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ABSTRACT

Enterprise Risk Management (ERM) is a field of study which advocates for the
establishment and institutionalization of a formally documented and board approved
process for risk identification, measurement and control in a company with a view to
ensure that value is created and preserved. The discipline advocates for a holistic view
of a company’s ecosystem (governance, strategy, processes, people, systems and
performance) with a view to proactive identification and control of all potential
threats and opportunities, which can either impair or enhance the ability of a company
to achieving it primary objectives of maximizing stakeholder value. The objective of
this research was to establish the influence of enterprise risk management on the
financial performance of companies publicly listed in the Nairobi Securities
Exchange. The use of descriptive survey was the appropriate approach as it made it
possible to collect primary data on the independent variable (ERM) at a point in time.
The research targeted all the 63 companies listed at the Nairobi Securities Exchange
(NSE Website, 2017) and used a five point Likert scale questionnaire to collect the
primary data. The influence of ERM programme implementation on the financial
performance of listed companies was tested using linear regression, and out of the
study several conclusions were arrived at, which include; a properly defined,
documented and instituted ERM programme is essential for improved and sustained
corporate performance; that board oversight over the management of key risks
affecting companies is essential; that a well-defined risk management framework
should be in place and must be communicated to the entire staff of a company for its
implementation; that regular risks and controls self-assessment (RCSA) exercises
should be conducted; that staff should be regularly rewarded for their efforts in good
risk management practices; that regular risk management trainings should be
conducted to all staff with a view to increase their risk management awareness; and
equipping all the risk management teams with the necessary tools and processes for
effective implementation of enterprise risk management practices within the
companies.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

This research study explored the relationship between Enterprise Risk Management
(ERM) and its influence on company performance. ERM is a field of study which
advocates for the establishment of a formal documented and board approved process
for risk identification, measurement and control in a company with a view to ensure
that value is created and preserved. The discipline advocates for a holistic view of the
company ecosystem, and strives to determine and implement an optimal strategy
towards achieving the primary objectives of a company which are essentially to
maximize on shareholder value (Gorvett, 2011). ERM comprises of a set of processes
that deals with the risks and opportunities that affect company value creation and
preservation. It provides for a process that is given life by the top leadership team of a
company. The process is designed to identify potential risk events and manage them

within the company defined acceptable risk levels.

Corporate performance measures the overall financial health of a company over a
given period of time. There are many different methods for assessing the financial
performance of a company. These include use of metrics such as Return on Assets
(ROA), Return on Equity (ROE), Cost to Income Ratio (CTI) and Earnings per Share
(EPS) amongst others. This study inferred on these metrics to analyze the extent over
which such measures of company performance are influenced by the level of ERM

implementation.

The study was underpinned by a number of theories that advance the concept of

enterprise risk management. These theories include the Modern Portfolio Theory,



Capital Asset Pricing Model theory, Behavioral Decision-making and Resource-based
theory. All these theories have played a key role in informing the modern architecture
and level of appreciation of the importance of taking an enterprise-wide view into risk
management for the purposes of creating and preserving value within organizations.

The theories are discussed in chapter two.

1.1.1 Enterprise Risk Management

Madhu, (2008) defines Enterprise risk management (ERM) as a system which can be
used to measure and manage all risks that a company faces regardless of sources and
nature, while at the same time ensuring that the company is protected from imminent
dangers or crisis such as insolvency. This definition is enhanced by Walker et al.
(2003) who defines ERM as a systematically integrated and disciplined process for
managing risks within a company with the aim of ensuring that the company achieves
its objectives of maximizing and creating value for its shareholders and stakeholders.
Bogodistov, (2017) defines ERM as a collection of integrated processes that are
geared towards managing risks with a view to minimizing the volatility of company
returns and ensuring the survival of the company. The Institute of Risk Management
of the United Kingdom, (2002) defines ERM as a central part of a company’s
strategic objectives, aimed at providing a platform where companies can methodically
identify and address the risks that affect their business activities, whose goals are to

achieve sustained benefits for the enterprise.

The definitions bring out the focus of ERM as the identification and treatment of
enterprise-wide risks with the objective of achieving sustainable business growth and

value of a company. The process demands a deeper appreciation and understanding of



all risks and opportunities within the business environment that affect a company.
ERM programmes must be continuous and run throughout the entire company; must
be defined and documented and embody the approval of the top leadership team; must
encompass the entire spectrum of all feasible risks that are inherent in the internal and
external environment of the enterprise; must take a holistic and integrated company-
wide view and exhibit a disciplined approach that brings together the company’s
business strategies, corporate governance processes, factors of production such as
capital, systems, business processes, human resources, technology and knowledge

together.

ERM programmes must be entrenched into the culture and behavioral norms of the
company. It must translate the company strategy into tactical and operational key
activities, while assigning responsibility to each staff for the proper management of
risks that affect the company; must encourage and support accountability, enhance
performance measurement and reward, with a view to promoting operational
efficiency at all levels of the enterprise; and must have an overriding objective for
enhancing the company’s shareholder value and stakeholders interest, (Lechner and

Gatzert, 2016).

1.1.2 Corporate performance

Corporate performance provides a view into the state of a company’s business
growth, profitability and sustainability. When adequately analyzed, financial
information can provide better information and key insights for decision making. The
need to make better business decisions is a key driver of enterprise risk management

and helps businesses enhance their value creation and preservation, (Crane, 1998).



According to Griffin and Mahon, (1997), Successful performance of a company can
be measured in terms of business returns and profitability. These profitability and
balance sheet metrics when leveraged in a research study must be adequately assessed
for applicability in the context of the study. The metrics must be uniform across

companies and industries of study.

Some of the common measures used to assess the performance of a company include:
Return on Assets (ROA), which is a ratio that measure the company’s efficiency in
managing its assets in the generation of its revenues and indirectly affects the value of
a company; Return on Equity (ROE) measures the company’s profitability from the
perspective of the owners; Cost to Income (CTI) measures how efficient a company is
at managing its costs of operations and enhances profitability; and Earnings per Share
(EPS), which measures the return for shareholders generated by profits for a specific

year and valuation of the company, (Griffin and Mahon, 1997).

1.1.3 NSE Listed Companies and the Capital Market

The focus of the study was on NSE listed companies. According to NSE Website,
(2017), the exchange had 63 listed companies categorized into different sectors as
illustrated in Table 1 in the Appendices. NSE as the principal capital market in Kenya,
offers an automated and regulated platform for the listing and trading of equities and
bonds to both local and international investors looking to invest in the East African
capital markets. As per CMA Website, (2017), the exchange was licensed by the
Capital Markets Authority (CMA) with the objective of promoting, developing,

supporting and carrying out the business of a securities exchange in Kenya.



According to CMA, the agency was established by an Act of Parliament to supervise,

license and monitor the activities of market intermediaries, including NSE.

CMA has issued a number of guidelines which were geared towards ensuring that
listed companies adhere to good corporate governance practices of which adoption
and implementation of ERM programmes is part of the requirements. CMA demands
of listed companies under its supervision to adopt and implement enterprise risk
management programmes. The guidelines require the listed companies to establish
effective enterprise risk management policies and processes that are monitored by a
risk management function comprising of suitably qualified and experienced

professionals (CMA Risk Management and Internal Control Guidelines, May 2012).

1.2 Research Problem

ERM is an integrated process that is set out by a company with a view to
systematically identify, assess, manage and control risks that impact its business
operations. It has been argued by a number of scholars whose work is elaborated in
chapter 2 that, when effectively adopted and implemented ERM can lead to enhanced
corporate performance, (COSO, 2014). Corporate performance is a term that is used
to portray the health of a company occasioned by its business activities. This health
can be in the form of business profitability, growth, process efficiency, cost reduction
and increase in market share. The link between ERM and corporate performance is

important especially for companies operating in heavily regulated sectors or markets.



NSE listed companies by virtue of being under the supervision of CMA, are required
to implement robust ERM programmes with the intended objective of enhancing the
corporate value of the company over time and guarantee its sustainability. According
to Kopia et al, (2017), a number of scholars have tried to draw linkages between ERM
and company performances with varied conclusions. Some have established a positive
relationship while others have not. Hoyt et al, (2006) performed a study on the value
of ERM and its influence on corporate performance of U.S. Insurance Firms. The
conclusions drawn from this study were that ERM creates value. Jean-Louis and
Walker, (2012) on a study of ERM and its influence on company performance, found
that the adoption and implementation of ERM enhances management consensus,

better decision-making and communication of risks within the business.

Negative correlation between ERM and corporate performance have also been noted
in a couple of studies. In a research study by Pooser and Tobin (2012), one of their
conclusion was that ERM does not influence the ROA of a company. Linda and
Baroroh (2016), on a study of ERM on company value mediated through financial
performance concluded that ERM does not have significant influence on company
value and profitability. Norlida and Manab, (2013) on their study on ERM’s influence
on company value concluded that although ERM contributes to increased shareholder
value, it is not evident if it is the only factor implying that other factors could be

playing a role.



The shortcomings of the empirical studies reviewed included inadequate responses
from the study targeted groups, use of financial data that only spans one year horizon,
few studies having been conducted especially from the developing and emerging
countries. For example in Kenya there were only three studies that have been cited on
ERM namely a review of ERM strategies and practices as determinants of
performance in commercial Banks by Wambua, (2010); the impact of ERM on the
corporate value of NSE listed companies by Waweru and Kisaka, (2011); and ERM
impact in the financial services industry by Musyoki and Komo, (2017). In addition
the study by Wambua, (2010) only focused on financial risks leaving out non-

financial risk inherent in the Banking business.

These shortcomings and limitations coupled with varied divergent views and
conclusions presented a compelling need to continue conducting studies in this area
with a view to determine if enterprise risk management has influence on company
performance and contribute to the body of knowledge of this subject. This study
therefore attempted to address the question: what is the influence of ERM on the

performance of firms listed at the Nairobi Securities Exchange (NSE)?

1.3 Research Objective
The objective of this research was to establish the influence of ERM on the

performance of companies publicly listed at the Nairobi Securities Exchange.



1.4 Value of the Study

The study will contribute to existing body of knowledge and literature needed to
sustain advancements towards realization of an enterprise risk management theory,
which later studies can make reference to in conducting other studies. ERM as a
discipline is fairly new and its adoption and implementation in developing nations is
quite low and therefore this study will generate interest in ERM and identify

additional areas of research studies for scholars and research students.

The study will enrich the ongoing policy discussion around better adoption and
implementation of enterprise risk management programmes as catalysts for good
corporate governance and performance in both public and private companies. The
Kenya Government through the Mwongozo Code of Governance has made it
mandatory for all public institutions to adopt and implement ERM, and therefore this
study will contribute to ERM institutionalization by showcasing empirical evidence

on the benefits of implementing ERM, (SCAC, 2015).

For ERM professionals and practitioners, this study will provide them with tested best
practice standards drawn from listed companies which they can leverage and
implement in their companies. The study will also highlight challenges that listed

companies experience in implementation of ERM.



CHAPTER TWO: LITERATURE REVIEW
2.1 Introduction
This section covers the theoretical foundation and similar studies that have been
conducted to establish existence of a positive relationship between ERM and
company performance. The theories discussed include the Modern Portfolio Theory,
Capital Asset Pricing Model, behavioral decision-making and resource—based

theories. A number of both local and global studies on the subject are also discussed.

2.2 Theoretical Foundation

This section consists of theories which relate to the study. Four theories have been
described. They comprise Modern Portfolio Theory by Harry Markowitz’s, Capital
Asset Pricing Model Theory by Sharpe (1964) and Lintner (1965), Behavioral
Decision Theory by March and Shapira (1982) and Resource-based Theory by Barney

etal, (2011).

2.2.1 Modern Portfolio Theory (MPT)

ERM is a discipline that traces its roots from the Modern Portfolio Theory. The theory
advances a methodology for evaluating the aggregate risk of a portfolio of securities
coupled with the expected returns. In Modern Portfolio Theory, an investor would
select a portfolio of securities that produces better returns. The model makes an
assumption that investors are naturally risk averse and therefore when choosing
between portfolios, they would only care about their expected returns compared to the
risks of the portfolio. As a result of this expectation, investors end up choosing
portfolios that minimize the risk of portfolio returns and maximizes the portfolio

expected returns, given the attendant risks.



ERM extends this theoretical concept of MPT beyond financial risks to include all
other risks that face a company. The theory does not support the assertion that ERM
creates value, but argues that investors are not concerned with company-specific risks
since these risks within a portfolio can be easily eliminated through diversifying the
assets in the portfolio, and this the investors can do by themselves and does not need
the company to do it for them. The theory also contends that in a perfect capital
market, ERM does not create value but leads to its destruction by forcing the
companies to spend on setting up the ERM systems and processes. This expenditure
represents an outflow of resources from the business which is a direct cost to the

investor (Beasley, Pagach, and Warr, 2008: 2011).

The last couple of years has experienced varied theoretical research that have been
key in championing the need for ERM and have provided justification for ERM
adoption and implementation in companies. Nocco and Stulz, (2006) in their study of
MPT and ERM argued that the state of market imperfections in the economies and
business environments render invalid the assertion by MPT that the markets are
frictionless and therefore companies need not manage risks as these does not arise.
Smith and Stulz, (1985) argued that ERM helps avoid the costs for potential financial
distress that may otherwise occur if ERM is not implemented. Schleifer and Vishny,
(1992) argued that ERM helps avoid cases of asset fire sales such as disposal of
securities at a throw-away price as a result of lower-tail earnings during times of

financial distress such as the one experienced in 2007 — 2009.
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Lam, (2003); Soileau, (2010) and Tonello, (2007), contends that ERM reduces losses
and earnings volatility by improving on the level of returns to capital and shareholder
value. Lai and Samad, (2009); Liebenberg and Hoyt, (2003) argued that improved
ERM translates into better strategic and operational decision making; while Lam,
(2003); Belmont, (2004); Crouhy, Galai, and Mark, (2006) argued that ERM
strengthens management ’s confidence of business operations, and enhances better

corporate governance systems coupled with enhanced business reputation.

2.2.2 Capital Asset Pricing Model (CAPM)

Sharpe (1964) and Lintner (1965) through this theory (CAPM) advanced the MPT
approach one step further. CAPM offers a powerful and intuitively acceptable
predictions on how to assess risks and the relationship between expected returns of an
asset and the risk tied to the asset also known as volatility. Following CAPM, a theory
on Options Pricing by Black, Scholes and Marton, (1973) was introduced picking up
on the concepts advanced by both MPT and CAPM. According to Fong-Woon et al,
(2011), CAPM provides a limited risk pricing model, which is based on a single
market risk factor in that it compensates investors for the portfolio systematic risk
they assume. The model does not accurately predict asset returns. This is due to its
limitations as it fails to incorporate non-market risk factors, which are relevant for the

asset price movements.

The limitations of MPT and CAPM are addressed by ERM, which provides for the
consideration to other risk factors beyond the systematic risks that would concern an
investor. Fong-Woon goes further to advance ERM as a process that addresses the

limitations of CAPM by identifying and analyzing risks from a holistic and company-

11



wide perspective with a view to managing the uncertainties the company faces as it
creates value. ERM implementation framework provides the building blocks for a
multifactor risk pricing model which is advanced by CAPM through its market based,

single-factor model.

2.2.3 Behavioral Decision Theory

In the behavioral study of how management makes decision, a study conducted by
March and Shapira (1982) and Slovic (1985), Fischhoff and Lichtenstein (1985), the
researchers concluded that managers on their own volition go after risks, which aligns
to their self-orientation and behaviors in life. The studies further advanced the view
that managers are not sensitive to estimates of the probabilities of possible outcomes,
which is a key concept being advanced by ERM. The studies also concluded that
managers are increasingly affected by the way their attention is focused on critical
performance targets, which all of them would be chasing after to ensure they are

achieved as these offer a reward.

However according to Allais, (1953) and Arrow, (1965), the importance of risk to
decision making is critical and can be attested by its position in decision theory,
which is evident in the way managers think before making a decision. The managers
would consider all the possible events that can either impact positively or negatively
on their choice path. The same conclusion is drawn by Peters and Waterman, (1982)
in their study of managerial ideology and Crouch and Wilson, (1982) in their study of
risk assessment and management decision-making. In the studies, probability
estimates of risks are considered and trade-offs framed to assess the factors that affect

management actions as a consequence of decisions taken.

12



2.2.4 Resource-based Theory

According to Barney et al, (2011), the resource based theory assumes that there is
significant diversity of resource endowments between companies and explains the
entrenchment of competitive advantage between companies that possess a vast
majority of resources. To achieve sustainable competitive advantage, a company must
possess valuable resources that its competitors would not have or would find it
difficult to harness. The processes, systems and strategies geared towards creating this
pool of resources that are unmatched is a critical pillar of advancing a holistic view
into ERM. The theory demands companies to purposefully advance opportunities for
creating, harnessing and aligning its resource base (Helfat et al, 2007) with a view to
achieve competitive advantage through measures such as better portfolio risk
management and quick adoption to dynamic and turbulent business environments

(Teece et al, 1997).

Due to environmental complexity, companies are subject to an unlimited amount of
risks (Bromiley and Rau, 2016, Burisch and Wohlgemuth, 2016; Luhmann, 1995) of
which management cannot deal with all of them at the same time and needs to
identify and focus on those with the greatest impact on the company. Applying the
resource-based theory clarifies which risks the company should focus on with the
limited resources. This theory requires companies to routinely reassess their resource
bases and appreciate the changing nature of available resources in addressing the risks

that impact them.
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2.3 Enterprise Risk Management and Corporate Performance

Effective management of risks creates and preserve value. Value can be in the form of
new business opportunities which need to be taken advantage of. Value preservation
is achieved through processes such as instituting proper and sound internal controls to
prevent unwarranted losses occasioned by fraudulent business activities, corruption,
non-compliance with regulatory requirements and wastage of resources as a result of
inefficiencies in the processing and execution of processes, (COSO, 2014). ERM
provides a platform for the prompt and proactive identification and responding to
risks that manifests themselves in the industries and environments in which
companies operate from, with a view to enhance the achievement of business

objectives in an efficient, effective and integrated way (Anderson, 2005).

The financial crisis of 2007 — 2009 (also known as the sub-prime credit crisis) greatly
affected the USA, Europe, Asia and some economies in Africa. The crisis led to
massive losses and was considered one of the worst global financial crisis since the
great depression. It is argued that some of the factors that led to the manifestation of
the crisis included inadequate corporate governance practices, poor ERM processes,
over-leveraging, and incorrect pricing of risks (Yeoh, 2009). During that period many
companies in the USA and Europe were declared bankruptcy, while some sought
government bailouts. At the heart of the crisis was poor risk management practices.
Sabatini and Ingram, (2010), Lundgvist, (2014), goes further to indicate that
following the crisis, a number of weaknesses in ERM were identified, new regulations
on ERM and corporate governance practices were developed and companies put to

task to strengthen their ERM programmes (Leen and Roland, 2012).
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Mikes and Kaplan (2014), studied ERM as an evolving business concept by
showcasing empirical studies and corresponding findings on its current state of
maturity. The study encompassed a survey of available academic literature on ERM
and a ten-year field project research, where 250 senior risk officers were interviewed
and three detailed case studies conducted. The study concluded that ERM is a critical
component of good corporate governance practices. The study also noted that
companies with the potential for higher risk of financial distress are more likely to
accommodate and adopt ERM which in itself is indicative of the value add of
employing ERM in companies. Stephen Gates et al. (2013), conducted a research
study of ERM practices in companies to assess the practical value of ERM. The
conclusions of the study indicated that adoption and implementation of ERM in
companies contributes to increased management consensus which is critical for sound
implementation of company strategies, better decision making and communication of

risk taking situations in the business.

Grace et al. (2010) performed a study of ERM practices in the insurance industry
through assessing the impact of ERM on company performance. The study concluded
that ERM creates value and enhances performance. McShane et al. (2011) reviewed
the relationship between ERM implementation and company performance by
leveraging Standard and Poor index that incorporates ERM as a variable factor in its
rating of insurance companies. From the study they discovered existence of a sound
relationship between ERM implementation and performance. They established that
ERM contributes to shareholder value and similarly offers opportunities for
competitive advantages to insurance companies enabling them achieve superior

ratings and adherence to solvency regulations.
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Jalal-Karim (2013), evaluated the impact of ERM on enhancing competitive business
advantages among selected Bahrain corporations using Cronbach alpha test,
regression and correlation analysis and concluded that ERM enhances competitive
advantage. Gatzert and Martin (2015), studied whether ERM programs can create
value by conducting a comparative assessment of empirical evidence from available
literature and found the existence of a positive relationship. Lechner and Gatzert
(2016), conducted a study on the characteristics of a company that determine the level
of ERM implementation and subsequent effect of ERM on the value of the company
by focusing on companies listed at the German stock exchange. They concluded that
ERM is essential at improving company value for the listed companies. Lin et al.
(2012) on a study of the effects of ERM on firm performance, concluded that ERM
does not create value. Lundgvist and Vilhelmsson (2016) in their study, concluded
that higher levels of ERM implementation is a key contributor to reduced levels of

default risk indicating that ERM preserves value.

In Kenya, Waweru and Kisaka (2013) conducted a similar study in the Kenyan
context with a focus on the companies listed at the Nairobi Stock Exchange. Their
study sought to assess the significance of factors that drive the level of ERM
implementation and ascertain whether there was any relationship between ERM
implementation and its impact to the value of NSE listed companies. Their research
findings indicated that a majority of the companies considered ERM as a strategic
business initiative. Consistent with prior research done by Hoyt and Liebenerg (2011),
the study established a positive relationship between ERM and corporate
performance. Wambua (2010), conducted a study that sought to analyze the various

risk management practices adopted by commercial banks and their influence on
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performance in Kenya. The research used descriptive statistics and regression analysis
to analyze the results and the conclusion was that ERM contributes to the
performance of banks in the management of credit, liquidity, interest and foreign
exchange risk. The downside to the study was the limitation in the type of risks
considered. The study left out non-financial risks such as governance risk, strategic

risk, reputational risk, legal and compliance risks and operational risks.

The summary of the studies suggest that taking risk controllably is essential for
companies since it can lead to enhanced business growth and produce returns that are
in excess of the cost of capital, (Madhu, 2008). ERM as a process provides a strategic
view into the threats that would impact a company and helps it protect its assets from
the risk of diminished returns, (Ballantyne, 2013). The process provides for effective
reporting and adherence to existing laws and regulations; protects and adds value to
the company and its stakeholders through provision of a platform where company
decisions are made in a consistent and controlled manner; contributes to a more
efficient use and allocation of company resources in the form of capital; protects and
enhances the company image and optimizes operational efficiency, (COSO, 2004;
Nocco and Stulz, 2006). ERM helps forestall potential company failures, scandals,
and fraud, (Manab et al, 2010). Therefore in view of these benefits, the process can be
considered as a company governance initiative that constrain and help coordinate the
leadership team and other company staff members’ behavior for the betterment of the
company and improved corporate performance, (Baxter, Bedard, Hoitash and

Yezzegel, 2013).
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CHAPTER THREE: RESEARCH METHODOLOGY
3.1 Introduction
This chapter explains how the research was conducted, the methods and tools for data
collection, the research design and its justification, the population of the study and

methods for data analysis including presentation.

3.2 Research Design

Burns and Grove (2003) explains the research design as a blueprint that enables a
researcher to have maximum control over the factors that may affect the validity of
the study findings by providing a plan that adequately illustrates how, when and
where research data is to be collected and analyzed. The study used a descriptive
survey design. The use of descriptive survey was the most effective as it made it
possible to collect primary data on ERM implementation at a point in time from the

target respondents.

3.3 Population

The research targeted all the 63 companies listed at the Nairobi Securities Exchange
(NSE Website, 2017). The listed companies were selected for this study due to their
large size, exposure to regulatory agencies, public and/ or investor scrutiny. They
were expected to more likely have implemented ERM programmes. Listed companies
are expected to adhere to good corporate governance practices as provided for under
the Capital Markets Authority code of company governance and NSE listing
requirements (CMA Website, 2017); and therefore this made them best subjects for
this study as their level of ERM implementation was expected to be above average

compared to non-listed companies.
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3.4 Data Collection

Primary data on enterprise risk management (independent variable) and secondary
data on corporate performance (dependent variable) from the NSE quoted companies
was used in this study. Questionnaire was used to collect the data on the independent
variable, while secondary data on corporate performance was obtained from the
companies’ annual reports. The questionnaire was divided into three sections. Section
1 comprised general information about the respondent and the company they work
for. The respondent were requested to supply general information such as the
company they work for, current position, industry/ sector, number of staff and the
number of years with the company. Section 2 sought to establish if the company had
set-up the right ERM governance, policies, systems and processes necessary for an
effective implementation of ERM within the company and section 3 sought to

establish the ERM risk culture established within the company.

The questionnaire consisted of statements with rating scale ranging from 1 to 4; where
1 — indicated strong opposition and 4 strong support to the statements. Each
respondent was asked to rate the degree to which they agree or disagree with the ERM
implementation statements provided for in the questionnaire. The full scale comprised

of [1] strongly disagree, [2] disagree, [3] agrees, [4] strongly agrees.

3.5 Data Analysis

Research data analysis comprised processes geared towards ensuring that the data
collected was correct and adequate for the task of analysis. Data clean-up and analysis
was performed with the aim of discovering useful information, suggesting

conclusions, and supporting decision-making. Measures of central tendency such as
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mean and standard deviation were used to analyze and summarize the data and
findings presented in tables. The influence of ERM on company performance was
tested using simple linear regression analysis. The regression model was: Y = Bo +
BiX + e, where Y is the dependent variable (corporate performance), Bo is the

constant, X is the independent variable ERM and ‘¢’ is the error term.
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CHAPTER FOUR: RESEARCH FINDINGS AND DISCUSSIONS
4.1 Introduction
The chapter present the research findings with the discussion from the data results of

response rate, descriptive findings and regression analysis.

4.2 Response rate

This section represents the response rate of the respondents. The number of
questionnaires that were administered were 63, out of which 58 were properly filled
and returned by the respondents. This represents a 92 percent response rate. A
response rate of 50 percent or more is adequate, as supported by Rear and Parker

(2011), who indicated that a higher response rate assures more accurate survey results.

Response Rate

Non Returned

8% \

Returned
92%

Figure 4.2: Response Rate

4.3 Descriptive Statistics Results for Enterprise Risk Management

4.3.1 Risk governance

The study sought to establish the level at which the respondents agreed or disagreed
on the existence of proper risk governance structures within their companies, which

are instrumental for enhanced corporate performance.
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Table 4.3.1: Risk governance

Measures

Mean

Std. Deviation

1. The company has the right risk governance structures
(department) for the proper management of risks that

affect the business performance.

4.02

0.39

2. The board and senior management adequately
provide oversight over the proper management of the

company’s enterprise risk management programme.

441

0.79

3. The heads of business units are at the forefront of
championing the risk agenda within the company and
they ensure that the risks that affect their business

units are effectively managed.

4.50

0.63

4. The board and senior management effectively
promote the risk agenda within the company and

ensure that it is effectively managed.

4.33

0.78

5. The board and senior management have allocated
adequate resources in the form of budgetary
allocations and human resources for the purposes of

effectively managing risks that impact the company.

4.47

0.71

The study established that the majority of the respondents agreed that their companies

have the right risk governance structures for the proper management of risks that

affect their businesses with a mean of 4.02; that their boards and senior management

teams adequately provide oversight over the proper management of the company’s

enterprise risk management programme with a mean of 4.41; that their heads of
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business units are at the forefront of championing the risk agenda within their
companies and they ensure that the risks that affect their business units are effectively
managed with a mean of 4.50; that their boards and senior management teams
effectively promote the risk agenda within their organizations and ensure that it is
effectively managed with a mean of 4.33; and lastly that their boards and senior
management teams have allocated adequate resources in the form of budgetary
allocations and human resources for the purposes of effectively managing risks that

impact the company with a mean of 4.47.

4.3.2 Risk management policies and framework

The study sought to establish the level at which the respondents agreed or disagreed
on the existence of appropriate risk management policies and framework within their
companies, which are instrumental for enhanced corporate performance.

Table 4.3.2: Risk management policies and framework

Measures Mean Std. Deviation

1. The company through the board and senior 3.33 1.63
management have adequately communicated the

company’s risk management framework to all staff.

2. The company’s risk management policies for 4.48 0.99
managing financial and no-financial risks are
effectively being utilized within the company to

manage the related risks.

3. The company’s risk appetite statement is well 3.79 1.68
articulated within the company and is used in

managing the risks that affect the company.
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The study established that the majority of the respondents agreed with the statement
that the companies through the board and senior management teams have adequately
communicated the company’s Risk management framework to all staff, with a mean
of 3.33; that their companies risk management policies support the management of
both financial and no-financial risks, with a mean of 4.48; and that their companies
risk appetite statements are well articulated and leveraged in managing the risks that

affect the companies with a mean of 3.79.

4.3.3 Risk management processes and practices

The study sought to establish the level at which the respondents agreed or disagreed
on the existence and implementation of appropriate risk management processes and
practices within the companies, which are instrumental for enhanced corporate
performance.

Table 4.3.3: Risk management processes and practices

Measures Mean Std. Deviation

1. Risks within the company are proactively being
identified and managed in all business units with a|4.74 0.69

view to create new and preserve existing value.

2. The company conducts regular risks and controls
self-assessment (RCSA) exercises across the
company and the results of such exercises are being |4.57 1.03
used to adequately manage the key risks that affect

the company.
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Measures

Mean

Std. Deviation

3.

The company has good internal controls that have
been optimized through proper design and
documentation with a view to improve on process

efficiency and effectiveness.

4.71

0.88

The company regularly uses risk reporting
dashboards to enhance the level of communication of
key risks that impact the company to the board of

directors and senior management staff.

3.29

1.65

The company’s board and senior management
actively takes into consideration the risks that may
impact the company’s goals and objectives during

company strategy planning sessions.

4.38

1.11

Regular risk management trainings are an important
part and parcel of human resource capacity building
within the company and both the board and senior
management team continue to commit adequate

resources for these trainings.

3.76

1.68

The study established that a majority of the respondents agreed with the statement that

risks within the company are proactively being identified and managed in all business

units with a view to create new and preserve existing value with a mean of 4.74; that

the company conducts regular Risks and controls self-assessment (RCSA) exercises

across and the results of such exercises are being used to adequately manage the key

risks that affect the company with a mean of 4.57; that the company has good internal
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controls that have been optimized through proper design and documentation with a
view to improve on process efficiency and effectiveness with a mean of 4.71; that the
company regularly uses Risk reporting dashboards to enhance the level of
communication of key risks that impact the company to the board of directors and
senior management staff with a mean of 3.29; that the company’s board and senior
management actively takes into consideration the risks that may impact the
company’s goals and objectives during company strategy planning sessions with a
mean of 4.38; and that regular risk management trainings are an important part and
parcel of human resource capacity building within the company and both the board
and senior management team continue to commit adequate resources for these

trainings with a mean of 3.76.

4.3.4 Risk Culture
The study sought to establish the level at which the respondents agreed or disagreed
on the existence of an appropriate risk culture within their companies, which are

instrumental for enhanced corporate performance.
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Table 4.3.4: Risk culture

Measures Mean Std. Deviation

1. Communication about risks that impact the company

is open, timely, and transparent and provides all key
4.52 1.20
stakeholders with the relevant information that

informs the decisions and norms of the company.

2. Heads of departments and other staff members are
regularly rewarded for appropriate risk management|4.39 1.31

practices within the company.

3. Discussions of risks that affect the business units is
4.78 0.62
part of the management team meeting agendas.

4. The leadership team has adopted an integrated view of

risks that incorporates corporate governance, strategic,
4.66 0.85
operational, compliance, fraud, reputational, security,

business continuity, ICT and environmental risks.

5. Enterprise risk management improves the quality,

efficiency and effectiveness of our processes, systems,
4.71 0.75
and activities and supports us avoid/ reduce on

wastage and unwarranted losses.

6. Enterprise risk management is viewed by the board
and senior management staff as a valuable tool for|4.57 1.08

enhancing the performance of the company.

The study established that a majority of the respondents agreed with the statement that

communication about risks that impact the company is open, timely, and transparent
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and provides all key stakeholders with the relevant information that informs the
decisions and norms of the company with a mean of 4.52; that the heads of
departments and other staff members are regularly rewarded for appropriate risk
management practices within the company with a mean of 4.39; that discussions of
risks that affect the business units is part of the management team meeting agendas
with a mean of 4.78; that the leadership team has adopted an integrated view of risks
that incorporates corporate governance, strategic, operational, compliance, fraud,
reputational, security, business continuity, ICT and environmental risks with a mean
of 4.66; that enterprise risk management improves the quality, efficiency and
effectiveness of their processes, systems, and activities and supports avoidance/
reduction of wastage and unwarranted losses with a mean score of 4.71; and that
enterprise risk management is viewed by the board and senior management teams as a

valuable tool for enhancing the performance of the company with a mean of 4.57.

4.4 Enterprise Risk Management and Performance

The objective of this study was to establish the influence of enterprise risk
management on performance of firms quoted on the Nairobi Securities Exchange.
This was done using simple linear regression analysis. The results are presented in
table 4.4 below.

4.4.1 Correlations Analysis

Correlation is a term that refers to the strength of a relationship between two
variables. A high correlation means that two or more variables have a strong
relationship with each other while a weak or low correlation means that the variables

are hardly related. Correlation coefficient can range from -1.00 to +1.00. The value of
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-1.00 represents a perfect negative correlation while a value of +1.00 represents a
perfect positive correlation.

Table 4.4.1: Correlations

Correlations Corporate Enterprise Risk

Performance Management

Performance Pearson Correlation 1.00 .862
Sig. (2-tailed) .000
N 58 58

The study established positive association between dependent (corporate
performance) and independent variable (enterprise risk management) at 0.05
significance level. The results in Table 4.4.1 show that the relationship between
enterprise risk management and corporate performance with Pearson correlation of
.862. The correlation matrix implies that the association between the independent
variable (enterprise risk management) and corporate performance is high and
therefore enterprise risk management being a key determinant of corporate

performance of companies publicly quoted on the Nairobi Securities Exchange.
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Table 4.4.2: Regression Results

Model summary

Model

R

R Square

Adjusted R Square

Std. Error of the Estimate

1

.921°

.848

.846

307

a. Predictors: (Constant), Enterprise Risk Management

b. Dependent Variable: Corporate Performance

ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression  28.43 1 28.43 313.03 .000°
Residual 5.09 56 .09
Total 33.52 57
a. Dependent Variable: Corporate Performance
b. Predictors: (Constant), Enterprise Risk Management
Coefficients®
Model Unstandardized Standardized Sig.
Coefficients Coefficients
B Std. Error  |Beta
(Constant) .684 236 2.91 .005
Enterprise risk .870 .049 921 17.69 .000
management (ERM)

a. Dependent Variable: Corporate Performance
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The results in Table 4.5 show that R = 0.921, implying a strong relationship between
the independent variable (enterprise risk management) and the dependent variable
(corporate performance). The R — Squared is 0.848; meaning that 84.8% of the
variation in corporate performance of firms quoted on the Nairobi Securities
Exchange is attributed to a one unit change in enterprise risk management at 95%
confidence interval. The remaining 15.2% is due to factors not included in the study.
The ANOVA results indicated that the model was statistically significant (F=313.028,
p<0.05). The table further shows a significant beta co-efficient (Beta=0.921;
t=17.693; p<0.05). The beta value implied that for one unit increase in enterprise risk
management, corporate performance increased by 0.921. The findings therefore
confirm that enterprise risk management has a significant influence on the
performance of companies quoted on the Nairobi Securities Exchange. These results

confirm the objective of this study.
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CHAPTER FIVE: SUMMARY, CONCLUSIONS AND
RECOMMENDATIONS
5.1 Introduction
This chapter presents the summary of the findings, conclusion and recommendation of

the study objectives and the corresponding hypothesis.

5.2 Summary of the Findings

The general objective of the study was to determine the influence of ERM on the
performance of companies publicly quoted on the Nairobi Securities Exchange. The
study established that there was a positive correlation between enterprise risk
management and corporate performance. The simple linear regression results returned
an R-Squared of 84.8%, which implied that 84.8% of the variation in corporate
performance of firms quoted on the Nairobi Securities Exchange is attributed to a one

unit change in enterprise risk management.

From the descriptive statistics results, the study also confirmed that a majority of the
companies quoted on the Nairobi Securities Exchange have the right risk governance
structures in place for the proper management of risks that affect their businesses;
they have boards and senior management teams that adequately provide oversight
over the proper management of enterprise risk management programmes; their boards
and senior management teams effectively promote the risk agenda within their
companies and ensure that risk is effectively managed; their boards and senior
management teams have allocated adequate resources for the purposes of effectively
managing risks; and that their companies risk management policies cover both

financial and no-financial risks.
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5.3 Conclusion

The study therefore conclude that enterprise risk management has a significant
influence on the performance of companies quoted on the Nairobi Securities
Exchange. To ensure a properly designed and instituted enterprise risk management
programme, proper risk governance structures; risk management processes and
practices; risk management framework and policies; and risk culture must be
embedded and awareness created across the entire company for the benefits to be
realized. The benefits can take many forms, some of which include improved quality,
efficiency and effectiveness of company processes and services, reduction in wastage

of resources and unwarranted losses.

5.4 Recommendations

The study recommends that companies should institute and nurture good enterprise
risk management programmes. The programmes should encompass the design and
institutionalization of appropriate risk governance structures to effectively provide
direction and oversight over the management of risks that affect such companies.
Enterprise risk management frameworks and policies should be defined and
communicated across the enterprise to widen the ownership and enhance
responsibility and accountability for all staff in the management of risks within the
companies. A sustained campaign to improve on risk culture should be introduced in
companies coupled with regular risk management practices of risk identification, risk
assessment, risk control and mitigation. The campaign should encourage
communication of risks in an open, timely, and transparent manner and provide all
key stakeholders with the relevant information that informs the decisions and norms

of the company.
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Enterprise risk management programmes should be supported by the top leadership
team. The support should be in the form of budgetary allocation and human capacity
enhancements. Regular risk management trainings should be conducted to all staff of
the company. The risk management programme should be monitored and assessed for
progress on a continual basis to ensure the envisaged benefits are realized and

sustained.

5.5 Limitations

The study targeted all the companies quoted on the Nairobi Securities Exchange,
which were 63; however only 58 responded. It remains unknown how the remaining
five could have impacted the results. The study only used questionnaire to collect the
data on the independent variable, this form of data collection could encourage certain
biases on the part of the respondents. It remains unknown how the results would have
come out if the questionnaire would have been complemented with one-on-one
interviews with the respondents. The study used a simple linear regression analysis to
assess the relationship between the independent (enterprise risk management) and
dependent variable (corporate performance). It remains unknown how the
introduction of intervening or intermediating variables would have affected the results
of the study. Lastly some respondents could have been biased while giving
information on the questionnaire due to fear of confidentiality and others refused to

provide answers to questions they viewed to be personal.
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5.6 Areas for Further Research

The study targeted companies quoted on the Nairobi Securities Exchange. Such
companies due to enhanced public scrutiny and stiff regulatory requirements by the
Capital Markets Authority and the Central Bank of Kenya, are expected to have
robust enterprise risk management programmes and may be inclined to positively
affirm its benefits on corporate performance. The assertion could be different for
companies which are not quoted and regulated. Therefore by expanding the target
respondents to include unquoted and unregulated companies can form an area for

further research.

The study through the use of linear regression model to analyze the relationship
between the independent (enterprise risk management) and dependent variable
(corporate performance) left out possible intervening and mediating variables, which
may have had an effect on the study results. There is an opportunity to enhance the
study by considering such additional variables. This was also confirmed by the 12.8%
in the regression analysis results of the relationship between the independent and
dependent variable, which could not be explained since it was due to other factors not

included in the study.

The study considered enterprise risk management in totality as an independent
variable; however there are a number of subsets of enterprise risk management such
as corporate governance risk, strategic risk management, financial risks (credit risk,
liquidity risk, and market risk), operational risk, business continuity risk, reputational
risk, political risk, information technology and communication risk, cyber security
risk and regulatory risk. These subsets present an opportunity for further research to
assess their influence on performance of companies.
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APPENDICES

Appendix 1: NSE Listed companies

Table 1: List of companies in the Nairobi Securities Exchange (NSE)

No. company Symbol Sector

1 ARM Cement ARM Industrials

2 Atlas African Industries AAl Industrials

3 B O C Kenya BOC Basic Materials
4 Bamburi Cement BAMB Industrials

5 Barclays Bank of Kenya BBK financials

6 BAT Kenya BATK Consumer Goods
7 Britam (Kenya) BRIT financials

8 Car & General (K) CG Consumer Services
9 Carbacid Investments CARB Basic Materials
10 Centum Investment Co ICDC financials

11 CIC Insurance Group CIC financials

12 Co-operative Bank of Kenya COOP financials

13 Crown Paints Kenya BERG Basic Materials
14 Deacons East Africa DCON Consumer Services
15 Diamond Trust Bank Kenya DTK financials

16 Eaagads EGAD Consumer Goods
17 East African Breweries EABL Consumer Goods
18 East African Cables CABL Industrials

19 East African Portland Cement EAPC Industrials
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https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=ARM
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=AAI
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=BOC
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=BAMB
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=BBK
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=BATK
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=BRIT
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=CG
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=CARB
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=ICDC
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=CIC
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=COOP
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=BERG
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=DCON
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=DTK
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=EGAD
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=EABL
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=CABL
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=EAPC

No. company Symbol Sector

20 Equity Group EQTY financials

21 Eveready East Africa EVRD Consumer Goods
22 Express Kenya XPRS Consumer Services
23 Flame Tree Group Holdings FTGH Basic Materials

24 Housing Finance Co Kenya HFCK financials

25 Home Afrika HAFR financials

26 I&M Holdings IM financials

27 Jubilee Holdings JUB financials

28 Kakuzi KUKZ Consumer Goods
29 Kapchorua Tea company KAPC Consumer Goods
30 KCB Group KCB financials

31 KenGen company KEGN Utilities

32 KenolKobil KENO Oil & Gas

33 Kenya Airways KQ Consumer Services
34 Kenya Orchards ORCH Consumer Goods
35 Kenya Power & Lighting Co KPLC Utilities

36 Kenya Re KNRE financials

37 Kurwitu Ventures KURV financials

38 Liberty Kenya Holdings CFCI financials

39 Limuru Tea Co LIMT Consumer Goods
40 Longhorn Publishers LKL Consumer Services
41 Mumias Sugar Co MSC Consumer Goods
42 Nairobi Business Ventures NBV Consumer Services
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https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=EQTY
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=EVRD
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=XPRS
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=FTGH
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=HFCK
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=HAFR
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=IM
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=JUB
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=KUKZ
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=KAPC
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=KCB
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=KEGN
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=KENO
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=KQ
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=ORCH
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=KPLC
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=KNRE
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=KURV
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=CFCI
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=LIMT
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=LKL
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=MSC
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=NBV

No. company Symbol Sector

43 Nairobi Securities Exchange NSE financials

44 Nation Media Group NMG Consumer Services
45 National Bank of Kenya NBK financials

46 NIC Bank NICB financials

47 Olympia Capital Holdings OCH Industrials

48 Safaricom SCOM Telecommunications
49 Sameer Africa FIRE Consumer Goods
50 Sanlam Kenya PAFR financials

51 Sasini SASN Consumer Goods
52 CfC Stanbic Holdings CFC financials

53 Standard Chartered Bank Kenya SCBK financials

54 Standard Group SGL Consumer Services
55 Stanlib Fahari I-REIT FAHR financials

56 Total Kenya TOTL Oil & Gas

57 TPS Eastern Africa TPSE Consumer Services
58 TransCentury TCL Industrials

59 Uchumi Supermarkets UCHM Consumer Services
60 Umeme UMME Utilities

61 Unga Group UNGA Consumer Goods
62 Williamson Tea Kenya WTK Consumer Goods
63 WPP Scangroup SCAN Consumer Services

Source of Data: NSE Website — Report as at 23 October 2017
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https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=NSE
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=NMG
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=NBK
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=NICB
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=OCH
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=SCOM
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=FIRE
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=PAFR
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=SASN
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=CFC
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=SCBK
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=SGL
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=FAHR
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=TOTL
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=TPSE
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=TCL
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=UCHM
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=UMME
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=UNGA
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=WTK
https://www.african-markets.com/en/stock-markets/nse/listed-companies/company?code=SCAN

Appendix 1: Research Study Questionnaire

Section I: company Profile

For each of the questions below, please provide an appropriate answer within the
space provided:

1. Name of your company:

5. The number of years your company has been in existence? (Select the correct

response)
a) Lessthan 2 years [ ]
b) 2to5 years [ ]
c) 6to 10 years [ ]
d) Above 10 years [ ]

Section Il: (a) Risk Governance

The questions in this section are related to how risk management is governed within
the company. Risk governance comprises of aspects such as whether there is a risk
management function or department within the company and how that function is
structured in terms of reporting lines and staffing. Please indicate the extent to which
you agree or disagree with the statements by marking your preferred choice with a

tick in the appropriate box.
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No.

Questions

Strongly

Agree [4]

Agree

[3]

Disagree

[2]

Strongly

Disagree

[1]

The company has the right risk
governance structures
(department) for the proper
management of risks that affect

the business performance.

The board and senior
management adequately
provide oversight over the
proper management of the
company’s enterprise risk

management programme.

The heads of business units are
at the forefront of championing
the risk agenda within the
company and they ensure that
the risks that affect their
business units are effectively

managed.

The board and senior
management effectively
promote the risk agenda within

the company is effectively

45




No. | Questions Strongly | Agree | Disagree | Strongly
Agree [4] [3] [2] Disagree
[1]
managed.
5 The board and senior

management have allocated
adequate resources in the form
of budgetary allocations and
human resources for the
purposes of effectively
managing risks that impact the

company.

Section II: (b) Risk Management Policies and Framework

The risk management policies and procedures are the building blocks for an effective

institutionalization of enterprise risk management within a company and therefore this

section seeks to determine if the company has the appropriate policies and procedures

needed to effectively govern risk management. Please indicate the extent to which

you agree or disagree with the statements by marking your preferred choice with a

tick in the appropriate box.

# | Questions Strongly | Agree | Disagree | Strongly
Agree [4] [3] [2] Disagree
[1]
1 | The company through the board
and senior management has
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Questions

Strongly

Agree [4]

Agree

[3]

Disagree

[2]

Strongly

Disagree

[1]

adequately communicated the
company’s Risk management

framework to all staff.

The company’s risk management
policies for managing financial
and no-financial risks are
effectively being utilized within
the company to manage the

related risks.

The company’s risk appetite
statement is well articulated
within the company and is used in
managing the risks that affect the

company.
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Section Il: (c) Risk Management Processes and Practices

Risk Management processes, systems and activities comprise of the necessary tools,
processes and methodologies needed in place for effective implementation of
enterprise risk management programmes within a company. This section therefore is
intended to ascertain if such processes, systems and activities are in place and being
performed. Please indicate the extent to which you agree or disagree with the

statements by marking your preferred choice with a tick in the appropriate box.




Questions

Strongly

Agree [4]

Agree

[3]

Disagree

[2]

Strongly

Disagree

[1]

Risks within the company are
proactively being identified and
managed in all business units
with a view to create new and

preserve existing value.

The company conducts regular
Risks and controls self-
assessment (RCSA) exercises
across the company and the
results of such exercises are
being used to adequately manage
the key risks that affect the

company.

The company has good internal
controls that have been
optimized through proper design
and documentation with a view
to improve on process efficiency

and effectiveness.

The company regularly uses
Risk reporting dashboards to

enhance the level of
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Questions

Strongly

Agree [4]

Agree

[3]

Disagree

[2]

Strongly

Disagree

[1]

communication of key risks that
impact the company to the board
of Directors and senior

management staff.

The company’s board and senior
management actively takes into
consideration the risks that may
impact the company’s goals and
objectives during company

strategy planning sessions.

Regular Risk Management
Trainings are an important part
and parcel of human resource
capacity building within the
company and both the board and
senior management team
continue to commit adequate

resources for these trainings.
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Section I11: Risk Culture

For an effective appreciation and implementation of enterprise risk management

within an company, it is imperative that the culture of the company is respect to its

staff conduct and decision-making coupled with the way tasks and activities are

executed must be aligned to good practices of enterprise risk management. Risk

culture is all about enshrining a sustained culture of appropriate company conduct and

decision-making that is aligned to the principles of good enterprise risk management.

Please indicate the extent to which you agree or disagree with the statements by

marking your preferred choice with a tick in the appropriate box.

#

Questions

Strongly

Agree [4]

Agree

[3]

Disagree

[2]

Strongly

Disagree

[1]

Communication about risks that
impact the company is open,
timely, and transparent and
provides all key stakeholders
with the relevant information
that informs the decisions and

norms of the company.

Heads of Departments and other
staff members are regularly
rewarded for appropriate risk
management practices within the

company.

Discussions of risks that affect
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Questions

Strongly

Agree [4]

Agree

[3]

Disagree

[2]

Strongly

Disagree

[1]

the Business units is part of the
Management Team meeting

Agendas.

The leadership team has adopted
an integrated view of risks that
incorporates corporate
governance, strategic,
operational, compliance, fraud,
reputational, security, business
continuity, ICT and

environmental risks.

Enterprise Risk Management
improves the quality, efficiency
and effectiveness of our
processes, systems, and activities
and supports us avoid/ reduce on

wastage and unwarranted losses.

Enterprise Risk Management is
viewed by the board and senior
management staff as a valuable
tool for enhancing the

performance of the company.
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Appendix 2: Secondary Data Capturing Form

Variables Indicators Measure | 2013 | 2014 | 2015 | 2016 | 2017
Financial Cost to Income Mean
Performance Ratio (CTI)

Return on Assets | Mean

(ROA)
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