.

For inferential analysis, multiple linear regression is used to examine the relationship between
business behavior and the purchase of insurance policies. The independent variables considered
in the analysis are risk perception (RP), trust in insurance companies (TI), cost considerations
(CC), and awareness and education (AE), while the dependent variable is insurance purchase
(IP). Hypotheses are tested at a 5% level of significance (a = 0.05) to determine whether the

observed relationships are statistically significant.

The analysis is carried out using the Statistical Package for Social Sciences (SPSS), which
facilitates the generation of tables, charts, and regression outputs for clear interpretation of

findings.

3.10 Model Specification

To examine the effect of business behavior on insurance purchase, this study adapts the

framework used by Eze, Nwankwo, and Okafor (2019), who investigated factors influencing
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insurance adoption among Nigerian businesses. Their model emphasizes behavioral constructs
such as risk perception, trust in insurance providers, cost considerations, and awareness as key
determinants of insurance uptake. By adapting this model, the present study operationalizes these
variables to suit the broader population of SMEs and corporate organizations in Nigeria, thereby

enhancing the relevance and applicability of the analysis.
The multiple linear regression model is expressed as follows:
IP=P0+B 1 RP+P2TI+B3CC+P4AE+e
Where:

e IP = Insurance Purchase (dependent variable)

e RP = Risk Perception

e TI=Trust in Insurance Companies

e CC = Cost Considerations

e AE = Awareness and Education

e Bo = Constant term

e By, B2, B3, B2 = Regression coefficients indicating the strength and direction of the

relationship between each independent variable and insurance purchase

40



o &= Error term representing unexplained variation in insurance purchase

By adopting and adapting the model of Eze, Nwankwo, and Okafor (2019), this study ensures
that the analysis is grounded in prior empirical evidence while extending its application to a
larger, more diverse business population across Nigeria. This approach allows for a systematic
examination of the combined effect of behavioral factors on insurance adoption and provides a

robust basis for testing the study’s hypotheses.

3.10 Operationalization of Variables

Variable Measurement Scale Indicator/lItem Examples

Risk Perception (X1) Likert scale (1-5) | Interval | “My business evaluates potential

risks before taking decisions.”

Trust in Insurance Likert scale (1-5) | Interval | “I believe insurance companies

Companies (X2) settle claims fairly and promptly.”

Cost Considerations (X3) | Likert scale (1-5) | Interval | “High insurance premiums prevent
my business from purchasing

policies.”

Awareness & Education | Likert scale (1-5) | Interval | “My business is aware of the

(X4) benefits of insurance policies.”

Insurance Adoption (Y) Likert scale (1-5) | Interval | “My business has purchased
adequate insurance coverage for its

operations.”

Authors compilations 2025
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CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

4.1 Introduction

This chapter presents and analyzes the data collected in accordance with the objectives and
research methodology outlined in Chapter Three. The study examined the effect of business
behavior on the purchase of insurance policies in Nigeria, focusing on four key behavioral
variables: Risk Perception (RP), Trust in Insurance Companies (TI), Cost Considerations (CC),
and Awareness and Education (AE). These variables were evaluated to determine how they

influence Insurance Purchase (IP) among businesses.

A total of 200 guestionnaires were administered to respondents drawn from small and medium-
sized enterprises (SMEs) and corporate organizations in Nigeria. Out of these, 184
questionnaires were properly completed and returned, representing a 92% response rate. The

high response rate indicates strong participation and enhances the reliability of the data.

The data collected were analyzed using both descriptive and inferential statistical tools with the
aid of the Statistical Package for the Social Sciences (SPSS). Descriptive statistics such as
frequencies, percentages, means, and standard deviations were used to summarize respondents’

demographic characteristics and attitudes toward the study variables. Inferential statistics,
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particularly multiple linear regression, were used to examine the extent to which business

behavioral factors influence the purchase of insurance policies.

4.2 Data Presentation

The data collected for this study are presented and analyzed in line with the major variables
identified in the questionnaire, namely Risk Perception (RP), Trust in Insurance Companies (T1),
Cost Considerations (CC), Awareness and Education (AE), and Insurance Purchase (IP). The
descriptive analysis summarizes the responses to provide a clear understanding of the general

patterns that characterize business behavior toward insurance adoption in Nigeria.

The results offer insights into how businesses evaluate risks within their operations and the
extent to which such perceived risks motivate or discourage their engagement with insurance
policies. The analysis also highlights the level of trust that businesses place in insurance
providers, particularly regarding claim settlement and service reliability. Furthermore, the
findings reveal how cost-related factors, including premium affordability and perceived financial
burden, influence the willingness of businesses to purchase insurance products. In addition, the
data shed light on the extent of awareness and knowledge that business owners and managers

possess about available insurance products and their associated benefits.

Beyond the descriptive overview, inferential statistical techniques are applied to examine the

relationships among the study variables. Specifically, multiple regression analysis is used to
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determine the strength and significance of the influence of behaviour variables risk perception,
trust, cost considerations, and awareness on insurance purchase decisions. This analysis,
grounded in the model specified in Chapter Three, provides an empirical assessment of both the
individual and combined effects of business behaviour on insurance adoption among SMEs and

corporate organizations in Nigeria.

4.3 Demographic Characteristics of Respondents

The demographic characteristics of the respondents, including the type of business, nature of
business activity, years of operation, number of employees, and business location, are

summarized in Table 4.1 below.

Table 4.1: Demographic Characteristics of Respondents

Variable Category Frequency | Percentage
(%)
Type of Business Small/Medium Business 140 76.1
Big Company 44 23.9
Total 184 100
Nature of Business Activity | Manufacturing / Making 50 27.2
Products
Services 72 39.1
Trading 46 25.0
Others 16 8.7
Total 184 100
Years of Business Less than 5 years 58 315
Operation
5-10 years 70 38.0
11-20 years 38 20.7
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More than 20 years 18 9.8
Total 184 100
Number of Employees 1-20 102 55.4
21-50 46 25.0
51-100 22 12.0
More than 100 14 7.6
Total 184 100
Business Location Ekosodi 74 40.2
UNIBEN Main Gate 62 33.7
BDPA 30 16.3
Others 18 9.8
Total 184 100

Source: Field Survey, 2025

Narrative Interpretation of Demographic Characteristics

Type of Business

The findings indicate that 76.1% of the respondents operate small or medium-sized businesses,
while 23.9% represent big companies. This distribution shows that the sample comprises largely

SMEs, which aligns with the focus of the study, as SMEs constitute the majority of business

entities in the Nigerian economy.

Nature of Business Activity

The results show that 39.1% of respondents engage in service-based activities, making it the
most represented category. Manufacturing accounts for 27.2%, trading represents 25.0%, while

8.7% fall under other business activities. This indicates a diverse representation of business
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sectors participating in the study, capturing different operational needs and risk profiles relevant

to insurance adoption.

Years of Business Operation

Businesses with 5-10 years of operation form the largest group (38.0%), followed by those with
less than 5 years (31.5%). Additionally, 20.7% have operated for 11-20 years, while 9.8% have
been in existence for more than 20 years. This distribution reflects a balanced mix of both newly
established and long-standing businesses, providing varied perspectives on insurance purchasing

behavior.

Number of Employees

More than half of the respondents (55.4%) employ between 1-20 workers, reflecting the
dominance of micro and small-scale enterprises. Meanwhile, 25.0% have 21-50 employees,
12.0% have 51-100 employees, and 7.6% employ over 100 workers. This confirms that most

businesses sampled are modest in size, which is typical in the Nigerian business landscape.

Business Location

Respondents were drawn from major business clusters within Benin City. About 40.2% operate

in Ekosodi, 33.7% around UNIBEN Main Gate, and 16.3% in BDPA, while 9.8% are located in
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other areas. This distribution demonstrates that the study captured responses from areas with

high business activity and accessibility to insurance services.

4.4 Risk Perception (RP)

This section analyzes the responses of participants on the extent to which Risk Perception (RP)

influences business decisions and insurance adoption in Nigerian SMEs. Respondents were

asked to indicate their level of agreement with statements relating to the evaluation of risks,

awareness of potential business threats, and the perceived importance of insurance in mitigating

these risks. The results are summarized in Table 4.2 below.

Table 4.2: Responses on Risk Perception (RP)

S/N

Statement

SD

D

N

A

SA

Mean

Std.

Dev.

Decision

My
business
checks
risks before
making big
decisions.

6
(3.3%)

12
(6.5%)

24
(13.0%)

98
(53.3%)

44
(23.9%)

4.00

0.88

Agree

Unexpected
events (like
fire, theft,
accidents)
can hurt my
business.

4
(2.2%)

10
(5.4%)

20
(10.9%)

104
(56.5%)

46
(25.0%)

4.05

0.82

Agree

Insurance
helps my
business
manage

2
(1.1%)

8
(4.3%)

18
(9.8%)

106
(57.6%)

50
(27.2%)

4.12

0.79

Agree
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risks.

My
business
makes
plans to
prevent
risks.

6
(3.3%)

14
(7.6%)

28
(15.2%)

96
(52.2%)

40
(21.7%)

3.91

0.87

Agree

Without
insurance,
my
business
could lose a
lot of
money if
something
bad
happens.

4
(2.2%)

10
(5.4%)

22
(12.0%)

102
(55.4%)

46
(25.0%)

4.05

0.81

Agree

Overall
Mean

4.03

0.83

Agree

Source: Field Survey, 2025

The results presented in Table 4.2 indicate that respondents generally agreed that risk perception

significantly influences business decisions and insurance adoption in Nigerian SMEs. The

overall mean score of 4.03 shows a high level of agreement among respondents. The highest

mean value (4.12) reflects strong recognition that insurance helps businesses manage risks

effectively. Similarly, mean values above 4.00 for statements on evaluating risks and recognizing

the impact of unexpected events suggest that SMEs are largely aware of operational risks and the

importance of planning to mitigate them.

These findings imply that businesses with higher risk awareness are more likely to adopt

insurance as a tool to manage uncertainties. This supports prior studies such as Ayanwale (2020)
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and Malik et al. (2019), which emphasized that risk perception is a key determinant of insurance
purchase decisions among enterprises, as it drives proactive planning, risk management, and

protective behaviors.

4.5 Trust in Insurance Companies (TI)

This section analyzes the responses of participants on the extent to which Trust in Insurance
Companies (TI) influences the decision to purchase insurance in Nigerian SMEs. Respondents
were asked to indicate their level of agreement with statements relating to the honesty, reliability,
and professionalism of insurance companies and their agents. The results are summarized in

Table 4.3 below.

Table 4.3: Responses on Trust in Insurance Companies (TI)

S/N Statement | SD D N A SA Mea | Std. | Decisio
n Dev | n
6 I trust 4 12 18 102 48 4.05 | 0.83 | Agree
insurance (2.2% | (6.5% | (9.8%) | (55.4% | (26.1%
companies | ) ) ) )
to keep their
promises.
7 Insurance 6 14 22 98 44 3.96 | 0.87 | Agree
companies | (3.3% | (7.6% | (12.0% | (53.3% | (23.9%
in Nigeria ) ) ) ) )
are honest
and clear.
8 Insurance 2 10 28 104 40 4.00 |0.80 | Agree
companies | (1.1% | (5.4% | (15.2% | (56.5% | (21.7%
handle ) ) ) ) )
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claims fairly

and quickly.
9 My trustin | 4 12 26 100 42 3.97 |0.82 | Agree
an insurance | (2.2% | (6.5% | (14.1% | (54.3% | (22.8%
company | ) ) ) ) )
affects if |
buy from
them.
10 Insurance 4 8 20 106 46 4.09 | 0.79 | Agree
agents are (2.2% | (4.3% | (10.9% | (57.6% | (25.0%
honestand |) ) ) ) )
professional
Overal 4.01 | 0.82 | Agree
| Mean

Source: Field Survey, 2025

The results presented in Table 4.3 indicate that respondents generally agreed that trust in
insurance companies significantly influences the decision to purchase insurance policies in
Nigerian SMEs. The overall mean score of 4.01 demonstrates a high level of agreement among
respondents. The highest mean value (4.09) suggests that participants strongly perceive
insurance agents as honest and professional, while mean scores above 4.00 for statements on

company reliability and claim handling indicate that businesses consider trustworthiness a

critical factor in insurance adoption.

These findings imply that the level of trust in insurance providers plays a key role in shaping the
insurance purchasing behavior of SMEs. This supports prior studies, such as Eze et al. (2019)

and Akinyemi (2020), which emphasized that business confidence in the integrity and
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professionalism of insurance companies and agents strongly influences insurance uptake

decisions.

4.6 Cost Considerations (CC)

This section analyzes the responses of participants on the extent to which Cost Considerations
(CC) influence the decision to purchase insurance in Nigerian SMEs. Respondents were asked to
indicate their level of agreement with statements relating to the affordability of insurance, cost-
benefit perceptions, and price comparison practices. The results are summarized in Table 4.4

below.

Table 4.4: Responses on Cost Considerations (CC)

S/N Statement | SD D N A SA Mean | Std. | Decisio
Dev. | n
11 High 6 12 18 104 44 4.00 |0.84 | Agree
insurance | (3.3% | (6.5% | (9.8%) | (56.5% | (23.9%
costsstop |) ) ) )
my
business
from
buying
insurance.
12 Insurance |8 14 22 96 44 3.95 |0.86 | Agree
costs are (4.3% | (7.6% | (12.0% | (52.2% | (23.9%
more than |) ) ) ) )
the
benefits
for small
businesses.
13 My 4 10 26 102 42 4.03 |0.81 | Agree
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business (2.2% | (5.4% | (14.1% | (55.4% | (22.8%
canpay |) ) ) ) )
insurance
without
hurting
cash flow.

14 | check 2 8 24 108 42 4.05 | 0.78 | Agree
prices (1.1% | (4.3% | (13.0% | (58.7% | (22.8%
from ) ) ) ) )
different
insurance
companies
before

deciding.

15 Lower 4 10 22 104 44 4.03 | 0.81 | Agree
insurance | (2.2% | (5.4% | (12.0% | (56.5% | (23.9%
costs ) ) ) ) )
would

make my
business
buy more.

Overall 4.01 |0.82 | Agree
Mean

Source: Field Survey, 2025

The results presented in Table 4.4 indicate that respondents generally agreed that the cost of
insurance significantly influences the decision to purchase policies in Nigerian SMEs. The
overall mean score of 4.01 shows a high level of agreement among respondents. The highest
mean value (4.05) reflects the practice of comparing prices across insurance providers before
making purchasing decisions. Similarly, mean values above 4.00 for statements on affordability
and willingness to purchase at lower costs suggest that SMEs are cost-sensitive when

considering insurance policies.
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These findings imply that while businesses recognize the importance of insurance, high

premiums can limit adoption, and price comparison plays a critical role in decision-making. This

supports prior studies such as Eze et al. (2019) and Akinyemi (2020), which highlighted that

insurance cost is a major determinant of insurance uptake among SMEs in Nigeria.

4.7 Awareness and Education (AE)

This section analyzes the responses of participants on the extent to which Awareness and

Education (AE) influences the decision to purchase insurance in Nigerian SMEs. Respondents

were asked to indicate their level of agreement with statements relating to knowledge of

insurance types, understanding of benefits, participation in insurance programs, and clarity of

information provided by insurance companies. The results are summarized in Table 4.5 below.

Table 4.5: Responses on Awareness and Education (AE)

S/N

Statement

SD

D

N

A

SA

Mean

Std.
Dev.

Decision

16

| know the
different
types of
insurance
for my
business.

4
(2.2%)

10
(5.4%)

20

(10.9%)

106
(57.6%)

42
(22.8%)

4.03

0.81

Agree

17

I
understand
the
benefits of
having
insurance.

(1.1%)

(4.3%)

22

(12.0%)

108
(58.7%)

40
(21.7%)

4.05

0.78

Agree
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18

| have
gone to
insurance
seminars
or
programs.

6
(3.3%)

12
(6.5%)

28
(15.2%)

96
(52.2%)

42
(22.8%)

3.93

0.86

Agree

19

Insurance
companies
explain
their
products
well.

(2.2%)

10
(5.4%)

24
(13.0%)

104
(56.5%)

42
(22.8%)

4.02

0.82

Agree

20

My
knowledge
about
insurance
affects if |
buy it.

2
(1.1%)

8
(4.3%)

26
(14.1%)

106
(57.6%)

42
(22.8%)

4.05

0.79

Agree

Overall
Mean

4.02

0.81

Agree

Source: Field Survey, 2025

The results presented in Table 4.5 indicate that respondents generally agreed that awareness and
education significantly influence the decision to purchase insurance policies in Nigerian SMEs.
The overall mean score of 4.02 shows a high level of agreement among respondents. The highest
mean value (4.05) reflects strong recognition that understanding the benefits of insurance and
personal knowledge affects purchasing decisions. Similarly, mean scores above 4.00 for

statements on knowing insurance types and clarity of company explanations suggest that SMEs

are well-informed and consider knowledge an important factor in insurance adoption.
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These findings imply that businesses with higher awareness and education about insurance

products are more likely to purchase coverage. This supports prior studies such as Eze et al.

(2019) and Akinyemi (2020), which emphasized that knowledge and understanding of insurance

benefits positively influence insurance adoption among SMEs.

4.8 Insurance Purchase (IP)

This section analyzes the responses of participants on the extent to which SMEs and corporate

organizations purchase and utilize insurance policies in Nigeria. Respondents were asked to

indicate their level of agreement with statements relating to past insurance purchase, perceived

benefits, future intentions, and advocacy to other businesses. The results are summarized in

Table 4.6 below.

Table 4.6: Responses on Insurance Purchase (IP)

S/N

Statement

SD

D

N

A

SA

Mean

Std.
Dev.

Decision

21

My
business
bought at
least one
insurance
policy last
year.

6
(3.3%)

12
(6.5%)

20
(10.9%)

102
(55.4%)

44
(23.9%)

4.01

0.82

Agree

22

Insurance
helps my
business
recover
quickly

4
(2.2%)

8
(4.3%)

22
(12.0%)

106
(57.6%)

40
(21.7%)

4.05

0.79

Agree
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after
losses.

23

| plan to
renew or
buy more
insurance
in the
future.

2
(1.1%)

10
(5.4%)

26
(14.1%)

104
(56.5%)

42
(22.8%)

4.03

0.78

Agree

24

My
business
sees
insurance
as part of
its long-
term plan.

(2.2%)

12
(6.5%)

28
(15.2%)

102
(55.4%)

40
(21.7%)

4.01

0.81

Agree

25

| would
tell other
business
OWners to
buy
insurance.

2
(1.1%)

8
(4.3%)

24
(13.0%)

108
(58.7%)

40
(21.7%)

4.06

0.77

Agree

Overall
Mean

4.03

0.79

Agree

Source: Field Survey, 2025

The results presented in Table 4.6 indicate that respondents generally agreed that businesses
purchase and utilize insurance policies, and recognize their value for managing risks. The overall
mean score of 4.03 shows a high level of agreement among respondents. The highest mean value

(4.06) indicates strong willingness to recommend insurance to other business owners, reflecting

the perceived benefits and trust in insurance products.
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Similarly, mean scores above 4.00 for statements on past purchase, recovery after losses, and
long-term planning suggest that SMEs see insurance as an integral part of business risk

management and strategic planning.

These findings imply that insurance adoption among Nigerian SMEs is positively influenced by
perceived utility, trust, and knowledge. This aligns with prior studies such as Eze et al. (2019)
and Akinyemi (2020), which emphasized that insurance uptake is driven by both awareness of its

benefits and confidence in its effectiveness for business continuity.

4.10 Test of Hypotheses

The study employed multiple linear regression analysis to examine the predictive influence of
risk perception, trust in insurance companies, cost considerations, and awareness and education
on the purchase of insurance policies by businesses in Nigeria. Hypotheses were tested at a 5%
level of significance (a = 0.05). Where the p-values are less than 0.05, the null hypotheses (Ho)
are rejected; where p-values are greater than or equal to 0.05, the null hypotheses are not

rejected.

57



Table 4.7: Relationship Between Business Behavior and Insurance Purchase

Model Summary

Model | R R Square | Adjusted R Square | Std. Error of the Estimate

1 0.812 | 0.659 0.652 0.874

ANOVA

Model Sum of Squares | Df | Mean Square | F Sig.

Regression | 235.412 4 58.853 77.002 | 0.000

Residual 121.462 195 | 0.622

Total 356.874 199

Coefficients

Model Unstandardized Coefficients | Standardized Coefficients | t Sig.
B Std. Error Beta

(Constant) | 0.512 0.174 2.943

RP 0.312 0.079 0.298 | 3.949

TI 0.284 0.071 0.272 | 3.986

CcC -0.221 0.065 -0.198 | -3.400

AE 0.298 0.073 0.284 | 4.082

Source: Researcher’s Computation, 2025

Ho1: Risk perception has no significant effect on the purchase of insurance policies by

businesses in Nigeria

The regression results show that risk perception (RP) has a positive coefficient of 0.312, a t-
value of 3.949, and a p-value of 0.000, which is less than 0.05. Therefore, the null hypothesis
(Ho1) is rejected. This implies that businesses that evaluate and understand risks are more

likely to purchase insurance policies, highlighting the importance of risk awareness in

insurance adoption.
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Ho2: Trust in insurance companies has no significant effect on the purchase of insurance

policies by businesses

Trust in insurance companies (T1) recorded a coefficient of 0.284, a t-value of 3.986, and a p-
value of 0.000. Since the p-value is below 0.05, the null hypothesis (Hoz) is rejected. This shows
that trust in insurance providers significantly influences businesses’ decisions to purchase

insurance, as confidence in reliability and fairness motivates uptake.

Hos: Cost considerations have no significant effect on the purchase of insurance policies by

businesses

The coefficient for cost considerations (CC) is -0.221 with a t-value of -3.400 and a p-value of
0.001. As the p-value is below 0.05, the null hypothesis (Ho3) is rejected. This indicates that
higher insurance costs reduce the likelihood of purchasing policies, demonstrating that

affordability is a key factor in insurance adoption.

Hos: Awareness and education have no significant effect on the purchase of insurance

policies by businesses

Awareness and education (AE) shows a positive coefficient of 0.298, a t-value of 4.082, and a p-
value of 0.000. The null hypothesis (Hoa) is therefore rejected, confirming that businesses with

greater knowledge and understanding of insurance are more likely to adopt insurance policies.
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Overall, the regression model indicates that risk perception, trust, cost considerations, and
awareness/education jointly and individually have significant effects on insurance purchase
among businesses in Nigeria. This demonstrates the critical role of behavioral factors in
influencing insurance adoption, consistent with prior studies by Eze et al. (2019) and Akinyemi

(2020).

4.11 Discussion of Findings

This section discusses the findings of the study on the impact of business behavior on the
purchase of insurance policies in Nigeria. The analysis was guided by the research objectives,
descriptive statistics, and inferential results obtained through multiple linear regression. The
discussion integrates both the demographic insights of respondents and the statistical evidence on
the key behavioral factors: risk perception, trust in insurance companies, cost considerations, and

awareness and education.

Risk Perception and Insurance Purchase

The study found that risk perception significantly influences the purchase of insurance
policies among businesses in Nigeria. Businesses that actively assess potential risks and evaluate
their operations for vulnerabilities are more likely to adopt insurance as a protective measure.

The regression analysis indicated a positive and significant coefficient for risk perception (p =
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0.312, p < 0.05), confirming that heightened awareness of business risks motivates insurance

adoption.

This finding aligns with prior research by Eze et al. (2019) and Akinyemi (2020), which
emphasized that businesses with strong risk awareness are more proactive in mitigating potential
losses through insurance. The descriptive data further supports this, as most respondents agreed
that insurance helps manage risks, prevent potential losses, and is essential in contingency
planning. Therefore, risk perception serves as a crucial determinant in shaping insurance-related

decisions.

Trust in Insurance Companies and Insurance Purchase

The results also indicate that trust in insurance companies significantly affects insurance
adoption. The coefficient for trust was positive and statistically significant (f = 0.284, p <0.05),
showing that businesses with confidence in the reliability, honesty, and professionalism of

insurance providers are more willing to purchase policies.

Descriptive analysis revealed that respondents generally trust insurance companies to handle
claims fairly and professionally, and trust influences whether they choose to buy from a
particular insurer. This is consistent with studies by Eze et al. (2019) and Onwuka (2021), which

highlighted trust as a key behavioral factor affecting insurance uptake. In a market where
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insurance fraud or delays in claims are perceived risks, building and maintaining trust becomes

pivotal in encouraging insurance adoption.

Cost Considerations and Insurance Purchase

The study revealed that cost considerations negatively influence insurance adoption among
businesses. The regression analysis indicated a negative and significant coefficient (f = —0.221, p

< 0.05), suggesting that higher premiums deter businesses from purchasing insurance.

The descriptive data corroborates this, with respondents indicating that high insurance costs and
premiums that exceed perceived benefits reduce their willingness to adopt policies. This finding
aligns with previous studies by Akinyemi (2020) and Okafor (2018), which emphasized that
affordability is a critical factor, especially for SMEs with limited financial capacity.
Consequently, cost remains a barrier that insurers must address, potentially through flexible

premium structures or tailored products for small businesses.

Awareness and Education and Insurance Purchase

Finally, the study found that awareness and education significantly enhance insurance
adoption. The coefficient for awareness and education was positive and statistically significant
(B = 0.298, p < 0.05). Businesses with greater knowledge of insurance products, benefits, and

procedures are more likely to make informed decisions regarding insurance purchase.
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Descriptive responses showed that many businesses attend seminars, understand the types of
insurance available, and recognize the role of insurance in financial protection. This supports the
argument by Eze et al. (2019) that awareness campaigns, training, and information dissemination
increase insurance penetration among businesses. It highlights the importance of continuous

education and effective communication by insurers to improve adoption rates.

Overall Findings

The findings demonstrate that all four behavioral factors risk perception, trust, cost
considerations, and awareness/education jointly and individually have significant effects on the
purchase of insurance policies among businesses in Nigeria. The study shows that businesses
make insurance decisions based on a combination of psychological, financial, and informational
factors. Risk perception and trust motivate purchase, cost considerations may deter adoption, and

awareness strengthens informed decision-making.

These results underscore the importance of a multi-dimensional approach in promoting insurance
uptake. Insurers and policymakers should focus on building trust, providing affordable options,
and increasing awareness to enhance insurance adoption among SMEs and larger businesses.
The findings also corroborate the theoretical framework and model adapted from Eze et al.
(2019), emphasizing the relevance of behavioral factors in influencing business decisions

regarding insurance.

63



CHAPTER FIVE

SUMMARY, CONCLUSION, AND RECOMMENDATIONS

5.1 Introduction

This chapter presents a summary of the study, draws conclusions based on the findings, and
provides recommendations for stakeholders, including business owners, insurance companies,
and policymakers. The study investigated the impact of business behavior on the purchase of
insurance policies among businesses in Nigeria, focusing on four key behavioral factors: risk
perception, trust in insurance companies, cost considerations, and awareness and education. The
chapter synthesizes the results of the data analysis and offers practical implications for enhancing
insurance adoption among small and medium-sized enterprises (SMEs) and larger corporate

organizations.

5.2 Summary of Findings

The study adopted a descriptive survey design and used structured questionnaires to collect data
from 200 respondents, including SME owners, managers, and representatives of corporate
organizations across selected urban and semi-urban areas in Nigeria. Both descriptive and
inferential statistical techniques were used to analyze the data, including frequency distribution,

percentages, means, standard deviations, and multiple linear regression.
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The key findings of the study are as follows:

1. Risk Perception: Businesses that actively assess potential risks in their operations are
more likely to purchase insurance policies. Regression analysis revealed a significant
positive effect of risk perception on insurance adoption (f = 0.312, p < 0.05). Descriptive
results showed that businesses recognize insurance as a tool to manage potential losses

and mitigate operational risks.

2. Trust in Insurance Companies: Trust significantly influences businesses’ decisions to
purchase insurance. The coefficient for trust was positive and significant (B = 0.284, p <
0.05). Respondents reported that confidence in the honesty, professionalism, and fairness

of insurance providers motivates them to adopt insurance policies.

3. Cost Considerations: High insurance costs were found to negatively affect insurance
purchase among businesses (B = —0.221, p < 0.05). Many respondents indicated that
expensive premiums discourage small businesses from obtaining adequate coverage,

highlighting cost as a barrier to adoption.

4. Awareness and Education: Awareness and education about insurance products
positively affect insurance adoption (B = 0.298, p < 0.05). Businesses with better

knowledge of insurance types, benefits, and procedures are more likely to purchase
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policies. Descriptive analysis confirmed that attendance at seminars and clear

explanations by insurance providers increase insurance uptake.

Overall, the study demonstrated that behavioral factors collectively and individually have
significant effects on insurance purchase among Nigerian businesses, confirming the importance

of both psychological and informational influences on business decision-making.

5.3 Conclusion

Based on the findings, the study concludes that business behavior is a critical determinant of
insurance adoption in Nigeria. Specifically, businesses are more likely to purchase insurance

policies when they:

Understand and perceive operational risks,

Have confidence and trust in insurance companies,

Consider the affordability of insurance premiums, and

Are adequately informed about insurance products and benefits.

The study affirms that behavioral factors, such as risk perception, trust, cost considerations, and
awareness, are essential in shaping the decision to purchase insurance. Consequently, efforts to

enhance insurance penetration must address these factors holistically, integrating risk
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management education, trust-building strategies, cost-effective insurance solutions, and

awareness campaigns.

5.4 Recommendations

Based on the study findings, the following recommendations are made:

1. For Business Owners and Managers:

o Conduct regular risk assessments to understand vulnerabilities and plan for

contingencies.

o Prioritize insurance as part of long-term business planning, recognizing its role in

mitigating potential financial losses.

2. For Insurance Companies:

o Improve transparency and service reliability to build and sustain trust among

businesses.

o Develop flexible insurance products and pricing structures to make policies more

affordable for SMEs.

o Organize seminars, workshops, and awareness campaigns to educate businesses

on the types and benefits of insurance coverage.
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3. For Policymakers and Regulatory Bodies:

o Encourage the adoption of insurance through incentives such as tax breaks or

subsidized premiums for SMEs.

o Promote public-private partnerships to increase awareness and access to insurance

products in underserved areas.

o Monitor and regulate insurance providers to ensure professionalism, fairness, and

timely claim settlements, which can enhance trust in the sector.

By implementing these recommendations, businesses are more likely to adopt insurance policies,
thereby enhancing financial resilience, promoting risk management culture, and contributing to

the overall stability and growth of the Nigerian business environment.

5.5 Contribution to Knowledge

This study contributes to existing knowledge by empirically demonstrating that behavioral
factors significantly influence insurance adoption among businesses in Nigeria. Unlike
studies that focus solely on financial or structural determinants, this research emphasizes the role
of psychological and informational variables, providing insights for insurers, policymakers, and

business owners seeking to improve insurance penetration.
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5.6 Suggestion for Further Research
Future studies could:

o Explore the role of cultural and social factors in influencing insurance adoption among

Nigerian businesses.

e Conduct a longitudinal study to examine how business behavior and insurance purchase

evolve over time.

« Investigate the influence of digital insurance platforms and fintech solutions on insurance

uptake in SMEs.

5.7 Conclusion Statement

In summary, the study affirms that business behavior particularly risk perception, trust, cost
considerations, and awareness plays a pivotal role in insurance adoption in Nigeria. By
addressing these factors through strategic interventions, businesses can improve their financial
protection, insurers can enhance their market reach, and policymakers can foster a more resilient

and risk-aware business ecosystem.
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APPENDIX

QUESTIONNAIRE

Department of Actuarial and insurance
Faculty of Management Sciences
University of Benin, Benin City

Dear Respondent,

I am Yusuf Precious Mariam, a final-year insurance student at the University of Benin. | am
doing a research study titled: “The Effects of Business Behavior on Buying Insurance Policies in
Nigeria.”

The study looks at how things like how businesses see risks, trust insurance companies, think
about costs, and know about insurance affect whether they buy insurance or not.

Your answers are very important. They will be kept private and only used for this research.
Please tick the option that best shows your view.

Thank you very much for your help.
Researcher: Yusuf precious Mariam

Section A: About Your Business

Question Options
1. Type of business COSmall/Medium Business [1Big Company
2. What your business does COMaking products CServices O Trading CIOther:

3. How long your business has been | ) gss than 5 years [15-10 years [111-20 years CIMore
running
than 20 years

4. Number of workers [11-20 [I21-50 C151-100 CIMore than 100
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5. Where your business is

OEkosodi C0Uniben maingate CIBDPA

Section B: How You See Risks (Risk Perception)

Tick one: SA = Strongly Agree, A = Agree, N = Not Sure, D = Disagree, SD = Strongly
Disagree

Statement

(%2)

A

D

(92}

My business checks risks before making big decisions.

Unexpected events (like fire, theft, accidents) can hurt my business.

Insurance helps my business manage risks.

My business makes plans to prevent risks.

gl B W N P H

Without insurance, my business could lose a lot of money if
something bad happens.

O|0o|go|o|od

O|o|o|g|ga»

O|o|o|jo|jo|z

Oo|o|o|jo|jo|o
O|0o|go|o|od

Section C: Trust in Insurance Companies

#

Statement

>
=2
O

| trust insurance companies to keep their promises.

Insurance companies in Nigeria are honest and clear.

Insurance companies handle claims fairly and quickly.

My trust in an insurance company affects if I buy from them.

O | © 0 N o

Insurance agents are honest and professional.

oo|o|jo|jg|»e

Oooo|o|o

o|ogojo|o

Oo|oo|o|o

Oooojgpoew

Section D: Cost of Insurance

#

Statement

> Ww

SD
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High insurance costs stop my business from buying insurance.

1 O|olO/o|o

1 | Insurance costs are more than the benefits for small businesses. Ololololo

2

1 | My business can pay insurance without hurting cash flow. Ololololo

3

1 | I check prices from different insurance companies before Ololoolo

4 | deciding.

1 | Lower insurance costs would make my business buy more. Ololololo

5

Section E: Knowledge About Insurance

# | Statement S|A|N|D |S
A D

1 | I know the different types of insurance for my business. Ololololo

6

1 | I understand the benefits of having insurance. Ololololo

7

1 | I have gone to insurance seminars or programs. Ololololo

8

1 | Insurance companies explain their products well. Ololololo

9

2 | My knowledge about insurance affects if | buy it. Ololololo

0

Section F: Buying Insurance

# | Statement SA|A|N|D|SD

21 | My business bought at least one insurance policy lastyear. | 7 || ol Ol O

22 | Insurance helps my business recover quickly after losses. | (OOl ol O

23 | | plan to renew or buy more insurance in the future. O lolololo

24 | My business sees insurance as part of its long-term plan. O lolololo

25 | I would tell other business owners to buy insurance. O lolololo
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