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Foreward

We are pleased to present the results of the Deloitte 
Insurance Risk Management Survey that looked at the 
insurance industry in Nigeria. In this maiden edition 
we reflect back to participants what they had to say 
on the state of risk in Nigerian insurance companies.

The National Insurance Commission (NAICOM) issued 
guidelines for developing a risk management 
framework for insurers and reinsurer companies. The 
guidelines came into effect on the 1 July 2012and set 
minimum standards required from each insurance 
and reinsurance company by which they can provide 
reasonable assurance to the Commission, 
policyholders, shareholders and other stakeholders 
that the risks to which they are exposed are being 
prudently managed. 

This survey was commissioned to understand the 
state of risk management practices in the insurance 
industry in line with NAICOM guidelines.  The 
NAICOM guidelines aim to reduce systemic risk to the 
financial system. Therefore it is important for the 
boards of directors and senior management teams to 
re-examine their approaches to risk management, 
including their risk frameworks, governance, and 
methodologies
It is important to state that operators have made 
some progress in achieving compliance with NAICOM 

guidelines, but, risk management now faces even 
more rigorous requirements. There is likely to be 
wider use of tools that are useful in measuring risks 
such as stress tests and the precision of risk models 
may also be evaluated more closely. 

Insurance institutions that have not already adopted 
enterprise-wide risk management programs may be 
more likely to do so. Senior management at many 
institutions may consider how they can build a more 
risk-aware culture, in part by incorporating risk 
management considerations into performance goals 
and compensation decisions for key employees 
throughout the organization.

The Deloitte survey provides a picture of the state of 
risk management as insurance companies respond to 
enormous changes across the industry. This 
assessment is based on the responses of 34 insurance 
companies in Nigeria and we are grateful to each of 
the institutions that participated.

We hope that this survey report provides you with 
useful information about how insurance companies 
are navigating the challenges of risk management 
today and encourages a dialogue that can help 
enhance risk management in a changing world.

Mike Vincent
Advisory Leader

The Deloitte survey provides a 
picture of the state of risk 
management as insurance 
companies respond to enormous 
changes across the industry. 
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Laying the Right Foundation

Enterprise Risk Management (ERM) is an integrated 
risk management framework that places consideration 
of risk as a focal point in business activities. ERM, in its 
most basic conceptual form, describes a program that 
enables a company to make intelligent risk-based 
decisions and manage its expected returns by 
selecting the risks it is willing to assume. 

In any industry, determining the appropriate structure 
and governance model of an ERM program provides 
the necessary foundation for an organization's ERM 
strategy. In order to be effective, the design of the 
ERM framework must be consistent with the 
company's culture and strategy. In the insurance 
industry, it is also critical that this design be responsive 
to local regulatory guidance, which continues to 
develop.

NAICOM issued the risk management guidelines for 
insurance companies on July 1st, 2012. Within the last 
two years, ERM has taken center stage within the 
insurance industry. This trend includes both the 
dedication of a significant amount of resources to 
strengthen the linkage between risk taking and returns 
and establishing ERM as an important board level 
issue. However, there remains work to be done. As 
the importance of ERM grows around the world, 
insurers that have not created a solid foundation for 
their ERM programs will struggle to keep pace with 
the growing expectations of shareholders, rating 
agencies, regulators, and customers. Companies must 
act immediately to implement an effective structure to 
lay the foundation for a productive and robust ERM 
program in line with regulatory principles

A review of NAICOM guidelines 
highlights the key features of a 
successful ERM program, as well as 
provides a guide on how insurers 
can begin to tackle risk issues in 
their business.

A review of NAICOM 
guidelines highlights the 
key features of a 
successful ERM program, 
as well as provides a guide 
as to how insurers can 
begin to tackle risk issues 
in their business.



To set the framework for a discussion of ERM 
practices in the Nigeria insurance industry, the 
Deloitte Risk Management Capability Maturity Model 
provides a useful tool and is set out below.

The Maturity Model discusses five levels of ERM 
capability. In the Adhoc stage, ERM procedures are 
reactive rather than proactive. Companies in this 
stage lack systematic processes for understanding, 
measuring and managing risk. There is no enterprise-
wide framework for ERM. At the most mature end of 
the spectrum, the Strategic stage is characterized not 
only by a robust systematic process for ERM, but by 
continuous improvement to that process.

In our view many insurance companies are currently 
situated somewhere between the Adhoc and 
Comprehensive stages on the Capability Maturity 

Model. Without the appropriate structure and 
governance model for their ERM framework, 
companies will find it increasingly difficult to attain 
the next level as they progress through the maturity 
stages, thus compromising the ability to maximize 
value from risk management activities. It is simply not 
possible to achieve the highest levels of maturity 
without a solid ERM organizational structure in place. 
Even those companies that have achieved the second 
or even third stage of maturity will find it more 
difficult to be successful at these levels relative to 
those companies who have built upon a solid ERM 
organizational structure.

Current State of the 
Insurance Industry in Nigeria

Overarching risk 
management 
philosophy or 
objectives are 
not defined

Risk Management 
functions 
independently 
within business 
units

Risk Management 
is enterprise-wide 
and encompasses 
all risk types

Risks are treated 
as a portfolio at 
the enterprise 
level and are 
correlated and 
aggregated 
across risk types 
and business 
units

Risk 
Management is 
built into 
decision making. 
The organization 
selectively seizes 
opportunity 
because of its 
special ability to 
exploit risks

Risk Quality
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Executive summary

The National Insurance Commission (NAICOM) issued 
guidelines for developing a risk management 
framework for insurers and reinsurer companies. The 
guidelines came into effect on the 1 July 2012 and set 
minimum standards required from each insurance and 
reinsurance company by which they can provide 
reasonable assurance to the Commission, 
policyholders, shareholders and other stakeholders 
that the risks to which they are exposed are being 
prudently managed. 

This survey was commissioned to understand the state 
of risk management practices in the insurance industry 
in line with NAICOM guidelines.  The NAICOM 
guidelines aim to reduce systemic risk to the financial 
system. Therefore it is important for the boards of 
directors and senior management teams to re-examine 
their approaches to risk management, including their 
risk frameworks, governance, and methodologies

It is important to state that operators have made some 
progress in achieving compliance with NAICOM 
guidelines, but, risk management now faces even 
more rigorous requirements. There is likely to be wider 
use of tools that are useful in measuring risks such as 
stress tests and the precision of risk models may also 
be evaluated more closely. 

?  From the survey results approximately 89% of 
insurance companies had a clear risk management 
strategy. In terms of significant risks faced by 
insurance companies, the survey revealed that there 
are 13 types of risks currently identified by Nigerian 
Insurance companies, the most predominant being 
underwriting, reinsurance, liquidity, claims and 
provisioning/reserve risk.  

?  The definition of a clear risk philosophy and risk 
appetite is the bedrock for sound ERM practices. 
Approximately 56% of respondents say that they 
have clearly defined their risk philosophy, while 44% 
agree that they have defined risk appetite for their 
companies. The implication of this is that risk 
management philosophy and risk appetite are still 
evolving concepts and need to be embedded across 

Key findings

the industry
?  The role of the board risk committee is critical in 

sustaining and building a risk culture. NAICOM 
guidelines require operators to establish committees 
for risk management at the board and management 
level. Approximately 56% of respondents have set 
up a board risk committee and 52% for 
management risk committees. 

?  In the ERM framework of companies, there are 
various stakeholders. 41% of institutions reported 
that the involvement of the board in risk activities 
was High; management 48%, MD/CEO 52%, risk 
management unit 56%, regulators 28% and 
business units 19%

?  The position of Chief Risk Officer (CRO) is becoming 
increasingly prevalent. 81% of institutions had a 
CRO. However, only 19% of institutions reported 
that the CRO recommendations are fully 
implemented which could point to CROs not being 
afforded sufficient seniority and authority.

? The establishment of ERM Units/departments 
remains a challenge and 48% of institutions 
reported having an ERM unit or equivalent in place 
or in progress. Although 85% of institutions 
reported having designed an ERM framework, the 
greatest challenges to implementing an effective 
ERM framework, cited by approximately a quarter of 
institutions as extremely or very challenging, were 
integrating data across the organization and cultural 
issues.

?  Progress has been made by many institutions in 
designing risk policies and procedures.  
Approximately 74% have established policies and 
processes for risk management. 

?  The implementation of an ERM framework remains 
a major challenge for insurance operators. The 
survey results indicated that a key motivation for 
designing the ERM framework was for compliance 
purposes. 63% of insurance companies reported 
that they have implemented the risk management 
framework. While this sounds encouraging 
considering the timeframe, there is the need for the 
operators to see risk management implementation 
as more than just a compliance imperative and 
begin to see the strategic value that it brings to the 
organization

?  The survey results indicated that 81% of 
respondents indicated that culture is the most 
challenging issue during ERM implementation. The 
top six challenges of implementation of ERM in the 
order of criticality are:
1. Culture
2. Data 
3. IT
4. Inadequate skills

The role of the board risk committee 
is very critical in sustaining and 
building a risk culture.



5. Board buy – in and 
6. Cost

?  Only 38% of insurance institutions agree that the 
implementation of ERM had a positive impact in 
terms of the financial performance of the firm. 
There is need to incorporate risk management 
considerations into performance evaluations and 
compensation decisions of insurance firms and 
other institutions.  Thirty-seven% of institutions 
reported that they had completely or substantially 
done so for business unit personnel.

?  Approximately 52% of institutions consider the 
guidelines by NAICOM sufficient for their risk 
management implementation. Progress has been 
made by many institutions in submitting their risk 
management declaration to NAICOM. 

?  68% of surveyed institutions reported that they 
had not implemented any risk management 
software. Although 48% indicated that they had 
plans to implement risk software. It is clear that 
there is a need to improve risk technology systems 
for insurance companies.

?  In terms of the benefits of implementing risk 
management frameworks, 88% indicated that 
regulatory compliance was the highest benefit 
derived from implementing ERM. However, ERM 
should be seen as a strategic imperative with 
competitive advantage to be achieved for the 
business and not just as a regulatory compliance 
issue.

The current economic and regulatory environment 
poses many challenges for insurance companies and 
in turn for risk management. Having flexible risk 
management frameworks may help insurance 
companies to be effective in adapting to new 
business models and changing regulatory 
requirements. Large, systemically important insurance 
companies may also have additional steps to comply 
with increased capital, liquidity, reporting, recovery, 
resolution, and other requirements.

Strong risk governance continues to increase in 
importance, and boards of directors will need to 
continue to be actively involved in providing input, 

challenging, and approving the risk management 
framework and overseeing the ERM program. The 
increasing prevalence of a CRO position as a member 
of the senior management team is a positive trend. 
The CRO can help clarify accountability for the risk 
management program and can aid the board by 
providing a view, independent of management, of 
key risk management issues and reflect on the 
institution's risk profile.

At many insurance companies, risk management 
frameworks are likely to include a growing spectrum 
of risk types, such as strategy risk, operational risk 
and to use more sophisticated techniques, such as 
stress tests. Risk technology and information systems 
need to be acquired and upgraded to easily integrate 
risk data on a consistent basis across different 
products and counterparties. In the final analysis, an 
institution's risk profile can be defined by the sum 
total of business decisions taken every day by 
employees throughout the organization. The linkages 
between business operations and effective risk 
management should continue to be assessed and 
nurtured. 

In addition to a focus on risk management 
methodologies and reporting, senior management 
may need to further develop a risk-aware culture 
throughout the organization. One important 
consideration in this effort is the closer alignment of 
performance management and incentive 
compensation with risk considerations and 
accountability. Beginning with strong governance by 
the board of directors and senior management, and 
continuing with a focus on risk management by every 
employee, institutions may be better positioned to 
navigate effectively the challenges of a changed 
world for risk management.

The increasing prevalence of a CRO 
position as a member of the senior 
management team is a positive trend. 

The current economic 
and regulatory 
environment poses 
many challenges for 
insurance companies 
and in turn for risk 
management
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Institutions participating in the survey represented
the insurance companies in Nigeria.

About the Survey

Figure 1
Number of Participants: 34 Insurance companies 
responded out of 41 insurance companies surveyed. 

Figure 2

Turnover of respondent companies 

About the survey

This report presents the key findings from the maiden edition of the Deloitte insurance risk survey. 

The National Insurance Commission (NAICOM) issued guidelines for developing a risk management 
framework for insurers and reinsurer companies. The guideline came into effect on the 1st July, 2012.  

The survey gathered the views of CROs or their equivalents and was completed by 34 insurance 
companies. It was conducted in the first quarter of 2014

Institutions participating in the survey represented the insurance companies in Nigeria. Most of the survey 
institutions represented life, non-life and composite insurance companies

The survey questionnaires were sent to 41 institution with only 34 responding which represents 83% of 
responding institutions

Total no of respondents

Total no of non respondents

83%

17%

Insurance Risk Survey

Over 
N200billion

Turnover



89%Yes

No

0%

0%

In - Progress 11

Not Sure

Risk Strategy

Enterprise Risk Management (ERM) is an integrated 
risk management framework that places the 
consideration of risk as a focal point in business 
activities. ERM, in its most basic conceptual form, 
describes a program that enables a company to make 
intelligent risk-based decisions and manage its 
expected returns by selecting the risks it is willing to 
assume. 

In any industry, determining the appropriate structure 
and governance model of an ERM program provides 
the necessary foundation for an organization's ERM 
strategy. In order to be effective, the design of the 
ERM program must be consistent with the company's 
culture and strategy. In the insurance industry, it is 
also critical that this design be responsive to local 
regulatory guidance, which continues to develop this 
topic.

With the implementation of NAICOM guidelines in 
the last two years, ERM has gained an important 
foothold in the insurance industry. This trend includes 
both the dedication of a significant amount of 
resources to strengthen the linkage between risk 
taking and returns and establishing ERM as a board 
level agenda item. However, there remains work to 
be done. 

Implications: As the importance of ERM grows in 
the insurance industry, insurers that have not created 
a solid foundation for their ERM programs will 
struggle to keep pace with the growing expectations 
of shareholders, rating agencies, regulators, and 
customers. Insurance companies must act 
immediately to implement an effective structure to 
lay the foundation for a productive and robust ERM 
framework.

From the survey results, 89% of insurance companies 
reported that they have a risk management strategy. 
This is commendable and reflects the level of 
regulatory compliance on the part of operators. 
However the imperative should be to move from 
compliance objectives to strategic imperatives for the 
business sustainability.

With the implementation of 
NAICOM guidelines in the last two 
years, ERM has gained an important 
foothold in the insurance industry.

Insurance companies 
must act immediately 
to implement an 
effective structure to 
lay the foundation for 
a productive and 
robust ERM 
framework.

Q1:  The organization has a clear risk management strategy in place? 

Deloitte Insurance Risk Management Survey State of the Industry     9



In terms of material risks faced by various insurance 
companies, the survey results revealed that there are 
13 key risks faced by insurance companies, the most 
predominant being underwriting, reinsurance, liquidity, 
claims and provisioning/reserve risk. However other 
key risks such as group, strategic, operational, credit, 
reputational and market risks are very significant risks 
beyond the traditional insurance risks faced by 
insurance companies and should be given the right 
focus.

Insurance companies should not only consider 
traditional insurance risks such as underwriting, claims, 
re-insurance, reserve risk and compliance risk. Other 
non-traditional risk categories, such as market, credit, 
liquidity, and operational risk should be given serious 
focus. 

These risks should be considered in the context of the 
recent turmoil in the financial markets, a reduced risk 
appetite among many institutions, and greater scrutiny 
of the effectiveness of risk management programs by 
regulators. In this rapidly shifting landscape, it is 
important that an integrated view to managing risk 
exposures should be explored by companies.

Implication

7%

70%

67%

44%

81%

81%

93%

89%

81%

52%

52%

52%

33%

44%

Q2:  Which of the following material risk areas are addressed by 
the Organization in line with NAICOM guidelines?

In this rapidly shifting landscape, 
it is important that an integrated 
view to managing risk exposures 
should be explored by companies

10

Others, specify

Compliance Risk

Legal/Litigation

Group Risk

Claims Management

Provisioning/Reserving

Reinsurance

Underwriting

Liquidity

Reputational

Strategic

Operational

Credit

Market/Investment



Governance

The National Insurance Commission (NAICOM) has 
placed increasing emphasis on the importance of a 
clear risk governance model, i.e., the approach for 
directing the management and control of risk, which 
may be overseen by the board of directors as a 
whole or through a board risk committee. Regulators 
are now focusing more closely on the role of the 
board of directors in setting a financial institution's 
risk policy and risk appetite and in monitoring that 
these are implemented effectively by management. 

The survey found that many insurance companies 
have taken a variety of actions in response to the 
increased focus on risk governance.  The most 
common action taken by approximately two-thirds of 
the institutions that participated in the survey was to 
implement the three lines of the defense model in 
line with NAICOM guidelines. The respondents are 
also focusing on improving the process for the 
reporting of risk information to their boards of 
directors and to their management risk committees. 

Strengthening risk governance

Approximately half of the institutions have set up 
board and management committees for risk 
management. 56% of respondents have set up a 
board risk committee and 52% management risk 
committees. However the roles of the board and 
management risk committees are still not clearly 
defined.  

Risk management today is a governance function: The board 
and the risk committee are more focused now than ever 
before on enterprise risk. It is more and more common for 
the risk function to report directly to the board. The 
expectation around the level and thoroughness of key risk 
management documentation has greatly increased.

Roughly half the 
institutions had set up 
board and 
management 
committees for risk 
management.

Not  Sure

In-Progress

No

Yes

7%

7%

30%

56%

Don’t know/
Not  Sure

In-Progress

No

Yes

4%

7%

37%

52%

Q10:  The Organization has established a 
Board Risk Management Committee

Q11:  There is an Enterprise Risk Management 
Committee at Management Level
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Risk governance models
Some insurance companies have adopted risk 
governance models in line with the NAICOM 
guidelines. The three lines of defense is a governance 
model which insurance companies must put in place. 
The first line of defense has direct responsibility for the 
management and control of risk. The second line of 
defense allows for the coordination, facilitation and 
overseeing of the effectiveness and integrity of the risk 
management framework while the third line of 
defense provides for independent assurance across all 
business functions as to the integrity and effectiveness 
of the risk management framework.

The survey found that only 41% of insurance 
companies surveyed have implemented the three lines 
of defense model as required by the regulators. The 
implication of this is that more than 59% of 
respondent companies have not implemented the 
model which points to the fact that risk management 
awareness and culture in the industry is still 
elementary and has not permeated through 
organizations.

The first line of defense has direct 
responsibility for the management 
and control of risk. 

Not  Sure

In-Progress

No

Yes

22%

37%

41%

0%

Q9:  The three lines of defense model (Risk Ownership, Risk Control and Risk Assurance) is in 
place and are effective

12



Risk Philosophy and Risk Appetite
To support the effectiveness of an ERM program, an 
institution should consider having an approved 
enterprise- level statement of risk philosophy and risk 
appetite. Risk philosophy is the firm's formal take on 
corporate goals, activities, and stakeholders 
expectations regarding risk activities. 50% of 
respondents reported that they have clearly defined 
and documented their risk philosophy. 

The Risk Appetite is the extent of risks the company 
is willing to assume. 44% of institutions reported 
having a clearly defined risk appetite while another 
15% in the process of defining their risk appetite and 
risk philosophy statement or having it approved. 
Financial institutions can benefit from having an 
explicit statement of risk appetite, reviewed and 
approved by the board of directors as an important 
part of their oversight responsibilities. The risk 
appetite statement can then be translated into 
specific limits and tolerances for businesses and for 
specific risk categories.  Establishment of risk limits 
for different categories of risk can be an important 
step towards monitoring an institution's activities to 
ensure that these are consistent with its risk appetite. 
Institutions may set limits for important risk 
categories at the enterprise level, and many 
institutions may also benefit from having limits at the 
business unit level. 

The Risk Appetite is the amount 
of risks the company is willing to 
take.

Not  Sure

In-Progress

No

Yes

19%

15%

11%

56%

Not  Sure

In-Progress

No

Yes

30%

15%

11%

44%

Q3:  The Organization has clearly defined
 Risk Philosophy

Q4:  The Organization has clearly defined its 
risk appetite

48% of institutions surveyed reported aligning their 
risk appetite to the strategy of the company. Aligning 
risk appetite to the strategy of the company is 
necessary to ensure that the business assumptions 
and projections are realistic taking into cognizance 

the risk exposures in the business. It also helps to 
keep the business within thresholds approved by the 
board. This also implies that the strategy function 
must be integrated into the process for defining the 
risk appetite of the company

Don’t Know/Not Sure

In-Progress

No

Yes

Partially

19%

4%

22%

7%

48%

Q6:  In establishing the Risk Appetite , did the insurance company consider aligning
it to the strategy of the organization
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An ERM framework is meant to define the overall 
methodology for how a company manages risk. This 
includes the various processes and policies for risk 
identification, assessment and management. ERM 
provides an institution with the tools to evaluate risks 
across the organization. By adopting a comprehensive 
approach to risk identification and assessment, ERM 
can help identify many dependencies or 
interrelationships among risks that might otherwise go 
unnoticed.

Understanding the root causes of risk factors and their 
correlation can be accelerated by an effective ERM 
program. Looking at risk from an integrated 
perspective can bring new insights and provide 
transparency into the overall impact of risk on the 
institution. Not only does ERM provide an institution 
with greater insight into its individual risk profiles, it 
may also allow an organization to assess more 
completely overall risk levels.

85% of surveyed institutions reported that they have a 
risk management framework in place. 
 

Looking at risk from an integrated 
perspective can bring new insights 
and provide transparency into the 
overall impact of risk on the 
institution

Risk Framework Processes and Policies

Q19:  The Organization has developed an Enterprise-wide Risk Management Framework

Don’t Know

In-Progress

No

Yes

0%

15%

0%

85%
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Risk policies and procedures for the risk areas
To enhance the effectiveness of ERM programs, 
institutions may choose to define and approve an 
ERM framework or ERM policy. 74% of institutions 
surveyed reported that they have risk management 
policies and procedures in place. Interestingly a 
critical review of these policies and procedures 
revealed that most of them were only technical 
policies and not ERM policies. This goes to show that 
the insurance industry has not fully adopted the 
principles of ERM from a strategic viewpoint. The 
industry still has a compliance mindset to risk 
management. It is noteworthy that most of these 
frameworks are yet to get board approval for 
implementation purposes.

x

To enhance the effectiveness of 
ERM programs, institutions may 
choose to define and approve an 
ERM framework or ERM policy

In-Progress

No

Yes

0%

26%

74%

Q20:  The Organization has established policies/procedures for the risk areas

Risk Management framework coverage
When it came to how the risk management 
framework addressed key risk management issues 
such as key risk indicators, risk control self-
assessment, risk register, risk appetite, risk culture, 
limits threshold, training and board capacity building, 
the responses reflected an ERM framework that was 
still in a fragmented phase in its development. This is 
attributable to the compliance driven objective of the 
operators.   
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100
90
80
70
60
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40
30
20
10
0

Key Risk
Indicators Risk Register Risk Appetite Risk culture

Training and 
capapcity

Board skill and
capacity

Limits and 
threshold

Risk Control
Self Assessment

No

Yes 59 5941 41 5962 69 58

444131384141 59 59

The ERM framework addresses the following areas:

From the above chart, it shows that the ERM 
frameworks need to be more robust in terms of 
coverage and implementation of key areas expected 
of a risk management framework
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Implementation and Embedding

Implementing ERM is easier said than done. ERM 
cannot be bolted on as a new and separate process. 
Merely putting core ERM components or building 
blocks into place is not enough to realize the benefits 
ERM can bring — which include enhanced financial 
performance as well as the avoidance of unexpected 
losses. In order to be successful, these core 
components must be fully integrated into company 
operations. They must be understood, embraced and 
communicated throughout all relevant functions so 
that key business decisions reflect the enhanced risk 
insights that ERM brings. 

Achieving ERM's full benefits cannot be expected to 
happen overnight. Nevertheless, much progress has 
been made to date. For example, insurers have been 
shifting their approach in recent years from a 
segregated silo approach to an integrated program 
for managing risks. 

Survey findings showed that 63% of institutions have 
implemented the frameworks for risk management. 
58% of the frameworks were implemented internally 
while 50% were implemented using consultants. This 
shows that most of the frameworks were done 
internally and considering the skills gaps in the 
industry, there is need for an independent validation 
of these frameworks developed internally to provide 
some reasonable assurance to the board 

Merely putting core ERM 
components or building blocks in 
place is not enough to realize the 
benefits ERM can bring.

Achieving ERM's full 
benefits cannot be 
expected to happen 
overnight. 
Nevertheless, much 
progress has been 
made to date.  

Not Sure

In-Progress

No

Yes

11%

19%

7%

63%

Q24:  The risk framework has been implemented 
and is embedded in the management of the 
Organization

Others, specify

Using Consultants

Purely Internal

0%

50%

58%

Q27:  How was the risk management 
implemented ?
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Framework Approval by NAICOM
54% of surveyed institutions noted that their ERM 
frameworks had been approved by NAICOM. 35% of 
the ERM frameworks are still in progress with 12% not 
approved. The onus is on NAICOM to approve the 
pending frameworks once they meet the requirements 
of its regulatory framework and requirements. In terms 
of the impact of the framework on the bottom line of 
the company, only 38% agreed that there was a 
positive impact with 42% yet to determine the impact 
of ERM on the company's activities.

Challenges to Implementation 
Beyond designing an ERM framework, implementing 
the framework is also important. Implementing ERM is 
easier said than done. An ERM framework must be 
understood, embraced and communicated throughout 
all relevant functions so that key business decisions 
reflect the enhanced risk insights that ERM brings. 

While the value of ERM has increased, so have the 
challenges of implementing an effective program. The 
top-rated challenge across the organization for risk 
management was culture, which was rated as a very 
significant challenge by 81% of respondents. 67% of 
respondents rated data and information technology as 
the second and third biggest challenges to 
implementing risk management. Institutions need the 
ability to integrate accurate risk data in a timely 
fashion to support risk reporting and business decision 
making. Establishing common data standards and 
definitions are important elements in successful data 
integration. 

Institutions also recognized that they may need 
methodologies and metrics that have the flexibility to 
respond to the evolving requirements of boards of 
directors, senior management, and regulators. 
Developing the appropriate skills and capacity was also 
considered a major challenge as 67% of surveyed 
institutions rated it as the fourth biggest challenge. 
Board support and cost were each rated 59% by 
surveyed institutions. There seems to be some 
correlation between culture as a challenge and board 
buy-in. ERM is a process instituted by a company's 
management with board oversight. Boards must 
empower management to set the right tone and also 
ensure that the right environment is created for risk 
management to thrive successfully

In-Progress

No

Yes

12%

35%

54%

Q28:  Has the Organization received approval on 
the risk framework from NAICOM?

Yet to be determined 42%

Not sure

No

Yes 38%

17%

4%

Q31:  Did the implementation have a positive 
effect on the financials/finances of the company?

Institutions need the ability to integrate accurate 
risk data in a timely fashion to support risk 
reporting and business decision making
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Q29:  What are the key challenges experienced during the implementation

Consultant Inadequacies

Inadequate skills

Board Buy-in

Cost

Management Buy-in

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Data

IT

Regulatory uncertainty

Culture

Complexity

Short implementation timelines

Others 0%

41%

56%

81%

63%

67%

67%

11%

67%

44%

59%

59%

Implication: The results of the survey indicate ERM is 
still at a rudimentary stage in the industry. The culture 
for ERM is still evolving and developing. There is need 
for training and capacity building to deepen 
awareness and build the necessary risk culture in the 
industry. NAICOM also has to provide clear regulatory 
guidelines and a risk-based supervision model for the 
industry.
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Risk management relies on robust information and 
technology systems. The ability to quickly integrate risk 
information in a consistent format across the 
organization will help institutions gain a 
comprehensive picture of their overall risk profile, as 
well as the risk associated with individual 
counterparties. The eighth edition of Deloitte's global 
survey on risk management cited the complexity of the 
financial industry's technology infrastructure as a key 
hindrance to identifying and measuring risk within the 
financial system. In most insurance companies, the 
limitations of enterprise risk management technology 
systems have led individual lines of business to create 
their own systems, leading to a potentially fragmented 
structure and process.

Insurance companies and other financial institutions 
increasingly need the ability to respond to mounting 
requests from regulators for capital stress tests, 
liquidity reporting, and ad hoc information. As 
regulatory requirements evolve, institutions are likely 
to need the flexibility to reconfigure and scale their risk 
systems. For insurers, although Solvency II has not 
commenced in Nigeria, its adoption by January 1 2016 
in Europe may also place additional demands on risk 
management technology systems: There will be the 
need to calculate regulatory capital in a timely fashion 
and to conduct continuous modeling of solvency, 
which may prove difficult for those with legacy 
systems. Structural changes to markets and new 
business models present additional demands on risk 
management technology systems. 

Only 8% of surveyed institutions have risk 
management software. 68% of surveyed institutions 
do not have risk management software. 20% are yet 
to determine whether or not to purchase risk 

management software while 4% are not sure. Some 
of the concerns expressed with the poor adoption of 
risk technology by some executives include the cost of 
risk software, concerns about risk data quality and 
management, lack of strategies for most areas, 
including risk software applications, data 
warehousing, architecture standards, and data 
sourcing.

Consistent with these findings are concerns about 
data quality challenges. The greatest risk technology 
priorities cited for the next 12 months were to 
improve risk data quality and management, which was 
a high priority and to enhance the reporting of risk 
information.  Based on the feedback from surveyed 
institutions, more institutions agree that building risk 
information systems with the ability to gather 
consistent data from across the organization should be 
a priority. The ability to quickly generate reports 
customized to specific requests, such as from senior 
management or regulators, was also highlighted.

As regulatory requirements evolve, 
institutions are likely to need the 
flexibility to reconfigure and scale 
their risk systems. 

Information Technology

Yet to be determined

Not sure

No

Yes 8%

68%

20%

4%

Q32:  Have you implemented any 
risk management software in your company?

Yet to be determined

Not sure

No

Yes 48%

8%

28%

16%

Q33:  Do you have plans to implement risk 
management software for driving the risk 
management function?
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Skills and Capacity 

One of the key challenges facing the insurance 
industry in Nigeria is the dearth of adequate skills and 
capacity to enhance risk management practices in 
the industry. Understanding the drivers of the 
variation in potential outcomes enables better 

Understanding the drivers of the 
variation in potential outcomes 
enables better informed decisions 
that recognize the interactions 
between risk, capital and value

informed decisions that recognize the interactions 
between risk, capital and value. To achieve this 
requires an ERM program that is integrated with the 
business at all levels. This implies that the capacity 
and skills needed to drive risk management practices 
in the industry must be become a priority.

There is need for a structured risk management 
curriculum both at regulatory and operator levels to 
develop appropriate skills and capacity needed to 
grow the risk management culture of the industry. 
Risk management certification programs should also 
be considered as part of measures to strengthen the 
risk management discipline in the insurance industry 
as it is in other best practice environments. The need 
for a collaborative approach in this regard cannot be 
over emphasized.

Survey findings showed that industry skills and 
capacity are rated as medium and need to be 
strengthened as seen in the diagram below:

There is a need to strengthen industry skills and 
capacity for risk management. Capacity building and 
training programs should be encouraged to bridge 
the gap created by limited capacity in the insurance 
industry. 

Strategic Risk

0 10 20 30 40 50 60 70 80 90 100

Credit Risk

Market/Investment Risk

OperationaI Risk

Liquidity Risk

Underwriting Risk

Re-insurance Risk

Provisioning/Reserve Risk

Claims Management Risk

Reputational Risk

Legal/Litigation Risk

Compliance Risk

Group Risk

Industry Skills and Capacity
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NAICOM issued guidelines for developing a risk 
management framework for insurers and reinsurer 
companies. The guidelines set minimum standards 
required from each insurer and reinsurer by which they 
should provide reasonable assurance to the 
Commission, policyholders, shareholders and other 

stakeholders that the risks to which they are exposed 
are being prudently managed. 

The Deloitte risk management survey was designed to 
assess the state of risk management at the insurance 
companies in line with the NAICOM deadlines. The 
institutions participating in the survey were all subject 
to the ERM framework guidelines issued by NAICOM.

Survey findings showed that 52% consider the 
regulatory guidelines provided by NAICOM as 
sufficient for the implementation of risk management 
frameworks and policies. There is however a need for 
NAICOM to review its guidelines with a bid to making 
these more robust and clear for identification, 
measurement and management of risks

NAICOM has requested that the boards of all insurers 
and reinsurers should provide the Commission with a 
declaration on risk management (Risk Management 
Declaration), relating to each financial year of the 
Insurance Companies. 

96% of surveyed institution indicated that they had 
provided NAICOM with the risk management 
declaration. This further stresses the fact that ERM in 
the industry has been largely driven by regulatory 
compliance.

Risk Management Declaration in financial 
statements

Among the institutions participating 
in the survey, all were subject to the 
ERM framework guidelines issued by 
NAICOM.

Regulation

Yet to be determined

Not sure

No

Yes

8%

24%

16%

52%

Q35:  Do you consider the regulatory guidelines 
provided by NAICOM sufficient for your risk 
management implementation?

Yet to be determined

Not sure

No

Yes

0%

96%

Q36:  NAICOM has requested that the Board of
all insurers and reinsurers should provide the 
Commission with a declaration on risk 
management (Risk Management Declaration), 
relating to each financial year of the ...

0%

0%
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42%

11%

50%

46%

12%

31%

65%

62%

65%

65%

65%

65%

88%

42%

Transparency and assurance to Board and stakeholders

Enhancement of reporting

Ability to take risk

External Rating

Business associates

Better reporting

Awareness and culture change

Integrated view of risk

Better risk measurement

Regulatory compliance

Loss reduction

Better risk response

Proactive risk identification

Benefits and Future Plans 

ERM Frameworks allow institutions to achieve a 
holistic view of risk across risk categories and lines of 
business. Another key benefit of a comprehensive 
ERM framework is the enhancement of business 
performance that can be achieved when a 
comprehensive risk analysis is brought into, or 
embedded in, key decision-making processes. These 
processes would include risk pricing, asset and 
liability management, reinsurance optimization and 
capital allocation.

Business managers should take into account the 
range and likelihood of potential outcomes from key 
decisions, rather than allowing only for the single 
“most likely” eventuality. Understanding the drivers 
of the variation in potential outcomes enables better 
informed decisions that recognize the interactions 
between risk, capital and value. To achieve this 

requires an ERM program that is integrated with the 
business at all levels. This starts with the alignment of 
the risk strategy and appetite with the overall 
corporate strategy and sources of competitive 
advantage. It continues with the incorporation of risk 
monitoring and control as an integral component of 
the operating model.

Respondents indicated that one of the biggest 
benefits derived from implementing ERM was 
regulatory compliance. 88% of surveyed institutions 
agree that regulatory compliance is the biggest 
benefit derived from ERM. It should be stressed that 
ERM is not a mere defensive mechanism to minimize 
financial losses and achieve regulatory compliance 
but a vehicle for achieving a broader range of 
benefits, including improvement of processes, 
projecting, the right corporate image and enhancing 
competitive advantage and market share.

Thus, ERM should be seen as a strategic imperative. 
The challenge is building and leveraging a sound risk 
culture to yield real benefits. For this, the Board and 
senior Management hold the key and should be held 
accountable for failing to drive ERM into their 
organizations in a systematic manner.

Other benefits highlighted from the survey include: 
Better reporting 65%, loss reduction 65%, better risk 
response 65%, proactive risk identification 65% and 
others as listed in the chart below:

One of the biggest benefits 
derived from implementing ERM 
from the survey results was 
regulatory compliance

Q39:  Specify the specific benefits to the Organization from implementing the risk framework
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Some insurers continue to view ERM solely as a 
compliance or cost-saving initiative, or as a tool to 
avoid risk, when one of the primary goals of ERM is, in 
fact, to maximize returns on a risk-adjusted basis. Due 
to the enhanced understanding of risk that ERM 
affords, a previously risk-averse insurer will, by 
embedding ERM, find itself in a far stronger position 
to identify the right opportunities to take on additional 
risk, where increased returns more than compensate 
for the risks undertaken.

Some insurers continue to 
view ERM solely as a 
compliance or cost-saving 
initiative...
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Conclusion  
Transforming Theory into Practice

On July 1st 2012, the National Insurance Commission 
issued guidelines on risk management 
implementation by all insurance companies operating 
in Nigeria. Two years after the issuance of the 
guidelines, the survey results have shown that 
regulatory compliance was the biggest driver for 
implementing the guidelines issued by NAICOM. The 
implication of this is that enterprise risk management 
has not been fully understood in the industry and 
therefore the monumental value and benefits 
associated with it are unseen. This calls for a higher 
level of advocacy and skills development in the 
industry. 

When risk management becomes part of the day to 
day operations of the company and its decision 
making processes, it ceases to be a separate initiative 
or special project. This does not mean that the role of 
the risk management function or chief risk officer 
becomes redundant; it simply means that they play 
an equally integral part in running the business as 
other executives. Risk management should be 
factored into the strategy, governance and business 
processes of the organization.

The scale and pace of regulatory changes will 
continue to increase as new products, new markets 
and new technologies emerge. Boards of directors 
have an important role to play in providing active 
oversight of risk management.  Boards are 
responsible for setting the tone and building the 
necessary risk culture. They must take complete 
ownership for risk management as the first line of 
defense in the business and empower executives to 
implement risk management processes and 
strategies.

Beyond the design of the frameworks, transforming 
theory into practice is, however, one of the greatest 
challenges. Although companies have made progress 
with ERM, the results of the Deloitte Risk 
Management Survey suggest that insurance 
companies in Nigeria continue to struggle with the 
challenge of fully embedding ERM. Risk capacity and 
skill is still a challenge as most of the experts are 
rotated within the industry. There is a need for 
continuous training and retraining until the industry 
attains some level of maturity

Insurance companies must embrace ERM, engage 
qualified CROs to run the risk management function 
of their companies. Risk should be viewed as a 
strategic imperative rather than a mere compliance 
agenda item. Institutions that do not have an ERM 
program should consider implementing one to gain a 
comprehensive view of risks across the organization 
and identify interdependencies. To achieve such a 
comprehensive picture of the risks they face, many 
institutions may need to consider upgrading their risk 
management information systems to have consistent, 
quality risk data that can be easily aggregated across 
products, geographies, and counterparties.

Finally, the results of this survey underscore the fact 
that the bar for risk management in insurance 
companies must continue to be raised: There are still 
many challenges ahead in navigating in a changing 
world. Paying lip service to ERM is both irresponsible 
and unlikely to deliver tangible results that enhance 
the performance Nigerian insurance companies.

When risk management becomes 
part of the day to day operations 
of the company and its decision 
making processes, it ceases to be 
a separate initiative or special 
project.

The scale and pace of 
regulatory changes 
will continue to grow 
as new products, new 
markets and new 
technology emerge.
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The results of the Deloitte Insurance Risk Management 
Survey were presented to the industry on Tuesday 12 
August 2014 in Lagos. The event brought together 
practitioners from insurance companies, other industry 
observers and representatives from NAICOM. 

The NAICOM Deputy Commissioner (Finance and 
Administration) noted in his speech that risk 
management should be given more focus and 
attention by boards of directors and management. He 
noted that ERM should not be seen as a compliance 
issue but embraced as a voluntary approach by 
insurance companies. He also indicated that NAICOM 
will soon commence on-site supervision to assess 
what is actually on ground at insurance companies

During the session, questions were asked by 
participants at the event. Some of the questions and 
answers are captured below:

1. Strategic risk, operational risk and liquidity risks are 
not the risks faced by the Life insurance companies. 
Did the survey cover life insurance companies?

All insurance companies (Life and Non-Life) 
are faced by various risks including the risks listed in 
the results. The degree and impact of these risks may 
differ from a life insurance company to a non-life 
insurance company but these risks do exist across all 
forms of insurance. 

2. How did the survey results conclude that there was 
no evidence of risk philosophy statements? Was 
there any provision for verifying this?

The survey provided participants with the 
option of providing verifiable evidence for claims 
made by insurance companies. So if for example, an 
insurance company claims to have documented risk 
philosophy statements, they were asked to submit 
such statements duly signed by the boards of 
directors.   

3. Has NAICOM approved and ERM framework for the 
insurance companies?

 NAICOM has not officially approved the risk 
framework of any insurance company. NAICOM 
currently undertakes off-site supervision and will soon 
commence on-site supervision of most insurance 
companies. What is required of insurance companies is 
to submit their risk management declarations for them 
to avoid paying penalties for breaches of the risk 

Questions and Answers

Answer: 

Answer: 

Answer:

management guidelines. Insurance companies should 
also begin the processes for the design and 
implementation of their risk management frameworks.

4. Why do you have concerns that most insurance 
companies designed and implemented their risk 
management framework internally?

The concerns emanate from the survey 
results which showed that there is a lack of adequate 
skills and capacity in the industry. So if there are not 
enough skilled professionals in risk management and 
most of the frameworks were done internally then it 
should be a source of concern for some of the 
frameworks designed. In any case, you cannot also 
audit yourself as the guidelines for risk management 
require an independent consultant to review and 
validate the frameworks already designed

5. What are the plans to bridge the skills gap in the 
industry?

 The skill gaps can be bridged through 
training and capacity building both from an industry 
perspective and from an operator's perspective. 
Insurance companies should see risk training as an 
investment and encourage their executive 
management team including the board to participate 
in risk management programs. 

NAICOM should also promote industry-wide risk 
management workshops and training. It can borrow 
from the CBN experience where the banks 
collaborated with the CBN to undertake an industry 
risk management training program to build capacity 
and develop talent. Collaboration between NAICOM 
and the industry will be a good start

6. Is there any protection for Chief Risk Officers as 
their job often puts them at risk of victimization?

Chief Risk Officers must always do the right 
things and set good examples. Once good corporate 
governance is implemented it will help in dealing with 
issues of retaliation or victimization. Insurance 
companies must implement good governance 
processes that guarantee the safety of Chief Risk 
Officers

Answer: 

Answer:

Answer: 

Feedback from Deloitte Insurance 
Risk Management Survey Event
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