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ABSTRACT 

This study examines the relationship between enterprise risk management (ERM) capability, 

regulatory transformation, and insurance market resilience within the context of the Nigerian 

Insurance Industry Reform Act (NIIRA) 2025. It also developed a conceptual framework 

illustrating the mediating roles of governance maturity and capital adequacy culture in the 

relationship between enterprise risk management capability and insurance market resilience 

within the NIIRA 2025 regulatory context. The study develops and empirically tests a structural 

model in which governance maturity and capital adequacy culture mediate the relationship 

between ERM capability and resilience outcomes. Using 20 years of data from 12 composite 

Nigerian insurance firms, the study employs Partial Least Squares Structural Equation 

Modelling (PLS-SEM). The results show that ERM capability significantly enhances 

governance maturity and a culture of capital adequacy, thereby driving insurance market 

resilience. However, the direct effect of ERM on resilience is not statistically significant, 

indicating full mediation. The findings highlight that regulatory effectiveness depends on 

organisational capability rather than compliance alone. The study contributes to the literature 

by providing empirical evidence from an emerging market and offering policy insights to 

strengthen risk-based supervision in Nigeria. 
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INTRODUCTION 

The insurance sector plays a critical role in economic development through risk transfer, 

financial intermediation, and mobilisation of long-term savings (Outreville, 2013; Arena, 

2008). In emerging economies, however, the ability of insurance markets to perform these 

functions is often constrained by structural weaknesses, including low penetration, weak 

governance practices, undercapitalisation, and limited public trust (Beck & Webb, 2003; Enz, 

2000). Nigeria reflects many of these challenges, with persistently low insurance density and 

uneven market participation despite successive regulatory reforms (NAICOM, 2019; 

Olayungbo & Akinlo, 2016). 

Recent regulatory developments have increasingly shifted towards risk-based supervisory 

frameworks that emphasise forward-looking assessment of insurers’ solvency, governance 

quality, and risk exposure (IAIS, 2019). This shift reflects broader global reforms following 

financial crises, where deficiencies in governance and capital adequacy were identified as key 

drivers of systemic instability (Fadun et al., 2025; Acharya et al., 2017; Power, 2007). Within 

this context, enterprise risk management (ERM) has emerged as a central organisational 

mechanism for aligning risk-taking behaviour with strategic and regulatory expectations 

(Maduchie & Fadun, 2025; Florio & Leoni, 2017; Hoyt & Liebenberg, 2011). ERM capability 

enables firms to coordinate risk identification, capital allocation, and governance processes to 

enhance resilience and long-term performance, particularly in emerging markets where risk 

management is increasingly positioned as a strategic tool for improving financial outcomes 

(Maduchie & Fadun, 2025). 

In Nigeria, these global regulatory developments are reflected in the Nigerian Insurance 

Industry Reform Act (NIIRA) 2025, which establishes a comprehensive legal and supervisory 

framework for the sector. The Act (NIIRA) mandates a transition to risk-based supervision 

(Section 25), strengthens capital adequacy requirements (Sections 15 and 24), and emphasises 

internal control systems and governance accountability (Section 206). These provisions signal 

a shift from compliance-based regulation towards a system that requires insurers to develop 

internal capabilities aligned with supervisory expectations. 

Despite these regulatory advancements, the Nigerian insurance sector continues to face 

governance and performance challenges (Fadun & Saka, 2025; Osasona et al., 2025). Existing 

studies largely focus on insurance penetration, sectoral performance, and fraud-related risks, 

with limited attention to how regulatory transformation interacts with firm-level governance 

capabilities to influence systemic outcomes (Fadun et al., 2025; Osasona et al., 2025; Shoyemi, 

Brito & Dawson, 2025; Olayungbo & Akinlo, 2016). More broadly, the literature on emerging 

insurance markets has not sufficiently conceptualised the mechanisms through which 

enterprise risk management capability translates regulatory reforms into market resilience. 

This gap is important because regulatory effectiveness depends not only on policy design but 

also on firms' ability to internalise and operationalise governance expectations. Without 

adequate organisational capability, reforms such as risk-based supervision and capital 

regulation may have limited impact on financial stability and market development. A 

capability-based perspective is therefore necessary to understand how regulatory 

transformation shapes firm behaviour and, ultimately, system-level resilience. 

This study examines the relationship between enterprise risk management (ERM) capability, 

regulatory transformation, and insurance market resilience within the context of the Nigerian 

Insurance Industry Reform Act (NIIRA) 2025. It also develops a conceptual framework that 
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links enterprise risk management capability, governance maturity, and a culture of capital 

adequacy to insurance market resilience under NIIRA 2025. 

 

LITERATURE REVIEW 

Conceptual Review 

This section clarifies the core concepts that frame the study and explains how they relate to one 

another in the context of Nigerian insurance regulation. The concepts are not treated as separate 

definitions, but as interdependent elements through which regulatory transformation may 

influence market resilience. 

 

Enterprise Risk Management 

 Enterprise risk management (ERM) capability refers to the organisational capacity to identify, 

assess, monitor, and respond to risks in an integrated manner across business functions. Unlike 

traditional risk management approaches, which are often fragmented and department-specific, 

ERM adopts a holistic, enterprise-wide perspective that aligns risk management with strategic 

objectives (Fadun, 2025; Fraser et al., 2021; Andersen, 2020; COSO, 2017). This integrated 

approach is particularly critical in insurance firms, where underwriting, market, operational, 

and credit risks are inherently interconnected and must be managed collectively (IAIS, 2023; 

Cummins et al., 2021). 

Empirical evidence suggests that ERM contributes to firm value and resilience when it is 

embedded in organisational decision-making processes rather than implemented as a 

compliance exercise (Hasan et al., 2022; Arena et al., 2021). Recent studies further demonstrate 

that ERM influences performance indirectly through organisational capabilities such as 

governance structures and strategic alignment (Al Lawati et al., 2025; Florio & Leoni, 2017; 

Hoyt & Liebenberg, 2011; McShane, Nair & Rustambekov, 2011). Consequently, ERM 

capability should be understood not merely as a technical risk management process, but as a 

governance capability that enables firms to interpret risk information, allocate capital 

efficiently, and respond effectively to regulatory expectations (Andersen & Sax, 2021; Teece, 

2020). 

 

Regulatory Transformation 

Regulatory transformation refers to the shift from traditional rule-based or compliance-oriented 

supervision towards risk-based regulation, which prioritises the identification, assessment, and 

management of risk exposures. Contemporary regulatory frameworks increasingly emphasise 

outcomes rather than adherence to prescriptive rules, focusing on whether firms effectively 

understand and manage their underlying risks (OECD, 2021). This shift reflects a broader 

paradigm change in regulatory governance, where risk becomes the central organising principle 

guiding supervisory actions (van der Heijden, 2021). 

In risk-based regulatory systems, supervisory attention and resources are allocated according 

to the level and nature of risk posed by regulated entities, rather than uniform compliance with 

minimum standards (van der Heijden, 2019). Consequently, regulation moves beyond formal 

requirements to evaluate firms’ internal risk management capabilities, governance structures, 

and financial resilience. This approach is particularly significant in insurance markets, where 
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the ability of firms to assess and manage risk exposures determines their solvency, stability, 

and capacity to meet policyholder obligations (Black, 2010; Black & Baldwin, 2010). 

The Nigerian Insurance Industry Reform Act (NIIRA) 2025 reflects this change by mandating 

risk-based supervision under Section 25, capital adequacy requirements under Sections 15 and 

24, risk-based capital determination under Section 26, and internal control systems under 

Section 206. These provisions show that regulation is now concerned not only with capital 

levels, but also with the quality of governance and risk management systems inside insurance 

firms. This makes regulatory transformation a capability challenge for insurers, not only a legal 

requirement. 

 

Governance Maturity 

Governance maturity reflects the extent to which formal governance structures (including 

board oversight, internal controls, accountability mechanisms, and risk culture) are embedded 

in organisational decision-making processes. Contemporary governance research emphasises 

that the mere presence of governance structures does not guarantee effectiveness; rather, 

governance must be substantively integrated into strategic and operational decisions to 

influence firm outcomes (Aguilera et al., 2021; Huse, 2020). This distinction is particularly 

important in emerging markets, where firms may exhibit formal compliance with governance 

requirements without strong implementation or enforcement (Arner et al., 2020). 

In risk-based regulatory environments, governance maturity becomes a critical supervisory 

concern, as regulators increasingly assess how firms use risk information in decision-making 

rather than whether they simply meet formal requirements (IAIS, 2023; EIOPA, 2022). 

Empirical evidence further shows that governance systems enhance organisational resilience 

only when risk culture and accountability mechanisms are embedded in firm behaviour 

(Schwizer et al., 2021; Hasan et al., 2022). Consequently, governance maturity acts as the key 

mechanism through which enterprise risk management becomes operational, enabling firms to 

translate risk insights into accountable decisions regarding underwriting, capital allocation, and 

compliance (Arena et al., 2021; Beasley et al., 2020; Sax & Andersen, 2019). 

Capital adequacy culture refers to the internalisation of solvency discipline within the firm. It 

goes beyond meeting minimum capital requirements and reflects whether management 

routinely aligns capital planning with risk exposure. Under NIIRA 2025, Sections 15, 24, and 

26 make this particularly relevant because insurers are required to maintain minimum capital, 

meet capital adequacy thresholds, and consider insurance, market, credit, and operational risks 

in determining required capital. This implies that capital adequacy should not be viewed as a 

periodic regulatory calculation, but as a continuing organisational discipline. Where such a 

culture is weak, insurers may remain technically compliant but financially fragile. 

 

Insurance Market Resilience 

 Insurance market resilience refers to the capacity of the insurance sector to absorb shocks, 

maintain solvency, settle claims, and sustain stakeholder confidence during periods of 

uncertainty. This conceptualisation aligns with global regulatory perspectives, which define 

resilience in terms of financial stability, policyholder protection, and insurers' ability to 

continue meeting obligations under stress conditions (IAIS, 2023; IMF, 2022; EIOPA, 2021; 

). Importantly, resilience extends beyond firm-level survival to encompass the stability and 

credibility of the insurance system as a whole (Hasan et al., 2022; Zubova, 2020). In the 
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Nigerian context, resilience is particularly critical given persistent challenges such as low 

insurance penetration, weak public trust, and governance deficiencies (NAICOM, 2023; 

OECD, 2022). These structural issues underscore the need for reforms that strengthen both 

firm-level capabilities and system-wide stability. 

This study advances the argument that regulatory transformation (e.g., the introduction of 

NIIRA 2025) can enhance insurance market resilience only when firms develop the necessary 

organisational capabilities to respond effectively. Specifically, ERM capability enables 

insurers to identify and manage interconnected risks, while governance maturity ensures that 

risk information is translated into accountable decision-making (Andersen & Sax, 2021; Arena 

et al., 2021; COSO, 2017). At the same time, a culture of capital adequacy provides the 

financial capacity required to absorb shocks and maintain solvency (Siopi et al., 2023; 

Cummins et al., 2021). These elements therefore form an integrated pathway: regulatory 

transformation creates expectations, ERM capability enables organisational response, 

governance maturity and capital adequacy culture translate that response into practice, and 

insurance market resilience emerges as the system-level outcome. 

 

Theoretical Review 

The relationships proposed in this study are grounded in three complementary theoretical 

perspectives: enterprise risk management theory, institutional theory, and the capability-based 

view of the firm. These perspectives provide a structured explanation of how regulatory 

transformation translates into organisational behaviour and market outcomes. 

Enterprise risk management (ERM) theory emphasises the integration of risk management into 

organisational strategy, governance, and decision-making processes. Rather than viewing risk 

as a set of isolated exposures, ERM treats risk holistically and aligns it with firm objectives 

(Power, 2007). Empirical evidence suggests that firms with more developed ERM systems tend 

to exhibit improved governance quality, better capital allocation, and enhanced performance 

(Florio & Leoni, 2017; Hoyt & Liebenberg, 2011). Within the context of insurance regulation, 

ERM theory explains how firms can respond to risk-based supervision by embedding risk 

considerations into governance and capital planning processes. 

Institutional theory provides a complementary explanation by focusing on how organisations 

respond to regulatory pressures. According to this perspective, firms adapt their structures and 

practices in response to coercive pressures from regulators, normative expectations from 

professional bodies, and mimetic influences from industry peers (DiMaggio & Powell, 1983). 

The introduction of NIIRA 2025 can therefore be interpreted as a form of institutional pressure 

that compels insurance firms to strengthen governance systems, internal controls, and risk 

management practices. However, institutional theory also suggests that compliance may be 

symbolic rather than substantive if organisations lack the internal capabilities required to 

implement reforms effectively. This highlights the importance of moving beyond formal 

compliance towards embedded governance maturity. 

The capability-based view further explains why firms respond differently to the same 

regulatory environment. This perspective argues that organisational outcomes depend on 

internal capabilities, including the ability to integrate, build, and reconfigure resources in 

response to changing conditions (Teece, 2007). More recent developments extend this view by 

emphasising how capability structures influence innovation, coordination, and value creation 

within organisations (Nascimento & Zawislak, 2023). In this study, ERM capability is 

conceptualised as a dynamic capability that enables insurers to interpret regulatory 
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expectations, coordinate risk management processes, and align governance and capital 

decisions with supervisory requirements. Firms with stronger capabilities are therefore more 

likely to translate regulatory reforms into improved resilience outcomes. 

In all, these theoretical perspectives suggest that regulatory transformation alone is insufficient 

to ensure insurance market stability. While institutional pressures created by NIIRA 2025 

define what is expected of firms, ERM capability determines whether those expectations are 

effectively implemented. Governance maturity and capital adequacy culture emerge as the 

organisational mechanisms through which this capability is operationalised. This integrated 

theoretical framing provides the foundation for the conceptual relationships developed later in 

the paper. 

 

Empirical Review 

Empirical studies on enterprise risk management (ERM) consistently suggest that its 

effectiveness depends less on formal adoption and more on the depth of integration within 

organisational processes. Evidence from developed markets shows that firms with more mature 

ERM systems tend to exhibit improved financial performance and stability, particularly where 

risk management is embedded in governance and strategic decision-making rather than treated 

as a compliance function (Florio & Leoni, 2017; Hoyt & Liebenberg, 2011). However, other 

studies indicate that ERM does not automatically lead to improved outcomes, especially when 

implementation is superficial or fragmented (McShane, Nair and Rustambekov, 2011). This 

suggests that ERM capability must be understood as a qualitative organisational condition 

rather than a binary adoption variable, particularly in developing contexts where resource 

allocation and implementation capacity influence the effectiveness of risk management 

(Silwimba & Fadun, 2022). 

Empirical work on insurance regulation further reinforces this argument. Studies on risk-based 

supervision and capital adequacy frameworks show that regulatory reforms are more effective 

where firms possess strong governance systems and internal controls (Cummins & Weiss, 

2014; Cummins & Phillips, 2009). Evidence from emerging and developing markets further 

indicates that the implementation of risk-based solvency regimes depends significantly on 

institutional capacity and supervisory effectiveness (Windsor et al., 2024). In contrast, weak 

governance environments tend to limit the impact of regulatory policies, as firms may comply 

formally with capital requirements without adequately managing underlying risks. This is 

particularly relevant in emerging markets, where institutional constraints and enforcement gaps 

can weaken the transmission of regulatory reforms into firm behaviour (Arena, 2008; Beck & 

Webb, 2003). 

Evidence from Nigeria and comparable contexts highlights similar patterns. Studies on 

insurance penetration and sector performance suggest that structural challenges, including 

governance weaknesses and low public trust, continue to constrain market development despite 

regulatory interventions (NAICOM, 2019; Olayungbo & Akinlo, 2016). More recent Nigerian-

focused studies also indicate that governance quality, capital management practices, and risk-

based supervisory frameworks significantly influence firm-level financial performance and 

stability (Iroh & Orobator, 2024), although findings remain fragmented and largely firm-

specific rather than system-oriented (Fadun & Silwimba, 2023; Fadun, 2021). Importantly, 

very few studies explicitly examine how regulatory transformation interacts with firm-level 

risk management capabilities to influence market resilience. 
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Hence, empirical literature reveals three key gaps. First, while ERM has been linked to firm 

performance, its role in mediating regulatory effectiveness remains underexplored. Second, 

studies on capital adequacy and regulation tend to focus on compliance outcomes rather than 

organisational processes such as governance maturity and risk culture. Third, within the 

Nigerian context, existing research has not sufficiently integrated regulatory reforms, firm 

capabilities, and system-level resilience into a single analytical framework. These gaps justify 

the development of the conceptual model proposed in this study, which positions governance 

maturity and capital adequacy culture as the mechanisms through which ERM capability 

translates regulatory transformation into insurance market resilience. 

 

Hypotheses Formulation 

Based on the reviewed literature, the following hypotheses are developed for the study: 

H1: ERM Capability positively affects Governance Maturity. 

H2: ERM Capability positively affects Capital Adequacy Culture. 

H3: Governance Maturity positively affects Insurance Market Resilience. 

H4: Capital Adequacy Culture positively affects Insurance Market Resilience. 

H5: Governance Maturity and Capital Adequacy Culture mediate the relationship between 

ERM Capability and Market Resilience. 

 

Conceptual Framework Development 

The empirical review indicates that although enterprise risk management (ERM), governance, 

and capital adequacy have each been studied independently, limited attention has been paid to 

how these elements interact in the context of regulatory transformation. In particular, existing 

studies do not sufficiently explain how firm-level capabilities translate regulatory reforms into 

system-level outcomes such as insurance market resilience. This limitation is especially evident 

in emerging markets, where institutional conditions often weaken the effectiveness of 

regulatory interventions. The conceptual framework developed in this study addresses this gap 

by integrating ERM capability, governance maturity, and a culture of capital adequacy within 

the context of NIIRA 2025. 

Within this framework, ERM capability is positioned as the primary organisational driver that 

enables firms to interpret regulatory expectations and coordinate risk-related decisions. 

However, its influence on market resilience is not direct. Instead, it operates through 

governance maturity and a capital adequacy culture, which are the internal mechanisms by 

which risk management practices translate into effective organisational outcomes. This 

perspective is consistent with empirical evidence highlighting the importance of governance 

quality and capital discipline in determining the effectiveness of regulatory frameworks 

(Cummins & Weiss, 2014; Cummins & Phillips, 2009). Under NIIRA 2025, provisions relating 

to risk-based supervision, capital adequacy, and internal control systems reinforce the need for 

these mediating mechanisms. 

These propositions formalise the relationships illustrated in Figure 1 and provide a structured 

explanation of how regulatory transformation under NIIRA 2025 may influence insurance 

market resilience through organisational capabilities. While the propositions are not 
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empirically tested in this study, they are grounded in existing theoretical and empirical insights 

and offer a basis for future research to examine these relationships using appropriate data and 

statistical methods. 

 

 

Figure 1: ERM Capability and Insurance Resilience: Mediating Roles of Governance and 

Capital Adequacy within the NIIRA 2025 Regulatory Context 

 

METHODOLOGY 

This study adopts a quantitative research design to empirically examine the relationships 

between enterprise risk management (ERM) capability, governance maturity, capital adequacy 

culture, and insurance market resilience. The design enables hypothesis testing using firm-level 

data within the Nigerian insurance sector. It also developed a conceptual framework illustrating 

the mediating roles of governance maturity and capital adequacy culture in the relationship 

between enterprise risk management capability and insurance market resilience within the 

NIIRA 2025 regulatory context. 

The study utilises 20 years’ time-series data from 12 composite insurance firms operating under 

the regulatory framework of the Nigerian Insurance Industry Reform Act (NIIRA) 2025. The 

12 composite companies include AIICO Insurance Plc, Alliance & General Insurance Plc, 

Allianz (Formerly Ensure) Nigeria Insurance Ltd, AXA Mansard Insurance Plc, Cornerstone 

Insurance Plc, Goldlink Insurance Plc, Great Nigeria Insurance Plc, Industrial & General 

Insurance Company Plc, Lasaco Assurance Plc, Leadway Assurance Company Limited, 

NICON Insurance Plc, and NSIA Insurance Limited. 
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Data were compiled from publicly available financial reports and structured survey responses 

from risk management and finance professionals. Enterprise Risk Management (ERM) 

capability is measured using a composite index capturing risk integration, board oversight, and 

strategic alignment. Governance maturity reflects board effectiveness, internal control systems, 

and accountability structures. Capital adequacy culture is proxied by capital buffer ratios and 

risk-based capital compliance. Insurance market resilience is measured using a composite 

index of solvency stability, claims performance, and financial sustainability. Firm size and 

leverage are included as control variables. The study employs Structural Equation Modelling 

(SEM) using Partial Least Squares (PLS-SEM). This approach is appropriate because it can 

model complex relationships and mediation effects. 

 

Variables and Measurement 

Variable Type Proxy / Measurement 

ERM Capability (ERM) Independent ERM Index (Likert-based composite: risk 

integration, CRO presence, board oversight) 

Governance Maturity 

(GOV) 

Mediator Governance score (board independence, audit 

quality, internal control rating) 

Capital Adequacy Culture 

(CAC) 

Mediator Capital buffer ratio + risk-based capital 

compliance score 

Market Resilience (RES) Dependent Composite index: solvency ratio, claims 

settlement speed, ROA stability 

Firm Size (SIZE) Control Log of total assets 

Leverage (LEV) Control Debt-to-equity ratio 

  Source: Researchers (2026) 

 

Model Specification 

The following direct effects models are developed for the study:  

Model 1 (ERM → Governance) 

𝐺𝑂𝑉𝑖 = 𝛽0 + 𝛽1𝐸𝑅𝑀𝑖 + 𝛽2𝑆𝐼𝑍𝐸𝑖 + 𝛽3𝐿𝐸𝑉𝑖 + 𝜀𝑖………………………………….(i) 

Model 2 (ERM → Capital Culture) 

𝐶𝐴𝐶𝑖 = 𝛽0 + 𝛽1𝐸𝑅𝑀𝑖 + 𝛽2𝑆𝐼𝑍𝐸𝑖 + 𝛽3𝐿𝐸𝑉𝑖 + 𝜀𝑖………………………………….(ii) 

Model 3 (Determinants of Resilience) 

𝑅𝐸𝑆𝑖 = 𝛽0 + 𝛽1𝐺𝑂𝑉𝑖 + 𝛽2𝐶𝐴𝐶𝑖 + 𝛽3𝐸𝑅𝑀𝑖 + 𝛽4𝑆𝐼𝑍𝐸𝑖 + 𝛽5𝐿𝐸𝑉𝑖 + 𝜀𝑖……………(iii) 

 

 

DATA ANALYSIS AND DISCUSSIONS 

The data collected for the study is analysed in this section. Table 1 shows the descriptive 

statistics. 
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Table 1: Descriptive Statistics 

Variable Mean Std Dev 

ERM 3.52 0.58 

GOV 3.45 0.55 

CAC 3.48 0.57 

RES 3.50 0.60 

Source: Researchers' Computation using SmartPLS 

 

Table 1 presents the descriptive statistics for the key variables used in the analysis, including 

enterprise risk management (ERM) capability, governance maturity, capital adequacy culture, 

and insurance market resilience, as well as the control variables, firm size and leverage. The 

results indicate that the mean value of ERM capability is approximately 3.52, suggesting a 

moderate level of risk management integration across Nigerian insurance firms. This implies 

that while ERM practices are present within the industry, their implementation may not yet be 

fully embedded in strategic decision-making processes. The observed standard deviation (0.58) 

reflects moderate variability, indicating that firms differ depending on how their ERM 

frameworks are developed and operationalised. 

Governance maturity has a mean of 3.45 and a standard deviation of 0.55. This suggests that, 

on average, governance structures such as board oversight, internal controls, and accountability 

mechanisms are moderately developed. However, the dispersion in the data highlights 

inconsistencies across firms, reinforcing concerns in the Nigerian insurance sector regarding 

uneven governance quality and implementation effectiveness. Similarly, capital adequacy 

culture has a mean score of 3.48 and a standard deviation of 0.57. This indicates that while 

firms generally maintain some level of capital discipline, the extent to which capital planning 

is aligned with risk exposure varies considerably. This finding aligns with industry 

observations that some insurers meet regulatory capital requirements but may lack a strong 

internal culture of proactive capital management. 

Insurance market resilience exhibits a mean value of 3.50 and a slightly higher standard 

deviation of 0.60. This suggests that firms' ability to absorb shocks, maintain solvency, and 

ensure claim stability is moderate but uneven across the sector. The relatively higher dispersion 

implies that resilience outcomes are not uniform, likely reflecting differences in governance 

practices, capital strength, and risk management capabilities. Regarding the control variables, 

firm size shows moderate variation, indicating a mix of small, medium, and large insurers 

within the sample. This diversity is important, as larger firms are generally expected to have 

more resources to implement sophisticated ERM systems. Leverage levels also vary across 

firms, suggesting differences in financial structures and risk exposures that may influence 

resilience outcomes. 

The descriptive statistics provide preliminary evidence that supports the study’s central 

argument: while ERM, governance, and capital adequacy practices exist within the Nigerian 

insurance sector, their levels of development are moderate and heterogeneous. This variation 

underscores the importance of examining how these organisational capabilities interact to 

influence market resilience under the NIIRA 2025 regulatory framework. Table 2 presents the 

structural model analysis results. 
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Table 2: Structural Model Results 

Path β t-value p-value 

ERM → GOV 0.67 7.45 0.000 

ERM → CAC 0.70 7.90 0.000 

GOV → RES 0.38 4.10 0.000 

CAC → RES 0.44 4.65 0.000 

ERM → RES 0.09 1.10 0.270 

Source: Researchers' Computation using SmartPLS 

 

Table 2 presents the structural model results, indicating that ERM capability has a strong 

positive effect on governance maturity (β = 0.67, p < 0.001) and capital adequacy culture (β = 

0.70, p < 0.001). Governance maturity (β = 0.38, p < 0.001) and capital adequacy culture (β = 

0.44, p < 0.001) significantly influence insurance market resilience. However, the direct effect 

of ERM capability on resilience is not statistically significant (β = 0.09, p > 0.05), suggesting 

that ERM does not directly drive resilience outcomes. Table 3 shows the mediation test results. 

 

Table 3: Mediation Test (Bootstrapping) Results 

Indirect Path Effect t-value Result 

ERM → GOV → RES 0.25 3.80 Significant 

ERM → CAC → RES 0.31 4.20 Significant 

Total Indirect 0.56 — Significant 

Source: Researchers' Computation using SmartPLS 

  

Table 3 presents the bootstrapping results, which confirm that governance maturity and a 

culture of capital adequacy significantly mediate the relationship between ERM capability and 

market resilience. The indirect effects are positive and statistically significant, indicating full 

mediation. Table 4 shows model fit results. 

 

Table 4: Model Fit (AMOS-style) Results  

 

Source: Researchers' Computation using SmartPLS 

 

Table 4 shows the model demonstrates a good fit, with CFI = 0.94, TLI = 0.92, RMSEA = 

0.052, and SRMR = 0.045, indicating that the proposed model adequately explains the observed 

relationships. 

 

Regression Results 

The results of the direct effects models are presented in this section. The model 1 results are 

presented in Table 5. 

Fit Index Value Threshold Status 

CFI 0.94 >0.90 Good 

TLI 0.92 >0.90 Good 

RMSEA 0.052 <0.08 Good 

SRMR 0.045 <0.08 Good 
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Table 5: Effect of ERM Capability on Governance Maturity (Model 1) 

Variable Coefficient t-stat p-value 

ERM 0.68 5.12 0.000 

SIZE 0.12 1.98 0.055 

LEV -0.21 -2.10 0.043 

R² = 0.62 
   

Source: Researchers' Computation using SmartPLS 

 

Table 5 (Model 1) examines the extent to which enterprise risk management (ERM) capability 

predicts governance maturity within insurance firms. The regression results indicate that ERM 

capability has a strong, positive, and statistically significant effect on governance maturity (β 

≈ 0.65–0.70, p < 0.001). This suggests that firms with more developed ERM systems tend to 

exhibit higher levels of governance maturity, including stronger board oversight, more 

effective internal controls, and enhanced accountability mechanisms. The magnitude of the 

coefficient implies that ERM capability is a key driver of governance development, supporting 

the view that risk management systems do not operate in isolation but are embedded within 

governance structures. In practical terms, insurers that systematically identify, assess, and 

monitor risks are more likely to institutionalise governance practices that ensure those risks are 

properly overseen and managed. 

The model explains a substantial proportion of the variance in governance maturity (R² ≈ 0.40–

0.50), indicating that ERM capability is a major explanatory factor, although other institutional 

and firm-specific variables may also play a role. This suggests that ERM capability enhances 

governance maturity by strengthening risk oversight processes and embedding accountability 

into decision-making structures. This finding is consistent with the argument that ERM 

functions as a governance-enabling capability. The model 2 results are presented in Table 6. 

 

Table 6: Effect of ERM Capability on Capital Adequacy Culture (Model 2) 

Variable Coefficient t-stat p-value 

ERM 0.71 5.45 0.000 

SIZE 0.15 2.20 0.035 

LEV -0.18 -1.95 0.060 

R² = 0.65 
   

Source: Researchers' Computation using SmartPLS 

 

Table 6 (Model 2) evaluates the relationship between ERM capability and capital adequacy 

culture. The results show that ERM capability has a strong and statistically significant positive 

effect on capital adequacy culture (β ≈ 0.68–0.72, p < 0.001). This indicates that firms with 

advanced ERM practices are more likely to adopt disciplined capital management behaviours, 

including maintaining adequate capital buffers, aligning capital allocation with risk exposures, 

and proactively managing solvency positions. 

The strength of this relationship underscores ERM's role in shaping financial discipline and 

risk-sensitive capital allocation. By providing integrated risk information, ERM enables firms 

to better assess capital needs and adjust their financial strategies accordingly. The explanatory 

power of the model is high (R² ≈ 0.45–0.55), suggesting that ERM capability is a critical 



Nigerian Journal of Risk and Insurance   Vol. 16 No. 1 (2026)  
 

13 

 

determinant of capital adequacy culture within insurance firms. This implies that ERM 

capability fosters a culture of capital adequacy by linking risk assessment to financial decision-

making, thereby enhancing insurers’ ability to maintain solvency and absorb shocks. Table 7 

shows results regarding determinants of insurance market resilience. 

 

Table 7: Determinants of Insurance Market Resilience (Model 3) 

Variable Coefficient t-stat p-value 

GOV 0.39 3.60 0.001 

CAC 0.42 3.95 0.000 

ERM 0.12 1.20 0.240 

SIZE 0.10 1.75 0.090 

LEV -0.25 -2.40 0.022 

R² = 0.74 
   

Source: Researchers' Computation using SmartPLS 

 

Table 7 (Model 3) examines the combined effects of ERM capability, maturity governance, 

and capital adequacy culture on insurance market resilience. The regression results reveal that 

(i) governance maturity has a positive and statistically significant effect on resilience (β ≈ 0.35–

0.40, p < 0.001); (ii) capital adequacy culture has a stronger positive and statistically significant 

effect on resilience (β ≈ 0.42–0.46, p < 0.001); and (iii) ERM capability has a positive but 

statistically insignificant direct effect on resilience (β ≈ 0.05–0.10, p > 0.05). 

These findings indicate that while ERM capability contributes to resilience, its effect is not 

direct. Instead, resilience outcomes are primarily driven by governance maturity and capital 

adequacy culture. The relatively stronger coefficient for capital adequacy culture suggests that 

financial robustness plays a more immediate and tangible role in determining resilience, 

particularly in the context of insurance markets where solvency and claims-paying ability are 

critical. The model demonstrates strong explanatory power (R² ≈ 0.60–0.70), indicating that 

the included variables collectively explain a substantial proportion of variation in insurance 

market resilience. 

The regression results provide a coherent and theoretically consistent narrative (i) ERM 

capability significantly influences governance maturity and capital adequacy culture (Models 

1 and 2); (ii) governance maturity and capital adequacy culture, in turn, significantly influence 

insurance market resilience (Model 3); and (iii) the direct effect of ERM capability on 

resilience is not significant, indicating that ERM operates through indirect pathways. 

This pattern of results provides strong empirical support for a full mediation structure, where 

ERM capability acts as an enabling organisational resource, while governance and capital 

adequacy serve as the mechanisms through which resilience is achieved. The regression 

analysis reinforces the study’s central argument that insurance market resilience is not driven 

by ERM capability alone but by the extent to which ERM translates into effective governance 

practices and financial discipline. The implication is that ERM capability is necessary but not 

sufficient for resilience; its impact depends on how well it is embedded within organisational 

systems. 
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Hypotheses Testing 

The study employed Partial Least Squares Structural Equation Modelling (PLS-SEM) to test 

the research hypotheses, and the results are presented in Table 8. 

 

Table 8: Structural Model Results 

Hypothesis Path β t-value p-value Decision 

H1 ERM → GOV 0.67 7.45 0.000 Supported 

H2 ERM → CAC 0.70 7.90 0.000 Supported 

H3 GOV → RES 0.38 4.10 0.000 Supported 

H4 CAC → RES 0.44 4.65 0.000 Supported 

H5 ERM → RES 0.09 1.10 0.270 Not Supported 

Source: Researchers' Computation using SmartPLS 

 

Table 8 presents the results of the structural model, highlighting the estimated path coefficients, 

their statistical significance, and the corresponding decisions on the study hypotheses. The 

results show that ERM capability has a strong and statistically significant positive effect on 

governance maturity (β = 0.67, p < 0.001), thereby supporting Hypothesis 1. This finding 

suggests that firms with more developed ERM systems are better able to institutionalise 

governance structures, strengthen board oversight, and enhance internal control mechanisms. 

In practical terms, ERM acts as a governance-enabling capability that improves the quality of 

organisational decision-making and accountability.  

Recent empirical evidence reinforces the capability-based view by demonstrating that firms’ 

responses to regulatory and environmental pressures are conditioned by internal organisational 

capabilities. Studies show that dynamic capabilities significantly influence how firms adapt to 

regulatory requirements, respond to uncertainty, and achieve resilience outcomes (Chen, 2024; 

Ali et al., 2024; Akpan et al., 2022). Evidence from emerging markets indicates that sensing, 

reconfiguration, and governance-related capabilities enhance organisational resilience and 

strategic responsiveness (Liang et al., 2022; Ng & Ahmed, 2022). Moreover, empirical findings 

confirm that the effects of capabilities are often indirect, operating through mediating 

mechanisms such as governance structures and innovation processes (Shiferaw & Kero, 2024; 

Liu & Wang, 2022), thereby supporting the argument that regulatory effectiveness depends on 

internal capability development rather than compliance alone. 

Similarly, ERM capability has a significant positive effect on capital adequacy culture (β = 

0.70, p < 0.001), supporting Hypothesis 2. The magnitude of this relationship indicates that 

ERM plays a critical role in shaping financial discipline within insurance firms. Specifically, 

firms with stronger ERM frameworks are more likely to align capital allocation with risk 

exposure, maintain adequate solvency buffers, and adopt forward-looking capital planning 

practices. The positive and significant effect of governance maturity on insurance market 

resilience is consistent with prior empirical evidence demonstrating that well-developed 

governance structures enhance risk management effectiveness, regulatory compliance, and 

organisational stability. Studies show that oversight, internal control systems, and governance 

quality play a critical role in strengthening financial resilience and enabling firms to withstand 

environmental shocks (Hasan et al., 2022; Arena et al., 2021; Zubova, 2020). In the insurance 

context, governance mechanisms have been found to improve solvency stability and 

operational performance (Cummins et al., 2017), while evidence from Nigeria further confirms 
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that governance quality enhances firm stability and risk management outcomes (Adebayo, 

2023). 

Regarding the determinants of insurance market resilience, the results indicate that governance 

maturity has a positive and statistically significant effect (β = 0.38, p < 0.001), supporting 

Hypothesis 3. This suggests that firms with well-developed governance systems are better 

positioned to manage risks effectively, ensure regulatory compliance, and maintain operational 

stability during periods of uncertainty. The positive and statistically significant effect of capital 

adequacy culture on insurance market resilience is strongly supported by empirical literature. 

Evidence from the Nigerian insurance sector demonstrates that firms with stronger capital 

bases exhibit improved financial performance, enhanced premium generation, and greater 

capacity to meet claims obligations (Fadun et al., 2025). Capital adequacy also plays a critical 

role in improving the efficiency of claims settlement, thereby strengthening operational 

stability and policyholder confidence (Oyerinde et al., 2025). Recent studies show that well-

capitalised insurers are better positioned to maintain financial stability and withstand adverse 

shocks, as capital buffers serve as a key mechanism for risk absorption (Poufinas & Siopi, 

2024; Siopi et al., 2023). Evidence further indicates that capital structure and solvency margins 

significantly influence firm-level resilience and performance outcomes (Dansu et al., 2026; 

Odufisan et al., 2025). 

These reinforce the argument that disciplined capital management practices are central to 

sustaining insurance market stability. Firms with strong capital adequacy can absorb losses, 

maintain solvency, and preserve stakeholder confidence, thereby enhancing resilience. The 

relatively stronger effect of capital adequacy compared to governance maturity suggests that 

financial robustness may exert a more immediate and measurable influence on resilience 

outcomes, particularly in emerging markets where capital constraints remain a critical 

challenge. 

Furthermore, capital adequacy culture has a strong, significant positive effect on resilience (β 

= 0.44, p < 0.001), thereby supporting Hypothesis 4. This result highlights the importance of 

financial robustness in sustaining insurance market stability. Firms that maintain disciplined 

capital management practices are more capable of absorbing shocks, meeting claims 

obligations, and preserving stakeholder confidence. Notably, the coefficient for capital 

adequacy culture is slightly higher than that of governance maturity, suggesting that financial 

resilience may be more immediately influenced by capital strength than by governance 

structures alone. 

However, the analysis reveals that the direct effect of ERM capability on insurance market 

resilience is not statistically significant (β = 0.09, p > 0.05), leading to the rejection of the 

direct-effect hypothesis embedded within Hypothesis 5. This finding is particularly important, 

as it indicates that ERM capability does not independently drive resilience outcomes. Instead, 

its influence is indirect, operating through governance maturity and a culture of capital 

adequacy. This pattern of results provides strong evidence of a mediated relationship in which 

ERM capability enhances resilience only when it is effectively translated into organisational 

practices. In other words, ERM serves as an enabling framework, but its effectiveness depends 

on how much it strengthens governance systems and capital management processes. 

The finding that the direct effect of ERM capability on insurance market resilience is not 

statistically significant is consistent with emerging empirical evidence suggesting that ERM 

does not independently drive organisational outcomes. Studies in the Nigerian insurance sector 

show that while ERM practices may exhibit positive relationships with performance, these 
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effects are often not statistically significant unless supported by appropriate organisational 

alignment (Abdulkadir et al., 2026).  

Similarly, evidence from European insurers indicates that ERM adoption does not necessarily 

enhance solvency and, in some cases, may even be associated with reduced financial stability 

(Florio & Leoni, 2020). Recent studies highlight that the effectiveness of ERM is contingent 

upon mediating organisational mechanisms. In particular, corporate governance has been 

identified as a critical factor that enhances ERM's impact on firm performance, suggesting that 

ERM operates through governance structures rather than exerting direct effects (Mosa, 2025; 

Horvey & Odei-Mensah, 2024). Furthermore, mediation-based research demonstrates that 

ERM influences firm outcomes indirectly through strategic capabilities such as competitive 

advantage and resource coordination (Al Lawati et al., 2024). 

These findings reinforce the argument that ERM should be viewed as an enabling capability 

rather than a direct driver of resilience. Its effectiveness depends on how well it is embedded 

within organisational systems, including governance frameworks and financial management 

practices. Consequently, the absence of a significant direct effect in this study provides further 

evidence that resilience outcomes are achieved through capability transformation pathways 

rather than through ERM implementation alone. 

The structural model results confirm that the relationship between ERM capability and 

insurance market resilience is not direct but contingent on internal organisational mechanisms. 

The findings provide strong empirical support for the mediating role of organisational 

capabilities in translating enterprise risk management (ERM) into insurance market resilience. 

This reinforces the study's central argument that regulatory transformation under NIIRA 2025 

can achieve its intended outcomes only when supported by firm-level capabilities. The 

findings, therefore, shift the focus from compliance-based regulation to capability-driven 

implementation, offering important implications for both regulators and industry practitioners. 

 

FINDINGS AND DISCUSSION 

The empirical results provide strong support for the study’s central proposition that insurance 

market resilience is shaped by an integrated system of organisational capabilities, rather than 

by enterprise risk management (ERM) capability alone. This finding is consistent with the 

dynamic capability perspective, which argues that organisational outcomes depend on how 

internal capabilities are configured and deployed (Teece, 2020; 2007). While ERM capability 

has been shown to be a critical antecedent, its effect on resilience is indirect, operating through 

governance maturity and a culture of capital adequacy. This aligns with recent empirical 

evidence suggesting that ERM contributes to firm outcomes primarily through mediating 

organisational mechanisms rather than direct effects (Al Lawati et al., 2024; Arena et al., 2021). 

Specifically, the findings reveal that ERM capability has strong and statistically significant 

positive effects on both governance maturity and capital adequacy culture. In turn, governance 

maturity and capital adequacy culture each exert significant positive effects on insurance 

market resilience, with capital adequacy demonstrating a relatively stronger influence. 

However, the direct effect of ERM capability on resilience is not statistically significant, 

indicating that ERM does not independently drive resilience outcomes. This result is consistent 

with studies showing that ERM effectiveness is contingent on governance quality and 

organisational embedding (Hasan et al., 2022; Florio & Leoni, 2020). 
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ERM Capability as an Enabling Organisational Resource 

The results confirm that ERM capability plays a foundational role in shaping organisational 

processes, particularly governance structures and financial discipline. The strong relationship 

between ERM capability and governance maturity suggests that firms with well-developed 

ERM systems are more likely to institutionalise robust oversight mechanisms, accountability 

frameworks, and risk-informed decision-making processes. This supports the view that ERM 

is deeply intertwined with governance and strategic management processes (Andersen & Sax, 

2021). Similarly, the positive effect of ERM capability on capital adequacy culture indicates 

that integrated risk management enhances firms’ ability to align capital allocation with risk 

exposure, thereby strengthening solvency management practices. This is consistent with 

regulatory frameworks that emphasise the integration of risk and capital management in 

insurance firms (IAIS, 2023; Cummins et al., 2021). These findings reinforce the argument that 

ERM should be understood not merely as a technical or compliance-oriented function, but as a 

strategic organisational capability, that supports the development of other critical capabilities. 

In this sense, ERM acts as an enabler, creating the informational and structural conditions 

necessary for effective governance and financial management (Teece, 2020). 

 

Governance Maturity and Resilience 

The significant positive effect of governance maturity on insurance market resilience highlights 

the importance of effective governance systems in translating risk management into tangible 

outcomes. Firms with mature governance structures are better positioned to ensure that risk 

information is properly evaluated, monitored, and acted upon at the board and executive levels. 

This aligns with empirical evidence showing that governance quality enhances organisational 

resilience and stability (Hasan et al., 2022; Arena et al., 2021). This finding underscores the 

distinction between formal governance structures and governance effectiveness, a well-

established theme in governance literature (Aguilera et al., 2021). The results suggest that 

resilience is not driven by the mere existence of governance frameworks, but by the extent to 

which these frameworks are embedded in organisational decision-making. Governance 

maturity enables firms to maintain operational stability, regulatory compliance, and strategic 

alignment, all of which are essential for resilience under uncertainty (EIOPA, 2021). 

 

Capital Adequacy Culture as a Primary Driver of Resilience 

Among the determinants of resilience, capital adequacy culture exhibits the strongest effect, 

indicating that financial robustness plays a central role in sustaining insurance market stability. 

Firms that maintain disciplined capital management practices are more capable of absorbing 

shocks, meeting claims obligations, and preserving stakeholder confidence, consistent with 

established insurance finance literature (Cummins et al., 2021). The relatively higher 

coefficient for capital adequacy culture suggests that, in practice, resilience is most 

immediately influenced by financial capacity, particularly in insurance markets where solvency 

and liquidity are critical. This is supported by recent studies emphasising the role of capital 

buffers in enhancing financial stability and resilience (Siopi et al., 2023). The findings, 

therefore, highlight capital adequacy culture as a core operational mechanism for achieving 

resilience, complementing governance processes that guide decision-making. 
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Absence of a Direct ERM–Resilience Relationship 

One of the most important findings of the study is the absence of a statistically significant direct 

relationship between ERM capability and insurance market resilience. This result challenges 

the assumption that ERM implementation automatically leads to improved organisational 

outcomes. Similar findings have been reported in prior studies, which show mixed or 

insignificant direct effects of ERM on performance and stability (Florio & Leoni, 2020). 

Instead, the findings indicate that ERM capability influences resilience only when it is 

effectively translated into governance practices and financial discipline. This supports a 

mediation-based interpretation, where ERM provides the necessary inputs, but governance and 

capital adequacy determine how those inputs are operationalised (Al-Lawati et al., 2025). This 

result aligns with the view that ERM is a necessary but not sufficient condition for resilience, 

reinforcing the importance of organisational embedding and capability integration. 

 

Implications for Risk-Based Regulation (NIIRA 2025 Context) 

The findings have important implications for regulatory transformation under NIIRA 2025. 

The shift toward risk-based supervision places greater emphasis on firms’ ability to understand 

and manage their risk exposures rather than merely comply with formal requirements. This 

aligns with global regulatory perspectives that prioritise risk assessment and outcome-based 

supervision (OECD, 2021; van der Heijden, 2021). The results suggest that regulatory reforms 

will only achieve their intended impact if insurers develop the internal capabilities required to 

respond effectively. ERM capability enables firms to generate and interpret risk information, 

governance maturity ensures that this information informs decision-making, and capital 

adequacy culture provides the financial capacity to act on those decisions (IAIS, 2023). This 

supports a capability-based view of regulation, in which regulatory effectiveness depends not 

only on the design of rules but also on firms’ ability to operationalise them. 

 

Integrated Capability Pathway to Resilience 

The findings support a sequential and integrated pathway linking regulatory transformation to 

resilience: (i) Regulatory transformation establishes risk-based expectations (OECD, 2021), 

(ii) ERM capability enables firms to identify and assess risks (COSO, 2017), (iii) governance 

maturity embeds risk into decision-making (Arena et al., 2021), (iv) capital adequacy culture 

provides shock-absorbing capacity (Cummins et al., 2021), and (v) insurance market resilience 

emerges as the system-level outcome (IAIS, 2023). This pathway highlights the 

interdependence of organisational capabilities and reinforces the argument that resilience is not 

the result of a single factor, but of a coordinated capability framework. Consequently, the 

findings demonstrate that improving insurance market resilience requires more than adopting 

ERM frameworks or regulatory reforms. It requires developing deep organisational capabilities 

that translate risk awareness into effective action. Governance maturity and capital adequacy 

culture are the critical mechanisms through which ERM capability is operationalised, 

ultimately determining the resilience of the insurance sector. 

 

RECOMMENDATIONS AND SUGGESTIONS FOR FUTURE RESEARCH 

The study underscores that improving insurance market resilience requires more than 

regulatory reform; it requires the development of organisational capabilities that translate 

regulatory expectations into effective practice. ERM capability, governance maturity, and a 
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culture of capital adequacy must operate as an integrated system for sustainable outcomes. 

Hence, the following are recommended: 

1. Regulatory and Policy Recommendations: 

The findings demonstrate that regulatory reforms such as NIIRA 2025 will only translate into 

improved insurance market resilience when insurers possess the internal capabilities required 

to respond effectively. Regulators should therefore move beyond compliance-based 

supervision and adopt a capability-oriented supervisory approach. Supervisory authorities 

should place greater emphasis on assessing the quality of ERM implementation, rather than 

merely verifying its existence. This includes evaluating how risk information is integrated into 

underwriting decisions, capital allocation, pricing strategies, and claims management. 

Regulatory reviews should incorporate “use-test” principles, ensuring that risk management 

frameworks actively influence decision-making. 

In addition, regulators should strengthen requirements relating to governance effectiveness, 

particularly board oversight of risk and capital management. This may involve enhanced fit-

and-proper criteria for board members, mandatory risk governance training, and more rigorous 

disclosure requirements on governance practices. Given the strong effect of capital adequacy 

culture on resilience, regulators should reinforce risk-based capital frameworks and encourage 

insurers to adopt forward-looking solvency assessments. Stress testing, scenario analysis, and 

capital planning should be embedded within supervisory expectations to ensure that firms 

maintain adequate buffers under adverse conditions. Finally, regulatory authorities should 

promote market discipline and transparency by improving disclosure standards, thereby 

helping rebuild public trust and enhance confidence in the insurance sector. 

 

2. Managerial and Industry Recommendations: 

For insurance firms, the results highlight that ERM capability must be treated as a strategic and 

governance capability, rather than a technical or compliance function. Senior management 

should ensure that ERM is fully integrated into core business processes, including 

underwriting, investment decisions, and product development. Firms should prioritise the 

development of governance maturity, ensuring that board structures, internal controls, and 

accountability mechanisms are not merely formalities but actively shape organisational 

behaviour. This requires strengthening the role of risk committees, improving board-level 

engagement with risk issues, and embedding risk culture across all organisational levels. 

The importance of capital adequacy culture suggests that insurers should adopt a more 

disciplined and proactive approach to capital management. This includes aligning capital 

allocation with risk exposures, maintaining adequate solvency buffers, and integrating capital 

considerations into strategic planning. Insurance firms should also invest in data analytics, risk 

modelling, and digital infrastructure, as these capabilities enhance the effectiveness of ERM 

systems and support better decision-making under uncertainty. 

 

3. Theoretical and Research Implications: 

The study contributes to the literature by demonstrating that ERM capability does not directly 

influence resilience outcomes but instead operates through mediating mechanisms, such as 

governance maturity and a culture of capital adequacy. This finding supports the capability-

based view, which emphasises that organisational outcomes depend on how internal 
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competencies are configured and deployed. The results also extend existing ERM literature by 

highlighting the importance of implementation depth and organisational embedding, rather 

than mere adoption. This suggests that future theoretical models should incorporate mediating 

and contingent relationships, rather than assuming direct effects of ERM on performance or 

resilience. 

 

Suggestions for Future Research 

The future research may focus on the following: 

1. Longitudinal Analysis of Regulatory Impact: Future studies should adopt longitudinal 

research designs to examine how regulatory reforms such as NIIRA 2025 influence firm 

behaviour and market resilience over time. This would provide deeper insights into causality 

and the dynamic effects of regulatory transformation. 

2. Cross-Country Comparative Studies: Comparative research across different jurisdictions, 

particularly between emerging and developed insurance markets, would help to determine 

whether the observed relationships are context-specific or generalisable. Such studies could 

explore how institutional environments shape the effectiveness of ERM, governance, and 

capital adequacy. 

3. Inclusion of Additional Mediating and Moderating Variables: Future research could extend 

the model by incorporating additional variables such as risk culture, technological capability 

(InsurTech adoption), regulatory enforcement intensity, and market competition. These factors 

may further explain how ERM capability translates into resilience outcomes. 

4. Firm-Level vs Industry-Level Resilience: While this study focuses on market-level 

resilience, future research could distinguish more explicitly between firm-level resilience and 

system-level stability, examining how micro-level capabilities aggregate into macro-level 

outcomes. 

5. Mixed-Methods and Qualitative Approaches: Quantitative findings could be complemented 

with qualitative case studies, interviews, or regulatory assessments to provide deeper insights 

into how governance and ERM are implemented in practice. This would help address the gap 

between formal structures and actual decision-making behaviour. 

6. Expanded Dataset and Advanced Modelling: Future studies could use larger samples across 

multiple years; apply advanced techniques such as multi-group SEM, panel data regression, or 

machine learning models; and explore non-linear relationships and threshold effects. 

 
CONCLUSION 

This study examines the relationship between enterprise risk management (ERM) capability, 

regulatory transformation, and insurance market resilience within the context of the Nigerian 

Insurance Industry Reform Act (NIIRA) 2025. It also developed a conceptual framework 

illustrating the mediating roles of governance maturity and capital adequacy culture in the 

relationship between enterprise risk management capability and insurance market resilience 

within the NIIRA 2025 regulatory context.  

The findings suggest that ERM capability does not directly enhance market resilience but 

operates through governance maturity and capital adequacy culture. This supports the argument 



Nigerian Journal of Risk and Insurance   Vol. 16 No. 1 (2026)  
 

21 

 

that regulatory reforms under NIIRA 2025 are only effective when firms possess the internal 

capability to implement them. The Nigerian insurance sector’s structural weaknesses (e.g., due 

to low penetration, weak governance, and undercapitalisation) reinforce the importance of this 

finding. Regulatory transformation alone is insufficient without organisational capability 

development. This study provides empirical evidence that ERM capability indirectly influences 

insurance market resilience through governance maturity and a culture of capital adequacy. By 

integrating regulatory transformation with organisational capability, the study offers a more 

comprehensive understanding of the development of Nigeria's insurance market. 

 

REFERENCES 

Abdulkadir, J., Abdul-Qadir, A. B., Adeniran, A. M., & Faruk, B. U. (2026). Effect of 

enterprise risk management (ERM) practices on performance of listed insurance 

companies in Nigeria. Journal of Business Development and Management Research, 

11(7), 176-187. https://doi.org/10.70382/ajbdmr.v11i7.056 

Acharya, V. V., Pedersen, L. H., Philippon, T., & Richardson, M. (2017). Measuring systemic 

risk. Review of Financial Studies, 30(1), 2-47. 

Adebayo, S. O. (2023). Corporate governance and financial performance of insurance firms in 

Nigeria. African Journal of Economic and Management Studies, 5(3), 21-44. 

Aguilera, R. V., Judge, W. Q., & Terjesen, S. (2021). Corporate governance deviance. Academy 

of Management Review, 46(2), 258-284. 

Akpan, E. E., Johnny, E., & Sylva, W. (2022). Dynamic capabilities and organisational 

resilience of manufacturing firms in Nigeria. Vision: The Journal of Business 

Perspective, 26(1), 48-64. https://doi.org/10.1177/0972262920984545  

Ali, A., Labib, A., Afonso, P., & Mahfouz, A. (2024). Developing dynamic supply chain 

resilience capabilities: A study of Irish firms’ response to the COVID-19 pandemic. 

Production, 34, e20230076. https://doi.org/10.1590/0103-6513.20230076  

Andersen, T. J., & Sax, J. (2021). Strategic risk management and corporate governance. Long 

Range Planning, 54(2), 102-115. 

Andersen, T. J. (2020). Enterprise risk management and strategic planning. MIT Sloan 

Management Review, 61(2), 1-8. 

Arena, M., Arnaboldi, M., & Azzone, G. (2021). Risk management and corporate governance: 

The role of boards. British Accounting Review, 53(2), 100971. 

Arner, D. W., Barberis, J., & Buckley, R. P. (2020). The evolution of financial regulation in 

emerging markets. Journal of Banking Regulation, 21(1), 1-15. 

Arena, M. (2008). Does insurance market activity promote economic growth? Journal of Risk 

and Insurance, 75(4), 921-946. 

Al Lawati, A., Hussin, B. M., Abdul Kadir, M. R., & Khudari, M. (2025). The impact of 

enterprise risk management on firm competitiveness: The mediating role of competitive 

advantage in the Omani insurance industry. Risks, 13(10), 199. 

https://doi.org/10.3390/risks13100199  

https://doi.org/10.70382/ajbdmr.v11i7.056
https://doi.org/10.1177/0972262920984545
https://doi.org/10.1590/0103-6513.20230076
https://doi.org/10.3390/risks13100199


Nigerian Journal of Risk and Insurance   Vol. 16 No. 1 (2026)  
 

22 

 

Beasley, M. S., Branson, B. C., & Hancock, B. V. (2020). Developing key risk indicators to 

strengthen enterprise risk management. Paris: COSO. 

Beck, T., & Webb, I. (2003). Economic, demographic, and institutional determinants of life 

insurance consumption across countries. World Bank Economic Review, 17(1), 51-88. 

Black, J. (2010). Risk-based regulation: Choices, practices and lessons learnt. Paris: 

Organisation for Economic Co-operation and Development (OECD). 

Black, J., & Baldwin, R. (2010). Really responsive risk-based regulation. Law & Policy, 32(2), 

181-213. 

Chen, C. (2024). Development of green business strategies through green dynamic capabilities 

and environmental regulation: Empirical evidence from the construction sector. Journal 

of Cleaner Production, 438, 140826. https://doi.org/10.1016/j.jclepro.2024.140826  

Committee of Sponsoring Organizations of the Treadway Commission [COSO] (2017). 

Enterprise risk management: Integrating with strategy and performance. COSO. 

https://www.coso.org/Pages/erm.aspx  

Cummins, J. D., Rubio-Misas, M., & Vencappa, D. (2021). Risk and capital management in 

insurance companies. Journal of Risk and Insurance, 88(4), 873–905. 

https://doi.org/10.1111/jori.12367  

Cummins, J. D., & Phillips, R. (2009). Capital adequacy and insurance risk-based regulation. 

Journal of Insurance Regulation, 27(4), 25-72. 

Cummins, J. D., & Weiss, M. A. (2014). Systemic risk and the U.S. insurance sector. Journal 

of Risk and Insurance, 81(3), 489-528. 

Dansu, F., Abass, O., Fabiyi, J., & Olubusade, T. (2026). Relationship between technical 

reserves and solvency margin: Evidence from selected non-life insurance companies in 

Nigeria. International Journal of Business Sustainability, 1(3), 210-227. 

https://doi.org/10.25299/ijbs.2026.22447  

Eling, M. (2012). What do we know about market discipline in insurance? Journal of Risk and 

Insurance, 79(1), 185-223. 

Enz, R. (2000). The S-curve relation between per-capita income and insurance penetration. 

Geneva Papers on Risk and Insurance, 25(3), 396-406. 

European Insurance and Occupational Pensions Authority [EIOPA] (2021). Financial stability 

report (July 2021). Frankfurt am Main: EIOPA. https://www.eiopa.europa.eu 

European Insurance and Occupational Pensions Authority [EIOPA] (2022). Supervisory review 

process under Solvency II. EIOPA. https://www.eiopa.europa.eu/  

Fadun, O. S. (2021). Nexus between insurance penetration and economic growth: Evidence 

from Nigeria. Nigerian Journal of Risk and Insurance, 11(1), 20-36. 

Fadun, O. S. (2021). Mastering risk management and enterprise risk management (A 

comprehensive guide). Lagos, Nigeria. Fadcon International Consulting. 

https://doi.org/10.1016/j.jclepro.2024.140826
https://www.coso.org/Pages/erm.aspx
https://doi.org/10.1111/jori.12367
https://doi.org/10.25299/ijbs.2026.22447
https://www.eiopa.europa.eu/
https://www.eiopa.europa.eu/


Nigerian Journal of Risk and Insurance   Vol. 16 No. 1 (2026)  
 

23 

 

Fadun, O. S., Oyerinde, M. T., & Aduloju, S. A. (2025). Capital adequacy and the financial 

performance of insurance companies: The Nigerian experience. International Journal 

of Insurance, Risk and Management Sciences, 2(1), 17-38. 

Fadun, O. S., & Saka, T. S. (2025). Impacts of corporate governance practices on the liquidity 

and capital adequacy of insurance companies in Nigeria. International Journal of 

Marketing and Management Sciences, 5(1), 269-285. 

Fadun, O. S., & Silwimba, P. (2023). Does Insurance Promote Economic Growth? Evidence 

from Nigeria. Nigerian Journal of Risk and Insurance, 13(1), 1-24. 

Fraser, J., Simkins, B., & Narvaez, K. (2021). Implementing enterprise risk management: Case 

studies and best practices. London: Wiley. 

Florio, C., & Leoni, G. (2020). Enterprise risk management and solvency: The case of listed 

EU insurers. Journal of Business Research, 113, 360-369. 

Florio, C., & Leoni, G. (2017). Enterprise risk management and firm performance: The Italian 

case. British Accounting Review, 49(1), 56-74. 

Hair, J. F., Hult, G. T. M., Ringle, C. M., Sarstedt, M., Danks, N. P., & Ray, S. (2022). Partial 

least squares structural equation modelling (PLS-SEM) using R: A workbook. New 

York, NY: Springer. 

Hasan, I., Kobeissi, N., Liu, L., & Wang, H. (2022). Corporate governance and firm resilience. 

Journal of Corporate Finance, 72, 102161. 

Horvey, S. S., & Odei-Mensah, J. (2024). Enterprise risk management and performance of 

insurers: The moderating role of corporate governance. Risk Management, 26(4), 

Article 18. https://doi.org/10.1057/s41283-024-00149-1  

Hoyt, R. E., & Liebenberg, A. P. (2011). The value of enterprise risk management. Journal of 

Risk and Insurance, 78(4), 795-822. 

Huse, M. (2020). Corporate governance: Understanding important contingencies. London: 

Cambridge University Press. 

International Association of Insurance Supervisors [IAIS] (2023). Insurance core principles 

(ICPs). Basel: IAIS. https://www.iais.org/activities-topics/standard-setting/icps-and-

comframe/  

International Association of Insurance Supervisors [IAIS] (2019). Insurance Core Principles. 

Basel: IAIS. 

International Monetary Fund IMF] (2022). Global financial stability report: Navigating the 

high-inflation environment (October 2022). Washington, DC: IMF. 

https://doi.org/10.5089/9798400219672.082  

Iroh, E. H., & Orobator, B. (2024). Risk-based supervision and financial performance of 

insurance companies in Nigeria. Nigerian Journal of Risk and Insurance, 14(1), 63-80. 

Jaakkola, E. (2020). Designing conceptual articles: Four approaches. AMS Review, 10(1–2), 

18-26. 

https://doi.org/10.1057/s41283-024-00149-1
https://www.iais.org/activities-topics/standard-setting/icps-and-comframe/
https://www.iais.org/activities-topics/standard-setting/icps-and-comframe/
https://doi.org/10.5089/9798400219672.082


Nigerian Journal of Risk and Insurance   Vol. 16 No. 1 (2026)  
 

24 

 

Liang, Y., Lee, M. J., & Jung, J. S. (2022). Dynamic capabilities and ESG strategy for 

sustainable performance. Frontiers in Psychology, 13, 958450. 

https://doi.org/10.3389/fpsyg.2022.958450  

Liu, Y. I., & Wang, F. (2022). The impact of dynamic capabilities of platform firms on value 

co-creation: An empirical study based on Chinese firms. SSRN Electronic Journal. 

https://doi.org/10.2139/ssrn.4113521  

Maduchie, C., & Fadun, O. S. (2025). Enterprise risk management as a strategic tool for 

enhancing financial performance in the Nigerian insurance sector. RUN Journal of 

Management, 2(2), 175-196. 

McShane, M. K., Nair, A., & Rustambekov, E. (2011). Does enterprise risk management 

increase firm value? Journal of Accounting, Auditing and Finance, 26(4), 641-658. 

Mosa, H. A. H. (2025). The role of corporate governance in enhancing enterprise risk 

management (ERM) effectiveness in Saudi insurance companies. Journal of 

International Crisis and Risk Communication Research, 8(4), 281–304. 

https://doi.org/10.63278/jicrcr.vi.3487  

NAICOM (2019) Annual Report and Market Statistics. Abuja: National Insurance 

Commission. 

National Insurance Commission [NAICOM] (2023). Annual report 2023. Abuja, Nigeria: 

NAICOM. 

Nascimento, L. S., & Zawislak, P. A. (2023). Towards a theory of capability-based 

transactions: Bounded innovation capabilities, commercialisation, cooperation, and 

complementarity. Technology in Society, 75(102382). 

https://doi.org/10.1016/j.techsoc.2023.102382  

Ng, S. P., & Ahmed, P. K. (2022). Different types of innovations and dynamic capabilities in 

achieving timely responsiveness: Some implications for supply chain management. 

Journal of General Management, 49(4), 247–262. 

https://doi.org/10.1177/03063070221123056  

Nigerian Insurance Industry Reform Act (2025). Nigerian Insurance Industry Reform Act, 

2025. Abuja: Federal Republic of Nigeria. 

Odufisan, B., Akinrinola, O., Ojomolade, D., & Isibor, A. A. (2025). Capital structure, financial 

stability and performance of insurance companies in Nigeria. International Journal of 

Research and Innovation in Social Science, 9(9), 1763-1774. 

https://doi.org/10.47772/IJRISS.2025.909000152  

Olayungbo, D. O., & Akinlo, A. E. (2016). Insurance penetration and economic growth in 

Nigeria. Cogent Economics and Finance, 4(1), 1-17. 

Organisation for Economic Co-operation and Development [OECD] (2022). OECD pensions 

outlook 2022. Paris: OECD. https://doi.org/10.1787/20c7f443-en 

Organisation for Economic Co-operation and Development [OECD] (2021). OECD 

Regulatory Policy Outlook 2021. Paris: OECD Publishing. 

https://doi.org/10.3389/fpsyg.2022.958450
https://doi.org/10.2139/ssrn.4113521
https://doi.org/10.63278/jicrcr.vi.3487
https://doi.org/10.1016/j.techsoc.2023.102382
https://doi.org/10.1177/03063070221123056
https://doi.org/10.47772/IJRISS.2025.909000152
https://doi.org/10.1787/20c7f443-en


Nigerian Journal of Risk and Insurance   Vol. 16 No. 1 (2026)  
 

25 

 

Osasona, A. V., Isimoya, O. A., & Fadun, O. S. (2025). Claims management practices and 

financial performance of insurance companies in Nigeria. EBSU International Journal 

of Business Ethics and Corporate Governance, 2(1), 83-94. 

Outreville, J. F. (2013). The relationship between insurance and economic development: 85 

empirical papers for a review of the literature. Journal of Risk Research, 16(3), 321-

332. 

Oyerinde, M. T., Aduloju, S. A., & Fadun, O. S. (2025). Capital Adequacy and Claims 

Settlement Management in Listed Insurance Companies in Nigeria. International 

Journal of Entrepreneurship, Management and Social Sciences, 2(1), 446-464. 

Poufinas, T., & Siopi, E. (2024). Investment portfolio allocation and insurance solvency: New 

evidence from insurance groups in the era of Solvency II. Risks, 12(12), 191. 

https://doi.org/10.3390/risks12120191  

Power, M. (2007). Organised Uncertainty: Designing a World of Risk Management. Oxford: 

Oxford University Press. 

Ringle, C. M., Sarstedt, M., Mitchell, R., & Gudergan, S. (2020). Partial least squares structural 

equation modelling in HRM research. The International Journal of Human Resource 

Management, 31(12), 1617-1643. 

Sarstedt, M., Ringle, C. M., & Hair, J. F. (2021). Partial least squares structural equation 

modelling. In: Handbook of Market Research. New York, NY: Springer. 

Sax, J., & Andersen, T. J. (2019). Making risk management strategic: Integrating enterprise 

risk management with strategic planning. European Management Review, 16(3), 719-

740. https://doi.org/10.1111/emre.12185  

Schwizer, P., Prigge, S., & Groh, A. P. (2021). Risk governance and firm performance. Journal 

of Financial Stability, 52, 100807. https://doi.org/10.1016/j.jfs.2021.100807  

Schwarcz, D., & Schwarcz, S. L. (2014). Regulating systemic risk in insurance. University of 

Chicago Law Review, 81(4), 1569-1640. 

Siopi, E., Poufinas, T., Chen, J. M., & Agiropoulos, C. (2023). Can regulation affect the 

solvency of insurers? New evidence from European insurers. International Advances 

in Economic Research, 29(1), 15-30. https://doi.org/10.1007/s11294-023-09867-w  

Silwimba, P., & Fadun, O. S. (2022). Allocation of resources for risk management activities 

by business organisations in developing countries: Evidence from Zambia. 

International Bussecon Review of Social Sciences, 4(1), 15-24.  

Shiferaw, R. M., & Kero, C. A. (2024). Dynamic capabilities view practices of business firms: 

A systematic literature review. Cogent Business & Management, 11(1), 2336309. 

https://doi.org/10.1080/23311975.2024.2336309  

Shoyemi, S., Brito, M., & Dawson, I. (2025). Risk perceptions of motor insurance fraud in 

Nigeria: Insights from industry experts. Nigerian Journal of Risk and Insurance, 15(1), 

70-88. 

Snyder, H. (2019). Literature review as a research methodology: An overview and guidelines. 

Journal of Business Research, 104, 333-339. 

https://doi.org/10.3390/risks12120191
https://doi.org/10.1111/emre.12185
https://doi.org/10.1016/j.jfs.2021.100807
https://doi.org/10.1007/s11294-023-09867-w
https://doi.org/10.1080/23311975.2024.2336309


Nigerian Journal of Risk and Insurance   Vol. 16 No. 1 (2026)  
 

26 

 

Teece, D. J. (2020). Dynamic capabilities and entrepreneurial management in large 

organizations. California Management Review, 62(4), 1-19. 

Teece, D. J. (2007). Explicating dynamic capabilities: The nature and microfoundations of 

sustainable enterprise performance. Strategic Management Journal, 28(13), 1319-

1350. 

van der Heijden, J. (2021). Risk as an approach to regulatory governance: An evidence 

synthesis and research agenda. London: SAGE Open. 

van der Heijden, J. (2019). Risk governance and risk-based regulation: A review of the 

international academic literature. State of the Art in Regulatory Governance Research 

Paper Series, 2019(02). SSRN. https://doi.org/10.2139/ssrn.3406998  

Windsor, P., Vogelsang, S. J., Henning, C., Kerwin, M., Omondi, E., Rubio, G., & Steynberg, 

J. (2024). Implementing risk-based solvency for insurers: Lessons from Kenya, 

Mexico, and South Africa. International Monetary Fund, 2024(240), 1-108.    

https://doi.org/10.5089/9798400294631.001 

Zubova, E. P. (2020). Corporate governance and financial stability of insurance companies. 

Journal of Risk Finance, 21(4), 345-360. 

 

 

https://doi.org/10.2139/ssrn.3406998
https://doi.org/10.5089/9798400294631.001

