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ABSTRACT 

The study investigates the effect of risk 

management practices on the performance of non-

financial listed companies in Nigeria. Risk 

management practices were proxied by the 

Enterprise Risk Management, Risk Management 

Committee, Chief Risk Officer, Audit Committee, 

Board’s size, Independent Directors, the proportion 

of non-executive Directors on the Board, financial 

experts on the Board, a whistleblower policy and 

Internal Audit in the companies. The firm 

performance was measured by Return on Assets, 

Return on Equity and Tobin's Q. The study adopted 

an ex-post facto research design on 44 firms 

selected from a target population of 114 firms. The 

study used secondary data obtained from the 

financial statements of non-financial companies 

from 2010 to 2019 and the Nigerian Exchange 

Limited (NGX) and its Factbooks. Descriptive 

statistics were deployed to analyse the research 

questions. The inferential statistics (simple and 

multiple Regression analysis, t-test and Analysis of 

Variance) were also deployed to investigate the 

relationship between the dependent and 

independent variables.Results show that risk 

management practices have no significant effect on 

the performance of the listed non-financial 

companies. However, the multiple regression 

analysis revealed that only board size was 

statistically significant to influence ROE positively, 

and only Independent Director was also statistically 

significant to influence Tobin's Q positively. The 

study concludes that listed non-financial companies 

in Nigeria should take risk management more 

seriously to improve their performance. The study 

recommendsthat the risk management 

practicesshould be monitored by the Risk 

Management Committee, Securities and Exchange 

Commission (SEC), Nigerian Exchange Limited 

(NGX), and the Financial Reporting Council of 

Nigeria (FRCN). 

Keywords: FRC, Non-financial listed Companies, 

NSE, Performance, Risk Management practices, 

SEC. 

 

I. INTRODUCTION 
Every company's fundamental objective is 

to make a profit and perform efficiently in its 

operations(Otekunrin et al., 2021). Despite the 

uncertain or unfriendly business environment, an 

entity's adequate and consistent profit-making will 

enable it to create satisfactory returns to its 

stakeholders, particularly shareholders, creditors, 

and employees. Risks, however, threaten the 

goal.The recent economic crisis caused by COVID-

19 has given risk management a new focus that has 

received the required attention among top 

executives and practitioners in organisations 

worldwide.  Effective risk management can 

enhance the performance of firms irrespective of 

their sectors or industries. It can bring about 

superior financial performance, a better basis for 

strategy setting, improved service delivery, better 

competitive advantage, economical use of time and 

other resources, and minimum surprises.  

Effective risk management continuously 

assesses and identifies risks and reduces surprises 

that affect the organisation (Mohammed & 

Knapkova, 2016). In times of uncertainty, a 

worldwide economic crisis and a global pandemic, 

the function of risk management as a platform for 

business management is becoming more 

fundamental.  

Recently, there has been a growing 

interest in risk management practice worldwide due 

to many parallel events (Iwediet al., 2020). Global 

concerns about risk management are increasing, as 

noted from discussions on economic, political, 
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technological, and other issues. It is now a major 

concern for all stakeholders. According to ISO 

(2020), managing risk is part of all activities 

associated with an organisation and includes 

interaction with stakeholders. 

The attitude of management and owners of 

non-financial companies to risk management leaves 

much concern. It would be intriguing to know how 

risk management could help improve the concerned 

entities' performance. Risk management practices 

in non-financial companies depend on the types of 

risks in the environment. Management of risk can 

have either positive or negative effects on an 

entity's performance. Non-financial companies in 

Nigeria are exposed to various risks such as market 

risk, credit risk, liquidity risk, political risk, 

technological risk, legal risk, compliance risk, 

security risk, reputational risk, fraud and pandemic 

risk. Insurance was the only or primary way of 

managing risks by the non-financial industries in 

the twentieth century, but the practice has changed 

due to the following reasons:  

1. Insurance cannot cover all risks. Hazards that 

cannot be covered by insurance include 

reputational, regulatory, political, and 

pandemic risk. 

2. The associated costs, including premium 

payables on insurance, have become so 

significant in the companies' overheads, and 

Managers cannot ignore the effects of such 

costs on the companies' profitability. 

3. Disagreements often arise between the insurers 

and insured on payment of claims.  

4. The companies' assets require more safeguards 

than in previous years. The companies may not 

be compensated in good time by the insurers, 

and this may affect their continued operations.   

However, managers or directors of non-

financial companies must acknowledge that 

insurance is still one of the options available to 

minimise risks in Nigeria and the world. 

Risk management practices are the different 

practices put in place to identify, assess, plan and 

control social, economic, and physical threats to 

organisations. It involves risk-avoiding as well as 

risk-taking. 

There are various practices aimed at 

managing risks by the companies in Nigeria, 

particularly in the Companies and Allied Matters 

Act and Code of Corporate Governance. These 

various practices are implementation of enterprise 

risk management (ERM), the existence of a risk 

management committee (RMC), the appointment 

of a chief risk officer, the existence of statutory 

audit committee, the size of the board, the 

existence of independent director, higher 

proportion or ratio of non-executive directors to the 

total board members, financial expertise of the 

directors, adoption of a whistleblower policy, and 

the presence of internal audit function. There have 

been various studies to investigate the effect of 

these different risk management practices. They 

include that ofIlaboya & Obaretin (2015) andAi 

Ping et al. (2017). 

A firm's performance has attracted much 

attention due to its effect on its going concern.  

Performance, in its real sense, has attracted debates 

because it is defined and measured differently. The 

performance of firms could be financial 

performance and market performance. Financial 

performance refers to the firm's achievement 

towards achieving profitability and includes Return 

on Assets (ROA) and Return on Equity (ROE). On 

the other hand, market performance refers to 

investors' perception of a firm's success, mainly 

through its stock price or market value. It is 

measured by several proxies such as Tobin's Q, 

Price to Book Value (PBV), Market to Book Value 

(MBV), and stock returns(Fujianti, 2018). 

Regarding this study, the focus is on Return on 

Assets (ROA), Return on Equity (ROE) and 

Tobin's Q. They are significant performance 

measurement variables commonly used for similar 

studies and by financial analysts who advise their 

clients or investors from time to time.  

A company has no business in the 

Nigerian Exchange Limited if it cannot create 

wealth for its shareholders and sustain other 

stakeholders' interests. However,in their study, 

Odusanya et al. (2018) found that firms' 

performance in Nigeria, including non-financial 

firms, is low and not encouraging. 

Organisations embrace risk management 

to enable their management and stakeholders to 

identify the various risks exposed to and take 

appropriate steps or measures to manage and 

control them. However, it is costly and takes 

considerable effort to enforce all the identified risk 

management practices. Furthermore, most previous 

researchers on risk management in and outside 

Nigeria focused more on the financial sector 

because it is more sensitive than non-financial. 

Hence, less emphasis was given to the non-

financial sectors; thus, this could threaten their 

growth and development in the long run. Therefore, 

it is essential to ascertain the impact of risk 

management on non-financial listed companies in 

Nigeria. 

The knowledge and understanding of the 

relationship between risk management and firm 

performance are still ambiguous. It is believed that 

a good risk management process and 
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implementation will largely impact the 

performance of firms and enhance Nigeria's 

economy.There is an ongoing debate in 

understanding the various factors responsible for 

the poor performance of non-financial firms in 

Nigeria, which necessitated this study.  

 

Objective of the Study 

The main objective of the study is to 

examine the effect of risk management practices 

onperformance of non-financial listed companies in 

Nigeria.  

The specific objectives are to: 

1. measure the extent of the implementation of 

risk management practices bythe non-financial 

listed firms in Nigeria. 

2. ascertain the relationship between risk 

management practices and the performance of 

non-financial listed firms 

in Nigeria, 

3. examine whether risk management practices 

increase the performance of non-financial 

listed firms in Nigeria. 

Research Questions  

The study fills the identified gap by addressing the 

following research questions;  

1. What is the current level of risk management 

practices among the non-financial listed firms 

in Nigeria? 

2. What is the relationship between risk 

management practices and the performance of 

non-financial listed firms in Nigeria?  

3. Which of the risk management practices 

can increase the performance of non-financial listed 

companies in Nigeria? 

 

Research Hypotheses  

The following null hypotheses are formulated to 

achieve the research objectives:  

H01 – Risk management practices do not exist in 

non-financial listed firms in Nigeria.  

H02- Risk management practices have no 

significant relationship with the performance of the 

non-financial firms listed on the Nigerian 

Exchange Limited. 

H03- The performance of non-financial listed 

companies in Nigeria is not influenced by any risk 

management practices.  

 

Review of Related Literature 

Concept of Risk  

Risk is an integral part of business activity and is 

required if any business entity is to survive and 

create value for its stakeholders.According 

toHopkin (2014),the risk is anything that can 

impact the fulfilment of corporate objectives.  

 

Concept of Risk Management Practices 

Risk Management refers to the process of 

identifying, assessing and prioritising risks to 

coordinate and ensure economical use of available 

resources to minimise, monitor, and control such 

risks to reduce the elasticity of its occurrence and 

the impact of unfortunate events (Soyemi et al., 

2014). Risk management involves identifying and 

selecting the most appropriate strategies for 

effectively treating various loss exposures an 

organisation faces. It is one of the most critical 

issues facing organisations today; the business 

environment has been volatile and unpredictable. 

Hence, there is a need for effective management of 

various risks in a business environment. 

According toCOSO (2017),enterprise risk 

management principles have been organised into 

five interrelated components and twenty principles. 

The components aresetting governance and culture, 

strategy and objective-setting, performance, review 

and revision, information, communication, and 

reporting. The principles are board risk oversight, 

the establishment of operating structures, 

definingthe desired culture, demonstratinga 

commitment to core values, employment of capable 

individuals, analyses of business context, defining 

risk appetite, evaluation of alternative strategies, 

formulating business objectives, identification of 

risk, assessment ofthe severity of risk, prioritising 

risks, implementation of risk responses, 

development of portfolio view of risks, assessment 

of substantial change that may affect the firm, 

review of risk and performance, pursuing 

improvement in enterprise risk management, 

leveraging on the firm’s information systems, 

communication of risk information, and reporting 

of risk, culture, and performance. 

In addition,Zoghi (2017) noted that 

identifying a significant firm's risks is crucial for 

running an effective control system in companies.  

In reaction to the identified dangers and 

continued economic threats, regulators in Nigeria 

had recommended that companies institute risk 

management practices on different occasions. 

Accordingly, the Financial Reporting Council of 

Nigeria (FRCN) issued the Nigerian Code of 

Corporate Governance (NCCG) for Nigerian 

companies for effective implementation from 1 

January 2020. The concerned companies must 

establish a sound framework for managing risk and 

ensuring an effective internal control system. The 

framework should be communicated to all 

employees and integrated into the business's day-

to-day operations and provide guidelines and 
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standards for managing keys risks (Nigerian Code 

of Corporate Governance, 2018).    

The Federal Government of Nigeria also 

revised the Companies and Allied Matters Act in 

2020 to incorporate matters or provisions relating 

to risk management, among other relevant issues to 

business operations and management in Nigeria. 

 

Concept of Firm Performance 

The concept of performance to the firm 

has attracted several debates because it means 

different things to different people and 

organisations; it is defined or viewed in different 

ways. It can be an accounting measure or a market-

based measure. Performance can be financial or 

non-financial. Financial performance has to do with 

the results of operations, profits or surplus. Non-

financial performance relates to achieving other set 

objectives beyond gains such as the number of 

products, attracting the best hands in the industry, 

staff motivation, etc. It must, however, be 

acknowledged that financial performance facilitates 

the achievement of other objectives. For example, 

organisational performance involves using 

resources wisely to avoid wastage (Eruemegbe, 

2015). 

 

Empirical review 

Johl et al. (2015) examine the impact of 

board characteristics and firm performance. The 

researcher used board meetings, board 

independence, board size and directors accounting 

expertise as board characteristics. The study used 

financial and non-financial data from annual 

reports of the 700 public listed firms in Malaysia 

for 2009. Descriptive statistics and the Ordinary 

Least Square method were used to analyse data 

obtained for the study. It was found that board 

independence did not affect firm performance, 

whilst board size and board accounting/financial 

expertise were positively associated with firm 

performance. Board diligence in terms of board 

meetings was also found to have an adverse effect 

on firm performance. The study focused only on 

board size and accounting expertise out of the ten 

independent variables used in this present study. 

The research took place in Malaysia in 2009; 

several changes could render their results weak in 

today's business environment.  

Implementing Enterprise Risk 

Management on listed companies' firm 

performance in Malaysia was examined using a 

quantitative method such as the questionnaires to 

obtain data. The eight components of COSO (2004) 

frameworks were used as the independent 

variables, and the financial and non-financial 

indicators were used to measure performance as 

done in this study. Their results revealed that the 

implementation of ERM has a significant influence 

on firm performance. The study found that the 

board of directors' monitoring, firm size and firm 

complexity significantly impacted the relationship 

between implementation of risk management and 

performance (Ai Ping & Muthuveloo, 2015). 

Questionnaires methods used for the examination 

have many limitations: dishonest answers, 

subjectivity, researcher imposition etc. The study 

was also silent on the variables used for financial 

performance.  

Another study was conducted to evaluate 

the relationship between enterprises risk 

management and the performance of consumer 

goods companies listed on the Nigerian Exchange 

Limited. The study focused only on twenty-five 

consumer goods companies listed on the Nigerian 

Exchange Limited, a scope smaller than this 

research. The study adopted an ex post facto 

research design, and data were obtained from 

annual reports and accounts of selected consumer 

goods companies. The collected data were analysed 

using descriptive statistics and generalised least 

square analytical methods. The results revealed that 

the Risk Management Committee, Financial 

Experts, Audit Committee, and Board size have a 

significant positive effect on firms' performance. 

The existence of a Chief Risk Officer, on the other 

hand, has no significant impact on performance 

(Salaudeen et al., 2018). Although the study took 

place in Nigeria, it suffers from the shortcomings 

of using questionnaires. 

The relationship between risk 

management and the corporate performance of 

Twenty (20) organisations registered with the 

Corporate Affairs Commission (CAC) in Jalingo, 

Taraba State, Nigeria, was evaluated in a study. 

The independent variables used were the existence 

of a risk management committee, financial 

expertise, an audit committee's existence, the 

existence of a Chief risk officer, and board size. 

The data of the study were obtained from annual 

reports and financial statements of the selected 

enterprises. The collated data were analysed using 

descriptive statistics and a correlation matrix. The 

results revealed that risk management committee, 

financial expertise, audit committee, and board size 

have a significant positive effect on performance. 

The work also showed that a chief risk officer's 

existence has a significant negative impact on 

performance (Nyameh et al., 2019). The study 

captured 50% of the risk management variables 

used in this study.  
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Kajola et al. (2017) examined the 

relationship between board size and financial 

performance using the ROA of 35 non-financial 

firms listed on the Nigerian Exchange Limited, 

sampled from 183 non-financial firms listed 

between 2003 and 2014. Secondary data were 

obtained from the audited reports and accounts of 

the selected firms and the Nigerian Exchange 

Limited FactBooks for 2003-2014. Using panel 

data regression analysis and fixed effects model as 

an estimation technique, the result of the study 

showed a positive and significant relationship 

between board size and the ROA financial 

performance of the firms. The outcome of the study 

is consistent with some previous studies, but the 

scope was narrow. The Directors alone cannot 

manage the entity’s risk; hence, the board’s size is 

inadequate to measure risk management.  

 

Hope & Ikueze (2018) investigated the 

effect of audit committee characteristics on the 

performance of selected non-financial firms quoted 

in the Nigerian Exchange Limited. ROA measured 

firms' performance while audit committee 

characteristics were proxied by audit committee 

independence, size, meeting, and qualifications. 

The study was predicated on ex post facto and 

cross-sectional research design and used secondary 

data obtained from 50 sampled listed firms. The 

data was sourced from the annual report and 

accounts of the various non-financial companies 

from 2007 to 2016. The data collected were 

analysed using descriptive statistics, Pearson 

correlation analysis and Ordinary Least Square 

regression. The result revealed a significant 

positive relationship between audit committee 

independence, audit committee meeting and firm 

performance. Simultaneously, a significant positive 

association was also recorded for audit committee 

size and return on assets. However, audit 

committee qualification was found not to 

significantly affect the return on assets of non-

financial firms in Nigeria. The findings show that 

76% of non-financial firms' performance could be 

attributed to the audit committee characteristics. 

However, the observed gap in their study was 

investigating only one of the ten identified risk 

management practices; hence, the need for more 

elaborate risk management variables and their 

influence on firm performance is a significant focus 

of this present study.  

A study was also conducted to examine 

the relationship between board characteristics and 

performance of listed Nigerian consumer goods 

firms by Olabisi et al. (2018). It involved ten of the 

twenty-seven firms in the industry as of 2017, 

using a simple random sampling technique. 

Secondary data of seven years (2011-2017) were 

obtained from the sampled firms' annual reports 

and financial statements. ROA was the only 

dependent variable used, while independence, the 

board size, board composition and board diligence 

were independent variables. Descriptive and 

inferential statistics were used to analyse the 

data.The study results showed significant 

relationships between board independence, board 

diligence and performance of consumer goods 

firms. However, there was an insignificant 

relationship between board size, board composition 

and performance of consumer goods firms. The 

scope of the study covering only one out of the ten 

sectors in the non-financial listed sectors was 

narrow. Also, risk management should involve all 

the stakeholders and not only the directors as 

covered by the study. 

Akpan (2015) in his study examined the 

relationship between the frequency of board 

meetings and company performance using a sample 

from 79 non-financial companies listed on the 

Nigerian Exchange Limited from 2010 to 2012. 

Data were collected from secondary sources. The 

study adopted a cross-sectional research design and 

quantitative approach method. Return on Equity 

(ROE) measured the company’s performance. 

Simultaneously, independent variables, corporate 

meetings and control variables were assessed 

through the total number of meetings held by 

directors and audit committee meeting, the board 

size, proportion of women directors (gender 

diversity), board age and director`s equity.  

Descriptive statistics and multiple regression 

analysis were used for the study. The result showed 

that the board meetings, directors` equity and board 

size were negatively significant to the company 

performance. Audit committee meetings were 

found to be positively significant, while gender 

diversity and board age were not significant to the 

company performance measured with ROE. 

However, the variables used are not adequate, and 

the study covered a short period. 

In a similar study,Adegbola et al. (2019) 

examined the relationship between ERM and the 

performance of selected manufacturing firms listed 

on the Nigerian Exchange Limited. The descriptive 

research design was adopted in the study using 

secondary data from the selected manufacturing 

firms' annual reports. The study revealed that the 

practice of ERM is positively and significantly 

related to a firm’s performance which includes the 

level of return on equity (ROE) of the firms. The 

study also revealed that the liquidity level 

represented by the current ratio (CR) is positively 
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and significantly related to the level of return on 

equity (ROE). Leverage level, such as debt to total 

equity ratio of a firm, was negatively and 

significantly related to the return on equity. The 

study focused on the selected manufacturing as 

against the entire non-financial sectors on the 

Nigeria Exchange Limited, and it measured firm 

performance with ROE alone. However, it has been 

revealed that ROE is not a perfect indicator of a 

company’s performance; it is not a reliable 

indicator of efficiency when used alone. Hence, 

this present study used ROE and other performance 

variables. 

The abilities of the 12 sample companies 

to preserve and create value in the face of myriad 

uncertainties were analysed in a study by Li (2018) 

in China. The study focused mainly on financial 

indicators collected from annual reports and online 

disclosures of the companies. Risk Committee and 

Audit Committee were considered in the study as 

frameworks or parameters for ERM. Financial 

performance was measured through revenue, net 

income, liquidity, indebtedness, Return on Equity 

and share price. Horizontal analysis, vertical 

analysis, ratio analysis, and factor analysis were 

conducted. It was found that ERM is associated 

with superior performance in value preservation 

and creation. The study didn’t identify causal 

relations between ERM practices, performance and 

firm characteristics. It covered only two years of 12 

companies in China; hence there is a need to 

replicate this study involving more risk 

management practices variables, using 

experimental research approach to establish a direct 

relationship between variables and taking a wide 

lag of ten years of data. 

 

II. THEORETICAL REVIEW 
The theoretical framework for the study is 

stakeholders theory. The theory focuses explicitly 

on the equilibrium of stakeholders interests as the 

primary reason for a firm existence. It is preferred 

due to its emphasises on the need to involve all the 

stakeholders and satisfy them through adequate 

financial and non-financial performance. In 

addition, the theory can increase firm profits and 

productivity by involving the firm's stakeholders in 

assessing and evaluating a firm's performance 

measurements and factors that could impact it. The 

theory holds that management or directors must 

understand and account for all the company’s 

stakeholders. It states that a company's value grows 

when it values and recognises all its stakeholders as 

partners. Therefore, stakeholders theory provides 

new insight into the essence of sound risk 

management.  

 

III. METHODOLOGY 
The study adopts an ex post facto research 

design; the collected data were not manipulated. 

The pre-existing independent variables before the 

study were held constant and served as a control 

group for the stated hypotheses. 

The population of the study consists of all 

the public companies outside the Nigerian 

Exchange Limited's financial services as of 31 

December 2019. There are 114 such companies 

representing 69% of the total listed companies 

(166) in Nigeria. Therefore, this research targeted 

the whole population, covering all non-financial 

companies in Nigeria from various industries or 

sectors, with different natures, sizes and operations. 

The researchers observed that all the non-

financial companies were not in existence 

throughout the study's period. Therefore, only 

companies that existed and made a profit for at 

least six years from the ten years covered by the 

study, 1 January 2010 to 31 December 2019, were 

selected. 44 companies, or 39%, met the criteria 

and were selected for the necessary examination to 

achieve the study's objectives. It is noteworthy that 

all ten sectors were represented in the study.  

 

Validation and Reliability of the Data 

According toOlabode et al. (2019), 

obtaining data from multiple independent sources 

can assess data instruments and data's validity. 

Most of the data were gathered from companies’ 

financial statements and annual reports. The 

researchers used a mixed-methods approach to 

validate the data. The methods include content 

validity and triangulation. The researchers focused 

on the addition, subtraction, and multiplication of 

the quantitative data used, especially for measuring 

the firms' performance. Using triangulation, the 

researcher examined the data obtained from 

different sources. The data obtained from the 

multiple sources were checked for consistency, 

completeness and accuracy to ensure reliable data 

usage.The researchers also notedthat the financial 

statements were audited by qualified External 

Auditors, who expressed unqualified or clean 

reports on them. 

 

Method of Data Collection 

This study aims to answer the research 

questions and identify the extent of the relationship 

between risk management practices and the 

performance of non-financial listed companies in 

Nigeria. Secondary data were obtained from the 

financial statements of the companies and Nigerian 

Exchange Limited. The data covered a period of 
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ten years (2010-2019). Only companies with 

complete data for the period of ten years were 

included in the analysis; other non-financial ones 

were excluded due to a large amount of missing 

data to obtain more accurate data for the study. 

 

 

Method of Data Analysis 

Data collected from the secondary sources 

were subjected to an amendment to ensure that they 

are fit for analysis. The secondary information 

obtained were subjected to analysis using the 

descriptive statistics, which are the frequency and 

percentage, graphs, etc.; and the inferential 

statistics such as the multiple regression analysis, 

Analysis of Variance (ANOVA) and t-test analysis 

and decisions were made from the results at 0.05 

level of significance. The descriptive statistics were 

deployed to analyse the study's research questions, 

which cuts across the level of existence of the 

dependent and independent variables of the study.  

The inferential statistics were also 

deployed to investigate the relationship between 

the dependent and independent variables as 

revealed by the study's hypotheses. The study used 

a multiple regression model, Analysis of Variance 

(ANOVA) and t-test analysis to explain the 

relational influence of the selected risk 

management practices on the performance of firms. 

Decisions were made from the various inferential 

statistics at a 0.05 level of significance.  

 

IV. RESULTS AND DISCUSSION OF 

FINDINGS 
Analyses of Research Hypotheses 

Testing of Hypothesis 1 

H0
1
 – Risk management practices do not exist in 

non-financial listed firms in Nigeria. 

In this section, the researcher used ten independent 

variables to confirm the existence or otherwise of 

risk management practices in non-financial listed 

companies in Nigeria.  

The use of descriptive statistics revealed the 

following from the sampled non-financial firms in 

Nigeria: 

  The enterprise risk management was 

implemented by 98% of the sampled firms. 

 Risk management committeesexisted in 77% 

of sampled firms.  

 Only 16% appointed chief risk officers.  

 98% of the companies have a statutory audit 

committee. 

 All the firms have more than two directors, 

which is the minimum number of directors 

during the period.  

 Only 45% of the sampled firms appointed 

independent directors on their boards. 

 Non-Executive directors are more than the 

executive ones on the board of the companies.  

 Most of the sampled firms have more than 

three directors with financial expertise.  

 57% of the firms had adopted the 

whistleblower policy 

 All non-financial firms in this study have an 

internal audit department. 

 

Testing of Hypothesis 2 

H02 – Risk management practices have no 

significant relationship with the performance of the 

non-financial firms listed on the Nigerian 

Exchange Limited.  

The relationship between the risk 

management practices and firm performance was 

tested using inferential statistics (t-test analysis and 

regression analysis). The risk management 

variables were tested against each of the measures 

of performance. The results showed no significant 

relationship between risk management practices 

and firm performance (p>0.05). 

 

Testing of Hypothesis 3 

H0
3
 – The performance of non-financial listed 

firms in Nigeria is not influenced by any risk 

management practices. 

The influence of all risk management practices on 

firm performance was tested by combining all the 

variables (joint). Inferential statistics, regression 

analysis and ANOVA, were used to test whether 

any risk management practices can influence the 

performance of non-financial firms in Nigeria. 

 

Table 1: Regression analysis for Return on Assets (relative Contribution) 

Coefficients
a
 

Model Unstandardised 

Coefficients 

Standardised 

Coefficients 

T Sig. 

B Std. Error Beta 

1 (Constant) -25.745 18.146  -1.419 .171 

Board Size 1.726 1.062 .403 1.626 .120 

RMC 11.418 11.403 .326 1.001 .329 

Prop. N-Exe. 27.311 14.184 .374 1.925 .069 
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CRO 7.262 10.073 .207 .721 .479 

Aud. Comm. 2.562 12.545 .039 .204 .840 

WBP -8.122 5.084 -.331 -1.598 .126 

Ind. Dir. .674 1.759 .085 .383 .706 

Fin. Expertise -2.490 1.706 -.361 -1.459 .160 

a. Dependent Variable: Return on asset 

b. R = .645
a
 

c. R Square =  .416 

d. Adjusted R Square =. 182 

Source: Authors Calculation, 2020 

 

The dependent variable in this regression model is 

the return on assets of the non-financial firms. The 

independent variables in the model are the risk 

management practices which are: 

ERM represents enterprise risk management  

RMC represents Risk Management Committee 

CRO represents the appointment of Chief Risk 

Officer  

Aud. Comm. represents the existence of the Audit 

Committee,  

Board size represents the size of board members in 

the firms 

Prop. N-Exe. represents the proportion of non-

executive directors to the total Board members of 

the non-financialfirms 

Ind. Dir. Represents the existence of an 

independent director,  

Fin. Exp. Represents financial expertise of the 

board,  

WBP represents the adoption of a whistleblower 

policy,  

Int. Aud.represents the existence of Internal Audit 

in non-financial firms. 

 

The regression model removed the 

implementation of enterprise risk management 

(ERM) and internal audit existence in the non-

financial firms (Int. Aud.) because they possess a 

high constant or have missing correlations in the 

available data used in the model. Hence, only eight 

of the variables of risk management practices were 

considered in the regression model analysis, shown 

in Table1. Only board size, the proportion of non-

executive directors, independent directors, and the 

number of financial expertise were captured as 

ratio variables and were directly used for regression 

analysis. However, others were captured in 

categorical variables. Hence, they were 

transformed into dummy variables to be able to be 

included in the regression model.  

The regression result in Table 1 revealed that no 

variables of the risk management practices were 

found to be statistically significant (p>0.05) to 

influence the return on assets of the non-financial 

firms.  

Also, Table 2 shows a significant joint effect of the 

variables of risk management practices on the 

return on assets of the non-financial firm.  

 

Table 2: ANOVA for Return on Assets (Joint Contribution) 

ANOVA
b
 

Model Sum of 

Squares 

Df Mean Square F Sig. 

1 Regression 1759.510 8 219.939 1.781 .141
a
 

Residual 2470.492 20 123.525   

Total 4230.002 28    

a. Predictors: (Constant), Fin. Exp, CRO, Aud. comm., Prop. N-Exe., Ind. Dir., WBP, Board 

size, RMC 

b. Dependent Variable: return on asset    

Source: Authors Calculation, 2020 

 

The ANOVA result in Table 2 reveals no 

significant joint effect of risk management 

practices variables on the return on assets of the 

non-financial firms used in this study (p>0.05). 

Therefore, it implies that the risk management 

practice variables in this study do not significantly 

influence the return on assets of the non-financial 

firms. 
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Table 3: Regression analysis for Return on Equity (relative Contribution) 

Coefficients
a
 

Model Unstandardised Coefficients Standardised 

Coefficients 

T Sig. 

B Std. Error Beta 

1 (Constant) -219.658 135.679  -1.619 .121 

Board Size 20.412 7.939 .636 2.571 .018 

RMC 63.287 85.260 .241 .742 .467 

Prop. N-Exe. 175.317 106.053 .320 1.653 .114 

CRO 33.258 75.313 .127 .442 .664 

Aud. Comm. 5.091 93.795 .010 .054 .957 

WBP -60.793 38.011 -.330 -1.599 .125 

Ind. Dir. -10.077 13.154 -.169 -.766 .453 

Fin. Expertise -22.303 12.757 -.431 -1.748 .096 

a. Dependent Variable: Return on equity 

b. R = .648
a
 

c. R Square = .420 

d. Adjusted R Square = .188  

  

 

Source: Authors Calculation, 2020 

 

The dependent variable in this regression 

model is the return on equity of the non-financial 

firms, which is a significant variable in firms' 

performance. This model's independent variables 

also include the risk management practices 

variables. The regression model for this hypothesis 

also removed enterprise risk management (ERM) 

and the existence of internal audits in the non-

financial firms (Int. Aud.) because they possess a 

high constant or have missing correlations in the 

available data used in the model. Hence, only eight 

of the variables of risk management practices were 

used in the regression model analysis, and results 

were presented in Table 3.  

The result of Table 3 showed that only the 

board size of firms was statistically significant 

(p<0.05); hence, it influences the return on equity 

among the non-financial firms. Also, a unit 

increase in the board size among firms would 

create a 64% impetus on the return on equity of 

non-financial firms.  

Table 4 reveals the considerable joint 

effect of the risk management practices variables 

on return on equity among the non-financial firms.  

 

Table 4: ANOVA for Return on Equity (Joint Contribution) 

ANOVA
b
 

Model Sum of 

Squares 

Df Mean Square F Sig. 

1 Regression 99902.754 8 12487.844 1.808 .135
a
 

Residual 138111.621 20 6905.581   

Total 238014.375 28    

a. Predictors: (Constant), Fin. Exp, CRO, Aud. comm., Prop. N-Exe., Ind. Dir., WBP, Board 

size, RMC 

b. Dependent Variable: Return on equity    

Source: Authors Calculation, 2020 

 

The ANOVA result in Table 4 reveals no 

significant joint effect of the risk management 

practices variables on the return on equity of the 

non-financial firms used in this study (p>0.05). 

This implies that the risk management practices 

variables used do not significantly influence the 

return on equity of the non-financial firms. 

The regression analysis was also used to 

analyse the relationship and effect; hence, the result 

provided a relative and joint contribution of the 

selected risk management practices variables on the 

Tobin's Q of non-financial firms. The adjusted R 

square was .11, which reveals that risk 

management practices variables accounted for 11% 

of all the crucial factors that could influence 

Tobin's Q of non-financial firms.  

 

The regression model for the hypothesis showing 

the relationship and effect between risk 
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management practices and Tobin's Q is presented 

in Table 5. 

 

 

Table 5: Regression analysis for Tobin's Q (relative Contribution) 

Coefficients 
Model Unstandardised Coefficients Standardised 

Coefficients 

T Sig. 

B Std. Error Beta 

1 (Constant) 2.823 5.033  .561 .581 

Board Size -.312 .294 -.274 -1.059 .302 

RMC -2.020 3.163 -.217 -.639 .530 

Prop. N-Exe. -.212 3.934 -.011 -.054 .958 

CRO -1.893 2.794 -.203 -.678 .506 

Aud. Comm. 2.914 3.479 .166 .838 .412 

WBP -2.038 1.410 -.313 -1.446 .164 

Ind. Dir. 1.057 .488 .500 2.166 .043 

Fin. Expertise .862 .473 .470 1.822 .083 

a. Dependent Variable: Tobin’s Q 

b. R = .604
a
 

c. R Square = .356 

d. Adjusted R Square = .111 

    

Source: Authors Calculation, 2020 

 

The dependent variable in this regression 

model is Tobin's Q of the non-financial firms. The 

independent variables in the model are risk 

management practices as provided in the research 

hypotheses. The regression model also removed 

enterprise risk management (ERM) and internal 

audit in the non-financial firms (Int. Aud.) because 

of a similar reason earlier given.  

The result of Table 5 reveals that only 

independent directors on the boards of non-

financial firms were statistically significant 

(p<0.05). Hence, it influences Tobin's Q of the non-

financial firms. A unit increase in the board size 

among firms would create a 50% impetus on 

Tobin's Q of non-financial firms. However, other 

variables of risk management practices do not 

significantly influence the Tobin's Q of the non-

financial firms (p>0.05).  

 

Table 6 reveals the considerable joint effect of the 

risk management practices variables on Tobin's Q 

of the non-financial firms.   

 

Table 6: ANOVA for Tobin's Q (Joint Contribution) 

ANOVA
b
 

Model Sum of 

Squares 

Df Mean Square F Sig. 

1 Regression 109.123 8 13.640 1.436 .242
a
 

Residual 190.040 20 9.502   

Total 299.163 28    

a. Predictors: (Constant), Fin. Exp, CRO, Aud. comm., Prop. N-Exe., Ind. Dir., WBP, Board 

size, RMC 

b. Dependent Variable: Tobin's q     

Source: Authors Calculation, 2020 

 

The ANOVA result in Table 6 reveals no 

significant joint effect of the risk management 

practices variables on the Tobin's Q of the non-

financial firms used in this study (p>0.05). This 

implies that the risk management practices 

variables used in this study do not significantly 

influence Tobin's Q of the non-financial firm. 

 

The results of the tests showed that: 

 Only the board's size had a significant 

relationship with ROE. 

 Only the independent directors had a 

significant relationship with Tobin's Q. 

 

V. CONCLUSION 
In summary, all the identified risk 

management practices do not significantly affect 
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the performances of non-financial firms in Nigeria. 

This does not, however, undermine the significance 

attached to the risk management practices in 

organisational studies. The implementation of some 

risk management practices by the listed non-

financial companies has not reached an appreciable 

maturity level in Nigeria. Implementation of all the 

risk management practices at the same time reveals 

that board size impacts on the ROE and 

independent directors have a positive relationship 

with the Tobin’s Q of non-financial listed 

companies in Nigeria. 

The debate on the effect of risk 

management practices has not been resolved. 

Therefore, the outcome of this study will add to the 

ongoing discussion on the impact of risk 

management practices on the companies' 

performance.  

 

VI. RECOMMENDATIONS 
The following recommendations are made to 

ensure that risk management practices positively 

impact non-financial companies' results in Nigeria:  

 The board of directors should link the 

identified risk management practices to risk 

management if they were not considered when 

constituting the committees by reviewing their 

charters or in the duties of the officers. 

 The risk management committee should be 

strengthened with qualified individuals and 

headed by an independent non-executive 

director. In addition, the number of 

independent directors in the committee should 

be more than other directors.  

 Non-financial firms should review internal 

audits as a function in Nigeria; it should act as 

an independent reviewer to assure the 

management's capability and performance in 

risk management.  

 Faithful implementation of enterprise risk 

management and other risk management 

practices will go a long way to influencing the 

various outputs or results of non-financial 

firms in Nigeria.  

 Every stakeholder should be involved in risk 

management to fast track the growth of the 

non-financial firms in Nigeria.  

 Non-financial companies are advised to be 

guided by the risk management practices in 

this study and move beyond mere compliance 

with the laws and guidelines.  

 The non-financial companies should include 

the details of members of the relevant 

committees and officers considered in this 

study in their annual reports to ensure a better 

assessment of their effectiveness by the 

stakeholders and researchers in the future. 

 Companies should consider qualifications and 

experiences in appointing all officers and 

members of committees considered in risk 

management practices.  

 The government must show more interest in 

the continued existence of non-financial 

companies. In addition, the regulatory bodies 

such as the SEC, CAC and FRCN should 

monitor compliance with the risk management 

frameworks and practices.  

  The FRCN, Nigerian Exchange Limited, and 

Institute of Directors should organise more 

training to build more remarkable financial 

skills and risk management strategies for 

directors of companies. 

 SEC should organise workshops for 

Shareholders Associations on risk management 

practices. 
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