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Abstract 

This study has examined the impact of Enterprise Risk Management (ERM hereafter) on life 

insurance financial performance in Nigeria. Using purposive sampling technique, the study used 

secondary data from annual report from thirteen (13) of the fifteen (15) life insurance companies 

with 78 observations between 2012 and 2017, and analyzed this using Pearson product-moment 

correlation coefficient on such ERM variables as return on assets, retention, underwriting, cost to 

income, leverage, claims, contingency reserve, liquidity ratios. The data obtained was analyzed using 

descriptive statistics and a regression analysis was used to estimate any significant influence between 

life insurance companies ERM adoption and their financial performance. The findings revealed that 

there is a joint cause relationship between ERM variables and financial performance, as each 

variable predicted the dependent variable although individual predictors differ.  It also indicated 

that ERM implementation is not robust so as to effectively mitigate risks. Regulatory agencies should 

enforce its directives on the industry to improve ERM framework and attract more investment in the 

industry. Further studies could also be done to ascertain the impact of ERM on insurance firm’s 

stocks and equity, and the effect on investors’ confidence. 

 

KEYWORDS: Enterprise risk management, insurance company 

 

1.1 INTRODUCTION 

Businesses are more international than ever before and so are the regulations needed to drive the 

global brand of companies due to its interrelatedness. Standards are thus set which are adopted by 

the international community to drive equitable and fair business relations. Business dealings are laden 

with risks which ought to be maximized to achieve desired business ends. The Nigerian life insurance 

industry is fraught with these risks and thus implementing international standards is necessary to 
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stem the tide. Enterprise Risk Management (referred to as ERM here in after) is currently most 

effective comprehensive strategy the financial services industry use to mitigate risks. This research 

is designed to assess the role and impact of ERM in mitigating these risks and its effect on the 

financial performance of the Nigerian life insurance industry.  

 

Several studies have been carried out on the active implementation of ERM in the organization, its 

setup, functions roles and manner of the application by all members of the organization. This risk 

culture coupled with an effective risk appetite drives the implementation of ERM to mitigate potential 

harmful risks while harnessing positive risk opportunities to not only sustain the business existence 

but make it a going concern (profitable). Hitchcox, et al. (2010) posited that there is a need for 

insurance companies to implement ERM. This is because risk mitigation in insurance companies 

from a historical point of view was practiced in silos and thus needed a holistic perspective in 

managing the myriads of risks. Madhusudan and Johnnie (2006) added that each department handles 

its risks independently, thus the need for an enterprise-wide approach to risk (Obalola, Akpan, and 

Abass, 2014). Available research on the function of ERM in the field of insurance have catered for 

the needs of insurance as a whole (Deloitte, 2014) and some, in particular, have focused on general 

insurance (Obalola, Akpan, and Abass, 2014; Atokey and Abor, 2011) leaving life insurance behind. 

This research will address this gap. 

 

This research study is, therefore, significant in assessing in a combined and synergised manner, the 

critical ingredients in ERM in the life insurance industry especially in Nigeria. It will help address 

the lack of sufficient empirical research on the life insurance industry and bridge the gap. Other 

research work in the industry has not paid particular attention to the life insurance sector; hence, this 

study brings out the richness and uniqueness of life insurance with respect to general insurance 

companies.  

This research will highlight relevant philosophies and theories linked with the purpose and 

significance of ERM in life insurance companies. Most especially the ones in Nigeria and more 

precisely the role of ERM and the holistic view of risks in the organization and its effective 

management as it applies to life insurance in Nigeria and its performance and impact on the economy.  

 

This study seeks to understand clearly the types and degree of risks life insurance industry faces. 

Many factors affect the life insurance companies; these increase the effect and severity of their 

vulnerability, they include the following: the complexity, scope, and scale, volume of business and 
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line size of the company. The industry is faced with other risks which include, liquidity, underwriting, 

strategic, reputation, credit, operational, systematic, regulatory, actuarial, and market risks (Obalola, 

Akpan and Abass, 2014; Kenny, Omowunmi and Faderera, 2014). This research will use these 

performance indicators to ascertain the strength of risk management in the industry. 

 

This research will evaluate the effect of ERM and the implementation of IFRS on the financial 

performance of life insurance companies in Nigeria before and after its adoption in 2012. This will 

give further insight into the success and failure rate after the implementation of ERM. This study 

shall also identify areas in which the Nigerian life insurance industry can be enhanced through the 

holistic approach of ERM techniques and to appraise how life insurance companies can manage their 

risks effectively and attain a sustainable, efficient, profitable and competitive advantage in the 

industry. 

 

This research will thus try to find the impact that the implementation of the ERM has on the life 

insurance sector performance. It shall also ascertain the difference in performance levels before and 

after its implementation. This research will further add to the already existing literature on insurance, 

risk, accounting, and management, with particular emphasis on the life insurance industry in Nigeria. 

 

The rest of this study is organized in the following manner. Section two would highlight a brief 

analysis of the relevant literature on the strategies and techniques of ERM and its adoption, Insurance 

regulators role in ensuring effective implementation of ERM principles in mitigating risks, and other 

critical areas that aid the understanding of the research work, then followed by section three where 

the research methodology used in gathering data, the population of the study and instruments 

employed in the analysis, then comes the penultimate analyzes of the data used in the research in 

section four and finally, the research work makes a summary and conclusion of the findings, 

concerning existing literature and proffers some recommendations that would be of benefit to the 

insurance companies, industry, and the economy in section five. 

 

2.0   LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

The life insurance sector faces several critical risk decisions which ought to be managed effectively 

and efficiently. ERM is a real tool that could be used to manage holistically, all the various risks 

attached to the life insurance company. Scholars have agreed that a holistic approach is needed to 
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tackle the different risks laden in all areas and departments of an organization. Thus, relevant 

literature to this effect has been extensively analyzed and selected for review. 

 

2.1 RISKS IN NIGERIA LIFE INSURANCE INDUSTRY 

Insurance companies are in business purely because they accept the risks of clients in exchange for a 

premium; these risks also increase their own risk as a business (Acharyya and Johnson, 2006; 

Jabbour, 2011). In Nigeria, the industry is classified into life, non-life, composite and reinsurance.  

For the purpose of this research we would be limited to discussions on life insurance. Due to the risks 

in this industry, regulations are set to guide their transactions. In Nigeria, NAICOM and the Nigerian 

Insurance Association (NIA) is responsible for setting out such rules and guidelines.  These 

regulations are meant to protect policyholder from possible insolvency on the part of the company 

(Jabbour, 2011). Thus, insurance companies need to have risk mitigating and optimizing mechanisms 

in place to remain buoyant and profitable. The life insurance sector attracts huge premiums, pensions 

and annuity which is invested in regulated markets that are highly risky yet, a measure of liquidity 

would be maintained in the event of claims. Thus, the sector is risk-laden and highly regulated.  

 

 In Nigeria, the insurance sector is fraught these risks strategic, underwriting, liquidity, compliance, 

reinsurance, reserving, reputational, market, operational, credit, systematic, actuarial, regulatory, 

bankruptcy, default, currency, political, legal, counterparty, foreign exchange, interest rate risks, 

(Kenny, Omowunmi and Faderera, 2014; Deloitte, 2014; Obalola, Akpan and Abass, 2014; Koller, 

2011; Acharyya and Johnson, 2006; COSO, 2004).  Wawera and Kisaki (2012) posit that the more 

risky the venture, the higher the profit and that attempt to avoid risks would be tantamount to avoiding 

profit.  Hence, the need for managing of these increasingly interrelated risks.  

 

Previously, risk management has been in silos; this system of management has been dubbed 

traditional risk management (Acharyya and Johnson, 2006; Jabbour, 2011). The various insurance 

company departments view risks differently and from different perspectives. For example the 

underwriting, claims and reinsurance departments focus mainly on pure risks; the finance and 

investment departments may be more concerned with speculative risks; a similar orientation applies 

to the technical and operations department (Acharyya and Johnson, 2006).  This means that each 

department faces different risks as they carry out their respective functions. The Nigerian insurance 

industry has been using traditional risk management. But the management of risks has grown beyond 

the isolated treatment of the individual risks. An enterprise-wide, strategic and holistic approach is 
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thus needed to effectively manage these risks. This is what is been termed as ERM (Acharyya and 

Johnson, 2006) also named integrated risk management (Hoyt & Liebenberg 2008), and strategic, 

holistic, and business risk management (Manab et al., 2006; D'Arcy, 2001). Thus, with ERM the 

difficult and interrelated risks affecting each department in the insurance industry can be handled in 

a holistic manner. Under NAICOM's directive, ERM began to be implemented in 2012 (Deloitte, 

2014). 

 

2.2 THEORY, FRAMEWORK AND CONCEPT OF ERM 

(Merton & Bodie, 1995) posited that under the growth theory, effective utilization of savings, 

investment and innovation can promote economic growth. Thus, performance indicators like return 

on assets can stimulate firm’s growth potentials. The corporate governance theory hinges on strict 

regulations of the insurance companies board, structure, activities and management (Grace & Klein, 

2008; Podder, Skully, & Kym, 2013).  The insurance industry is a highly regulated industry from 

both local and international organizations. Also, under the agency and stakeholder theory, there are 

diverse interests represented in the company and as a result there could be conflict of interest and 

risks (Najjar, 2012;Tzafrir, 2005; Jensen & Meckling, 1976). In view of this, effective and holistic 

risk management is essential in the insurance companies in order to satisfy these various interests. 

 

Several scholars have tried to conceptualize ERM. For example, Kleffner, Lee & Mc Gannon (2003) 

describe ERM as a risk mitigation mechanism within the organizations risk appetite and tolerance. 

This definition takes cognizance of the operational and financial risks, but it is not holistic enough as 

it fails to address the strategic and reputational risks the organizations face (Waweru and Kisaka, 

2012). Thus, an effective framework for mitigating risk would be holistic comprising all departments 

in the organization. The following perspectives of ERM give us wide-eyed view of what ERM should 

entail. The Casualty Actuarial Science (CAS) looks at ERM from a strategic perspective. The 

organization should be able to use its internal mechanisms (control and finance) to achieve its short 

and long term objectives to add value to the shareholders fund and other stakeholders (CAS, 2003). 

The Committee of Sponsoring Organization of the Tradeway Commission (COSO) further delineates 

ERM as:  

Process effected by an entity's board of directors, management and other personnel, in 

strategy setting and across the enterprise, designed to identify potential events that may 

affect the entity, and manage risk to be within its risk appetite, to provide reasonable 

assurance of entity objectives (COSO, 2004 p. 2). 
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This definition saddles the entire staff from top to bottom and all the rank and file of the organization 

with the responsibility being involved with the risk mitigation process. It, therefore, behoves on all 

departments to work together integratively to maximize risks so as to achieve the organization's 

objectives. In time, this approach becomes a culture, whereby members can identify risk causing 

events that would affect the establishment having known the company's risk appetite (Walker et al., 

2003). Thus, this would   allow effective decisions to be reached in record time and promote the 

organization's objectives.  

It is therefore imperative for the company to coordinate all the kinds of risks facing the organization, 

articulate its risk appetite and translate that into proactive activities that would not only minimize but 

maximize risks, Yazid et al. (2012) adds.  

Figure 1 Interrelated parts of ERM 

 

 

 

 

 

 

 

 

 

 

 

Source: Adapted from COSO, (2004) 

ERM is made up of eight interconnected components (figure 2) that work synergistically to achieve 

corporate objectives (COSO, 2004).  The structure of COSO's ERM is to assist managers to act in 

accordance with standards, regulations and guidelines. Thus, regardless of their size, technical ability, 

expertise, experience, etc, managers would be able to adapt the COSO's ERM framework into their 

company, posits Ballou and Heitger (2005). 

 

2.3 ADOPTION AND IMPLEMENTATION OF ERM 

Many insurance firms have adopted and are implementing ERM in their organizations. Standards and 

Poor's, Fitch, A.M. Best and Moody's have set certain criteria of which ERM place an important role 

in their ratings (Acharyya and Johnson, 2006; Jabbour, 2011).  Corporate company catastrophe 
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(Acharyya, 2008; Baranoff, 2004; Walker et al. 2003), recent regulations on ERM, corporate 

governance and economic benefits (Lam, 2006) have served as drivers for the adoption of ERM. For 

example, the New York Stock Exchange pressured its listed companies to begin adopting ERM in 

2004. In 2005, rating agencies like Standards and Poor's and A.M. Best began including ERM in their 

criteria for their ratings and by 2008, S&P's officially began its implementation on management 

teams (Cole, 2008; Jabbour, 2011).   

However, Pagach and Warr, (2011) opined that if regulatory reasons drove the adoption of ERM, it 

would make no difference between those who adopted and those who did not. And Jabbour (2011) 

added that unless there are some economic benefits, companies might not be interested in its 

adoption. Furthermore, Hoyt and Liebenberg (2011) and Beasley, et al. (2005) in their respective 

studies, established that the size of the company will affect ERM adoption positively. Deloitte's 

survey in 2011 revealed that more and more financial companies are creating a different risk 

department with the CRO as head and taking the more strategic role; although they have had 

difficulties implementing it or complying with regulations (Deloitte, 2011).  

In another survey, Deloitte (2014) investigated the state of ERM practice in Nigeria insurance 

industry. They came up with a five stage risk management maturity model: ad hoc, fragmented, 

comprehensive, integrated and strategic levels with ad hoc as the least efficient and strategic as the 

most efficient way of risk management. In their view the Nigerian insurance industry was hovering 

between adhoc and comprehensive levels of maturity. Thus, the need for these firms to have a stable 

and ‘robust ERM structure, which will make it easier for businesses to maximize value from risk 

management activities' (Deloitte, 2014, p5).  NAICOM who is responsible for the regulation of the 

industry issued guidelines on the implementation of ERM, which took effect in 2012 (Deloitte, 2014). 

 

2.4 DETERMINANTS OF ERM IMPLEMENTATION 

Several factors have been put forward to serve as drivers or motivators and determinants of ERM 

implementation. Acharyya and Johnnie, who examined the development of ERM in Europe, 

identified these factors as the leadership of the CEO and CRO (as the main driving force), internal 

regulation (corporate governance), external control (Solvency II) and the dynamic risk horizon 

(Acharyya and Johnnie, 2006). Ishaya and Siti referred to these as "internal audit effectiveness, 

human resource competency, regulatory influence and top management commitment" (Ishaya and 

Siti, 2015, p750).  Even though there is regulation and economic resource, it finally boils down to 

the attitude of the personnel (board, CRO and CEO) towards implementing ERM in the organization. 

Deloitte's risk survey in Nigeria revealed that the CEO, CRO and board are taking active involvement 
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in driving ERM. Over 50% have set up risk committees both at management and board levels, with 

over 80% having a designation for CRO. However, a meager 19% reported that the CRO's 

recommendations are fully implemented. This shows the extent of the challenge involved in actually 

implementing ERM in the industry. Though there is regulation on the issue from NAICOM, 

enforcement is lacking and the motive is compliance based and not strategic, relates Deloitte (2014).  

 

2.5 THE RELATIONSHIP BETWEEN ERM AND ORGANIZATIONAL 

PERFORMANCE IN INSURANCE INDUSTRY. 

 Rating agencies and other financial institutions and agencies like A.M. Best, Fitch, Standards and 

Poor's and Moody's have set certain criteria of which ERM place a significant role in their ratings 

(Acharyya and Johnson, 2006; Jabbour, 2011). For example, the New York Stock Exchange 

pressured its listed companies to begin adopting ERM in 2004. In 2005, rating agencies like 

Standards and Poor's and A.M. Best began including ERM in their criteria for their ratings and by 

2008, S&P's officially began its implementation on management teams (Cole, 2008; Jabbour, 2011; 

Standards and Poor's, 2016).  A.M. Best for example, "uses both quantitative and qualitative analysis 

as well as  the firm's balance sheet strength, operating performance and business profile"(A.M. Best, 

2014, p16). Thus, they use available risk data in the financial statements of these firms to generate 

ratings which reflect on the organization’s performance. IFRS risk disclosure and financial reporting 

also reflects on ERM as a tool to mitigate and optimise risk. 

2.6 GAPS IN THE LITERATURE AND RESEARCH HYPOTHESIS  

Recent studies on ERM have been revealing, yet some gaps exist that this research would try to 

address.  Available research on ERM mostly has focused on the surveys and the use of primary data 

which is more qualitative than quantitative; though some have derived numerical data from those 

surveys to quantify behaviors, attitudes and opinions.  However, some researchers have focused on 

the use of secondary and historical data to quantify and analyze. Qualitative and quantitative research 

are rather complimentary than in opposition 

Acharyya and Johnnie's (2006) study on ERM in 4 major European insurance companies was mainly 

exploratory, as it sorts to understand the performance of ERM in those organizations. This study 

reveals that there are challenges in implementing ERM in institutions (cultural and communication 

obstacles) because each department has a peculiar risk and their levels of understanding risk vary and 

that affects the implementation of ERM.  More so, the study employed a case study approach; this 

approach is difficult to generalize.  Also, it focused on European countries and not emerging nations 

like Nigeria.  
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The Deloitte (2014) survey examined the state of ERM implementation in the Nigerian industry. It 

also used the questionnaire survey approach administered to 34 of the 41 insurance companies 

surveyed. Using a capability maturity model, the ERM into five stages ad hoc, fragmented, 

comprehensive, integrative and strategic (ad hoc stage is more reactive than proactive and lack 

modest understanding of ERM and risk measurement while the diplomatic stage is marked for robust 

ERM processes and continuous development of the process). Their survey revealed that Nigerian 

insurance companies lie in between ad hoc and comprehensive stages and that they need to improve 

upon their ERM structure and framework to include a proper governance framework, and the use of 

risk tools for precise measurement and testing (stress test and risk models). Not only did this study 

use the questionnaire survey approach, but it is also a more general survey as its scope covers the 

whole insurance industry and is more qualitative than quantitative.  The lack of experimental 

substantiation that the effect of ERM on insurance companies hampers the development of ERM 

states Hoyt and Liebenberg (2011) and Jabbour (2011). This research will complement some of these 

investigations as it focuses on the use of quantitative techniques and secondary data (empirical) from 

the life insurance industry.  

A near similar research on the Nigerian insurance industry was conducted by Obalola, Akpan and 

Abass, (2014). They investigated the relationship ERM has on organization’s performance. Using 

panel data approach and a regression model, they examined 10 out of 49 general insurance companies 

(secondary data) and compared the most successful and the least successful general insurance firms. 

They found a significant correlation between both ERM and organization’s performance. This 

research study differs from that of Obalola, Akpan and Abass, (2014) in that it seeks to analyze the 

impact IFRS risk reporting and ERM has on life insurance in Nigeria. It shall examine the data from 

the adoption of IFRS in 2012 to date to determine its impact on the life insurance organizations.  

The majority of existing studies are mainly in surveys form. Several scholars have used surveys on 

ERM and organizations (DeFond, et al., 2014; Deloitte, 2014; Okpala, 2012; Liebenberg and Hoyt, 

2003; Kleffner et al., 2003; Beasley et al., 2005).  These researches are valuable in exploratory and 

explanatory information and do not explicitly discuss ERM in the life insurance industry. This 

research will address and compliment this by focusing on quantitative research that would link 

available data with organization’s performance. This leads to the following hypothesis: 

Ho1: There is no significant relationship between ERM variables and organizational 

performance in the life insurance sector for the period of 2012 and 2017.

This hypothesis when tested will give insight into the aims and objectives of this research. It will 

help ascertain the effect of ERM has on the financial performance of life insurance companies in 
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Nigeria. This will give further insight into the success and failure rate after the implementation of 

ERM. This study shall also identify areas in which the Nigerian life insurance industry can be 

enhanced through the holistic approach of ERM techniques and to appraise how life insurance 

companies can manage their risks effectively and attain a sustainable, efficient, profitable and 

competitive advantage in the industry. 

 

3.0 DATA AND RESEARCH METHODOLOGY  

3.1     DATA COLLECTION METHODS AND SAMPLE  

Secondary data were obtained from websites and annual reports of the thirteen (13) life insurance 

companies and NAICOM which provided information on ERM. The data obtained was a balanced 

panel data. The essence of this grouping is to find out if there is any impact of implementation of 

ERM strategies in risk mitigation. 

The population for this study is the fifteen (15) life insurance companies licensed and operating in 

Nigeria. Thirteen (13) out of the fifteen (15) life insurance companies were selected using purposive 

sampling method. The researcher selected this type of sampling because quantitative research design 

guides the research. Thus, data was sourced from the internet (annual reports of the life insurance 

companies that have an ERM framework and employ the IFRS reporting system. Some researchers 

have used data derived from annual reports (Obalola, Akpan and Abass, 2014; Jabbour, 2011).  Thus, 

this research thus uses this method. 

 

3.2    METHOD OF DATA ANALYSIS  

The method used data analysis for this study was chosen due to its relevance to the positivist research 

paradigm.  There are several quantitative techniques used in analysing secondary data. Panel data 

was selected and used to analyze the data. The use of a regression model is widely used by scholars 

(Obalola, Akpan and Abass, 2014; Acharyya, 2009). Thus, IBM SPSS Statistics 21 was used to run 

a regression on the data. Several variables are employed in the measurement of ERM. Standards and 

Poor’s and A. M. Best use industry, strategic, operational, liquidity, financial, underwriting risks as 

measures for analyzing and rating commercial organizations (Standards and Poor’s, 2016; A.M. Best, 

2014). Furthermore, Acharyya (2009) put forward that ERM is a function of financial risk, insurance 

risk, hazard risk and operational risk. Life insurance business in Nigeria focuses on pensions, annuity 

and life funds. Its goal is to provide protection for clients against loss of income and provide a 
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measure of security. Thus, life insurance firms must ensure sufficient funds are available to pay for 

maturity, claims and annuity when they become due.  

Since profitability on investments is vital to the industry’s growth and sustainability. Hence, the gross 

premiums, net premiums, contingency reserves, underwriting expenses, claims expenses and 

operating expenses were used. From these performance indicators, ratios were obtained which were 

used as ERM variables (claims ratio, underwriting expense ratio, liquidity ratio, the cost to income 

ratio, contingency reserve ratio and retention ratio). Return on asset was used to evaluate the 

performance of the life insurance firms before and after the adoption of ERM. 

 

3.3 MODEL SPECIFICATION 

The functional form of the linear model is stated as follows: 

ROA = ƒ (RETR, UNDR, CONR, CLMR, LEVR, LIQR, CIR)    (1) 

Where: 

ROA = Return on Assets (Net Income/Total Assets) 

CIR = Cost to Income Ratio (Operating Expenses / Gross Premium) 

CONR= Contingency Reserves Ratio (contingency reserves / Gross premium) 

LEVR=Leverage Ratio (Total Liability/Total Equity) 

CLMR=Claims Ratio (Claims expenses/Gross Premium) 

RETR= Retention Ratio (computed as Net premium/Gross Premium) 

UNDR=Underwriting Ratio (underwriting expenses / Net Premium) 

LIQR = Liquidity Ratio (Liquefiable Assets/Qualifying Liabilities) 

The model in an econometric form is: 

ROAi = β0 + β1RETRi + β2LIQRi + β3CIRi + β4UNDRi + β5CONRi + β6CLMRi + µ  (Ho1) 

The formulated hypotheses were also tested using statistical techniques of two samples Pearson 

product-moment correlation analysis and multiple regression analysis available on IBM SPSS 

statistical 21 software. The study adopts Multiple Linear Regression Technique in establishing a 

relationship between ERM variables and organizational performance of the insurance industry for 

the period of 2012-2017. The statistical techniques used alongside the multiple regression techniques 

include the coefficient of determination (R2), Anova (F), standard error test, test of correlation (T), 

multicollinearity test of Variance Inflation Factor (VIF) and Tolerance Values. Also, two-sample 

ANOVA was also used to establish and understand the nature of the relationship that exists between 

organizational status and organizational performance. 
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4.0  DATA ANALYSIS, PRESENTATION AND FINDINGS 

4.1 DATA CHARACTERISTICS AND RELEVANCE 

The data used were secondary data sourced from the annual reports of the companies investigated, 

the Nigerian Insurance Digest and from NAICOM. Several performances indicators were utilized for 

this study and they include: return on assets, liquidity ratio, leverage ratio, underwriting ratio, 

retention ratio, claims ratio, the cost to income ratio, combined ratio and contingency reserve ratio. 

These were used as ERM variables, as they represent strategic, financial, insurance, liquidity, credit, 

operational, underwriting and hazard risks (Standards and Poor's, 2016; A.M. Best, 2014; Acharyya, 

2009).  The research employed the use of panel data for a six year period of 2012 to 2017.  

 

4.2 DESCRIPTIVE STATISTICS 

The table (2) below shows the descriptive statistics for the data used in this paper. The return on 

assets for the sampled life firms has a mean average of 0.0340 with a minimum and maximum value 

of 0.0000 and 0.2182 respectively, which justify the standard deviation value of 0.0477. Thus, this 

implies that the profitability ratios for the sampled life firms clustered around the mean value of 

0.0340. Further, the mean values for return on assets are only about 3.40% and this indicates that the 

profitability of the life firms sampled is low and reveals that more risk management is needed to 

reduce the adverse effects of their risks while maximizing it so as to get the most on returns. 

Table 2: Result of descriptive statistics 

Descriptive Statistics 

  N Minimum Maximum Mean Std. Deviation 

Retention Ratio 78 0.0000 1.0000 0.6075 0.4244 

Contingency Reserve 

Ratio 

78 -0.3589 2.0702 0.2302 0.4448 

Underwriting Ratio 78 0.0000 1.8417 0.3151 0.3984 

Liquidity Ratio 78 0.0000 13.5266 1.6725 2.3414 

Cost To Income Ratio 78 0.0000 11.6678 0.4344 1.3376 

Claims Ratio 78 0.0000 1.2010 0.2568 0.2657 

Leverage Ratio 78 -2.8178 38.9579 1.3859 4.4767 

Return On Assets 78 0.0000 0.2182 0.0340 0.0477 

Valid N (listwise) 78 
    

Source: Research data computed 
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4.3 DATA PRESENTATION 

A panel of time series data from 13 sampled life insurance company's financial statements over a six-

year period was examined. Based on financial statements, indicative performance ratios were derived 

and used as ERM variables as shown in Table 3. We notice performance indicators that were used as 

the variables for this study. Life insurance performance is measured by return on assets. Due to its 

kind of products:  (savings, annuity, pensions and term products), premiums accumulated need to be 

invested in profitable returns so as to meet their claims and maturity obligations. Return on assets 

maintained its steady increase over the period.  Return on assets gives an idea as to how efficient 

management is at using its assets to generate income. It can be observed that there has been a 

sustained increase in returns on assets over the six-year period, with a mean average of 121.09%. The 

spike in 2012 may have been as a result of the figures distortion due to the new accounting standards. 

Nevertheless, ROE a 28% increase in 2014 after IFRS implementation. 

Nevertheless, ROA a 27% increase between 2015 and 2017 after IFRS implementation.  

The percentages for 2015 and 2016 are low due to lack of an effective risk management framework. 

This corroborates the finding of Deloitte (2017) about the Nigerian insurance industry. Their survey 

revealed that Nigerian insurance companies lie somewhere between ad hoc and large stages and that 

they need to improve upon their ERM structure and framework to include a proper governance 

framework, and the use of risk tools for precise measurement and testing (stress test and risk models). 

 

Table 3 Performance indicators used as ERM variables 

  2012 2013 2014 2015 2016 2017 

Retention Ratio 2.935 3.836 7.987 19.645 11.209 9.763 

Contingency 

Reserve Ratio 

0.681 0.736 1.552 6.802 5.584 4.149 

Underwriting ratio 1.353 1.550 2.545 9.042 7.222 5.409 

Liquidity Ratio 0.893 39.369 29.325 49.006 22.040 19.145 

Cost to Income 

Ratio 

1.895 13.396 5.694 9.618 5.033 3.937 

Claims Ratio 0.927 0.666 2.235 7.679 5.960 4.801 

Leverage Ratio 4.964 7.697 12.984 20.304 18.347 56.787 

Return on Assets  0.002 0.051 0.350 0.953 0.823 0.823 

 

Source: Research data 
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Moreover, there is a dearth of available data from some of the companies between 2009 and 2010, 

which may have skewed the data. There is a steady increase in percentage over the period which may 

indicate how well the life insurance firms convert their assets and equity into cash. This increases 

their ERM ratings and investor confidence as well as their teaming stakeholders. 

 

4.4 RESULTS, ANALYSIS AND DISCUSSION OF FINDINGS 

A bivariate correlation analysis was conducted on all variables to explore the relationship between 

the variables; this is found in Table 4. The Pearson product-moment correlation coefficient was 

performed to evaluate the null hypothesis (Ho 1) that there is no relationship between ERM variables 

and organization performance (N=78).  There were no problems with normality, multicollinearity or 

homoscedasticity (see figure 3: scatter plot and figure4: histogram)  

Figure 3 below, shows that the line of best fit is pretty straight and the scores are clustered on both 

sides of the line which indicates a proper distribution of the data along the regression line. 

Figure 3 Scatter plots of the data showing its linearity 

 
Source: Research data computation 

Figure 4 Histogram showing the normality of the data 
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Source: Research data computation 

 

There was significant evidence to reject the null hypothesis (H0), and conclude that there is a 

relationship between ERM variables and organization performance in the sampled life insurance 

firms, with a mean of 0.340 and standard deviation of 0.364, R (77) =.762,  R2 = 0.580, p < 0.01.  

Table 4 shows the Pearson correlation results and Table 5 shows a summary of the model. The 

analysis was subject to two tailed tests at 0.01% and 0.05% levels of significance. 

The analysis revealed that ROA has a strong positive significant relationship with ROE (p-value = 

0.000, a moderate positive significant relationship with leverage ratio (p-value = 0.000), and a weak 

positive significant relationship with retention ratio and liquidity ratio (p-value = 0.014 and 0.009 

respectively).However, contingency reserve, underwriting, and claims ratios had a positive 

relationship with ROA, except the cost to income ratio which had a negative relationship, but were 

not statistically significant (see Table 4).  

The Pearson product-moment correlation analysis of the ERM variables show a generally positively

relationship indicating that a holistic ERM approach is vital and should be proactively adopted in 

tackling the risks of the life forms while maximizing returns so as to meet the obligations (claims, 

maturity, annuity and pensions).    
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Table 4 Pearson Correlation results 

  Return   

On  

Assets 

Reten

tion 

Ratio 

Contingenc

y Reserve 

Ratio 

Underw

riting 

Ratio 

Liquid

ity 

Ratio 

Cost 

To 

Income 

Ratio 

Claims 

Ratio 

Leverag

e Ratio 

Return On Assets 1 .365 .131 .207 .292 -.023 .248 -.040 

Retention Ratio .365 1 .359 .465 .105 .234 .654 .124 

Contingency Reserve 

Ratio 

.131 .359 1 .563 -.009 -.002 .356 -.039 

Underwriting Ratio .207 .465 .563 1 -.036 .174 .337 -.052 

Liquidity Ratio .292 .105 -.009 -.036 1 .102 -.108 -.023 

Cost To Income Ratio -.023 .234 -.002 .174 .102 1 .019 -.044 

Claims Ratio .248 .654 .356 .337 -.108 .019 1 .023 

Leverage Ratio -.040 .124 -.039 -.052 -.023 -.044 .023 1 

Source: Research data computation 

 

Further, Table 5 indicates that the Durbin –Watson result (1.691) indicates the data regressed is ok 

and there is the independence of observations since the value is between 1 and 3. There is no 

significant change in the R square (0.580) and adjusted R square (0.531) so the model is a good 

indicator of our effect size. Thus, 53.1% of the variation in ROA is explained by the variation of the 

independent variables. 
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Table 5  Model summary showing the regression and coefficient of determination 

Model Summaryb 

Model R R Square Adjusted  

R Square 

Std. Error 

of the 

Estimate 

Change Statistics Durbin-

Watson R 

Square 

Change 

      F 

Change 

df1 df2 Sig.F 

Change 

 1 .762a .580 .531 .032677 .580 11.912 8 69 .000 1.691 

a. Predictors: (Constant), Return On Equity, Cost To Income Ratio, Contingency Reserve 

Ratio, Liquidity Ratio, Claims Ratio, Leverage Ratio, Underwriting Ratio, Retention 

Ratio 

b. Dependent Variable: Return On Assets 

Source: Data computation results 

 

Table 6 Anova Table showing the significance of the model 

ANOVAa 

Model Sum of 

Squares 

df Mean 

Square 

F Sig. 

1 Regression .102 8 .013 11.912 .000b 

Residual .074 69 .001   

Total .175 77    

a. Dependent Variable: Return On Assets 

b. Predictors: (Constant), Return On Equity, Cost To Income Ratio, Contingency 

Reserve Ratio, Liquidity Ratio, Claims Ratio, Leverage Ratio, Underwriting Ratio, 

Retention Ratio 

Source: Data computation results 

 

The Anova table indicates that we have an F-value of 11.912 and for the degree of freedom (8 and 

69), the P-value (0.000) is a extremely significant. Table 7 below, shows a summary of each of the 

predictor variables contribution in the regression model. 

It is noted that the model does not have a problem of multicollinearity as indicated in the values in 

the collinearity section of table 7; the tolerance coefficient do not exceed 0.90 and VIF values further 

validates this. Comparing the individual variable contributions, it is observed that in the 
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unstandardized beta coefficients, the variables do not vary considerably except for the return on 

equity. However, in the standardized beta coefficients, the variables are significantly variable and 

reveal each variable's contribution to the model.   

Table 7   Coefficients and Collinearity statistics result 

Coefficientsa 

Model Unstandardised 

Coefficients 

Standardised 

Coefficients 

T Sig. Correlations Collinearity 

Statistics 

B Std. 

Error 

Beta Zero-

order 

Partial Part Toler

ance 

VIF 

(Constant) .000 .007 
 

.003 .998 
     

Retention 

Ratio 

.025 .013 .219 1.829 .072 .365 .215 .143 .426 2.350 

Contingency 

Reserve Ratio 

-.004 .010 -.033 -

.338 

.736 .131 -.041 -.026 .639 1.565 

Underwriting 

Ratio 

.004 .012 .029 .285 .776 .207 .034 .022 .575 1.738 

Liquidity Ratio .002 .002 .089 1.043 .301 .292 .125 .081 .836 1.196 

Cost To 

Income Ratio 

-.002 .003 -.061 -

.731 

.467 -.023 -.088 -.057 .868 1.152 

Claims Ratio .005 .020 .029 .268 .790 .248 .032 .021 .508 1.970 

Leverage Ratio -.003 .001 -.327 -

3.780 

.000 -.040 -.414 -.295 .813 1.230 

Source: Data computation results 

 

In comparison, the largest standardized beta coefficients have a significant impact on the design. In 

this case, we have, return on equity and leverage ratio (0.689 and -0.327 respectively) that have a 

positive and negative significant influence on the dependent variable ROA respectively. Retention 

ratio is the closest that may have an impact on ROA with a near significant value of 0.072. However, 

the other variables may not have any real influence on the dependent variable as also indicated in 

their respective p-values. Hence, in this case, each of the variables does predict the model but only 

returns on equity and leverage ratio have a significant influence on the dependent variable. It should 

be noted, however, that the number of years used may not give a precise prediction of the results 

outcome. 
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5.0 SUMMARY OF DATA ANALYSIS AND FINDINGS 

The research determined to ascertain and test the hypothesis using IBM SPSS Statistics 21. Firstly, 

to ascertain if a relationship exists between ERM variables and organizational performance in the life 

insurance sector for the period of 2012 and 2017. Several ratios depicting the risks in life insurance 

firms were used in the study. It was found that retention, underwriting, the cost to income, leverage, 

claims, contingency reserve, and liquidity ratios as well as return on equity predicted the dependent 

variable return on asset. It was found that 53.1% of the variation in ROA is explained by the variation 

of the independent variables. The findings seemed to show that there is a positive relationship 

between ERM variables and organization performance, thus rejecting the null hypothesis (H0) and 

accepting the alternate.  

 

However, limited financial data was used to test ERM variables, so the results though looks good 

cannot be trusted. For example, the change in profitability could simply be because of a change in 

accounting or because stock markets and bond markets were strong. These findings have thus solved 

the research problem and hypothesis. It shows that with this new regulation, life insurance firms can 

meet their obligations (claims, maturities, pensions, annuities and term contracts), attract investors 

and build goodwill and reputation, ultimately remaining viable in business. This study thus adds to 

the empirical research on the life insurance industry and academic literature.   

Various limitations were encountered in this paper. One primary limitation is the time allocated for 

this study. Resources available for the study were also limited. The data collection process also 

problematic as some company data was not available online or incomplete as the life firms were not 

internet connected in the previous years, hence, the use of data for a six-year period. More so, due to 

the change in accounting standards, this may have distorted some figures. Also, mergers and 

acquisitions in the industry have rendered some of the firm's data obsolete and unavailable, which 

have contributed to the research limitation. 

 

Further, life firms should transcend from a regulatory view of ERM to a strategic one. This view will 

improve upon their implementation rate and quality. This is necessary as the corporate existence of 

a company is not just measured regarding profitability but on goodwill and reputation which will in 

turn translate into a sustainable business outfit. 

The findings of this study will have a positive impact on the industry and academic literature. It thus 

adds a new perspective to the existing literature on accounting, insurance and risk management. The 
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findings revealed that the implementation of a holistic approach to risk management can influence 

organizations to perform better, manage risk efficiently and maintain sustainability.  

 

It should be noted however; that this paper is drawn from a thesis work submitted to a university for 

the award of a degree and may be available online as the author wishes to publish this at this time 
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