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Abstract 

Increased volatility in the business world has exposed the inadequacy of traditional approaches to risk management. 

This has led to an integrated approach to measuring and managing risks known as enterprise risk management 

(ERM). At the same time, past studies on ERM disclosures have examined it within the context of book-based 

approach, which has not given the right and accurate information. However, this paper examined the significance of 

enterprise risk management and listed manufacturing firms' financial performance in Nigeria using both the 

book-based approach and the market-based approach. Relevant ERM theories in relation to financial performance 

such as Agency Theory, Stakeholders Theory, and Enterprise Risk Management Theory were examined. A panel 

data analysis was employed on time series and cross-sectional data of thirty listed manufacturing firms in Nigeria 

from 2010 to 2018. The random effect of the Hausman test was found to be more appropriate and hence adopted in 

interpreting the results of the analysis. The results confirm the a priori expectations that profitability ratio, liquidity 

ratio, market-based ration to risk board committee, the board size, firm size, and directors’ ownership all have varied 

impact on the firm’s profitability with varied statistical significance levels.  

Keywords: corporate governance, book-based ratio, enterprise risk management, financial performance, 

market-based ratio 

JEL Classification Code: G32, G34, M41 

1. Introduction 

It is a fundamental objective of every company to make a profit and perform efficiently well in its operations. In any 

country, manufacturing firms have a part in developing the economy (Oladipo et al., 2019b). Financial performance 

is the empirical assessment of profitability and financial strength of any corporate concern (Umukoro et al., 2020). 

The financial statement review seeks to expose the value and importance of items published in income statements 

and statement of financial position that will assist management in the implementation of sound organizational and 

financial policies (Otekunrin et al., 2018a; 2018b). According to Angell and Brewer (2017), financial performance is 

calculated by asset usage, relative profitability, and the group's financial leverage. Angell and Brewer (2017) warn 

that with these three determinants, the main problem is that they rely on each other and that none of them can act 

independently to affect financial results. Achieving a stable financial performance, their adaptability to the business 

environment and risks associated with such organizations should be identified, assessed, and managed to not cause 

companies to be vulnerable to liquidation. In the market climate, these businesses' success is the main determinant of 

their existence and profitability. 

Risk is an uncertainty that cannot be avoided but could be controlled. Financial services regularly face different 

aspects of risks in their operations. The financial performance of a company also depends on the risk taken but 

managed to a minimal level, and this is where the control of risk comes in to look at the steps taken to monitor the 

risk to an optimal level which would not affect the financial stability of the firm but rather increase it. 

Implementation of risk management strategy must be carried out by employees or hired personnel with a proper 
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understanding of the effect of risk management and its results if adherently followed. Evolving in development with 

the changes in the business environment, the perception of risk management also changed and introduced a confined 

and re-structured level of responding to risk in risk management called, Enterprise Risk Management (ERM). 

Enterprise Risk Management analyzes available data that identifies the performance or failures of uncertainties when 

choices are focused on the possible courses of action. Increasing the value of shareholders is the main objective of 

risk management (COSO, 2004; Pagach & Warr, 2011; Liebenberg & Hoyt, 2003). Risks are increasing, and risk 

management is becoming an integral part of almost every organization. Risk management policy not well 

implemented would have an adverse effect on the financial performance of financial services but could also lead to 

its liquidation. Enterprise Risk Management is seen as a top-down strategy to define, assess and respond to strategic, 

operational and financial threats to achieve certain goals: to achieve high-level objectives that fit with the purpose of 

the organization, to obtain effective and efficient use of resources, to ensure reporting reliability and comply with 

relevant laws and regulations. 

In this study, net asset per share was used to measure financial performance because it measures both company 

market values and book values. There are two bases of assessing the financial performance of any firm. These are 

book-based and market-based approach (Vafeas, 1999; Eluyela et al., 2018a; 2018b). However, various studies such 

as (Ajibola, 2019; Nwanji et al., 2020; Olalere & Wan Ahmad, 2016) used book-based approach (ROA, DER) which 

just focused on the financial statement and annual report of firms. The market based approach is more important 

because it gives more balanced and comprehensive information (Quon, Zeghal & Maingot, 2012). Based on 

researchers’ knowledge, the market-based approach has been scarce in previous studies. The market based approach 

was used in this study because of the short-comings in the book based approach, and this gives room for 

management of the firms to assess the happenings outside their company because the market changes based on 

stakeholder expectation. This gap serves as a motivation for this study. 

Hence, the study seeks to ascertain a causal relationship between enterprise risk management on the financial 

performance of listed manufacturing firms. In achieving this, the rest of the study is structured in four sections. Next 

to the study's background is the second section, which contains the review of literature, empirical and theoretical 

evidences. Section three explains the research methods, and section four discusses data analysis and interpretation, 

while the last section contains conclusion, recommendation and areas of further research. 

2. Literature Review 

The literature is loaded with findings which demonstrate the effects of enterprise risk management on the financial 

performance of listed manufacturing firms  

2.1 Traditional Risk Management and Enterprise Risk Management 

Managing risk is becoming an imperative concern in the active and global environment of today's business world. In 

capital markets and an organisation's ability for decades to avoid, cut, balance or turn risks into opportunities, risk 

management has played a crucial role. However, it has developed from a traditional approach to a more modernized 

approach with time. Kraus and Lehner (2012) clarified the traceability of risk management to the 1940s and early 

1950s. It began as a "silo-based" approach to enterprise risk management until the mid-1990s. Dickinson (2001) 

notes that the 'silo-based' approach is Traditional Risk Management (TRM), which is characterized by the 

management of individual risks in single units in a highly disaggregated system. 

Therefore, the various types of risk are individually managed for this purpose; liquidity, credit, company, and 

operational risk. The disadvantages of this strategy are that, according to Eikenhout (2015), as the risk has to be 

segregated and personally managed, this leads to inefficiencies in risk management. He notes that traditional risk 

management focuses on finance and a case-by-case basis addresses risks, whereas enterprise risk management (ERM) 

addresses risks as a package and focuses not only on financial risks but also on non-financial risks. Saeidi, Sofian 

and AbdulRasid (2014) claim that a major paradigm shift in enterprise risk management was seen in the 1990s. 

Organizations indicated that they were using a more structured approach to risk management as an alternative to 

relying solely on silo-based risk assessment and resolution approaches. 

2.2 Agency Theory 

Agency theory extends the study of the firm to include division of ownership and control and managerial motivation. 

Management attitudes towards risk-taking and hedging have been shown to impact corporate risk management agency 

problems (Smith & Stulz, 1985). This theory identifies a possible mismatch of interest between shareholders, 

management and debt holders due to earnings distribution asymmetries, resulting in the business taking too much risk 

or not engaging in a positive net value project. 
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The use of derivatives is motivated by competing interests in the organizational relationship between managers and 

shareholders. Most senior managers have a highly undiversified financial status because they receive significant profits 

from their jobs (monetary and non-monetary). Risk aversion causes managers to deviate from acting purely in the best 

interest of shareholders by expending resources to hedge diversifiable risk, Managers and shareholders' time horizons 

can also vary because management compensation is related to short-term accounting steps. Via corporate risk 

management, these conflicts of interest may be mitigated if compensation systems properly relate managers' salaries to 

the firm's stock price. This means that a determinant of corporate hedging in a corporation could be the use of stock 

options contracts. Executive stock options will effectively minimize the risk aversion of a manager and lower the 

tendency to decrease idiosyncratic risk utilizing derivatives. 

2.3 Enterprise Risk Management and Firm Characteristics 

Some scholars have addressed the positive relationships between firm characteristics and the ERM software, but 

some other studies indicate unique factors that have no major effect on adopting ERM programs. Liebenberg and 

Hoyt (2003) argue that ownership features suggest no negligible link with the adoption of ERM programs. However, 

Pagach and Warr (2007) have found that it also does not affect the capital structure. Beasley, Pagach and Warr 

(2007); Liebenberg and Hoyt (2003) did not find proof of this opinion, even though some authors believe that an 

ERM software is appreciated more by companies with more growth opportunities. 

Several studies hold that ERM is usually adopted by larger organizations (Pagach & Warr, 2011, Beasley, Pagach & 

Warr, 2007; Liebenberg & Hoyt, 2003). The study of Hoyt and Liebenberg (2011) showed that companies with an 

integrated ERM program possess less financial risk. Saidu & Gidado (2018) aimed to investigate the effect of 

managerial ownership on listed manufacturing firms' financial performance in Nigeria adopting regression and OLS 

analysis. They found out that managerial ownership has a negative impact on the performance of listed 

manufacturing companies. 

Based on the literature reviewed above, the following hypothesis stated in the null form will be tested in the result 

and discussion section: 

H01: There is no significant relationship between enterprise risk management and profitability ratio of listed 

manufacturing firms in Nigeria. 

H02: There is no significant relationship between enterprise risk management and liquidity ratio of listed 

manufacturing firms in Nigeria. 

H03: Enterprise risk management has no significant influence on the market-based ratio of listed manufacturing firms 

in Nigeria. 

3. Data and Methodology 

This study adopted yearly observation rather than daily, monthly or quarterly observations (Adebayo et al., 2020; 

Oladipo et al., 2019a; 2019c). The source of the yearly data was generated through the Nigerian stock exchange 

(NSE) site. Secondary data is generally suitable and advantageous when trying to get any data about a company's 

financial position and performance (Lawal, Babajide, Nwanji & Eluyela, 2018; Ozordi et al., 2019; 2020). The study 

adopted a quantitative research design approach (See Adetula et al., 2016; Akintimehin et al., 2019). This method 

enables data collection from reports on the financial statements from the listed manufacturing firms within the time 

frame of nine years (2010- 2018) for the period under study.  

This study is based on panel data methodological approach (Eluyela et al., 2019a; 2019b). The study's populace 

comprises all the 53 manufacturing firms listed on Nigeria stock exchange. This is made up of 28 firms listed on the 

consumer goods sector and 25 firms listed on the industrial goods sector. The sample size was selected based on the 

availability of complete data for the period under review (2010-2018). This study's sample size is 30 listed 

manufacturing firms comprising of 15 firms each for consumer and industrial goods sector. 

The data analysis method is the panel data regression technique (Adegboyegun et al., 2020a; 2020b; Ademola et al., 

2020b). Firstly, the descriptive statistics were presented in the result section. The descriptive statistics contain the 

measure of the central tendency of all variables (Ezenwoke et al., 2020; Inegbedion et al., 2020; Popoola, Asaleye & 

Eluyela, 2018). This includes the mean, median, standard deviation, minimum and maximum values of all variables 

(Folashade et al., 2016). Following the result of the descriptive statistics, the correlation analysis was presented 

(Ademola et al., 2020a). The correlation analysis is used to confirm the presence of multicollinearity between variables. 

Based on the a priori expectations, there should be an absence of multicollinearity among variables. According to 

Okere et al (2019), multicollinearity is present when any variable's correlation values are higher than 0.8.  
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The Hausman test was used to confirm the model that fits the study. There are two types of models under the Hausman 

test (random and fixed effects model). Based on the result of the Hausman test, the panel data regression technique was 

presented. Under the panel regression technique, the variables' probability values were used to accept or reject the 

hypothesis stated in the the literature review section. 

3.1 Model Specification 

The regression model of Eluyela et al., (2020) provides a useful guide on the independent variables that affect 

enterprise risk. The model specification of this study is as follows: 

( )y f x                                         (1) 

0 1 1 2 2 3 3 4 4it itY X X X X                             (2) 

Where; 

X1= Risk Management Committee 

X2= Company Size 

X3= Directors Ownership 

X 4 =Board Size 

0 = Constant 

1 = Slope of X1 

2 = Slope of X2 

3 =Slope of X3 

4 =Slope of X 4  

it = Error term 

Further explanation of the model specification for the study is; 

0 1 2 3 4it it it it it itROA RMC CS DO BO                         (3) 

0 1 2 3 4it it it it it itDER RMC CS DO BO                         (4) 

0 1 2 3 4it it it it it itNPS RMC CS DO BO                          (5) 

3.2 Variables Measurement 

The measured variables used in this study are an indicator of Enterprise risk management and financial performance of 

listed financial services. The independent variable is enterprise risk management, while the dependent variable is 

financial performance. Table 1 shows the various variables used in the study and their measurement. 

 

Table 1. Measurement of variables 

Variable Type Name of Variable Measurement 

Dependent Variables Return on Asset (ROA) Profit after taxation divided by total assets 

Debt to equity ratio (DER) Total debt divided by total equity 

Net Assets per Share Net asset divided by the number of ordinary shares in 

issue 

Independent  Risk Board Committee Presence of risk board in the organization 

Firm Size Log of total assets 

Control Director Ownership % of director ownership divided by total shares 

Board Size Number of the board of directors 

Source: Authors Compilation (2020) 
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4. Result and Discussion 

To analyze the profitability pattern of these selected quoted manufacturing firms, this study used econometric 

analytical tools to analyze the 30 selected manufacturing firms for this study. The analysis comprises of 270 

observations for the 2010-2018 period. The variables reviewed are: Return on Assets, Debt Equity, Net asset Per Share, 

Director Ownership, Company Size, Risk Management Committee and Board Size as variables. 

 

Table 2. Descriptive statistics 

 ROA NPS DER DOWN FSIZE RBC BSIZE 

Mean 0.480259 3.006691 3.713465 2.674872 7.513977 0.896552 11.58148 

Median 0.028635 0.835300 1.276800 2.097150 7.245600 1.000000 11.00000 

Maximum 16.28340 477.8175 191.2000 9.736200 10.03910 1.000000 26.00000 

Minimum -0.061700 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000 

Std. Dev. 1.877441 29.09591 12.01513 2.054890 1.215982 0.305129 3.911525 

Skewness 5.408523 16.18856 14.25978 0.971906 -1.892171 -2.604237 0.399051 

Kurtosis 36.46161 264.6184 222.1783 3.820681 15.68871 7.782051 4.324578 

        

Jarque-Bera 13912.74 781790.1 547555.2 49.71312 1965.096 543.7089 26.90408 

Probability 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000 0.000001 

        

Sum 129.6700 811.8066 998.9220 716.8657 2021.260 234.0000 3127.000 

Sum Sq. Dev. 948.1667 227727.9 38689.38 1127.427 396.2683 24.20690 4115.707 

        

Observations 270 270 269 268 269 261 270 

Source: Author's computation using E-VIEWS 

 

Table 2 shows a detailed summary of the descriptive statistics of all variables. A careful examination of the result 

shows that the mean value of the firms' return on assets is 48%, which indicates that the firms have a good 

profitability performance. The mean value of the net asset per share is 300%, and the mean value of the debt to 

equity ratio is 371%. The mean values of the director’s ownership, firm size, risk board committee and board size are 

267%, 751%, 90% and 1158% respectively. This indicates that the firms' size is very large and so there is a high 

amount of the director’s ownership and the risk board committee. 

The result also shows the maximum values of the dependent variables ROA, DER, and NPS, which are very high 

due to the large size of the firms but the minimum values are too low compared with the maximum values. This is 

same with the independent variables; DOWN, FSIZE, RBC, and BSIZE which have very high maximum values but 

the minimum values are too low. 

 

Table 3. Correlation Analysis 

 ROA NPS DER DOWN FSIZE RBC BSIZE 

ROA  1.000000       

NPS -0.021395  1.000000      

DER  0.038917 -0.012532  1.000000     

DOWN -0.014749  0.015096  0.049828  1.000000    

FSIZE  0.045746  0.020694  0.089000  0.238454  1.000000   
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RBC  0.081265  0.024880  0.088457  0.308489  0.325689  1.000000  

BSIZE  0.025939  0.084750  0.033172  0.053135  0.025973  0.067802  1.000000 

Source: Author's computation using E-VIEWS 

 

Table 3 shows that there is a negative link between ROA and DOWN which implies that for every unit change in 

ROA, there will be a 1.5% decrease in the director’s ownership of the firms although there is also a good relationship 

in the table between ROA and FSIZE, RBC and BSIZE, which implies that for every unit change in ROA there will 

be a 4.6%, 8.1% and 2.6% increase in the firms’ size, risk board committee and board size respectively. 

The second dependent variable, NPS, shows a positive relationship with DOWN, FSIZE, RBC and BSIZE, and this 

indicates a change of unit in NPS will result in 1.5%. 2.1%, 2.5% and 8.5% increase in the director’s ownership, firm 

size, and risk board committee and board size respectively. The third dependent variable DER is also positively 

correlated with the independent variables DOWN, FSIZE, RBC and BSIZE. For every unit change in DER, there 

will be a 5%, 9%, 8.8% and 3.3% increase in the director’s ownership, firm size, risk board committee and board 

size respectively.  

The results indicate that director’s ownership has a negative impact on the profitability execution of the firms while 

the firm size, risk board committee and board size have a positive effect on the Profitability performance of 

corporations and general financial performance. The correlation matrix is also used to detect multicollinearity 

between the variables. Multicollinearity exists when the coefficient of pair correlation between regressions is more 

than 0.8. Therefore, since the correlation table above does not have such traits, then it can be concluded that there is 

an absence of multicollinearity. 

4.1 Hausman Test 

In this section, the hausman test was used to determine whether the fixed or random effect model is appropriate for 

each model specification. Thereafter, a regression analysis was presented to show the coefficient of correlation, the 

coefficient of determination and the probability value of each variable. 

The rule for the Hausman test states that if the p-value is statistically significant (p<0.05), the fixed effect estimator 

should be applied and if the p-value is not statistically significant (p>0.05), the random effect estimator should be 

applied. Table 4 presents the Hausman test for all the three dependent variables. 

 

Table 4. Hausman test 

Dependent 

Variables 

Chi-Sq. Statistic Prob. Values Decision 

ROA 1.208651 0.8767 Random effect 

DER 1.334260 0.8555 Random effect 

NPS 16.497422 0.0024* Fixed effect 

* means that variable is statistically significant at 5% probability value. 

Source: Author's computation using E-VIEWS 

 

The probability value for ROA is 0.8767, which is greater than 5% level of significance. Therefore, the random 

effect regression analysis model will be estimated in Table 5. For DER, the probability value is 0.8555, which is 

higher than 5% level of significance. The random effect regression analysis model will also be estimated in Table 6. 

However, for NPS, the probability value is 0.0024, which is lower than 5% level of significance. Hence, the fixed 

effect regression analysis model will be presented in Table 7. 
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Table 5. Random effect regression analysis 

Source: Author's computation using E-VIEWS 

 

Table 5 shows the panel regression of the dependent variable (ROA) and the independent variables (RBC, FSIZE, 

DOWN and BSIZE). The probability value of the F-statistics, which is 0.0000 is highly statistically significant at 5% 

level which explains that the model is significant. The relationship between risk board committee (RBC) and the 

firms' profitability is positive and significant with a correlation coefficient of 0.240774 and probability value of 

0.0334. This means that a unit increase in risk board committee will bring about a 24% increase in the sampled 

manufacturing listed firms' profitability ratio. 

 

Table 6. Random Effect Regression Analysis 

Dependent Variable: DER 

Sample: 2010 2018 

Periods included: 9 

Cross-sections included: 29 

Total panel (unbalanced) observations: 257 

Variable Coefficient Std. Error t-Statistic Prob. 

C 3.358992 7.313319 0.459298 0.6465 

RBC 0.112472 4.032213 0.027893 0.0178 

FSIZE -0.083978 0.936531 -0.089669 0.0286 

DOWN 0.073880 0.522293 0.141454 0.0276 

BSIZE 0.069971 0.468472 0.149359 0.8814 

R-squared 0.225183     Mean dependent var 3.851340 

Dependent Variable: ROA 

Sample: 2010 2018 

Periods included: 9 

Cross-sections included: 29 

Total panel (unbalanced) observations: 258 

Variable Coefficient Std. Error t-Statistic Prob. 

C 1.145910 0.914103 1.253589 0.2113 

RBC 0.240774 0.504204 0.477532 0.0334 

FSIZE -0.020652 0.117117 -0.176340 0.0002 

DOWN -0.083741 0.065205 -1.284275 0.0004 

BSIZE -0.040895 0.058581 -0.698095 0.4858 

R-squared 0.503798 Mean dependent var 0.497576 

Adjusted R-squared 0.433227 S.D. dependent var 1.918866 

S.E. of regression 1.444605 Akaike info criterion 3.692504 

Sum squared resid 469.5487 Schwarz criterion 4.146952 

Log-likelihood -443.3330 Hannan-Quinn criter. 3.875239 

F-statistic 7.138888 Durbin-Watson stat 1.988488 

Prob(F-statistic) 0.000000   
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Adjusted R-squared 0.114495     S.D. dependent var 12.27586 

S.E. of regression 11.55174     Akaike info criterion 7.850929 

Sum squared resid 29891.19     Schwarz criterion 8.306647 

Log-likelihood -975.8444     Hannan-Quinn criter. 8.034197 

F-statistic 2.034392 Durbin-Watson stat 2.283102 

Prob(F-statistic) 0.001555   

Source: Author's computation using E-VIEWS 

 

Table 6 shows the panel regression of the dependent variable (DER) and the independent variables (RBC, FSIZE, 

DOWN and BSIZE). The probability value of the F-statistics, which is 0.001555 is statistically significant at 5% 

level, which explains that the model is significant. 

The relationship between the firm size (FSIZE) and the firms' liquidity ratio is negative and statistically significant 

with a correlation coefficient of -0.083978 and probability value of 0.0286. This means that a unit rise in firm size 

will lead to an 8.4% decrease in the firms' liquidity ratio. The relationship between RBC and DOWN and the firms' 

liquidity ratio are positive and statistically significant with correlation coefficients 0.112472, 0.073880 and 

probability values 0.0178, 0.0276, respectively. This means that each unit rises in RBC and DOWN, there will be 

11.2% and 7.4% increase in the sampled firms' liquidity ratio.  

The relationship between the board size (BSIZE) and DER specifies a positive but insignificant connection between 

the board size and the liquidity ratio of the firms with a correlation coefficient 0.069971 of and probability value of 

0.8814, which implies that a unit rise in BSIZE will lead to 7% increase in the liquidity ratio of the sampled firms. 

 

Table 7. Fixed effect regression analysis 

Dependent Variable: NPS 

Sample: 2010 2018 

Periods included: 9 

Cross-sections included: 29 

Total panel (unbalanced) observations: 258  

Variable Coefficient Std. Error t-Statistic Prob. 

RBC 3.994207 10.29406 0.388011 0.0084 

FSIZE 4.412003 2.391118 1.845163 0.0663 

DOWN 0.493946 1.331246 0.371040 0.0110 

BSIZE -3.407799 1.196007 -2.849313 0.0048 

C 4.984670 18.66274 0.267092 0.0096 

R-squared 0.140285 Mean dependent var 3.110969 

Adjusted R-squared 0.018014 S.D. dependent var 29.76299 

S.E. of regression 29.49369 Akaike info criterion 9.725185 

Sum squared resid 195722.6 Schwarz criterion 10.17963 

Log-likelihood -1221.549 Hannan-Quinn criter. 9.907921 

F-statistic 1.147329 Durbin-Watson stat 1.307742 

Prob(F-statistic) 0.278027   

Source: Author's computation using E-VIEWS 
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Table 7 shows the panel regression of the dependent variable (NPS) and the independent variables (RBC, FSIZE, 

DOWN and BSIZE). The probability value of the F-statistics, which is 0.278027is not statistically significant, which 

explains that the model is not significant. 

The firms' board size (BSIZE) shows a negative but significant effect on the market ratio (proxy to debt-equity ratio) 

with a correlation coefficient of -3.407799 and probability value of 0.0048. This means that a unit rise in board size 

will bring about a 3.4% decrease in the firms' market ratio. The firm size (FSIZE) has a positive but insignificant 

effect on the firms' market ratio with correlation coefficient 4.412003 of and probability value of 0.0663. This 

implies that a unit rise in the firm size will bring about a 441% increase in the market ratio. 

The risk board committee (RBC) and director’s ownership (DOWN) indicate a positive and significant effect on the 

market ratio with correlation coefficients of 3.994207, 0.493946 and probability values 0.0084, 0.0110 respectively. 

This implies that a unit increase in RBC and DOWN will lead to 400% and 49% increase in the firms' market ratio. 

4.2 Hypothesis Testing 

Hypothesis one states that there is no significant relationship between enterprise risk management and profitability 

ratio of listed manufacturing firms in Nigeria. Table 5, under the the risk board committee (RBC), the coefficient of 

correlation is 0.24, and the probability is 0.03, which is lower than the 0.05 level of significance. Therefore, we will 

reject the null hypothesis and accept alternate. This implies a significant relationship between enterprise risk 

management and the profitability ratio of listed manufacturing firms in Nigeria. 

Hypothesis two states that there is no significant relationship between enterprise risk management and liquidity ratio 

of listed financial services firms in Nigeria. Table 6, under the risk board committee (RBC), correlates with a 

correlation coefficient of 0.11, and the probability is 0.01, which is lower than the 0.05 level of significance. 

Therefore, we will reject the null hypothesis and accept alternate. This implies a significant relationship between 

enterprise risk management and the liquidity ratio of listed manufacturing firms in Nigeria. 

Hypothesis three states that enterprise risk management has no significant influence on the market-based ratio of 

listed manufacturing firms in Nigeria. Table 7, the risk board committee (RBC), the coefficient of correlation is 3.99, 

and the probability is 0.008, which is lower than the 0.05 level of significance. Therefore, we will reject the null 

hypothesis and accept alternate. This implies that enterprise risk management has a significant influence on the 

market-based ratio of listed manufacturing firms in Nigeria. This is in line with the work of the findings (Olalere & 

Omar, 2016; Olusegun, 2019). 

5. Conclusion and Recommendations 

This research work helped determine whether there is an important connection between the management of 

enterprise risk and the financial performance of the listed manufacturing firms in Nigeria. This study concluded that 

enterprise risk management has a significant impact on listed manufacturing firms' financial performance in Nigeria. 

This study adds to the limited empirical evidence in the area of corporate risk and financial performance 

management. To illustrate board features and their impact on results, the analysis provided a complementary 

theoretical approach to agency theory, stakeholder theory and enterprise risk management theory. 

The study recommends the following: organizations should look into the market-based area of the economy and not 

just making decisions based on the information written down which might go obsolete over time and they might end 

up making decisions on things are not relevant currently so they should also consider the market based whereby the 

opinion of people or choice of the people which are also the consumers could be considered in terms of making a 

decision. Also, the activities of the risk board committee should be monitored from time to time to ensure that the 

decisions of the risk board and the activities of it members of aligns with the vision of the company, as well as that 

these decisions and activities help to improve the financial results of the company. Furthermore, the board of 

directors should attempt to carry out a frequent and proper check on the organization or company's risk to ensure that 

the pit is adequately handled and on the different variables as it has a substantial positive or negative effect on their 

financial results. 

5.1 Suggestions for Further Studies 

In this study, enterprise risk management was limited to only four variables that were used to test for performance. 

Other characteristics that can be used to test for firms' performance, such as internal audit, credit risk, leverage, and 

firm’s value, can be considered for further research on board characteristics and enterprise risk management. The 

measure of financial performance was also limited to three variables (return on asset, debt-equity, and net assets per 
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share). However, more variables such as return on capital employed and return on asset can be used to measure 

performance. Further studies can consider using Tobin Q as a measure of market-based performance approach.  

For the generality of findings, the sample size of the study can also be increased. Other industry sectors were not 

included in this study, because it looked to focus only on manufacturing firms listed on the Nigerian Stock Exchange. 

However, other sectors such as conglomerate, agro-allied, financial services and other sectors available on the 

Nigerian Stock Exchange can be employed for further studies. 
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