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ABSTRACT 

Enterprise risk management (ERM) takes a broad perspective on identifying 

the risks that could cause an organisation to fail to meet its objectives and 

strategies.  

 

Although there are several procedures for recognising risks, the contribution 

by this thesis is to lay emphasis on the application of Enterprise Risk 

Management in the context of smaller companies, particularly those that are 

Insurance-based and operate in the GCC. This study aims to evaluate ERM 

practices of Islamic insurance companies in Saudi Arabia, the United Arab 

Emirates, and Qatar. Research on planning for risk and the importance of 

having the knowledge and expertise to work with it to provide a meaningful 

gap analysis and improve the risk assessment process is obtained from 

secondary data.  

 

 

Also, assessed is the accuracy of the concept that ERM-adopting firms are 

better able to recognise the benefits of inherent risk and prioritise away from 

the risks that contribute most to the total risk of the business and work 

towards those that optimise the evaluation and selection of instruments. This 

evaluates the question, through data obtained from secondary research, of 

planning for risk, and also to have knowledge and expertise to work with it to 

provide a meaningful gap analysis, improve the risk assessment process, and 

suggest risk mitigation strategies.  

 



 vii 

Some practical ERM implementation considerations are reviewed 

qualitatively and quantitatively by building a case for ERM and the return on 

investment (ROI) of ERM, respectively. Our findings are consistent with this 

theory proposed by Crouhy (2001) which explains that a negative VaR would 

imply the portfolio has a high probability of making a profit.  

 

Recommendations on risk mitigation strategies, which ultimately target 

improved efficiency in enterprises, are proposed. Some include risk ranking, 

validation of risk impact, and benchmarking. Any organisation—large or 

small; public or private — that has a stakeholder with expectations for a 

favourable outcome in business can benefit from the tools and techniques 

contributed in this thesis.  

 

Keywords: Enterprise Risk Management, ERM, VaR, risk 

identification, risk mitigation strategies, improved efficiency, Saudi 

Arabia, UAE, Qatar
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Chapter One- Introduction 
 

1.1 Background Literature: 

1.1.1 What is ERM? 

 
Enterprise Risk Management (ERM) is a tactical business control that 

supports the achievement of an organisation’s goals by addressing the entire 

spectrum of its risks and managing the combined influence of those risks as 

a connected risk portfolio. According to Committee of Sponsoring 

Organizations (COSO, 2004), enterprise risk management could best be 

defined by ‘a process, effected by an entity’s board of directors, management 

and other personnel, applied in strategy setting across the enterprise, 

designed to identify potential events that may affect the entity, and manage 

risk to be within its risk appetite, to provide reasonable assurance regarding 

the achievement of entity objectives’ (p. 2).  

 

1.1.2 The Need of ERM: 

 
ERM represents a notable evolution beyond previous approaches to risk 

management in that it evaluates the risk portfolio in connection to all 

significant internal and external environments, circumstances, 

stakeholders, and systems. It also encompasses all areas of organisational 

exposure to risk such as operational, financial, reporting, strategic, 

compliance, and reputational. A structured manner for the management of 

all risks, primarily quantitative or qualitative in nature, is provided by 

carefully prioritising and managing those exposures as an interrelated risk 

portfolio. 
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According to Risk and Insurance Management Society (RIMS, 2016), ERM 

recognises individual risks across the organisation to be connected. ERM 

also proposes the idea that effective management of risk is a competitive 

advantage and enterprises should seek to firmly set risk management as a 

component in all crucial decisions. 

 

1.2 Problem Statement 

 
Because majority of studies focus mainly on risk administration, ERM is 

constrained regarding observational analyses. By understanding the way 

uncertainties are taken into consideration by enterprises, the significance of 

this study is to guide businesses on how to strike a balance between the 

benefits of adopting a measure to avoid or control risks, and having 

knowledge and expertise to work with it to improve the risk evaluation 

process, render a meaningful gap analysis, and suggest risk mitigation 

strategies that can ultimately improve efficiency.   

 

Secondary research was undertaken to discuss types of risks, and how to 

manage them when planning for risk management. Key components of the 

framework take place in the context of risk and business strategic policies. 

Effective communication of the strategy and structure is crucial to success. 

Established organisations in the United Arab Emirates, the Kingdom of 

Saudi Arabia and Qatar are used as examples of risk management structure 

by using their approaches as a basis for research. The question of 

implementing ERM techniques in insurance-based enterprises to help to 

better plan for and prevent risk is evaluated.  
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While the study provides a broad overview of the reasons behind enterprise 

risk management advancement in corporations, it leaves much room for 

additional studies to be done on how enterprise risk management enhances 

and protects shareholder value (Gordon, 2009) or what challenges 

companies face in enterprise risk management deployment (Beasley, 2005).  

 

It has become evident from attempts to implement enterprise risk 

management that a better and complete understanding of the distribution 

of firm value is required. In The presence of a Companies Registration Office 

(CRO) was an important factor in the extent of enterprise risk management 

deployment, mainly because the presence of a “risk champion” in 

management would influence a corporation to take additional measure to 

implement enterprise risk management COSO (2004). 

 

1.3 Purpose Statement 

 
Enterprise Risk Management has made a significant impact on insurance 

companies due to its nature of analysing the correlated analysis of various 

risks instead of examining each risk separately. Managers are encouraged 

to use an integrated approach to risk management, and stress is placed on 

elevating risk management to a senior management team. Active 

participation of senior management in risk identification and assessment is 

also encouraged.  
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1.4 Research Objectives: 

 
This thesis demonstrates that observational works on ERM are still 

constrained and the effects of implementing ERM is an area that could 

potentially be built on and could benefit from more research. The primary 

objective of this study is to evaluate ERM practices of Islamic insurance 

companies in Saudi Arabia, the UAE, and Qatar. Research on planning for 

risk and the importance of having the knowledge and expertise to work with 

it to provide a meaningful gap analysis and improve the risk assessment 

process is obtained from secondary data.  

 

Identifying and managing risk by transfer through insurance has been 

regular management pursuit. What has changed, however, is analysing the 

broad diversity of risks in a holistic mode, and advancing risk management 

to a senior management responsibility (CAS, 2003). Organisations have 

recognised the significance of managing all risks and their interactions. One 

of the fundamental aims of Enterprise Risk Management is to positively 

address the request of shareholders for stable and predictable earnings. 

 

Enterprise Risk Management (ERM) emphasises a comprehensive view of 

risk and risk management meaning that different risks within an 

organisation should not be administered individually. Enterprise Risk 

Management seeks to address all events that impact the performance of an 

establishment rather than focusing solely on hazard or financial forms of 

risk (D’Arcy, 1999).  
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Corporations that recognise their risks better than their competitors are in 

a very sound position to leverage risk to a competitive benefit. Extensive 

knowledge of risks delivers the ability to deal with the risk that intimidates 

opponents, to predict adversity better them, and to manage risk at the 

economic costs (Davenport and Bradley, 2001). 

 

1.5 Research Question 

 
The main research question addressed by this study is how Enterprise Risk 

Management (ERM) implementation affects planning for and prevention of 

risk? What are the types of risks faced by insurance-based businesses in the 

Gulf? Is VaR analysis an efficient procedure to limit or control enterprise risk 

amongst other recommended risk mitigation strategies? 

 

1.6 Significance of Study 

 
This thesis will help organisations better comprehend the assessment of 

accuracy of the concept that ERM-adopting firms are better able to recognise 

the benefits of inherent risk and prioritise away from the risks that contribute 

most to the total risk of the business and work towards those that optimise 

the evaluation and selection of instruments. Also significant is the guide 

offered to businesses on how to strike a balance between the benefits of 

adopting a measure to avoid or control risks. 

 

1.7 Data and Methodology 

 

A theoretical framework is used to analyse the ERM concepts on the ERM 
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process in the few selected Gulf-based organisations. Because the 

companies offer insurance services, there is a constant need for increased 

governance and risk control. Improvement of the ERM process in the 

organisations is suggested by involving senior management teams in their 

risk assessment process through questionnaires. Several other risk 

mitigation strategies are compared with competent literature, and the most 

efficient ones are proposed subsequently. 

 

Methodology and theory triangulation will be used to have more valid and 

reliable data. Mixed methods are tentatively planned to be used, to gain the 

best of both qualitative and quantitative secondary data. Potential 

challenges include the fact that there is not much research material 

available to work with; secondary-based research is also limiting due to 

research tools, and first-hand data cannot be created/collected. Though 

correlations between separate types of risks are essential in measuring firm-

wide risk, current research provides little help in how to estimate these 

similarities. Although the fundamental principles that underlie the theory of 

enterprise risk management are well established, it should be made evident 

that additional research is needed to help with the implementation of 

enterprise risk management. The focus will be on academic journals, 

specialist textbooks, and the Bloomberg database as these are likely to 

provide substantial, evidence-based data. 

 

The qualitative considerations employed in evaluating an institution's 

practices focus on five key areas: risk governance, operational risk, 
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credit risk, market risk, and funding and liquidity. The following 

discusses each component in detail. 

 

1.7.1 Risk governance 

 
This element measures an enterprise’s risk culture, risk strategy, risk 

appetite, and risk awareness level. The degree of how well the enterprise 

establishes, articulates, and remains consistent with its risk appetite is 

assessed. The reputation of the risk management function and the active 

involvement of the management is evaluated. The effectiveness of internal 

and external risk issue reporting is also considered.  

 

1.7.2 Operational risk 

 
This element looks at the level of operational risk management practices 

employed, made aware of, and used within the institution, particularly 

during its decision-making process. An effective framework is required to 

apprehend loss of data and operational risk exposures. Operational risk 

analysis proactively influences the decision-making process and the 

enterprise’s controls. Sufficient resources are required to be available to 

tackle operational risk problems, such as evaluation of illiquid products and 

approval of new products. 

 

1.7.3 Credit risk 

 
This component evaluates an enterprise’s underwriting practices to 

acknowledge that it is indeed linked to its credit risk appetite. The 

robustness of the monitoring and managing of credit portfolio techniques 
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are also assessed. The enterprise is required to acknowledge the fact that its 

underwriting criteria is, in fact, consistent with its risk appetite, and that it 

appropriately monitors its credit portfolio on a timely basis. This includes 

implementation and use of proper risk mitigation tools and an adequate 

portfolio management system. The presence of credit risk management in 

the decision making process is also assessed. 

 

1.7.4 Market risk 

 

This attributes to the assessment of the quality of the risk management 

procedures. An enterprise needs to be able to manage its tolerance for 

structural and operational interest rate risk. The powerfulness of an 

enterprise’s asset to liability ratio and its management framework is 

weighed. The presence of regular stress tests that include hypothetical 

and historical scenarios and are regularly conducted to implement 

vigorous control, are validated. 

 

1.7.5 Funding and liquidity 

 

This element evaluates an enterprise’s integrity of the risk management 

procedures that address liquidity and funding risk. The existence of a 

well-established funding policy is optimal. Suitable contingency plans 

and adequate liquidity capacity for emergencies is highly stressed upon.  

 

1.8 Outline of the Study: 

 

The plan of this study is divided into five main chapters. Chapter one serves 
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as an Introduction to this topic. Under this section eight key features of the 

study are addressed: background literature, problem statement, purpose 

statement, significance of study, research question, research objectives, data 

and methodology, and the outline of this study.  

 

Chapter two, titled Literature review, has nine primary sections: introduction, 

types of risks, the concept of ERM, the importance of ERM, how business 

plans reduce risk, what is value of risk, how VaR model helps my study, 

difference between ERM and traditional risk management, and conclusion. 

Under the section ‘Types of Risks’, four types of risks are attended to: 

financial, hazard, operational, and strategic risk.  

 

Methodology forms chapter three and has two sub-sections. The first 

providing detailed data on the case study with six Islamic base insurance 

companies from the GCC: two from Qatar - Qatar Islamic Insurance 

Company, and Al Khaleej Takaful Group; two from the United Arab of 

Emirates - SALAMA Islamic Arab Insurance Company, and AMAN Dubai 

Islamic Insurance and Reinsurance Company; two from the Kingdom of 

Saudi Arabia - Al SAGR Cooperative Insurance Company, and Gulf Union 

Cooperative Insurance Company. The second section is hypothesis. 

   

Chapter four which is result analysis has four main sectors DEA value at 

risk, most important factors in calculating VaR, VaR (Historical) and current 

analysis of investment return of Qatar, UAE, and KSA, as well as the average 

return on the investment in this study. 
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Conclusion is the last chapter consumes three focal points Results of 

research undertaken, potential obstacles, and recommendations for future 

study. 



 

Chapter Two- Literature Review 

 

2.1 Introduction 

 
Risks are indispensable in business. Without them, there would be no 

motivation to conduct business, but an essential principle is that 

organisations should accept those risks that they are competent to 

deal with, and ‘outsource’ other risks to those that are more qualified 

to deal with them such as insurance companies. 

 

2.2 Types of Risks 

 
Types of risks faced by a business can be distributed under four core 

categories: financial risks, strategic risks, hazard risks, and 

operational risks (Dafikpaku, 2011). In respect to insurance-based 

companies, the following lists examples of risks that a company can 

face within each of the four fundamental categories. 

 

2.2.1 Financial Risks 

 
These include economic recession, liquidity or cash, credit default, 

transaction processing error, currency inconvertibility or exchange 

rate fluctuations, adverse changes in industry regulations, inadequate 

or incompetent revenue management, and healthcare and pension 

costs. 
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2.2.2 Hazard Risks 

 
These typically address natural damage such as severe hot or cold 

weather, blizzards, tornadoes, hurricanes, pollution, fire, 

earthquakes, tsunamis, volcano eruptions, torrential rains and floods, 

thunderstorms, lightning, and wildfires. Some other include 

disease/epidemic, property damage, building collapse, animal or 

insect infestation, explosion, director and other official liability, and 

third party liability.  

 

2.2.3 Operational Risks 

 
 Operational risks involve health and safety violations, HR risks such 

as Personnel/skills shortage, service interruption, failure of utilities, 

operator error, human error, loss of major equipment, restriction of 

access, harassment and discrimination, network failure, and theft or 

workplace violence. 

 
2.2.4 Strategic Risks 

 
These typically vary from business to business due to an 

organisation's culture and structure. Some risks that are relevant to 

an insurance-based business are negative media coverage, offensive 

advertising, budget overruns, customer demand seasonality, and 

variability, perceived quality, product/service development process, 

ethics violations, market share battles, attacks on brand loyalty, new 
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competitors, product/service launch, customer relations, employee 

relations, labour disagreements and contract frustrations, and foreign 

market protectionism. 

 
2.3 The Concept of Enterprise Risk Management 

 
The concept of Enterprise Risk Management (ERM) is a systematic, 

integrated approach to managing all risks facing an organisation 

(Kleffner et al. 2003). It focuses on board supervision, of the insurance 

market, during the age of sailing ships aiming to classify, evaluate, 

and manage all critical corporate risks in an integrated framework. 

There are times when a business is met with traumatic events that 

manifest unforeseen risks, but tolerance of risk has always been with 

companies. 

 

2.4 The Importance of Enterprise Risk Management  

 
Enterprise risk management has always been important (Olson and 

Wu, 2008) at the core of the insurance market, during the age of 

sailing ships, if not earlier. It has become a critically important topic 

in the last decade; expanding the scope of risk management beyond 

insurance and finance to incorporate accounting risk, supply chain 

risk, information system risk and disaster management risk. All of 

which can threaten an organisation and its operation. 

 

Enterprise risk management, as discussed, is a systematic and 

integrated approach to the administration of the total risks that a 
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company could face. Gates (2006) narrows it down to two main 

reasons. First, some high-profile businesses can suffer significant 

losses. Second, during the strategic planning for the company, the 

shareholder has great value where risk has always played a central 

role. 

 

Insurance risks and financial risks have been integrated under the 

concept of enterprise risk management as a formal part of the 

decision-making processes within companies. 

 

2.5 How Business Plans Reduce Risk 

 
Businesses plan for and aim to reduce corporate risk management by 

assessing their level of difficulty, the amount of data required and the 

risk drivers. Qualitative (Altman, 2005) and quantitative, or a 

combination of both (Nocco, 2006), approaches can be implemented 

in accessing risks. Qualitative assessment of risk requires less data 

and is easier to access as compared to a quantitative evaluation of 

risk.  

 

Identification and ranking of risk, impact and likelihood of risk maps, 

and identification of risk correlations are some popular ways 

organisations prefer to obtain their risk management data 

qualitatively.  

 

This thesis focuses on the quantitative element of risk assessment in 
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ERM. Tools available to access risk that enable better informed 

managerial decision-making are also addressed. A handful of these 

means include balanced scorecards, multiple criteria analysis, 

simulation, data envelopment analysis, and financial risk models such 

as return on investment (ROI) and value at risk (VaR) analysis. 

 

The effectiveness of using a blend of qualitative and quantitative 

approaches is yet to be addressed and proven beneficial. Assessments 

using Gain/Loss charts, tornado charts, benchmarking, and net 

present value (NPV) are recommended for future study. 

 

2.6 What is Value at Risk  

 
Value at Risk (VaR) is a useful theoretical tool for Enterprise Risk 

Management at a portfolio level (Duffie and Pan, 1997; Jorion, 2007).  

 

2.7 How the Value at Risk Model Helps my Study 

  
However, for this study, a value-at-risk model will be used to assess 

the potential hazard by determining the decline in the value of a 

portfolio over a given period due to changes in rates or market value. 

For example, if both, the time and probability were 1%, Hendricks 

(1996) suggests that its VaR would be an approximation of the 

regression in the value of the portfolio that could arise with a 1% 

probability over the following trading day.  
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It has been found by Neftci (2000) that losses greater than the VaR 

value measure will be only 1% likely to occur, provided that the VaR 

measure is accurate. 

 

2.8 Difference Between Islamic ERM and Traditional Risk 
Management 

 
Enterprise Risk Management (ERM) emphasises a comprehensive view of 

risk and risk management, meaning that different risks within an 

organisation should not be administered individually. Enterprise Risk 

Management seeks to address all events that impact the performance of an 

establishment rather than following the traditionally method of focusing 

solely on hazard or financial forms of risk (D’Arcy, 1999).  

 

All banks must comply with certain fundamental rules and report to the 

appropriate body. One of the most significant difference is that conventional 

banks charge interest and fees for services, whereas Islamic banks offer profit 

and loss sharing, trading, leasing, fee charges for services, and using other 

sharia-compliant contracts of exchange. 

 

Charging interest on products and services is the fundamental difference 

between the two types of banks. Money has value, according to Jamaldeen 

(2012), both banks acknowledge its worth but Islamic banks cannot allow 

interest returns on idle investments simply because time is progressing. It is 

also forbidden to deal in gambling, interest-based transactions, and other 

unethical investments under the Islamic banks. 
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On your deposit of money, all banks have a responsibility to pay back your 

investment in due time. However, under the conventional banking system, it 

is paid back per the bank-client agreement of with or without interest. 

Investments are also based on guaranteed principal and the proceedings from 

that investment is traditionally, a fixed amount.  

 

The concept of investment is different in Islamic banking. When a customer 

deposits money, the principal and returns on that investment aren’t 

guaranteed. If an Islamic bank loses money due to unexpected business 

failure, the bank isn’t held liable for the loss and isn’t required to pay its 

customer. 

 

Shariah-compliant products and services are approved by the Shariah board 

are offered by Islamic banks. The Shariah board is made up of Islamic 

scholars who are qualified to approve rules and regulations.  

 

2.9  Conclusion 

 
As stated above, risks are indispensable in business. Some can be 

avoided but others a business should suffer in the process of growth. 

Some of the risks that a business is met with are of financial, 

hazardous, operational and strategic nature. 

 

Organisations retain their risk management data qualitatively and 

quantitatively, but a connection has to be made between the 
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effectiveness of using a blend of qualitative and quantitative 

approaches. 



 

Chapter Three- Methodology 
 

3.1     Case Study Data 

 
Methodology and theory triangulation is used to have more valid and 

reliable data (j and Lancaster, 2008). Mixed methods are tentatively 

planned to be used, in order to gain the best of both qualitative and 

quantitative secondary data (Saunders et al. 2009). 

 

Common themes that are present in most (relevant) data samples are 

determined and compared to those with any contrasting views that are 

found in order to get an in-depth look at the main findings and 

potential complications/benefits. 

 

A database of a number of journals is interpreted that concern the 

areas of primary interest for the Risk Management (RM) field. The 

following steps have been executed in detail:  

A selection of databases and identification of papers has been made to 

identify the collection of journals for review. A search of electronic 

journals has been conducted primarily in the Effat University library 

and Emerald databases. Data representing the financial situation of 

the enterprises have been obtained from Bloomberg. The research in 

electronic databases required the identification of keywords, such as 

enterprise risk management, SMEs and SMEs risk management. 
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Next, a selection of papers is made which led to the elimination of 

articles that are not strictly connected with ERM. Some of these 

discuss topics like strategic risk, supply risk and disaster risk as a 

minority.  

 

Then, classification of different established categories is made and 

analysed. The papers obtained from the research and selection of the 

literature are classified and adapted for the scope by considering 

perspectives, like secondary research, which is focused on analysing 

hypotheses or testing models.  

 

The following are the profiles of the enterprises that have been selected 

for this research. 

 

3.1.1 A Glance at Qatar Islamic Insurance Company (QIIC), 
Qatar. 

 
Qatar Islamic Insurance Company has been successfully offering the 

widest range of Islamic Sharia-compliant insurance products and 

services since its foundation in 1995. Their customers benefit from its 

Islamic setup and supportive way because they are presented with 

reduced premiums and annual cash or stock dividends. 

QIIC offers a full range of products and services for businesses and 

individuals. Sectors of activity include marine, aviation, banking, 

freight, construction, engineering, electronics, computer, energy and 

agricultural insurance. Insurance on business premises and other 
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commercial needs are covered whereas personal lines include Takaful 

(life), medical, general accidents, motor, property, and travel.  

Individuals, families and company employee groups can benefit from 

Balsam medical plans and Aman Takaful (life) insurance policies. QIIC 

is a pioneer in the Gulf region for offering life insurance that not only 

conforms to the Islamic Shari’ah but also includes a 'savings and 

investment' option.  

 

QIIC’s Sharia Supervisory Board, headed by Dr Ali Moehi El Din AL-

Qurradaghi, Professor & Head of Jurisprudence of Qatar University’s 

Faculty of Sharia, Law and Religious Studies, supervises the company’s 

operations. The Board monitors all their activities and provides its 

Sharia rulings when requested. 

 

Most of its broad range of products is accessible worldwide, which 

encourages QIIC to build on its success and maintain its position as a 

pioneer in Takaful insurance. Having earned a character for 

professionalism, QIIC is committed to the regular upgrading of its 

systems to maintain accurate and up-to-date records of its business 

operations. Its renowned innovative quality inspires them to introduce 

new products that are targeted to specific market divisions. It is 

essential to credit QIIC as the first insurance company in Qatar that 

offers online services such as self-service insurance machines (KIOSK), 

mobile phone application, and Appointment Services for Accident Claim 

registration. In case of queries and/or doubts, support to customers 
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and optimal advice is readily available through their highly trained and 

efficient staff. Below is a closer look at their Health and Motor Insurance 

Policy. 

 

 Health Insurance Policy 
 

 QIIC strives to provide quality medical care to all through its Balsam 

Medical Insurance scheme. Through this program, one is reminded 

that family and business should be our top priority and deserves to 

be protected from life’s perils. Business Protection plans include not 

only protection of premises but also employee protection.  

  

 The Balsam Medical Insurance Scheme offers four programs: 

 Balsam Inpatient 

  
 This is designed to cut down on the high cost of medical bills for 

inpatient treatment for those individuals who have little to no time for 

healthcare. 

  

 Balsam 

 Under this scheme, inpatient and outpatient treatment is offered to 

families, employees and tourists in the State of Qatar. Among several 

other services that can be made use of include laboratory costs, 

prescriptions, physiotherapy, diagnostics, and ambulance services. 
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 Balsam Silver  

 Benefits under the Balsam scheme are included here along with a 

150% daily cash benefit payment is made to the insured when 

inpatient treatment is followed through. 

 
 Balsam Gold 

 Services such as private accommodation for inpatient treatment, 

supervised specialist or consultant nursing at home, and a full refund 

of outpatient treatment costs are to name a few under this scheme. 

 
 Balsam Medical Insurance scheme also offers continuous coverage to 

its members up to the age of 65. A personalised membership card 

allows care to be given while on business or pleasure trips abroad and 

the liberty to choose a medical facility of one’s preference. A single 

medical plan for families and businesses facilitates prompt claim 

settlements, personalised medical care from customer service and 

value for money. 

 
Motor Insurance Policy 

Vehicles as transportation have successfully secured their place under 

the basic needs banner hence increasing the risk and number of road 

accidents. Part or complete loss of property and life is inevitable in the 

event of a road accident.  

QIIC aims to reduce, if not eliminate, sequential results of accidents 

by offering three types of covers – Motor Compulsory Insurance, Motor 
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Comprehensive Insurance (also known as Al Shamil), and Road 

Travelers Orange Card insurance. 

 

3.1.2     A Glance at Al Khaleej Takaful Group, Qatar 

 

Throughout its existence since 1978, Al Khaleej has successfully 

addressed to business objectives of clients with the help of innovative 

products and through its exceptional service. 

Al Khaleej Takaful has made commendable progress in serving the 

public as a national company and has managed to generate qualitative 

and quantitative returns for its shareholders. The country’s assets and 

infrastructure are well insured through them by His Highness Sheikh 

Tamim Bin Hamad Al-Thani, the Emir and His Highness Hamad Bin 

Khalifa Al-Thani, the Father Amir. Their leadership and the company’s 

commendable progress contributes to overall economic growth. 

  

Sheikh Abdulla Bin Mohamed Jabor Al Thani, the Chairman of the 

Board of Directors, offers strategic direction and effective leadership 

skills to help steer the company towards continued progress. A 

dedicated team of competent professionals, who have the expertise of 

handling all classes of insurance, is one of the strengths of Al Khaleej. 

As a personal touch of its service to its clients, prompt settlement of 

claims is promptly dealt with. 

 

Al Khaleej fully caters to needs of those seeking insurance for marine 

transit, liabilities and accidents, property and engineering. Individual 
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packages offer protection from medical expenses, life and personal 

accidents, and travel contingencies. Businesses can seek personalised 

package deals, which target specific market sectors’ needs. A notable 

example is the Oil and Gas sector, which has hired Al Khaleej to fully 

support its insurance needs on its energy projects and other operating 

risks. 

 

To satisfy the growing customer demand and to benefit its customers, 

a separate legal entity functions as a branch for Takaful Islamic 

Insurance. While aiming for stability and security, Al Khaleej has 

placed treaties with reputed international reinsurers to ensure 

maximum safety and protection to its policyholders. 

 

Health Insurance Policy 

Cost-efficient and reliable International Healthcare Insurance plans 

are available to individuals and groups. For individuals, four types of 

essential programs are offered. Major Medical is where hospitalisation, 

oncology, surgery and pregnancy complications are covered. 

Foundation includes Major Medical benefits long with prescriptions, 

and general practitioner and specialist consultations.  Lifestyle offered 

the advantages of the Foundation scheme as well as routine 

management of the chronic condition and extended home nursing 

facilities. Lifestyle Plus is inclusive of Lifestyle benefits in addition to 

regular childbirth/pregnancy, and major and routine restorative 

dental work.  
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Groups can also benefit from four types of plans – Core, Essential, 

Plus, and Elite. Of the several benefits that are available under each 

category, some are as follows: 

 

Core 

Patient treatment benefits such as full inpatient and day patient 

treatment, and capped outpatient care is available under this category.  

 

Elite 

This plan covers compassionate emergency travel, evacuation and 

travel expense, mortal remains, AIDS, and congenital anomalies to 

name a few. 

 

Essential 

This scheme helps address chronic conditions, increased outpatient 

care, and outpatient psychiatric treatment. 

 
Plus 

As the name suggests, services that are offered under other plans are 

increased here, such as, increased home nursing benefits, increased 

alternative treatment options, increased chronic condition benefit, and 

increased vaccinations. 

 
Motor Insurance Policy 

Comprehensive Motor Insurance under Al Khaleej Takaful Group 

ensures protection from physical harm and damage, and theft. Third-
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party liability, the expense of spare parts throughout the first year, 

and repairs charges are also covered. Around the clock roadside 

assistance in emergencies is available too. 

 

Another plan is called the Third Party Insurance Scheme. This 

promises to cater to individual needs and values personal 

requirements by covering insurance for third party risks and 

reasonable vehicle capacity passengers. 

 

Those who make regular road trips to other GCC countries are offered 

the Geographical Area Cover plan whereas the Motor Fleet Policy 

insures corporate customers for the fleet of vehicles they own. 

 

3.1.3     A Glance at AMAN- Dubai Islamic Insurance and 

Reinsurance Company, Dubai 

 

Dubai Islamic Insurance & Reinsurance Company (AMAN) was 

established in 2002. Some of AMAN’s founding members consist of key 

investors such as the Dubai Islamic Bank, and the Investment Office. 

Many shareholders are also a part of the company. AMAN’s primary 

goal is to provide a comprehensive network of Islamic Insurance 

Services that underpin the solidity protection of local communities. 

 

AMAN carries out its insurance and investment activities in line with 

Shariah law because it is a national Islamic organisation. It operates 
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under the supervision of the Fatwa and Shariah Supervisory Board 

that consists of professionals regarding Islamic/Shariah transactions. 

 

Health Insurance Policy 

AMAN gives excellent coverage of medical assistance at a reasonable 

cost. Plans can be modified to meet personal requirements of 

organisations. Good Medical Insurance at AMAN means admission to 

best hospitals, clinics and medical centres, clearly set out coverage, 

and swift claim settlements. AMAN Health Care Program offers the 

following plans: 

 

Al Shamel 

Senior management executives who seek the very best in healthcare 

protection find this program appealing. Comprehensive international 

cover, excluding the USA and Canada, is offered with an individual 

limit of up to AED 1,000,000 per policy year. 

 

Himaya 

Organisations seeking to cover international medical expenses for their 

senior and middle management executives find AMAN Healthcare’s 

Himaya plan economical but comprehensive. Like the other plans 

AMAN offers, this too is flexible and is easily modified to accommodate 

specific needs. 
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Mo’azara 

Competitive price and sufficient regional cover define the Mo’azara 

insurance plan. With coverage limit of AED 100,000 per policy year, 

per person is one of its primary components. 

 

Sanad 

With a maximum cost of AED 50,000 per policy year package offers 

nationwide, limited healthcare to its policyholders. Organisations with 

an expansive workforce find this most beneficial as the Sanad plan 

strives to provide comprehensive healthcare insurance at minimum 

costs. 

 

Wiqaya 

A comprehensive yet affordable AMAN Healthcare plan that provides 

companies with an international cover for their executives goes up to 

AED 500,000 per policy year. The program is flexible and other 

services, at an additional cost, may be added to it for customization.  

 

Motor Insurance Policy 

Drastic increase in vehicle use has lead to a high demand for motor 

insurance. Comprehensive packages for private and commercial 

vehicles are offered by AMAN at a reasonable cost. The liability of the 

driver and the vehicle to third parties is insured.  With the gradual 

dependency on online services, AMAN offers motor renewal with 

additional benefits and features online. Roadside assistance is 
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available in the event of an emergency. Injury to the driver and the 

passengers, extensive third party coverage for death or bodily injury, 

riots, civil commotions is also covered. Repair and maintenance costs 

for the first two years are minimal if not complimentary.  

 

3.1.4     A Glance at SALAMA-Islamic Arab Insurance Company, 

Dubai. 

 

SALAMA, the Islamic Arab Insurance Company, is known as the 

world’s largest Takaful and Re-Takaful Company.  It was founded in 

Dubai in 1979, and its primary service is to provide Takaful solutions 

around the world that are in line with Shari’ah teachings. 

It serves customers on a global scale, with direct operations present in 

six countries; UAE, Saudi Arabia, Algeria, Senegal, Egypt and Jordan. 

It possesses a paid-up capital of AED 1.21 billion. 

 

The company’s accessibility and comprehensive service portfolio 

ensure that customers are getting the best customer care possible. 

With easy access to high-quality Takaful solutions that are also 

affordable, it is the first choice for many consumers for all their Takaful 

needs.  

 

Health Insurance Policy 

Due to continued economic challenges in climate, offering healthcare 

benefits to employees is made more difficult these days. Innovative, 
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flexible benefit plans at Salama offer a broad range of quality 

individual and group Takaful health plans. A general outline of their 

health plans includes the following: 

 

•   Customizable and affordable Shari’ah-Compliant Healthcare plans to 

address specific needs of the customers. 

•    Flexible coverage limits. 

•    Around the clock access to guidance and assistance from Salama’s 

team of medical professionals. 

•  A comprehensive list of reputable hospitals to choose from for doctors, 

specialists, hospitals, diagnostic centres and pharmacies. 

•    You are not only assured of the best treatment by the best doctors, 

but your diagnosis and subsequent medical care are also rigorously 

monitored by a team of experts worldwide to spot mismanagement of 

treatment. 

•    Global emergency treatment. 

•   Regional and International Health Plans, as well as fully insured and 

self-assured options, are available to choose from. 

 

Motor Insurance Policy 

The SALAMA motor insurance policy insures the policyholder for loss 

or damage to the vehicle in case of an accident due to breakdown, 

malicious third party act, theft, fire, explosion, and while the 

warrantied vehicle is in transit by road, waterway, etc. 
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Third party liability covers accidents caused by the use of the vehicle 

that are within the limits outlined by the policy. Death or physical 

injuries, and damages to vehicle and property are also dealt with as 

per the Third Party Liability guidelines. 

 

3.1.5     A Glance at Al SAGR- Cooperative Insurance Company,     

Kingdom of Saudi Arabia. 

 
Al SAGR Cooperative was established in Saudi Arabia in 1983 as a 

branch office for a UAE insurance company. It then went on to register 

as a public cooperative insurance company in Saudi Arabia as a result 

of a Royal Decree. It is now a licensed public company that has a paid-

up capital of SR 250 million. 

 

Its goal is to become the leading insurance provider in Saudi Arabia 

and is well on its way to achieving that due to working on its sales 

strategies while maintaining a competitive environment in the market. 

It is open for all, whether that is one person or a large conglomerate 

organisation. 

 

Health Insurance Policy 

CCHI medical coverage allows Al SAGR Medical Insurance Plan to offer 

families and enterprises quality health care through their broad range 

of affordable health insurance schemes. Consultations, lab tests, 

prescription, hospitalisation, and surgery form the basic health 
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insurance plan. Al SAGR Medical Health Services offer wider 

customizable benefits that are reasonably affordable. Its partnership 

with Saudi NEXTCARE gives policyholders the liberty to be treated at 

quality hospitals, nationwide and internationally. 

 

Motor Insurance Policy 

Due to increased use of motor vehicles, Motor Insurance against Third 

Party Liability is made compulsory for acquiring one’s motor vehicle 

registration. 

 

Al SAGR National Insurance Company's Motor Insurance offers limited 

insurance wherein there’s damage to the insured vehicle. This amount 

is pre-determined and agreed upon before or at the time of insurance. 

Death or physical injury to a third party is settled for in full. 

 

3.1.6     A Glance at Gulf Union- Cooperative Insurance Company, 

Kingdom of Saudi Arabia 

 
Gulf Union Co-operative Insurance Co was founded in 1983 in Saudi 

Arabia. It is now recognized by SAMA and has a paid-up capital of SR 

220 million, making it one of the top national insurers in the country 

as well as possessing favorable business prospects. 
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Health Insurance Policy 

Gulf Union Co-Operative Co. offers a maximum annual benefit of SAR 

250,000. A typical scheme provides insurance for outpatient and 

inpatient, consultation, pregnancy, dental, dialysis, and optical fees 

and charges. Acute psychiatric cases and emergency treatment are 

also offered. 

 

Motor Insurance Policy 

Vehicles for personal, commercial and diplomatic use can be insured 

under Gulf Union Co-Operative Insurance Co. Damages are paid to 

third parties in case of death, physical injuries and damage to the 

vehicle under the basic Third Party Liability Insurance scheme. 

However, additional covers are available at an additional cost. 

Policyholders can choose to extend the geographical area and age of 

the driver. Also, available at an extra cost are personal accident 

benefits and vehicle maintenance costs. 

 

Gulf Union Co-Operative Insurance Co does not account for the 

mechanical and electrical breakdown, consequential loss, normal wear 

and tear, imposed fines, and penalties. 

 

3.2     Hypothesis 

The importance of how and why enterprises manage their risks has 

been stressed upon earlier in this study. In order to further discuss 

this, the findings of this study suggest that one of the most effective 
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procedures that help to limit or control risks in an enterprise is the 

implementation of the value at risk approach.  

 

Value at Risk (VaR) is a useful theoretical tool for Enterprise Risk 

Management at a portfolio level (Duffie and Pan, 1997; Jorion, 2007).  

Value at risk demonstrates the expected worst-case losses for 

investment at a given confidence level and time horizon. The equation 

presented is as follows: 

 

Prob{L≤VaR} = 1 – α   (where L is the risk exposure of the 

investment) 

 

Because an investor using value at risk would always look to minimise 

the expected worst-case losses, the equation is tweaked to look like 

this: 

Min{Ø} = min{VaR|Prob{L≤VaR} ≥ 1 – α    

 

A widely used measure of financial models is σ, which assesses 

volatility of asset returns. It represents the variation of asset returns 

during some time horizon in the VaR framework. 

 

If the firm uses value at risk, it will have three separate value at risk 

measures, one each for market risk, for credit risk, and for operational 

risk. This means that there is diversification across risk categories and 

that the firm-wide value at risk is thus less than the sum of the market 
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risk, credit risk, and operational risk value at risks. Since the 

probability of default for an A-rated company is only 0.08% over a one-

year period, to estimate its optimal amount of capital the firm must, 

therefore, estimate the loss in value that surpasses a probability of 

0.08%. The problem, however, is that few A-rated companies have any 

experience of losses that come anywhere near that level. But a more 

important reason for enterprises to look beyond a value at risk 

measure estimated at the probability level that corresponds to a 

default threshold is that as McShane (2011) suggests, enterprise risk 

management adds value by optimising the likelihood and expected 

costs of financial distress. Because of the abundance of data on 

downgrades as opposed to defaults for A-rated companies, the 

distribution of changes in firm value that corresponds to a decline can 

be estimated more precisely. 

 

Risk strategy is clearly built around business strategy. The other key 

components of the framework take place in the context of these 

policies; based on an established structure that embeds enterprise risk 

management into organisational culture (Pagach and Warr, 2010).  

Such include: 

  

1.  A risk portfolio, which considers risks in groups based on how they 

relate to each other.  
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2.  Risk optimisation, which is an ongoing process in which managers 

can positively affect corporate performance by choosing and applying a 

range of tactics.  

3.    Measuring and monitoring to enhance value, particularly, during 

an organisation’s basic level performance. This enables real-time 

monitoring. 

4.    A risk strategy that guides risk activities and helps implement ERM 

into a team’s culture. 

5.    A risk structure which realises risk strategy. 

 

It has also been confirmed that a series of external and internal factors 

can cause the outcomes of a company's activities to deter from those 

set as the corporate's objectives. Some external factors relate to those 

in the marketplace in which a company competes, such as new 

entrants into the market, changing consumer choices or new product 

developments. Enterprise risk is the extent to which the outcomes from 

the corporate strategy of a company may be different from those 

specified in its corporate objectives, or the extent to which they fail to 

meet these goals by using a “downside risk'' measure. The strategy 

selected to achieve these corporate aims represents a particular risk 

profile, which arises from the several factors that might impact on the 

activities, processes and resources chosen to implement the strategy. 

However, shareholder risk can only be discovered indirectly, since it 

depends on how the stock market values the presumed riskiness of the 

future corporate income flows from the company's ventures. When the 
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corporate objectives of a company are fully aligned with those of the 

shareholders' goal, enterprise risk will be almost like, if not the same, 

the risk observed in the stock market. 

 

To put our results into further perspective, if some potential 

competitors could present the firm’s products without being subjected 

to the same regulatory capital, these less controlled competitors could 

offer the products at a lower price, and the firm would risk losing 

business to them. A firm that practices enterprise risk management 

may, therefore, have an amount of capital that substantially exceeds 

its regulatory requirements because it maximises shareholder wealth 

by doing so. An exclusive focus on accounting capital is confused when 

accounting capital does not explicitly reflect the buffer stock of equity 

accessible to the firm. The company would be in a more difficult 

situation if its required regulatory capital surpassed the amount of 

capital it should handle to maximise shareholder wealth. Nationwide 

Insurance refers to this excess as “stranded capital.” To the extent that 

economic and regulatory assets are subjected to different drivers, the 

distinction between them can be arbitraged to some degree to minimise 

the level of stranded capital. The amount of equity capital required for 

the company to achieve its optimal rating may bear little relation to 

some capital regulators would require it to hold. In this case, the firm 

would have to factor in the cost of regulatory capital of its various 

activities and would want to spread its business portfolio in a way that 

requires less regulatory capital. Thus, in estimating the level of a 
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company’s buffer of capital, this suggests that the measure of its GAAP 

equity capital is only part of the story. In such cases, the firm’s book 

equity capital understates the buffer stock available to it that could be 

used to avoid default. For this reason, many firms now do separate 

evaluations of their liquidity and the amount of equity capital they 

require. While much consideration has been given to measures of tail 

risk like the value at risk, it has become apparent from trials to 

implement enterprise risk management that a complete understanding 

of the distribution of firm value is required.  

 

This comprehensive concept of enterprise risk management also gives 

a clearer position on how insurable risks or financial risks should be 

observed within the organisation. The magnitude of risk is the extent 

to which the actual results from the activities of an enterprise vary from 

a variance concept of risk, or fail to meet the downside risk concept of 

corporate objectives. Enterprise risk is included within the business 

strategy of a company that operates within the context of the uncertain 

environment. Where the company is a quoted one, the more closely 

associated are the corporate goals that are set by management to those 

of its shareholders' interests, the closer will enterprise risk be to the 

stock market's risk evaluation of the company. Insurable risks and 

financial risks are both subsets of enterprise risk. Hence, if there were 

no insurance markets and no derived markets, all the risks that an 

organisation faces would be enterprise risk since they arise as a 

consequence of the activities that it undertakes. 
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To positively benefit from the above techniques (Lam, 2000), effective 

communication of the strategy and structure is crucial. At the macro 

level, enterprise risk management produces value by enabling senior 

management to quantify and regulate the risk-return tradeoff that faces 

the entire firm. As it is argued below, a well-designed enterprise risk 

management system ensures that all material risks are “owned,” and 

risk-return trade-offs thoroughly evaluated, by operating managers and 

employees throughout the firm. By adopting this perspective, enterprise 

risk management helps the firm uphold access to the capital markets 

and other essential resources to implement its strategy and business 

plan. The recognition that there are no economical ways of transferring 

risks that are unique to a company’s business operations can serve to 

highlight the potential value of reducing the firm’s exposure to other, 

“non-core” risks.  

 

Once executives have decided that the firm has a comparative 

advantage in taking specific business risks, it should use risk 

management to aid the firm to make the most of this benefit. More 

generally, in making choices whether to retain or transfer risks, 

companies should be supervised by the principle of comparative 

advantage in risk-bearing. A company that has no particular ability to 

forecast market variables has no comparative advantage in bearing the 

risk associated with those variables. 
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There are two main components of decentralising the risk-return trade-

off in a company. First, managers suggesting new projects should be 

asked to evaluate all major risks in the circumstances of the marginal 

influence of the projects on the firm’s cumulative risk. Second, to help 

ensure that managers do an excellent job of assessing the risk-return 

trade-off, the cyclic performance evaluations of the company units 

must consider the contributions of each of the units to the total risk of 

the firm. When consolidated with a performance evaluation system in 

this way, a risk-based capital allocation strategy effectively requires the 

business managers to scrutinise risk in their decision-making. With the 

above capital allocation and performance evaluation system 

mechanisms put in place when enterprise risk management is 

implemented, business managers are forced to consider the impact of 

all material risks in their investment and operating decisions. The 

company’s decision-making structure should expect the business 

managers to evaluate project returns about the marginal growth in 

firm-wide risk to achieve the optimal amount of risk at the corporate 

level. If the company takes on a project that raises the firm’s total risk, 

the project should be sufficiently profitable to provide a satisfactory 

return on capital after compensating for the costs associated with the 

increase in risk. 

 

Our argument is that by measuring and handling its risks 

systematically and consistently, and by providing its business 

managers with the information and incentives to optimise the trade-off 
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between risk and return, an organisation strengthens its ability to carry 

out its strategic plan. What’s more, at a significant and growing number 

of businesses, the risk management function is directed by a senior 

executive and overseen by some board of directors charged with 

monitoring risk measures and setting limits for these tests. However, 

across the last ten years, corporate risk management has grown well 

beyond insurance and the hedging of financial vulnerabilities to include 

a variety of other kinds of risk—notably operational risk, reputational 

risk, and, most recently, strategic risk. An organisation can manage 

risks in one of two fundamentally different ways: (a) one risk at a time, 

on a largely decentralised basis; or (b) all risks viewed together within 

a coordinated and strategic framework. A company is always 

recommended to assess its risk “appetite,” an assessment that should 

guide management’s decision about how much and which risks 

retaining and which to lay off. 

 

It is important to note that although formal training on financial risks 

is more common, ERM education and training is being developed.  



 

Chapter Four- Result Analysis 
 

4.1 DEA Value at Risk 

Value at Risk (VaR) is a useful theoretical tool for Enterprise Risk 

Management at a portfolio level (Duffie and Pan, 1997; Jorion, 2007).  

Value at risk demonstrates the expected worst-case losses for 

investment at a given confidence level and time horizon. 

 

If the firm uses value at risk, it will have three separate value at risk 

measures, one each for market risk, for credit risk, and for operational 

risk. This means that there is diversification across risk categories and 

that the firm-wide value at risk is thus less than the sum of the market 

risk, credit risk, and operational risk value at risks. 

 

The typical equation look like this: 

Min{Ø} = min{VaR|Prob{L≤VaR} ≥ 1 – α    

 

4.2 Most Important Factors in Calculating VaR 

 
The two most important factors in calculating VaR are the holding 

period, and the confidence level, usually 95%, at which market risk is 

calculated. Choosing these components significantly affects the type 

of the VaR model (Harper, 2015).  

Although many approaches are applied when calculating VaR, past 

data is mostly used to estimate potential future portfolio changes. 
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Historical analysis suggests that the future will be like the past and 

markets are assumed to behave similarly in the future. 

 
There are different methods of calculating and assessing VaR but the 

tail conditional expectation method that uses historical data is by far 

the most common and easiest to apply (Shank, 2009). Historical 

simulation approaches do not make the predictions of normality. 

However, it is suggested that relaxing these predictions indicates that 

traditional model approaches do not easily accommodate 

transformations between a range of percentiles, and holding periods.  

 

4.3 VaR (Historical) and Current Analysis of Investment Return 

 
We shall look at how some organisations have developed their risk 

management structure, providing useful reviews of their approach in 

implementing risk management. Cases that addressed perspectives of 

accounting, supply chains, information systems and disaster 

management are examined. 

 

4.3.1 Qatar: 

 
Both Al Khaleej Takaful and Qatar Islamic Insurance made a sufficient 

return on common equity from 2007 to 2008 to their shareholders. 

Unfortunately, after 2008, there was a gradual fall in restitution on 

equity for Al Khaleej Takaful. This decline continued until 2011, after 

which the firm faced a sudden boom that lasted for one year. A sharp 

drop followed this during 2012 to 2013. The company managed to earn 
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a profitable return at the end of 2014 but failed to secure much after 

2014. 

 

As for Qatar Islamic Insurance, there was a sharp fall in its return on 

equity during 2008 and 2009. However, the company was quick to 

recover from low returns during the next year. Although there was a 

slight decrease from 2010 and 2011, the company made considerable 

progress from then onwards until 2013. It has managed to achieve a 

consistent return of around 25% since 2013. The average return over 

the course of nine years was 11.93% and 20.78% for Al Khaleej Takaful 

and Qatar Islamic Insurance, respectively. 

 

 

Fig.1 (See Appendix A) 
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Qatar Islamic Insurance 

Year Return on Common Equity % 

2007 17.16 

2008 24.03 

2009 11.80 

2010 17.98 

2011 16.92 

2012 21.36 

2013 24.80 

2014 24.26 

2015 25.26 

2016 24.25 
 

Qatar Islamic Insurance  

Portfolio Value 250000 

Average Return 0.787777778 

Standard Deviation 0.24 

Confidence Level 0.95 

Minimum Return with a 95% Confidence Level 0.393012907 

Value of Portfolio 348253.2268 

Value at Risk/period -98253.22683 
 

Table 1 Annual VaR of Qatar Islamic Insurance 

 

Fig.2 (See Appendix A) 
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Al Khaleej Takaful 

Year Return on Common Equity % 

2007 14.82 

2008 16.68 

2009 13.98 

2010 13.56 

2011 10.96 

2012 13.75 

2013 11.22 

2014 11.63 

2015 7.07 
 

Al Khaleej Takaful 
. 

Portfolio Value 250000 

Average Return 11.929 

Standard Deviation 0.06 

Confidence Level 0.95 

Minimum Return with a 95% Confidence Level 11.83030878 

Value of Portfolio 3207577.196 

Value at Risk/period -2957577.196 
 

Table 2 Annual VaR of Al Khaleej Takaful Qatar 

 

4.3.2 United Arab Emirates: 

 
AMAN Insurance managed to offer its shareholders a return on their 

investment almost every year except in 2008 where it incurred a 

negative return of about 20% along with a negative return of about 

10% in 2011.  

 

2013 was the least desirable year recorded regarding return on 

investment when the company incurred a loss of 40%. A profitable 

year regarding return on investment was 2007 with a return of almost 

20%. 

This was closely followed by 2009 and 2010 with approximately a 15% 
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and 12% return, respectively. 2012 managed to provide some returns 

but from 2014 to 2015, shareholders got barely any return on their 

investment. Although this is the case, it remains a small loss to the 

shareholders and is still more desirable than a deficit similar to that 

of 2013. The average return over the course of eight years was -1.69%. 

 

SALAMA has managed to give a significant return to its shareholders 

throughout 2006 to 2015. It only failed to generate a profit in 2012 

and 2015. 2006 was their peak year regarding profitability with a 15% 

return on common equity. They made a slightly lower return in 2007 

and broke even in 2008.  

 

In 2009, it was able to provide some return to its shareholders but in 

2010, the performance was slightly lower. It was fairly consistent from 

2010 to 2011, but as mentioned earlier, 2012 was SALAMA’s worst 

year when it incurred a loss of about 30% on returns.  

 

Between 2012 and 2014, the company managed to regain its position 

by making a slight profit on returns of about 4%. However, in 2015, it 

faced nearly a 15% decline in returns. The average return over the 

course of eight years was 2.53%. 
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Fig.3 (See Appendix A) 

 

AMAN Insurance 

Year Return on Common Equity % 

2007 17.09 

2008 -17.02 

2009 14.64 

2010 12.30 

2011 -12.80 

2012 6.03 

2013 -38.31 

2014 1.71 

2015 1.33 
 

 

AMAN Insurance 
. 

Portfolio Value 250000 

Average Return -1.69 

Standard Deviation 0.03 

Confidence Level 0.95 

Minimum Return with a 95% Confidence Level -1.739345609 

Value of Portfolio -184836.4022 

Value at Risk/period 434836.4022 

 
Table 3 Annual VaR of AMAN Insurance 
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Fig.4 (See Appendix A) 

SALAMA 

Year Return on Common Equity % 

2007 14.89 

2008 11.40 

2009 -0.75 

2010 6.47 

2011 3.33 

2012 3.84 

2013 -28.31 

2014 -5.96 

2015 3.33 

2016 -16.09 
 

SALAMA 
. 

Portfolio Value 250000 

Average Return -2.53 

Standard Deviation -0.27 

Confidence Level 0.95 

Minimum Return with a 95% Confidence Level 0.393012907 

Value of Portfolio 348253.2268 

Value at Risk/period -98253.22683 

 
Table 4 Annual VaR of SALAMA 

-35

-30

-25

-20

-15

-10

-5

0

5

10

15

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

R
et

u
rn

 o
n

 C
o

m
m

o
n

 E
q

u
it

y%

Year

SALAMA



 51 

 

 

4.3.3 Kingdom of Saudi Arabia: 

 
When comparing Al SAGR Cooperative Insurance Co and the Gulf 

Union Cooperative Insurance Co, the differences are immediately 

evident. 

 

Al SAGR Cooperative Insurance Co has been considerably successful at 

providing returns to its shareholders, incurring no losses between 2009 

and 2015. The company’s most profitable year was 2015, where it 

produced a return of nearly 25% for its shareholders. In comparison, 

its least profitable year was 2009 where shareholders received a return 

on investment of a little less than 2%. 

 

Al SAGR enjoyed a steady incline from 2010 to 2013 after which return 

on equity declined to nearly 5% in 2014. However, this was quickly 

followed by the company’s most successful year in 2015, as mentioned 

above. The average return over the course of six years is 11.19%. 

 

On the other hand, Gulf Union Cooperative Insurance Co has 

experienced highs and lows over the years. Shareholders received no 

returns on their investment in 2008 but collected a 5% return in 2009. 

 

This was followed by a slight slump in 2010, with returns averaging 4%. 

2011 proved to be Gulf Union’s most unsuccessful year with a negative 
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return of 35%. However, the company improved trading in 2012 and 

once more produced a return of 5% for its shareholders. 

However, this incline was short-lived as 2013 and 2014 brought losses 

of 20% and 8% respectively. This decline was then followed by 2015, 

which at a 10% return on investment, proved to be the company’s most 

profitable year yet. The average return over the course of seven years is 

-4.87%. 

 

 

Fig.5 (See Appendix A) 

 

Al Sagr Co-operative Insurance Co. 

Year Return on Common Equity % 

2009 1.44 

2010 9.38 

2011 13.41 

2012 10.45 

2013 16.51 

2014 3.81 

2015 23.30 
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Al Sagr Co-operative Insurance Co. 
. 

Portfolio Value 250000 

Average Return 11.18571429 

Standard Deviation 0.24 

Confidence Level 0.23 

Minimum Return with a 95% Confidence Level 0.393012907 

Value of Portfolio 348253.2268 

Value at Risk/period -98253.22683 

 

Table 5 Annual VaR of Al-Sagr Co-operative Insurance Co. 

 

Fig.6 (See Appendix A) 

 

Gulf Union 

Year Return on Common Equity % 

2008 0.49 

2009 5.18 

2010 3.13 

2011 -34.89 

2012 3.79 

2013 -18.02 

2014 -7.98 

2015 9.38 
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Gulf Union Co-operative Insurance Co. 
. 

Portfolio Value 250000 

Average Return -4.865 

Standard Deviation 0.08 

Confidence Level 0.95 

Minimum Return with a 95% Confidence Level 0.393012907 

Value of Portfolio 348253.2268 

Value at Risk/period -98253.22683 

 

Table 6 Gulf Union Co-operative Insurance Co. 

 

 

 

4.4 The Average Return on the Investment in This Study: 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fig.7 

 

As it can be seen above, most of the enterprises, in this case, have 

managed to perform well regarding securing a return on their 

investments. Using the tail method to calculate VaR, an average of both 



 55 

the 95% and the 99% confidence level results have been combined to 

analyse a set of data. 

 

Qatar Islamic Insurance company in Qatar has performed the best in 

comparison to the rest. Al Khaleej Takaful in Qatar, AMAN in the UAE, 

and Al SAGR Co-Operative Co. in the KSA have reasonably the same 

level of VaR.  

 

SALAMA in the UAE and Gulf Union Co-Operative Insurance Co. in the 

KSA produced inverse results. Returns on investment were negative 

which suggests that these enterprises have either made high-risk 

investments or could benefit from the adopting better ERM techniques. 

 

The above is just one way of implementing ERM in a business strategy 

to assess and management risk. The need for ERM education and 

training is popular and is quickly developing regardless of the fact that 

formal training on financial risks is more common. 

 

Training should help officials better understand the nature of risk, and 

the legal and regulatory requirements about risk management. 

Knowledge of ERM frameworks is crucial for reporting purposes and 

software training. Building risk maps require financial risk training 

along with specialised training. An insight into how risk interacts with 

strategy should be given during a refocused strategy training session. 
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Developing and understanding monitoring performance, and control 

solutions is an area that also requires training.



 

Chapter Five- Conclusion 

 

5.1     Results of Research  

The contribution by this thesis is to lay emphasis on a new research stream 

that studies the application of Enterprise Risk Management in the context 

of Insurance-based enterprises. In this part, the primary hypothesis that the 

impact of ERM adoption helps reduce risks is explored, and the results 

analysed.  

 
Crouhy (2001) explains that a negative VaR would imply the portfolio has a 

high probability of making a profit. Our findings are consistent with this 

theory. For example, a one-day 10% VaR of negative $2 million implies the 

portfolio has a 95% chance of making more than $2 million over the next day. 

Crouchy (2001) also indicates that VaR is conventionally reported as a 

positive number since it almost always represents a loss. However, referring 

back to the findings (Tables 1-6), this study aims to confirm that ERM-

adopted Islamic organisations perform better that those that conform to 

conventional banking as 5 out of the 6 enterprises in this study formulate a 

negative VaR figure. 

 
Also explored is the concept that firms that adopt ERM are better able to 

recognise the benefits of inherent risk and prioritise away from the risks that 

contribute most to the total risk of the business and work towards those that 

optimise the evaluation and selection of instruments.  
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To assess the accuracy of the concept that ERM-adopting firms better 

recognize and prioritise away from risk, the following is formulated. In 

accordance with Standard & Poor's (2007) ERM assessment, risk 

governance is the most critical area as it characteristically drives the 

strength and quality of an enterprise’s risk management framework.  

From our research, it has been concluded that the process of identifying risk 

includes consideration of loss event data and event inventories data, 

brainstorming, questionnaires and surveys, interviews and self-assessment, 

facilitated workshops, SWOT analysis, and use of technology. The above is 

considered in detail below to fully comprehend the conclusion that ERM-

adopting firms are better at identifying, planning for, and preventing risks. 

 

5.1.1 Consideration of loss event data and event inventories 

data 

 
The risk identification process can be cultivated by the loss event data. A 

fact-based discussion can be initiated by looking into a database on 

significant loss events for a particular industry before the brainstorming 

session. The objective is to scale down the event inventory to those relevant 

to the company and define each risk unique to the enterprise. 

 

5.1.2 Brainstorming 
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Once the business’s objectives are clearly stated and understood, a 

brainstorming session is called for. A typical session successfully generates 

and ranks a list of risks.  

5.1.3 Questionnaires and surveys 

Questionnaires and surveys provide valuable feedback to company officials. 

As with our thesis, secondary data was acquired through these 

questionnaires and surveys that the companies had conducted.  

Questionnaires are mainly detailed and lengthy as they cover both internal 

and external events to identify risks. Surveys, on the other hand, are used 

internally and usually address one concern at a time. Feedback collected 

from both can be discussed in facilitated workshops as well.  

 

5.1.4 Interviews and self-assessment 

Every employee is given a form that instructs them to list the key strategies 

or objectives within their area of responsibility and the risks that could 

obstruct the realisation of the objectives. They are further required to assess 

the risk management capability of their unit using functional framework 

categories such as those included in the ERM framework. Follow-up 

interviews are requested to clarify concerns or disputes. Eventually, a risk 

management capability score can be determined after the risks for the unit 

are identified and defined.  
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5.1.5 Facilitated workshops 

In a facilitated workshop, a cross-functional management team can discuss 

and anonymously rank the risk information that has been collected.  

 

 

 

SWOT Analysis 

A model that takes into account the strengths, weaknesses, opportunities, 

and threats of an enterprise when formulating a strategy. Identification of 

strengths highlights the business's core competencies and sets the basis for 

achieving a competitive advantage. The weaknesses considered under this 

analysis are usually internal and include the company’s structure and 

culture. Opportunities and threats typically address external factors that 

senior management can not control, such as, environmental and political 

factors. 

 

5.1.6 Use of Technology 

Technology can be used to get a better insight of the company’s reputation. 

With social media influencing opinions worldwide, risks related to the 

company’s products, services, and reputation could be identified with the 

use of the Internet and set into perspective through benchmarking. Also, 

enterprises almost always utilise an intranet. An ERM site can be created on 

the intranet for the employees to address their concerns regarding risk in 
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their department, their current best risk management practices, and other 

recommendations for the future. 

 

As Eckles and Hoyt (2014) suggest, ERM-adopting firms produce a greater 

reduction of risk per dollar spent. This results in the lower marginal cost of 

risk reduction and provides the economic incentive for maximising profits 

for companies to reduce risk further until the marginal cost of reduced risk 

equals the marginal benefits; ultimately helping stakeholders and other 

investing parties to receive maximum returns on their investments.  

 

Consequently, after adopting ERM, firms experience lower risk and higher 

profits, simultaneously (Liebenberg, 2003). Ultimately, generating 

maximum returns on shareholders’ and other investing parties’ 

investments. This is found to be consistent with our hypotheses. Firms that 

adopt ERM encounter a reduction in stock return volatility. The decrease in 

return volatility for ERM-adopting firms is progressive and becomes stronger 

over time due to the complexity and costs of ERM implementation. While it 

would be desirable to calculate an ROI for the ERM, such a measurement 

would be based on historical data and assumptions. Focusing on the 

benefits of managing a particular risk may offer the most persuasive 

evidence of how ERM creates value for the company.  
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5.2     Potential Obstacles  

Because the risks in the global economy continually change and evolve, 

ERM is a never-ending journey. Risks must be identified correctly before an 

organisation can take the next step. Assessing an incomplete or the incorrect 

list of risks is futile. Organisations should make every possible effort to 

ensure they have identified their risks correctly using some or all of the 

approaches discussed.  

 

5.3     Recommendations for Future Study 

The present study provides a significant addition to the field, but knowledge 

of the issue is insufficient at this initial stage, and practical and academic 

studies are still inadequate. While the study provides a broad overview of the 

reasons behind ERM advancement in corporations, it leaves much room for 

additional studies to be done on how enterprise risk management enhances 

and protects shareholder value, and what challenges companies face in 

ERM deployment. In their pursuit to drive business performance, 

management accounting and finance professionals should seize the 

opportunity to become partners with senior management and the board in 

ERM implementation. Other approaches that can be undertaken for future 

study include the reliability of Gain/Loss curves, tornado charts, 

probabilistic models in ERM, and the effects of non-quantifiable risks such 

as an enterprise's reputation.  
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Appendix A – Bloomberg User Manual 
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 الرسالة ملخص

 فشل في تتسبب أن يمكن التي المنظمة مخاطر لتحديد واسع منظور تأخذ الشركات في المخاطر إدارة

 لمعرفة اإلجراءات من العديد هناك أن من الرغم على .واستراتيجياتها أهدافها تحقيق من المنظمة

شركاتال مخاطر إدارة تطبيق على التركيز وضع في تساهم الدراسة هذه المخاطر،  إطار في 

 في تحديدا ً و العربي الخليج لدول التأمين مجال في تعمل التي تلك خاصة و الصغيرة، الشركات

 التي البيانات خالل من الدراسة هذا تقوم .قطر و المتحدة العربية اإلمارات و السعودية العربية المملكة

ليهاع الحصول تم  لتقديم معا ً والخبرة بالمعرفة العمل و الخطر لتخطيط الثانوية األبحاث من كل من 

خاطرـالم لتخفيف استراتيجيات اقتراح كذلك و  هادفة تحاليل مليةـع و  يمهاـتق   بعض مراجعة يتم .

اتالشرك مخاطر إدارة لتنفيذ العملية االعتبارات  مخاطر إلدارة قضية بناء خالل من ونوعيا ً كميا ً 

اتشركال اتالشرك مخاطر إدارة من االستثمار على والعائد   لتخفيف استراتيجيات أقتراح .التوالي على 

 في االقتراحات تشمل .الشركات في الكفاءة تحسين إلى المطاف نهاية في تهدف التي و المخاطر

 أم كانت كبيرة منظمة ألي المعايير وضع في و المخاطر تأثير من التحقق في و الخطر تصنيف

يف ساهمت التي والتقنيات األدوات من المصالح أصحاب يستفيد ان يمكن .خاصة أو عامة ، صغيرة  

ةالتجاري األعمال مجال في اإليجابية النتيجة لتوقع الدراسة هذه  .                                                                                             
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 جامعةًعفت

ًدةً،ًالمملكةًالعربيةًالسوديةًج

ًعمادةًالدراساتًالعلياًوًالبحثًالعلمي

 

م المشرف المكلف باإلشراف على رسالتها/رسالته، وت، تحت إشراف ودًسليمانًالنافعًقام بكتابة هذه الرسالة الطالب/ 

إجازتها من قبل لجنة التحكيم، و تم تقديمها إلى عميدة الدراسات العليا و البحث العلمي بجامعة عفت، كجزء من متطلبات 

رسالة و الالحصول على درجة الماجستير في العلوم، برنامج ماجستير األدارة المالية اإلسالمية وقد تم الموافقة على 

 إجازتها بتاريخ: ...................................

 

 

 رئيسة القسم

 ............................اإلسم:.............

 ............................التوقيع:...........

 

 

 عميدة الكلية

 ..............................اإلسم:............

 ..............................التوقيع:..........

 

 

 عميدة الدراسات العليا والبحث العلمي

 ..............................اإلسم:............

 التوقيع:........................................

 

  أعضاء لجنة التحكيم

 المشرف على الرسالة

 اإلسم:..................................

 التوقيع:................................

 

 المشرف المشارك )إن وجد(

 اإلسم:.................................

 التوقيع:...............................

 

 العضو الخارجي

 اإلسم:................................

 .......................التوقيع:.......

 

 عضو

 اإلسم:...............................

 التوقيع:.............................



  

 

 

 

 

 عـفـت جــامعـة
 األعــمـــال كـــليـة

 
 

ـــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــ  

ًً 

وإدارةًمخاطرًالشركاتتخطيطً  

   األسالمية التأمين شركات مخاطر إدارة دور تقيم
 الخليجي التعاون مجلس دول في

 
ـــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــــ  

 

م ( 7201 نايري –ـ ه 1437ثانيالربيع )   
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