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Abstract:- The financial business is rapidly expanding, 

allowing for high quantities of transactions. This 

expansion has raised the demand for insurance and 

insurance products dramatically. Though previous 

research has looked at the elements that drive the 

profitability of the insurance business from both a 

general and a life viewpoint, little attention has been 

paid to the main indicators that define the financial 

performance of these insurance organizations. This 

study looked at the factors that impact the financial 

success of insurance businesses in Ghana, a developing 

country. It investigated the elements that influence 

financial performance. The findings of the study showed 

that General insurance was the most purchased type of 

insurance policy. It was also discovered that the majority 

of the policyholders who buy insurance policies were 24 

years and above.Finally, the study showed that the most 

influential factor considered for the financial 

performance of the insurance company is the effective 

management factor followed by the competition factor. 

Other factors that were also identified were personality 

influence, liquidity, and profitability. As a result, the 

purpose of this project is to raise knowledge about the 

variables that impact the financial performance of 

insurance businesses in Ghana. This knowledge, on the 

other hand, will assist policyholders, stakeholders, 

brokers, and others concerned in understanding their 

insurance company's financial status and the variables 

impacting it. This research would also provide 

knowledge on the influential factors for insurance 

companies' financial performance as well as the most 

purchased insurance policy, which would help insurance 

companies understand why policyholders and investors 

patronize insurance by making more improvements to 

ensure a higher insurance penetration in Ghana. 
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I. INTRODUCTION 

 

The insurance industry contributes positively to 

Ghana's economy. Insurance businesses, as part of a 
country's overall financial system, provide great financial 

services to support economic growth and development. The 

insurance of risks inherent in economic organizations and 

the mobilization of a large number of money through 

premiums for long-term investments are examples of 

specialized financial services (Agiobenebo and Ezirim, 

2002). There is extremely little awareness about the 

insurance sector, particularly in a developing market like 

Ghana.Insurance works on the premise of risk pooling (loss 

pooling), in which people pay to a common fund in the form 

of premiums, and the fortunate who do not experience loss 

assist the unlucky who do suffer loss within a set insurance 

term. Insurance firms provide policyholders coverage for 
many sorts of risks, such as commercial property damage or 

loss, health and casualty, monetary losses, fire and theft, 

motor vehicle accident, and so on. The risk-absorption role 

of insurers fosters financial stability in financial markets and 

gives economic entities a sense of security.  

 

Without insurance, the corporate world is 

unsustainable since hazardous enterprises may not be able to 

retain all types of risks in this ever-changing and uncertain 

global market (Ahmed, Ahmed, and Ahmed, 2010). 

Insurance firms get a premium from policyholders in 
exchange for this risk protection, which is used to pay 

expenditures and the predicted risk if they occur. The ability 

of an insurance business to continue covering risk in the 

economy is dependent on its ability to generate profit or 

value for its stakeholders. 

 

A well-developed and evolved insurance business is 

advantageous for economic growth since it offers long-term 

finances for each economy's infrastructure development 

(Charumathi, 2012). Insurance firms can also provide long-

term savings that can be utilized to support projects with 

extended maturities. The viability of the insurance sector is 
critical to any economy. In an economy, there is a clear 

relationship between sustainability and the financial 

performance of insurance businesses. Institutional 

stakeholders such as insurers, pension trusts, and sovereign 

wealth funds have more than USD 80 trillion in assets under 

management globally that can be deployed to fund long-

term projects (PwC AWM Research Centre, 2017. Pp.6-7).   

 

Consumers, investors, and policyholders should all be 

concerned about the insurer's financial sustainability and 

ability to make its claim payment commitments to 
policyholders. Part of the premiums is invested to get better 

yields for longer-term risk protection. Though the protection 

buyer transfers individual risk to the insurer's larger and 
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more diverse portfolio, the risk is not eliminated because the 

insurer may default on his commitments. When the losses 

on the diverse portfolio exceed the predicted losses, insurers 

must have enough equity or buffer capital to pay their 

commitments.  Due to a lack of experienced insurance 

salesmen to offer goods, the general public is left with no 

foundation to make an educated expenditure or investment 

choice, or to choose which business to place their cover with 
(Kumba, 2011).  There are many factors to examine when 

looking at the performance of insurance companies such as 

marketability, competition, profitability, and others. This 

research pursues to set the pace for more scientific research 

and also for academic purposes into the general financial 

performance of insurers in Ghana.   

 

According to Shawar (2019), the financial performance 

of every sector in any country acts as a cornerstone of 

economic growth and industrialization. Insurance firms' 

financial performance may be assessed by identifying both 

internal and external elements represented by specific 
fundamental attributes of an insurance company. Under the 

financial industry's umbrella, the insurance sector plays a 

critical role in regulating money to many businesses, 

consequently delivering significant inflows to economic and 

financial growth. Furthermore, the insurance industry is 

deemed well-established if it can ameliorate any type of 

financial crises in the economy, hence boosting the country's 

economic structure. Financial performance is basically how 

a company uses its resources to generate a profit, and it is 

assessed using return on assets, return on sales, and growth. 

According to Jim (2007), the performance of any monetary 
institution can be assessed in a variety of ways, including 

profit growth, employee growth, asset growth, or any other 

sort of variable factor that management believes is a 

significant producer of a business's anticipated success. 

 

The majority of life insurance performance research 

has focused on discovering insurer-specific characteristics 

and indicators that help in identifying insurers that are more 

likely to go bankrupt. Deakin (2005) investigated the 'run on 

the bank risk' and discovered that before 1992, rating firms 

did not usually recognize the risks contained in liabilities 

such as guaranteed investment contracts.  
 

Furthermore, due to an apparent lack of uniform 

financial reporting formats, several insurance companies 

have failed to publish their profit and loss accounts, and 

some insurance companies have also failed to submit their 

audited annual report within the statutory time frame, 

making it difficult for the general public to gauge their 

profitability, overall written premiums, or even net incomes. 

Some corporations' sparse financial statements, given to the 

public, leave a lot of grey areas and possibilities for 

unethical behavior such as tax evasion and concealment of 
important ratios and numbers. 

 

The insurance industry in Ghana; both Life and Non-

Life insurance companies. Amid Ghana's present crisis, the 

insurance business has seen massive regulatory reforms and 

technological developments. Insurance is intended to 

transfer unanticipated losses by transferring such risk to the 

insurance provider, which compensates the policyholder in 

the event of unanticipated losses. The notion of insurance 

first appeared in Ghana in 1955, and the industry is growing 

more active and competitive, with significant development 

made between 2015 and 2019. The office of the 

Commissioner of insurance was established under these 

provisions to strengthen the government regulation on 

insurance. The Commissioner of insurance was created as a 
department under the ministry of finance. To enhance the 

supervisory capacity of the regulator, the government 

delinked the department from the ministry to give it some 

autonomy. 

 

The Insurance Act number 724 of 2006 established the 

National Insurance Commission with the commissioner of 

insurance as the managing director and the chief executive 

officer to take the role of regulating, supervising, and 

developing the insurance industry. The role of the 

Commission is: to ensure effective administration, 

supervision, regulation, and control of the insurance and 
reinsurance business in Ghana, to protect the 6 interests of 

insurance policyholders and insurance beneficiaries in any 

contract of insurance, to promote the development of the 

insurance sector and to advise the government on the 

national policy to be followed to ensure adequate insurance 

protection and security for national assets and national 

properties among other functions. 

  

 New Insurance Act: 

Given the changes in the insurance landscape, the NIC 

was evaluating the Insurance Act to make it more 
appropriate. The new Insurance law was enacted in 2021, 

and it was consistent with the most recent Insurance Core 

Principles of the International Association of Insurance 

Supervisors. It is also a primary duty of the Commission to 

verify practitioners' conformance to globally accepted 

standards. The NIC's latest frameworks, directives, and 

guidelines were included into the new Insurance Act.. The 

enactment of Act 1061 was a major milestone towards a 

robust insurance regulatory environment as it empowers and 

grants adequate powers to the Commission. The insurance 

market of Ghana is relatively stable with more prospects and 

opportunities to explore. The total profit that was declared 
by the insurance industry by the end of 2019 was GHS 196 

million and that of total corporate tax was GHS 72 million. 

The total number of people employed in the industry as an 

asset in 2019 was 12,000. According to the insurance 

industry report for the year 2019, there were 150 licensed 

insurance companies at the end of 2019. The total asset of 

the insurance industry according to NIC 2019 was GHS7.65 

billion. It is against this background that, the NIC seeks to 

explore the challenges and strategies for increasing 

insurance penetration in line with the objective of the 

Commission. 
 

 Research Problem:  

Andersson (2010) noted that a country's economic 

growth is heavily reliant on a healthy financial system, and 

that without a strong insurance industry, the economy and 

the wealth creation connected with it can suffer 

(International Accounting Standards Board, 2007). The 
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insurance business is an essential component of the 

country's financial sector, and its advantages cannot be 

overstated. Ghana's non-life insurance industry is one of the 

fastest growing in Sub-Saharan Africa, according to Fitch 

Solutions (2021), and it is evolving.If this crucial sector was 

missing, the consequence on the economy would be 

devastating, knocking off billions of cedis from the Gross 

Domestic Product (GDP) index.  
 

However, although offering crucial intervention 

policies and producing wealth via investments, the insurance 

business in Ghana and other nations has had its fair share of 

firm failures (Greene, 2000 Hagel, Brown, & Davison, 

2010). The Bank of Ghana (BoG) and the Securities and 

Exchange Commission (SEC) revoked the licenses of 

hundreds of financial organizations in 2019, including 

savings and loan businesses, microfinance companies, 

finance houses, investment management firms, and other 

non-bank financial institutions. This had a huge impact on 

the solvency and liquidity of insurance businesses since a 
large number of regulated insurance companies had 

significant investments with these institutions. Several 

insurance firms have gone bankrupt or been dissolved in the 

previous decade. The majority of these enterprises have 

failed, leaving policyholders, pension plans, and life funds 

with billions of Cedis in cash. This brings out the question 

of whether insurance companies are financially sound and 

whether they are disclosing enough information to enable 

investors to make informed decisions. Financial health is 

critical for any business organization. 

 
Previous empirical research on the factors influencing 

the financial success of the insurance sector has mostly 

focused on the United States, Europe, Asia, and East Africa. 

To establish the financial performance of the insurance 

business, several of these research focused solely on 

company-specific characteristics such as firm size, age, 

leverage, net premium earned, and profitability. Hardwick 

and Adams (2002) conducted a research on the UK life 

insurance business, as did Makembo (1992), who explored 

flaws in Kenya's compensation system (fault system) for 

personal injuries and fatalities in automobile insurance. 

 
According to Greene (1963), most important research 

on the difficulties confronting the sector in Africa have 

focused on people's attitudes and views about insurance. 

Among these studies, Yusuf et al. (2009) in Nigeria and 

Ackah and Owusu (2012) in Ghana are noteworthy. 

 

However, no empirical or particular study has been 

conducted on the elements that impact the financial 

performance of insurance businesses in Ghana. The study 

aims to bridge a knowledge vacuum in this area. The study 

intended to determine whether and how certain elements 
impact the performance of insurance businesses in Ghana, as 

well as which of the factors is most significant as a financial 

performance indicator. 

 

 

 

 

 Objectives of the Study: 

The main objective of this study is to investigate the 

factors that influence the financial performance of insurance 

companies in Ghana. To achieve the main objective of the 

study, the following specific objectives are set: 

 

 To identify significant factors influencing the financial 

performance of insurance companies in Ghana 

 To identify the most influential factor that influences the 

financial performance of insurance companies in Ghana.  

 To identify the most purchased insurance type policy. 

 

 Research Questions: 

Given the aforementioned issue and the perceived 

advantages of insurance firms, the following research 

questions need careful examination as a means of assessing 

the elements that impact the financial performance of 

insurance companies in Ghana. 

 

 What are some of the key factors that determine the 

financial performance of insurance companies in Ghana?  

 What are the types of insurance policies that 

policyholders mostly buy? 

 What is the most influential factor influencing financial 

performance in insurance companies? 

 

II. LITERATURE REVIEW AND  

THEORITICAL FRAMEWORK 

 

According to Chang Lee and Chang (2013), the 

average rate of growth in the insurance business (i.e., 10%) 
was substantially greater than the worldwide rate of 

economic growth. The insurance sector is an essential 

component of the global financial market, with insurance 

companies serving as major institutional investors. Many 

current researchers have emphasized the significance of 

financial institutions in a country's development (Catalan, 

Impavido&Musalem, 2000); Levine, (1992); Nguyen, 

(2020).According to Saunders and Cornet (2008), financial 

institutions can be classified as commercial banks, savings 

banks, or insurance businesses. The bulk of them, however, 

highlight the function of the stock market or banks as the 
primary financial institution that may encourage economic 

progress. According to Ward and Zurbruegg (2000), 

insurance not only transfers and indemnifies risk, but it also 

serves the function of other financial institutions, such as if 

insurance has been poorly investigated (Hasna 2010; 

Haiss&Sumegi, 2008). Because of the critical necessity of 

insurance in a country's entire financial system, the function 

of insurance has grown throughout time.Nonetheless, the 

research on the factors influencing insurance financial 

performance is compared to other financial organizations. 

Expanding on the relationship between GDP and insurance 

market growth, it is important to recall that the basic job of 
the insurance sector is to provide people and companies with 

coverage against certain events by spreading losses among 

the pool of policyholders. As a result, insurance firms 

underwrite, manage, and finance risks. Furthermore, 

insurance is employed by businesses to hedge corporate risk, 

and it cannot be utilized for speculative objectives like 

derivatives.  
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According to NIC (2019), the principle of finance 

theories include understanding the procedures by which 

organizations and people generate cash or capital for any 

type of spending, as well as how money is distributed to 

projects while taking into account the risk aspects involved. 

It also involves the study of money and other assets, the 

management and profile of project risks, asset control and 

management, and the science of money management. This 
theory is used to model human decision-making, particularly 

in the context of microeconomics, where it assists 

economists in better understanding a society's behavior in 

terms of individual actions as explained by rationality, in 

which choices are consistent because they are made based 

on personal preference. The term rationality is used 

differently depending on the issue. Many additional ideas 

and concepts are involved with the market mechanism that 

allows for the creation and distribution of products. 

However, the Rational Choice Theory is a foundational 

game theory that gives a comprehensive mathematical 

framework for studying individuals' mutually 
interdependent interactions including resources such as 

prestige, time, and many others. According to the Rational 

Choice Theory, humans are driven by their own goals and 

preferences. Human behaviors are heavily influenced by 

knowledge about the conditions in which a specific 

individual will operate and attempt to achieve his or her 

objective. The selection of goals, as well as the selection of 

an appropriate technique to accomplish the previously stated 

aim, is critical in the domain of Rational Choice Theory. It 

regards reward and punishment as benefits and costs, 

respectively, and the theory contends that human behavior is 
governed by the desire to obtain favorable rewards 

(Organization for Economic Cooperation and Development, 

2003). This hypothesis is applicable in the insurance sector. 

The reasonable decision for businesses is based on 

numerous criteria, such as the insurance company's financial 

success metrics. Most people would not acquire policies if 

they knew their prospective insurance company was likely 

to fail since, in the event of a risk, they would not receive 

benefits from the policies they purchased.   

 

 Interest Rate: 

Higher real interest rates have an uncertain influence 
on both life and non-life premiums. Because insurance firms 

make pledges or obligations to policyholders at the time of 

policy sale, they are not free to modify the rates specified or 

agreed in the sale later based on situation. This feature of 

insurance exposes them directly to the dangers associated 

with interest rate increases. Because insurance firms invest a 

large portion of their collected premiums, the money gained 

by investing is strongly dependent on interest rates. 

According to Beck and Webb (2003), higher real interest 

rates would boost the investment return of providers, 

allowing them to provide more appealing returns to 
customers. In a comprehensive research of the Chilean 

annuities market, Rocha and Thorburn (2007) and Rocha et 

al (2008) show that an increase in real interest rates has a 

favorable influence on real annuity rates but an equivocal 

effect on the quantity of new annuity contracts and the 

annuity premium. 

 

Another disadvantage of interest rate swings (which is 

not limited to insurance businesses) is the cost of borrowing. 

A high-interest rate has a significant negative impact on the 

premium charged to policyholders, making it difficult for 

many people to purchase insurance products; however, if the 

rate charged is consistent, low, and nondiscriminatory, there 

will be a high penetration of insurance accessibility. For 

example, if all policyholders have the same risk exposure 
units, the same premium should be charged regardless of 

whether the cost of borrowing is high. Best (1992) 

discovered that the number of insolvencies is connected 

with the accident and health underwriting cycle in a study of 

the relationships between insurance market circumstances 

and insolvencies. The growing incidence of bankruptcies is 

partly tied to rising interest rates and the life-health 

insurance industry's emphasis on investment-related 

products. The Best research did not evaluate the numerous 

economic elements in a multivariate framework, making it 

impossible to determine the relative importance of the 

separate components. 
 

Santomero and Babbel (1997) reported that in the 

United States, many life insurers' management failed to 

effectively foresee economic shocks (e.g., unfavorable 

interest rate movements), which harmed both business 

profitability and the rate of product-market growth. This 

insight implies that, if future economic shocks are mostly 

unexpected, so would business performance in the life 

insurance market. The asset/liability mismatch increases the 

insurer's leverage and increases the risk of bad performance 

(Carson and Hoyt, 1995), as well as guaranteed investment 
contract withdrawals (Carson & Scott, 1996). 

 

 Profitability:  

Mwangi (2013) proposed that profitability is a major 

driver for selecting whether to invest in his research of the 

elements that impact the financial performance of insurance 

firms. Ideally, you want to outperform the industry norm in 

terms of growth, but you also want to ensure that this higher 

growth does not come at the price of admitting higher-risk 

clients. A firm whose premium income is expanding at a 

slower rate, on the other hand, may be excessively choosy, 

seeking only the greatest quality insurance prospects. 
According to Santomero and Babbel (1997), the second area 

of profitability that should be considered is investment 

income. 

Another important factor in assessing insurance 

business financial performance is the capacity of the 

insurance firm to pay claims to policyholders and give claim 

no discount to policyholders who do not make claims within 

a fiscal year. As a result, the effect of claim and award 

payment will have a long-term direct positive link with the 

financial success of the insurance business. 

  
 Competition:  

Efficiency is a popular quantitative indirect indicator 

of competition. High efficiency may imply the presence of 

competition and vice versa (Bikker&Leuvensteijn, 2008). 

The predominance of mergers and acquisitions among 

insurance carriers and agencies is one of the most significant 

developments in the insurance sector (Schich& Kikuchi, 
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2004). Economists have explored the measuring of industry 

rivalry in several ways over time. The first research sought 

to infer business competitive behavior and performance 

from industry market structure. The number of enterprises 

and any concentration of market share are thought to 

influence competitive behavior. Fewer enterprises with more 

concentrated market shares are more prone to engage in 

anticompetitive activities than a large number of small 
firms. 

 

Blundell-Wignall, Atkinson, and Lee (2008) provided 

an alternate approach to competitive behavior and 

investigated company revenue and cost structures using the 

framework of perfect competition as a reference point. 

Firms in an industry with the perfect competition are unable 

to absorb any cost increases. They are required to pass on 

the whole increase in input costs in output pricing and 

income, but output remains unchanged. In contrast, under 

monopolistic circumstances in equilibrium, an increase in 

input prices, such as wages or administrative expenses, leads 
to a decrease in production and a price increase that is less 

than the increase in costs, resulting in a decrease in total 

income. 

 

Firms with marginal profits may be forced to exit the 

sector. In long-run equilibrium, monopolistic competition 

determines output where the average cost curve is tangential 

to the average income curve. Because businesses produce at 

less than minimal cost, monopolistic competition theory 

argues that the industry has overcapacity. Firms in this field 

create money by insuring risks and investing their assets, 
according to Donlon and Gutfreund (1998). Given their 

underwriting losses, this indicates that enterprises in the GI 

industry must take more risks than would appear to be 

compatible with prudence. When applied to the topic at 

hand, this means that corporations can only recoup increased 

investment expenses by reshuffling their portfolios toward 

more er assets and thereby reaping larger returns. Market 

and credit concerns are manifestations of asset risk 

(O'Connor, 2000). Policyholders are also interested in the 

insurer's capacity to generate a positive product brand image 

and promote innovation in insurance service delivery. All of 

these variables have a beneficial impact on the financial 
success of the insurance sector. This is due to theindications 

in place, the insurance business will be able to benefit from 

the industry's major market share, resulting in a rise in the 

number of policyholders purchasing insurance from that 

firm. 

 

 Liquidity: 

Liquidity ratios are defined by Black, Wright, and 

Bachman (1998) as the amount of money that firms and 

other private organizations have on hand at any one moment 

to serve their obligation. Liquidity ratios are very significant 
when looking at a company's financial accounts and seeking 

to assess where it stands in terms of viability. The greater a 

company's liquidity ratio, the better. Entities having a high 

debt-to-liquidity ratio are more likely to fail and make 

riskier investments. 

 

Liquidity risk could include two different types of risk: 

the risk that an insurance company will become unable to 

assure itself of adequate funding due to a decline in new 

premium income caused by a deterioration of its financial 

position, an increase in surrender value caused by large-lot 

cancellations, or an outflow of funds caused by a big 

disaster, or it will incur losses because it is forced to sell 

assets at markedly lower prices than normal and therefore 
unable to maintain cash flow and the risk that upheavals in 

the market will render it impossible to trade and therefore 

force the company to engage in transactions at prices that 

are markedly more disadvantageous than normal (Black, 

Wright & Bachman, 1998).  

 

The acid test, according to Barney (1997), is the first 

measure of an insurer's ability to pay financial obligations. It 

determines if a company's short-term assets are sufficient to 

satisfy its immediate liabilities. When an insurer must sell 

assets early to meet claims, it suffers investment losses and 

hence poor financial performance. An insurer's cash flow 
should virtually always be positive. Cash flow is critical to 

an organization's survival. Having a sufficient amount of 

cash on hand ensures that creditors, workers, and others are 

paid on schedule. If a company or individual does not have 

enough cash to finance its activities, it is considered to be 

insolvent and, if the insolvency continues, it is a potential 

candidate for bankruptcy. Other factors to consider include 

the investment grades of the company's bond holdings. Too 

many high and medium-risk bonds may cause volatility and 

hence poor financial health. 

 
 Proximity:  

Proximity is a burgeoning theoretical framework in a 

variety of domains, including innovation studies, 

organizational science, and regional science (Knoben and 

Oerlemans, 2006). In organizational studies, proximity is a 

multidimensional notion that extends beyond geographical 

distance (Boschma, 2005). On the contrary, it refers to the 

degree of resemblance between individuals or organizations 

in aspects other than geographical proximity (Knoben and 

Oerlemans, 2006; Balland, 2012). A detailed examination of 

the notion of proximity is not only important for gaining a 

good understanding of the concept but it is also required due 
to its ambiguity. Economic, geographical, and sociological 

definitions of proximity vary and frequently pertain to 

conceptions of space, social ties, family, and institutions, to 

mention a few (Torre and Ballet, 2005; Dankbaar, 2007). As 

anticipated, proximity has gained a more abstract meaning, 

thus expanding from a being mere measure of geographical 

distance to encompassing several other dimensions (Knoben 

and Oerlemans, 2006).  

 

As a result of these factors, as well as a thorough 

assessment of the relevant literature, proximity is defined as 
the degree of resemblance between entities in geographical, 

organizational, cognitive, social, institutional, and technical 

aspects. Proximity is defined as an organization's proximity 

to its customers and policyholders' places of residence, 

given that where insurance companies are concentrated and 

policyholders are widely dispersed, there is a tendency for a 

large number of policyholders and customers to buy 
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insurance policies because of its numerous branches 

established at those places of residence. To that aim, it can 

be argued that the closer the insurance sector is to its 

policyholders, the better the financial performance of the 

insurance firms will be due to the huge number of 

policyholders purchasing an insurance policy. 

 

 Marketability:  
Marketing is defined by Kotler, Armstrong, Saunders, 

and Wong (2001) as a social and management process 

through which individuals and groups achieve what they 

need and desire by developing and trading products and 

values with one another. It is a critical managerial discipline 

that assures product and service makers can perceive 

consumer expectations and meet or exceed them. Because it 

covers the most significant components of marketability, the 

marketing process is critical to the commercial performance 

of insurance firms of all sizes.It is about comprehending the 

competitive marketplace and ensuring that you can 

capitalize on significant trends to reach consumers with the 
correct insurance product at the right price, location, and 

time. Clever marketing has resulted in several recent 

corporate success stories, ranging  from large  insurance and 

business-to-business firms to tiny, specialized players. As 

digital and mobile technologies permeate all parts of life, 

getting close has become more crucial than ever. This 

change has also given rise to new techniques for marketing 

that are more focused, relevant, and effective.  

 

As competitive demands mount, marketing skills have 

never been more valuable. What was formerly considered a 
departmental activity is now considered a frontline business 

mindset for all employees. Professionals who develop and 

implement marketing strategies make a direct contribution 

to the economy. Their abilities attract and keep clients, raise 

sales, and enhance profits, resulting in a large number of 

customers for the insurance firm. The influx of marketability 

in the form of a television advertisement, awareness 

creation, and good customer relations have a positive impact 

on insurance financial performance because it brings in a 

large number of policyholders to buy insurance products, 

increasing the insurance industry's capacity to have access to 

a large pool of funds that can help them make claim 
payment when the proximate cause of the risk insured 

occurs. 

 

 Personality Influence: 

Personality and personality psychology has been 

researched since the early 1900s, according to Greer (2018), 

with Freud initiating the subject. This psychology grew in 

the Western atmosphere of individualism on the premise 

that each person is unique and hence has numerous 

distinctions from others, with personality being one of the 

defining features. Personality influence is a major 
component in determining whether or not to invest in any 

firm. Policyholders typically purchase insurance goods 

because specific types of people invest with such insurance 

organizations. Insurance exists because policyholders are 

compensated for their losses in the event of a risk, but with 

those personalities such as popular artists, footballers, 

Journalists, and families investing with those firms, they are 

assured of receiving their indemnity in the event of losses, 

which induces them to buy a large number of policies with 

the company. As a result, personality influences the 

financial success of insurance firms. 

 

 Empirical Review:  

Most earlier research on life insurance has focused on 

North America, Europe, and Asia, where markets may be 
classified as near-efficient, in contrast to markets in the 

developing world. According to Sigma (2001), the United 

States and Japan have the largest insurance sectors, 

accounting for more than half of worldwide premium 

income, followed by the United Kingdom, Germany, 

France, and Italy.Furthermore, throughout the previous four 

decades, the global insurance sector has exceeded global 

economic development on average. Between 1984 and 2001, 

the global insurance business expanded at a 9.7% annual 

pace (approximately 11.8 percent from the life insurance 

sector and 7.5 percent from the property-casualty sector). 

Growth in the global property-casualty market has slowed 
dramatically in recent years and has just kept pace with 

overall economic growth (Sigma, 2001).This development is 

primarily the result of a sustained downward trend in 

commercial business until profitability, interest rate 

fluctuations, liquidity, the financial performance of 

insurance companies, competition in the insurance industry, 

dependent variables, independent variables, and, most 

recently, the Asian economic and financial crisis, 

particularly in Japan, and the deregulation of the European 

market, both of which have resulted in appreciable price 

decreases. 
 

This is in contrast to the life insurance industry, which 

has grown at a global rate of roughly 5.4% since 2000. The 

rising demand for private pension plans in the United States 

and Western Europe, as well as the soaring demand for unit-

linked products, are primarily responsible for the growth in 

the life insurance market. In terms of total premiums, the 

Organization for Economic Cooperation and Development 

(OECD) nations accounted for 95.52 percent of the life 

insurance market in 1994 and 93.99 percent of the property-

casualty premium volume in 2001, respectively. 

Furthermore, insurers in OECD nations have suffered 
declining premium revenue, decreasing capital market 

earnings, and low-interest rates, all of which have placed 

them under strain (Sigma, 2002). Furthermore, the 

expanding importance of the insurance business in emerging 

nations is evident in the increased insurance density and 

penetration of non-OECD insurance markets (Sigma, 1996, 

2001). 

 

Nonetheless, emerging economies have a long way to 

go before they can equal the relative size and importance of 

the insurance business in developed nations. Mwangi (2013) 
opined in a study on the factors that determine the financial 

performance of insurance companies in Kenya that the 

credit policy should specify credit risk philosophy governing 

the extent to which an institution is willing to accept credit 

risk; levels of authority should be subject to timely review to 

ensure that it remains appropriate to current market 

conditions and credit officers' expertise. The policy should 
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be conveyed to all people associated with customer terms 

and payments, including sales representatives, for them to 

set the proper expectations with clients. Credit rules should 

also include criteria that allow the company to select the 

terms of sale that will be offered to the client.  

 

III. METHODOLOGY 

 
This paper employed the use of statistical techniques in 

the analysis of the data. Factor analysis is the main method 

used for the analysis of the data. The computer software 

used to analyze the data was the Statistical Package for the 

Social Sciences (SPSS) and Microsoft Excel Also, tables 

were used to support the analysis. 

 

 Data Collection:  

To meet the data requirement of this research, a 

questionnaire was designed as a quantitative study based on 

the researcher’s pre-observations to find the most purchased 

insurance policy and the factors that influence the financial 
performance of insurance companies in Ghana. The study 

was conducted in three regions, namely, Greater Accra, 

Ashanti region, and Central region, which comprises top 

management and policyholders because the researchers live 

in these three main regions which happen to be the major 

areas where industrial insurance activities take place. 

 

 Sampling Techniques: 

Sampling is the process of choosing a subset of a 

population to represent the complete population. To collect 

data for the investigation, a straightforward sampling 
strategy was used. MacCallum (1999),states that the sample 

size required to get a greater probability is between 200 and 

400 samples. This aids in successfully interpreting a large 

number of variables. In this case, 210 questionnaires were 

distributed to policyholders of a few insurance companies 

and 10 questionnaires were distributed to the top 

management of 5 insurance companies across the three 

regions. 

 

 Factor Analysis Model: 

let P variables be  with the mean vector 

( which is assumed to be equal to zero and variance , then 

each of the observed variables can be written as a linear 

combination of m (m<p) factors as: 

 

where j=1, 

2…., p ----------------- (1) 
 

Where is the factor loadings of the  variable on the 

  factor; 

 

is the score of the common factor of the observation; 

 

are the specific factors for variable p 

 

 

In matrix notation the factor model is represented as;  

 

X = λf + e,     ----------------------------------------(2) 

 

Where f ' = (f₁, f₂, f₃, …, fₘ) 

 

e ' = (e₁, e₂, e₃, …, eₚ) 

 
and, 

 

λ 

 

 
 

 The Communality of a Variable: 

The communality of a variable is the proportion of 

each variable's variance that can be explained by the factors. 

It is also denoted as h2 and can be defined as the sum of 

squared factor loadings for the variables. The communalities 

for the  variables are computed by taking the sum of the 

squared loadings for that variable (McGarigal et al, 2013). 

This is expressed as:  
 

------------------------- (3) 

 

Where  is the variability of the   variable 

 

is the loading or correlation between the   

component and the  variable  

 

 Suitability of Factor Analysis: 

Two statistical tests must be conducted to examine the 

adequacy of the sample and the suitability of data for Factor 

Analysis. These are; 

 

 Bartlett’s Test of Sphericity: 

This test determines whether or not the data is suitable 
for factor analysis. The test examines the extent to which the 

correlation matrix departs from orthogonality. If the 

correlation matrix has unit determinants, it indicates that the 

variables are not correlated. If the determinant is close to 

zero then there is a high correlation between the set of 

variables. If the hypothesis that the correlation matrix is an 

identity matrix cannot be rejected because the observed 

significance level is large, then the use of factor analysis 

should be questioned. 
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 Kaiser-Meyer-Olkin (KMO) Test:  

This test statistic is used to test for sampling adequacy.  

Is a measure of how suited your data is for Factor Analysis. 

KMO measure indicates whether or not the variables can be 

grouped into a smaller set of underlying factors. Higher 

values close to one generally indicate the factor analysis 

may be useful with the data set. 

 

According to Kaiser and Rice (1974) the following are 

the guidelines that are put on the values of a KMO results: 

 

Table 1 KMO Guidelines 

KMO Measure Recommendation 

0.00 - 0.49 Unacceptable. 

0.50 - 0.59 Miserable 

0.60-0.69 Mediocre 

0.70-0.79 Middling 

0.80-0.89 Meritorious 

0.90-1.00 Marvelous 

 

Even though Kaiser and Rice (1974) proposed the 
above guideline, according to Zwick and Velicer (1986), the 

precision of the recommendation of the KMO test depends 

on the number of indicators underlying a particular factor. 

 

After the extraction phase, the researcher must decide 

how many constructs to retain for rotation. Factors are 

rotated to make them more meaningful and easier to 

interpret. An important difference between them is that they 

can create factors that are correlated or uncorrelated with 

each other. There are two types of factor rotation which are 

oblique rotations (axes are not maintained at 90 degrees) and 
orthogonal rotations (axes are maintained at 90 degrees). In 

oblique rotation, the resulting factors will be correlated 

whereas in orthogonal rotation the rotated factors will 

remain uncorrelated. There are different methods of rotation 

and they are Varimax, Quartimax, Equimax, and Promax. 

Two orthogonal rotation methods are discussed below; 

 

 Varimax Rotation: 

Varimax is the most popular rotational method. 

Varimax use orthogonal rotations yielding uncorrelated 

factors. It attempts to minimize the number of variables that 

have high loadings on different factors. It projects the 
variable that loads high on particular principal components 

to keep the factor loadings to a pattern that is easier for 

interpretation. 

 

 

 Quartimax Rotation: 
It is an orthogonal alternative which minimizes the 

number of factors needed to explain each variable. This type 

of rotation often generates a general factor on which most 

variables are loaded to a high or medium degree. Such a 

factor structure is usually not helpful to a specific research 

purpose (Gorsuch ,1983). Most researchers do not expect a 

general factor since it is now being done, most research aims 

on finding out all the factors. 

 

IV. RESULTS PRESENTATION 

 
Findings are presented according to research questions. 

In addressing each research question the response were 

organized as follows: the first section provides the results of 

the descriptive of the variables used in the study. The second 

section presents the results of the factor analysis.  

 

 Basic Analysis of the Data: 

 

 Age of Respondents: 

The age of respondents was important in the study 

because the financial performance of insurance companies 

could not be linked to a particular age group. Different age 
groups buy insurance policies in Ghana. The study 

considered the following age categories: Below 18, 18-25, 

26-32, 33-40, and above. Table 2 describe the distribution of 

age of the data set.  

Table 2 Age Distribution of Respondents 

Age of Respondent Frequency Percent 

Below 18 41 19.5 

26-32 72 34.3 

33-40 71 33.8 

40 26 12.4 

Total 210 100.0 

Source: Field Survey 

 

From table 2, It was observed that age group 26-32 

participated in the study than any other group making a total 

of 72 representing 34.3%. It was observed that the age group 

of 40 and above participated the least in the study making a 

total of 26 representing 12.4%.  
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 Sex of Respondent: 

 

Table 3 Distribution of Sex of Respondent 

Sex Frequency Percent 

Female 87 41.4 

Male 123 58.6 

Total 210 100.0 

Source: Field Survey 

 

From Table 3 it was observed that 123 males representing 58.6% purchased most insurance policies whiles 87 females 

constituting 41.4% buys insurance policies. 

 

 Educational Background: 

The educational background of the respondents was also taken into consideration during the study; this is because it could be 

a factor influencing the financial performance of insurance companies in Ghana. Table 4.2 describes the distribution of the 

educational background of respondents. 

 

Table 4 Distribution of Educational Background of the Respondents 

Educational Background Frequency Percent 

No Formal Education 3 1.4 

Basic 6 2.9 

Secondary 20 9.5 

Tertiary 

Total 

181 86.2 

210 100.0 

Source: Field Survey 

 

Table 4 showed that the highest number of respondents that took part in the study had tertiary education with a frequency of 

181 representing 86.2%. However, the “no formal education” had the least number of respondents. 

 

 Most Purchased Insurance Product among Respondents: 
The most purchased insurance product was also taken into consideration to reveal what influenced the policyholders to buy 

insurance. It was also important in the study to reveal generally which type of insurance policy is the most purchased in Ghana. 

Table 5 shows the distribution of the frequency and percentages of the most purchased insurance policy among respondents.  

 

Table 5 Distribution of the Most Purchased Type of Insurance Policy among Respondents 

Type of Insurance Policy Frequency Percent 

Life Insurance 65 31.0 

General Insurance 145 69.0 

Total 210 100.0 

Source: Field Survey 

 

From Table 5, it was observed that 145 out of 210 policyholders buy General insurance constituting 69% while Life 

insurance was 65 representing 31%. This suggested that the policyholders buy General insurance more than Life insurance. 

 

 Distribution of Status of Respondents: 

Table 6 describes the distribution of the status of the respondents on the financial performance of insurance companies. This 
data was necessary in revealing the number of policy holders in the status category who buys insurance. 

 

Table 6 Distribution of Status among Respondents 

Status of Respondent Frequency Percent 

Government Worker 42 20.0 

Private Worker 115 54.8 

Self-Employed 25 11.9 

Unemployed 28 13.3 

Total 210 100.0 

Source: Field Survey 

 

From Table 6, it was observed that majority of the private workers with a frequency of 115 buys most insurance policies 

representing 64.8%. However, government workers with a frequency of 42 constitute 20% of respondents who buys insurance 

whiles the least number of respondents who buys insurance are self-employed workers with a frequency of 25 representing 11.9%. 

http://www.ijisrt.com/


Volume 8, Issue 4, April – 2023                              International Journal of Innovative Science and Research Technology                                         

                                                      ISSN No:-2456-2165 

  

IJISRT23APR1254                                                                 www.ijisrt.com                                                                             1024                                                                                  

 Reliability Statistics: 

From Appendix E, the Cronbach’s alpha value was 

0.939 and this implies that there was a level of consistency 

and reliability in the dataset.  

 

 Descriptive of Statistic of Indicators:  

From Appendix C, Based on the cut-off grand mean of 

3.7, it was observed that there were high mean values for 
some particular indicator variables which are V1 ( I stand to 

gain rather than loss), V2 (The premiums are consistent), V3 

(The insurance company has high equity level), V5 (The 

workers are receptive and friendly), V8 (The insurance 

company has a lot of branches), V9 (I can access my claims 

anywhere I am), V11 (I fully understand the insurance 

pricing policy), V13 ( The company has good cash 

equivalence), V14 (I insure because the claim payment is 

made on time), This however suggested that they have been 

rated high by most of the policyholders and therefore 

influence the financial performance of insurance companies. 

In addition, there was a set of variables that were easily seen 
in the table and were to be deliberated on for critical 

observation. They produced the lowest means and had 

almost equal standard deviation values. Some are V6 (I 

insure because of the owner of the insurance company), V30 

(I insure with the insurance company because it is closer to 

my place of residence), V32 (I buy insurance because of an 

effective advertisement on TV and radio) and V33 (I insure 

because most of my family insure there). Besides, what 

makes them more significant is the fact that their standard 

deviation was around 1. 

 
 Correlation Matrix: 

Appendix B shows a 36 x 36 correlation matrix of the 

variables under study. It was observed that some of the 

correlations were low and some were high. However, for 

this study, a correlation of 0.5 was used as a cut-off, a 

correlation greater than 0.5 will be considered highly 

correlated, and below will be considered weakly correlated. 

The use of the cut-off value will help us to identify the 

variables that belong to a group. From Appendix B it was 

observed that the highest positive correlation of 0.756 was 

obtained from V20 (I insure because the insurance company 

has good policies) and V23 (I insure because the insurance 

company is reliable). Since it is a positive value, it means 

that all those who considered the variable V20 (I insure 

because the insurance company has good policies) also 

considered V23 (I insure because the insurance company is 

reliable) as equally important and vice versa. This implies 

that those who purchased insurance policies because the 

insurance company has good policies also considered it 
because the insurance company is reliable. The next highest 

correlation matrix of 0.725 was observed between V20 (I 

insure because the insurance company has good policies) 

and V21 (I insure because the company policies are well 

understood). Since it is also a positive value, it implies that 

those who buy insurance because the insurance company 

has good policies also buy insurance because the company 

policies are well understood. A correlation matrix of 0.719 

was also observed between V21 (I insure because the 

company policies are well understood) and V23 (I insure 

because the insurance company is reliable). It can also be 

seen that there exists a high pairwise correlation coefficient 
among some of the indicator variables. Variables with high 

correlation coefficients greater or equal to 0.5 belong 

together and can be put into a group. Based on the above the 

following groups can be identified (V5, V8, V10), (V6, 

V32, V33), (V9, V10, V20, V21, V23, V29), (V22, V24, 

V27), and (V30, V32, V33). That is, the variables in each 

set suggest a group of 5.  

 

Thirty-six indicator variables were involved in this 

study. The correlations among the indicator variables 

revealed that five (5) groups could be formed from the 36 
indicator variables. However, some of the variables forming 

the group were correlating multiple times with each other. 

 

 Factor Analysis: 

Factor Analysis was used in the analysis of the sample 

data.  In our basic analysis, the correlation analysis 

suggested about 4 factors that are best in describing the 

factors that influence the financial performance of insurance 

companies in Ghana among the respondents. Hence factor 

analysis was performed to confirm or otherwise. 

 
Table 7 KMO and Bartlett's Test 

Measure Value 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.854 

Bartlett's Test critical value 5509.106 

Bartlett's Test Degree of freedom 630 

Bartlett's Test significant value 0.000 

Source: Field Survey 

 

Table 7 showed the KMO value of 0.854 is closer to 1 indicating that the test was very sufficient for factoring and will 

provide a very good result. Also, the Bartlett’s Test of Sphericity is also highly significant with the p-value of 0.00, this means 

that we have enough correlation for factor analysis. These values suggest that factor analysis is suitable to be used for the data set. 

 

 Total Variance Explained: 

In determining how many components to be extracted, the Kaiser’s Criterion was used. The Criterion is based on the value 

of eigen values. The eigen values greater than 1 is used. 
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Table 8 Total Variance Explained 

 Total % Of Variance Cumulative % 

1 13.098 36.383 36.383 

2 4.025 11.182 47.565 

3 2.000 5.555 53.120 

4 1.627 4.521 57.641 

5 1.406 3.907 61.547 

6 1.288 3.578 65.126 

7 1.020 2.833 67.958 

8 1.006 2.796 70.754 

Source: Field Survey 

 

It was observed from Table 8 that, going by the eigen values greater-than-one concept eight eigen values were greater than 

one. It is however noted that two of the eigen values though greater than one is very close to one which is a suspect. There is 

therefore the need to use the Scree Plot to determine the cut-off loadings. 

 

 The Scree Plot: 

 

 
Fig 1 Scree Plot of Eigen Values 

 

The Scree Plot shows that seven main components are very important in explaining the factors associated with the 
determinant of financial performance of insurance companies in Ghana since it was seen from the diagram that the elbow of the 

diagram occurs at the seventh component. It further suggests that the number of factors that must be considered should not exceed 

seven. 

 

 Factor Rotation: 

After conducting the unrotated factor matrix, some of the loadings were very difficult to interpret hence it was very difficult 

to assign a label to the factors. Therefore, to obtain a better interpretation of the factors, the components were rotated. To rotate a 

component for better interpretation, the Varimax rotation was performed and the results are presented in Table 9 Varimax rotation 

is used to obtain a factor structure in which each variable loads highly on one and only one factor. 

 

Table 10 Varimax Rotated Factor Matrix 

 Component 

Variables 1 2 3 4 5 6 7 

V1 .333 .179 -.072 .033 .159 -.041 -.134 

V2 .073 .152 .208 .104 .018 -.070 .348 

V3 -.077 .332 -.100 .091 .219 .219 -.095 

V4 .446 .144 -.133 .100 -.051 .409 -.258 

V5 .747 .007 .007 .253 .065 -.159 .072 
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V6 -.045 .042 .707 .039 .371 .171 -.044 

V7 .595 .354 .100 .030 .154 .393 .050 

V8 .748 .083 .020 -.005 .112 .332 .203 

V9 .629 .307 -.134 .045 .161 .385 .049 

V10 .735 .332 .049 .096 -.011 -.009 .130 

V11 .130 .742 .099 .237 .083 .080 -.116 

V12 .194 .158 .051 .138 .218 .043 .701 

V13 .379 .695 .082 .090 .172 -.058 .042 

V14 .448 .247 .138 .152 .487 -.247 .106 

V15 .282 .350 .063 .158 .373 .290 .308 

V16 .104 .212 .057 .084 .799 .104 .196 

V17 .025 .769 .088 -.031 .138 .111 .312 

V18 .284 .709 .171 .184 .064 .183 -.038 

V19 .263 .663 -.012 .261 .103 .090 .343 

V20 .502 .609 .022 .295 -.018 .198 .065 

V21 .516 .490 -.058 .396 -.128 .069 .028 

V22 .222 .288 .235 .354 .093 .658 .133 

V23 .572 .556 .045 .346 -.010 .071 .094 

V24 .305 .234 .265 .635 -.041 .281 .199 

V25 .239 .234 .225 .757 .265 .042 .092 

V26 .183 -.055 .581 .362 .241 .273 -.029 

V27 .289 .468 .265 .619 .175 .117 -.007 

V28 .541 .158 -.038 .169 -.248 .361 .425 

V29 .629 .456 -.002 .277 .115 .002 .049 

V30 .019 .042 .807 .091 -.016 .107 .080 

V31 .153 .359 .402 .516 -.192 .029 .183 

V32 -.088 -.005 .823 .145 .059 -.054 -.096 

V33 .026 .051 .877 .109 -.036 -.006 .153 

V34 .132 .250 .733 -.025 -.176 -.223 .019 

V35 .329 .545 .043 .031 .069 -.019 .434 

V36 .634 .208 .291 .214 .111 .017 .070 

Source: Field Survey 

 

In Table 10, a cut-off value of 0.5 is used. Thus, 

loadings greater than or equal to 0.5 will be taken as high 

and those less than 0.5 will be considered as low. It was 

observed that factor one loaded highly on V5 (The workers 

are receptive and friendly), V7 (The insurance company is 

effective on online media platforms), V8 (The Insurance has 
a lot of branches), V9 (I can access my claims anywhere I 

am), V10 (The insurance company has a good policy 

awareness creation), V21 (I insure because the insurance 

company policies are well understood), V23 (I insure 

because the insurance company is reliable), V28 (The 

insurance company has been in existence for a long time), 

V29 (The insurance company does well on the financial 

market) had similar loadings, V36 (The agents have good 

communicative skills). Therefore, the first factor can be 

described as an effective management factor. 

 
The second factor has a high significant loading from 

V11 (I fully understand the insurance pricing policy), V13 

(The company has a good cash equivalence), V17 (I insure 

because of its reputation), V18 (I insure because of its 

goodwill), V19 (I insure because it is the best insurance 

company you can invest), V20 (I insure because the 

insurance company has good policies), V23 (I insure 

because the insurance company is reliable). Hence, the 

second factor can be labelled as a competition factor. 

 

The third factor loaded very highly on V6 (I insure 

because of the owner of the insurance company), V26 (I 

insure with the insurance company because renowned 

personalities insure with the company), V30 (I insure with 

the insurance company because it is closer to my place of 

residence), V32 (I buy insurance because of an effective 
advertisement on TV and radio), V33 (I insure because most 

of my family insure there), V34 (I insure because my friend 

introduced me to that insurance company). The third factor 

is therefore labelled as a personality influence factor. 

 

The fourth factor also loads high on V24 (I insure 

because the insurance company has a good way of managing 

its losses), V25 (I insure because the company has a good 

capacity for pooling losses), V27 (I insure because the 

returns are high), V31 (I buy insurance due to reasonable 

premium). The fourth factor is, therefore, referred to as the 
liquidity factor. 

 

The fifth, sixth, and seventh factors were only one-

factor indicator and therefore it was not significant enough 

to assign a factor label to those loadings. Ideally, four 

factors are clearly established. 

 

 Final Factor Solution: 

After observing the solutions which were obtained 

from the rotated factor matrices, it provided the salient 
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factors that best explained the variations in factors that 

influence the financial performance of insurance companies. 

It is therefore important to know that the varimax 

transformation is crucial in determining the order of 

importance of the factors. It was observed from the analysis 

that a four-factor solution is appropriate and adequate in 

describing why there are differences in the financial 

performance of insurance companies in Ghana. The first 
factor was effective management; the next was competition, 

followed by personality influence, and finally liquidity. 

 

V. DISCUSSION AND FINDINGS 

 

The research was based on the factors that influence 

the financial performance of insurance companies in Ghana. 

The research was conducted to identify the most influential 

factor that influences financial performance in Ghana and to 

find out the most purchased insurance policy among 

policyholders in Ghana. With regards to the most purchased 

insurance policy, the life insurance policy happens to be the 
most purchased insurance policy among all respondents 

having a percentage of 69.0 followed by general insurance 

having a percentage of 31. 

Moreover, the study examined the correlation 

coefficients between pairs of variables. The highest 

correlation coefficient 0.756 was observed between the pairs 

of variables V20 (I insure because the insurance company 

has good policies) and V23 (I insure because the insurance 

company is reliable). 

 

The KMO value and the p-value of Bartlett’s Test of 
Sphericity obtained suggested that Factor Analysis 

Technique was suitable to analyze the data. 

 

After however, conducting the Factor Analysis of the 

data, the revelations were that the factors that accounted for 

the financial performance of insurance companies are 

decreasing in order of importance: effective management, 

competition, personality influence, and liquidity. 

 

Much research has been conducted on the factors that 

influence the financial performance of insurance companies, 

notable among them is the research conducted by Wanjugu 
(2014), according to her finding profitability influences the 

financial performance of insurance companies. This was not 

in line with our research.  

 

The study conducted by M. Al-Dwiry& T. Al Shaher 

(2020) revealed that Inter develop an insurance culture is the 

most influential factor which influences the financial 

performance of insurance companies. This was in line with 

our research. 

 

Moreover, our study also revealed that the effective 
management factor was the most influential and it also 

revealed that profitability was the last factor which 

suggested it hardly influenced the financial performance of 

insurance companies.  

 

In addition, the findings of our research revealed that 

the majority of the policyholders buy General insurance 

policies. The study revealed that people below the age of 18 

purchased few insurance policies and people between the 

ages of 26 to 32 purchased the most insurance policies. 

 

VI. CONCLUSION AND RECOMMENDATION 

 

 In this Study, the following Conclusions were Drawn: 

 General Insurance is the most purchased policy among 
respondents in Ghana 

 Four factors were considered important when it comes to 

the financial performance of insurance companies. The 

most influential factor is the effective management 

factor. 

 The other factors were competition, personality 

influence, liquidity, and profitability. 

 

 The following Recommendations were However made 

from the Study: 

 There is the need for insurance companies to establish 
more branches to place of residence of policyholders, 

create policy awareness, and provide reliable insurance 

services since effective management factor came up as 

the most influential factor and it also revealed that most 

policyholders and customers purchase insurance 

products when the insurance companies are close to 

them and does well on the financial market. 

 It also suggested that insurance companies should adopt 

an effective management strategy as a means of ensuring 

high insurance patronage and penetration in the 

insurance industry and increasing the capital in 

companies and insurance premiums. Therefore, 
insurance companies must take into account the shortage 

in human resources and try to increase and qualify them 

and organize them to supervise the insurance process. 

 Finally, it is also recommended that policyholders and 

insurance companies should be sensitized more on the 

awareness creation of insurance policies since 

profitability is not the most influential factor. 
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APPENDIX - A 

 

 Strongly Disagree 

 Disagree 

 Neutral  

 Agree 

 Strongly Agree 

   
Table 11 Frequency Distribution of Various Indicators 

Frequency 

Variables 1 2 3 4 5 

V1 10 5 41 70 34 

V2 6 5 43 74 82 

V3 6 15 29 86 74 

V4 16 20 50 124 0 

V5 0 13 40 84 73 

V6 98 41 21 27 23 

V7 17 20 43 65 65 

V8 6 16 30 66 92 

V9 4 17 26 67 96 

V10 1 19 49 71 70 

V11 6 13 36 83 72 

V12 22 46 33 43 66 

V13 0 15 32 80 83 

V14 5 18 56 79 52 

V15 11 23 55 54 67 

V16 44 26 46 42 52 

V17 5 18 48 64 75 

V18 0 6 61 78 65 

V19 3 19 47 55 86 

V20 0 18 28 84 80 

V21 4 16 36 82 72 

V22 10 24 67 60 49 

V23 7 18 39 67 79 

V24 12 18 59 74 47 

V25 9 25 74 35 47 

V26 25 46 46 54 39 

V27 9 40 57 55 49 

V28 4 18 26 64 98 

V29 2 7 28 81 91 

V30 41 55 37 43 33 

V31 6 21 59 70 53 

V32 39 46 59 33 32 

V33 46 62 59 18 24 

V34 31 30 55 44 49 

V35 4 10 38 75 82 

V36 2 11 47 91 58 
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APPENDIX – B 

 
 Correlation Matrix: 
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APPENDIX – C 

 
Table 12 Descriptive Statistics of Indicators 

Descriptive Statistics N Mean Std. Deviation 

V1 210 4.01 1.060 

V2 210 4.05 .974 

V3 210 3.99 1.019 

V4 210 3.34 .937 

V5 210 4.03 .888 

V6 210 2.22 1.424 

V7 210 3.67 1.234 

V8 210 4.06 1.070 

V9 210 4.11 1.034 

V10 210 3.90 .983 

V11 210 3.96 1.011 

V12 210 3.40 1.395 

V13 210 4.10 .910 

V14 210 3.74 1.004 

V15 210 3.68 1.181 

V16 210 3.15 1.463 

V17 210 3.89 1.065 

V18 210 3.96 .846 

V19 210 3.96 1.062 

V20 210 4.08 .925 

V21 210 3.96 .997 

V22 210 3.54 1.111 

V23 210 3.92 1.097 

V24 210 3.60 1.099 

V25 210 3.50 1.095 

V26 210 3.17 1.294 

V27 210 3.45 1.166 

V28 210 4.11 1.047 

V29 209 4.21 .866 

V30 209 2.87 1.370 

V31 209 3.68 1.050 

V32 209 2.87 1.315 

V33 209 2.58 1.246 

V34 209 3.24 1.355 

V35 209 4.06 .969 

V36 209 3.92 .892 
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APPENDIX - D 

 
 Summary of Original Indicators: 

 V1- I stand to gain rather than loss 

 V2- The premiums are consistent  

 V3- The insurance company has high equity level  

 V5- The insurance company is creative and innovative 

 V5- The workers are receptive and friendly 

 V6- I insure because of the owner of the insurance company 

 V7- The insurance company is effective on online media platforms 

 V8- The insurance company has a lot of branches 

 V9- I can access my claims anywhere I am 

 V10- The insurance company has a good policy awareness creation 

 V11- I fully understand the insurance pricing policy 

 V12- The insurance company charges different premiums for different people 

 V13- The company has a good cash equivalence 

 V14- I insure because the claim payment is made on time 

 V15- I insure because a lot of people have received their claims 

 V16- The insurance company rewards me when I don’t make a claim 

 V17- I insure because of its reputation 

 V18- I insure because of its goodwill 

 V19- I insure because it is the best insurance company you can invest 

 V20- I insure because the insurance company has good policies 

 V21- I insure because the company policies are well understood 

 V22- I insure with the insurance company because it has a lot of customers 

 V23- I insure because the insurance company is reliable 

 V24- I insure because the insurance company has a good way of managing its losses 

 V25- I insure because the insurance company has a good capacity of pooling losses 

 V26- I insure with the insurance company because renowned personalities insure with the Company 

 V27- I insure because the returns are high 

 V28- The insurance company has been in existence for a long time 

 V29- The insurance company does well on the financial market 

 V30- I insure with the insurance company because it is closer to my place of residence 

 V31- I buy insurance due to reasonable premium 

 V32- I buy insurance because of effective advertisement on TV and Radio 

 V33- I insure because most of my family insure there 

 V34- I insure because my friend introduced me to that insurance company 

 V35- The insurance company has a good brand image 

 V36- The agent has a good communicative skill 
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APPENDIX – E 

 
Table 13 Summary Item Statistics 

 Mean Minimum Maximum Range Maximum / Minimum Variance N of Items 

Item Means 3.670 2.215 4.206 1.990 1.898 .229 36 

Inter-Item Covariances .367 -.215 1.156 1.370 -5.384 .046 36 

Source: Field Survey 

 

Table 14 Reliability Statistics 

Cronbach's Alpha Cronbach's Alpha Based on Standardized Items N of Items 

.939 .944 36 

Source: Field Survey 
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