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Abstract: Financial risks, cover credit, liquidity, and operational risks, are the risks which Insurance face during their
operations and all these risks have severe impact on the profitability of Insurance companies. Insurance businesses, agents, and
brokers face numerous problems in less developed cultures where political and socioeconomic systems are still in flux. The
study's goal is to examine the impact of Claims Management Policies on the financial performance of Rwandan insurance
companies, as well as the impact of working capital management on the financial performance of Rwandan insurance
companies. The research design was based on the Theory of Financial Distress. The research used a descriptive research design
that included quantitative and qualitative methods. The study adopted target population of 60 and multi-level random sampling
of 45. Survey data was collected by use of a structured questionnaire. The data obtained was analysed using both qualitative
and quantitative analysis. The results showed that the total model had a significant F statistic of 5.976, which was greater than
the essential F value of 3.88 with (1, 219) degrees of freedom at the P = 0.05 level of significance. The F-p statistic's value was
more than 0.05, indicating that the coefficient in the fitted equation was not equal to zero, implying a good fit. This implied
that considering the simple regression fitted, working capital management had a little effect on ROE. The study recommended
that the insurance companies should maintain optimal capital structure and ensure that the companies fully utilize their debt
facility according to their capabilities. Financial managers should increase investment in working capital by extending the days
in the time for the average payment period so that they can also improve the profitability of the firms.
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liabilities, credit risk, accident, natural causes, and disasters as
well as deliberate attack from adversary. The IMF has an
extensive risk-management framework in place, including
procedures to mitigate traditional financial risks as well as
strategic and operational risks. The latter risks are addressed by
a variety of processes, including surveillance reviews, lending
policies and operations, capacity building, standards, and
codes of conduct for economic policies, the communications
strategy, and others [3].

Operational risk is a term that describes the risks and
uncertainties that a corporation faces when doing day-to-day
business activities in a specific field or industry. Operational
risk focuses on how things are accomplished within an
organization and not necessarily what is produced or inherent
within an industry [4]. These risks are often associated with
active decisions relating to how the organization functions
and what it prioritizes.

1. Introduction

Financial risk is any of various types of risk associated with
financing, including financial transactions that include
company loans in risk of default [1]. It is frequently
misunderstood to refer only to downside risk, which refers to
the possibility of financial loss and the uncertainty surrounding
its magnitude. The danger of losing money on an investment
or business endeavor is referred to as financial risk. Some
more common and distinct financial risks include credit risk,
liquidity risk, and operational risk. Risk management is the
identification, assessment, and prioritization of risk (whether
positive or negative) followed by coordination and economical
application of resources to minimize, monitor, and control the
probability or impact or unfortunate or to maximize the
realization of opportunities [2]. Risk can come from
uncertainty in financial markets, project failures, legal
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Financial performance is a subjective indicator of a
company's ability to earn revenue from its principal way of
operation. The phrase is frequently employed as a broad
indicator of a company's overall financial health over time.
Financial risk is any of various types of risk associated with
financing, including financial transactions that include
company loans in risk of default [5]. Often it is understood to
include only downside risk, meaning the potential for
financial loss and uncertainty about its extent.

Return on equity (ROE) is a financial performance metric
that is calculated by dividing a company's net income by
shareholders' equity. In simple terms, ROE tells you how
efficiently a company uses its net assets to produce profits.
Shareholders' equity is calculated as total assets minus total
liabilities. The return on equity gives investors an idea of
how effectively a company's management is using the money
invested in it to produce profits [6]. Insurance is a means of
protection from financial loss. It is a form of risk
management, primarily used to hedge against the risk of a
contingent or uncertain loss. An entity which provides
insurance is known as an insurer, an insurance company, an
insurance carrier or an underwriter. [7].

Globally, the insurance industry in the United States
employs more than 2.8 million people across nearly 6,000
companies with net premiums written totaling to $1.28
trillion in 2020 according to S&P Global Market Intelligence.
Covid-19 had a significant impact on the insurance sector in
the United States, as it has on most of the world economy [8].
From rising digitalization to a greater awareness of mortality,
the insurance sector has been pushed to adapt as companies
and their workforces strive to service customers across a
wide range of products, including auto, homeowners, renters,
pet, dentistry, and term and permanent life insurance.

In recent years, the Chinese insurance sector has expanded
at a breakneck speed. According to the Swiss Re Institute,
China's share of worldwide premiums would rise from 11%
in 2018 to 20% by 2029, easily surpassing the US, which is
presently the market leader in the $5 trillion global market
[9]. China's strong economy, high levels of government
spending, consumer awareness, and technological
innovations are driving the nation's growth in the insurance
sector. International Financial Institutions (IFIs) are
international institutions that provide financing to
governments and private companies for social and human
development, physical infrastructure projects, trade,
investment, establishing new businesses, and service delivery
[10]. Chinese financial institutions have a vital role to play in
decarbonizing the global economy and must act fast to avoid
the economic and environmental risks of climate change, and
to support China’s new 2060 carbon neutral targe.

In Regional perspective, Kenya has a slew of illicit
financial threats that put its society at danger of crime and
deprive it of basic services. Domestic corruption, terrorist
financing, environmental crimes, unlawful trafficking, tax
evasion, and the misuse of digital finance like mobile
banking and cryptocurrencies are among the dangers.
Financial risk comprises credit risk, liquidity risk, interest

rate risk and exchange rate risk; all of them contribute to the
volatility of financial performance [11]. The credit risk is the
core of financial risk that hinders corporate performance
mostly in Africa. This risk varies net worth of assets due to
the failure of the contractual debt of the counterpart to meet
the regulations.

In Kenya, almost all the premium income generated is
through intermediaries like agents and brokers. The sales
made by these professionals’ impact positively on the
financial performance. On the other hand, the delay by these
groups in remitting proceeds from sales made to the parent
insurance company impact negatively on the financial
performance. Feedbacks from these groups serve as a basis
for innovation in product, business portfolio balance and
formulation of organizational policies [12].

The insurance sector is one of the most thriving, not only
in Kenya but across the world. Today, the insurance industry
is faced with working in an environment that’s rapidly
changing and increasing in its complexity. Though personal
insurance penetration is modest to some extent, entities and
government agencies from all sectors are large insures. More
and more coverage are being given out to cater for the ever-
expanding market as the country's economy continues to
thrive, which is the essential underpinning of insurance
uptake [13]. Insurance companies in Kenya, are licensed by
the Insurance Regulatory Authority (IRA). Insurance's
primary function is to protect you from unforeseen events,
but it also serves as a social arm to reduce life and property
hazards. Insurance facilities transfer risks from the insured to
the insurer, which implies that if you suffer a loss, you will
be compensated from the insurer's money. Additionally, the
life insurance policy of insurance provides an insurance
channel in that when you save, the insurer enables systematic
savings due to the payment of regular premiums [14].

National perspective, A few years ago, insurance
companies had suddenly increased motor vehicle premiums
by up to 73 per cent, a move that was explained as correcting
price undercutting [15]. In 2021, the prices of general
insurance went up, a move approved by the Association of
Insurers” Rwanda (ASSAR) in October 2020 and was
binding to all operators in the general insurance business.
Consequently, insurance prices for non-motor and non-health
coverage across the market went up as clients with no prior
communication to clients. Motorbike taxi operators have also
been known to be singled out for certain risks, making them
less appealing to insurance companies.

Kigali Bank is considering entering the life insurance
sector [16]. The bank intends to inject $22.6 million into the
capital of its subsidiaries in order to generate a new source of
income and so compensate for the decline in its shareholders'
returns. Bank of Kigali will invest 15 billion FRW (17
million USD) in its subsidiary BK General Insurance, which
is estimated to dominate 30% of the life market. Rwanda has
only four life insurers, none of which have the resources to
cover a growing population. In addition, the growth of the
middle class and the low penetration rate offer a considerable
growth margin for this segment.
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1.1. Statement of the Problem

In the local market, there have also been practices such as
price wars leading to liquidity challenges and inability to pay
claims. Insurance claims have also gone unpaid for years
with some ending in court battles. Such unending challenges
and incidents continue to erode any confidence members of
the public might have had in the sector’s services and see
further hesitance for uptake across the market. The risks that
insurance firms confront are much too numerous to
enumerate. A cyber-attack is one of these dangers. The cost
of securing your company's network is not trivial. Insurers
must conduct thorough research and analysis on cybercrime,
as well as strengthen their own systems. Established insurers
face a few business issues as they endeavor to meet new
client needs while strengthening core insurance activities.
Insurance businesses face enormous challenges in these
emerging countries' social, economic, and political systems.
Africa, Asia, the Caribbean, and Latin America are just a few
of the countries where the insurance industry is in jeopardy.

Insurance companies in Rwanda, as at end June 2015, the
total assets increased by 11% reaching Frw 295 billion from
Frw 267 billion, end June 2014 and Frw 272 billion (end
December 2014); capital and reserves increased by 9% to
Frw 218 billion from Frw 200 billion, end June 2014 [16].
The growth in total assets and capital was primarily due to
several insurers' capital restructuring, which included
additional money injections to align with/implement their
business plans. The industry is well funded, as seen by a total
solvency margin ratio of 941%, which is significantly more
than the necessary solvency margin of 100%.

Sonarwa’s total assets grew from Rwf21b in 2008 to
Rwf25b by 2010 while shareholder funds stand at Rwf 8b up
from Rwf 6b under the period of review. Gross Premium
Income shot to Rwf10b from Rwf 6b. The actuarial valuation
report by Alexander Forbes shows that Sonarwa recorded a
solvency margin of Rwf544m in 2010. The figure shot up to
Rwf2.6b by third quarter of 2011. The superior capital
position of Sonarwa raises questions about the fate of the
government's 23% shareholding, specifically whether the
government intends to sell its holdings to the general public
through the Rwanda Stock Exchange or whether IGI will be
allowed to buy them.

Additionally, no studies have ever been conducted in
which the effects of the independent variables on
performance were combined. As previously said, financial
performance continues to necessitate strategic approaches to
financial management. For developing nations, empirical
data on financial management techniques and financial
performance of insurance businesses appears to be
inadequate, and this study will add to the current knowledge
in Rwanda.

1.2. Objectives of the Study

1. To assess the claim management policies on the
financial performance of Insurance Companies in
Rwanda.

2. To determine the effect of working capital management
on the financial performance of Insurance Companies in
Rwanda.

1.3. Research Hypotheses

1. Hol. There is on Claim Management Policies on the
financial performance of Insurance Companies in
Rwanda.

2. Ho2. There is no effect of working capital management
on the financial performance of Insurance Companies in
Rwanda.

2. Theory

Theory of Financial Distress

When a company's business declines to the point where it
can no longer satisfy its financial obligations, it is said to be
in financial difficulty [17]. Violations of debt payments and
the failure or reduction of dividend payouts are the first
signs of financial hardship. Whitaker (1999) defines
financial distress as the first year in which cashflows are
less than the long-term debt of current maturities. As long
as the cashflows surpass the present debt commitments, the
company will be able to pay its creditors. The key factor in
identifying firms in financial distress is their inability to
meet contractual debt obligations. The wrecker’s theory
was developed initially [18] suggested that stocks of
distressed firms perform in a manner which is vastly
inferior to stocks of financially healthy firms. The wreckers'
theory of financial distress seeks to explain the benefits that
may step out of financial distress to stakeholders [19]. This
theory contributes to an efficient-market interpretation of a
stock market, and usually, it links work on private benefits
to the literature on the empirics of asset pricing and that the
financial structure and the probability of default may be
essential for determining the size of private benefits of
control [20].

The theory of financial hardship is based on a company's
liquidity and credit risk. This theory presents a non-biased
viewpoint on the relationship between credit risk and the
study's financial performance factors. The theory provides a
neutral framework for conducting an incisive empirical
investigation of this relationship within commercial banks by
providing information that the influence of financial distress
occurs prior to default risk. [21].

This theory was propounded by [22] whereby they
postulated that firms enter states of financial distress when
they fail to honor their debt commitments as and when
required. The failure is due to deterioration in their profitable
activities. The failure to meet debt obligations and the failure
to pay or a reduction in dividends given to sharcholders are
the first signs of financial difficulty [23]. Financial distress
impacts are felt before default risk is acknowledged,
according to the notion. Default is linked to credit risk and
can be evaluated by the duration of time a debt is left unpaid
beyond its due date [24].
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3. Methodology
3.1. Research Design

A research design outlines how the problem will be
addressed. A research design's purpose is to make sure that
the evidence gathered allows the study to answer the research
question as clearly as feasible. The mixed research design,
which combines qualitative and quantitative methodologies,
was used [25]. The study intends to collect information from
respondents on their attitudes and opinions on determinants
of financial risk, therefore cross-sectional survey method was
used. This was most suitable because it involves collecting

information from the people on their habits, opinions,
attitudes and any other educational or social issues [26]. The
quantitative design was also used. This data was extracted
from the questionnaires as well as from the insurance
database, the profit and loss accounts and balance sheets of
the selected listed insurance companies in Rwanda.

3.2. Target Population of the Study

Individuals, events, or objects that all share a same
observable quality [27]. In other terms, population is the total
of everything that meets a set of criteria. The cooperatives
listed have a target population of 60 people.

Table 1. Target population.

wn
=

Name of Cooperatives

Population

RWANDA SOCIAL SECURITY BOARD (RSSB)
MILITARY MEDICAL INSURANCE (MMI)
SONARWA LIFE ASSURANCES GENERAL LTD
SANLEM ASSURANCES VIE LTD

PRIME LIFE INSURANCE

MUA RWANDA

PRIME LIFE ASSURANCE RWANDA LIMITED
RADIANT INSURANCE COMPANY

BRITAM INSURANCE COMPANY RWANDA LTD
BK GENERAL INSURANCE COMPANY LTD
MAY FAIR INSURANCE COMPANY RWANDA LTD
RADIANT YACU LTD

TOTAL
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3.3. Sample Size

The researcher used a stratified random sampling technique, which means that every unit in the sampling frame has an equal
chance of being drawn and appearing in the sample. To ensure equitable representation, the researcher employed a sample

representative from each of the strata indicated.

Table 2. Sample Size.

Sn Name of Cooperatives Population Sample size
1 RWANDA SOCIAL SECURITY BOARD (RSSB) 4 4
2 MILITARY MEDICAL INSURANCE (MMI) 4 4
3 SONARWA LIFE ASSURANCES GENERAL LTD 4 4
4 SANLEM ASSURANCES VIE LTD 5 5
5 PRIME LIFE INSURANCE 5 5
6 MUA RWANDA 6 4
7 PRIME LIFE ASSURANCE RWANDA LIMITED 6 4
8 RADIANT INSURANCE COMPANY 6 4
9 BRITAM INSURANCE COMPANY RWANDA LTD 6 3
10 BK GENERAL INSURANCE COMPANY LTD 5 4
11 MAY FAIR INSURANCE COMPANY RWANDA LTD 6 3
12 RADIANT YACU LTD 3 1
TOTAL 60 45

3.4. Sample and Sampling Techniques

The Insurance businesses whose financial accounts were
studied and analyzed were chosen at random. This ruled out
any possibility of doing business because the chosen group
comprised aspects that were reflective of the complete
group's traits. Because it was evident which personnel in the

organization had knowledge and access to the information
required in the study, purposive sampling was employed to
determine the individual respondents in the Insurance
companies. Listed insurance companies were selected for this
study because they are believed to be information rich due to
their diversity hence a source of an in-depth analysis. The
sample size was computed using a percentage of 75 percent



Journal of Finance and Accounting 2022; 10(5): 230-237 234

and 30 percent sample size, which is a decent representation
of the target population, out of the sixty (60) insurance
businesses listed on the National Bank of Rwanda as of
January 2012.

S=75%xN
S = required sample size
N = the population size

S=75% x60=45

4. Data Processing and Analysis

The data was collected and analyzed using descriptive and
inferential statistics to meet the study's objectives. In this
study, descriptive data was analyzed using the Statistical
Package for Social Sciences (SPSS) version 21 while
quantitative data was analyzed using advanced Microsoft
Excel. Descriptive statistics such as mode, median, mean,
and standard deviation were used to analyze the data.

The findings in Table 3 illustrates that 50% of the
respondents had Bachelor’ level of education, while 30% of

the respondents had master’s level of Education and 20% had
attained Secondary level. The findings imply that most of the
respondents had high level of education which could have
contributed to accurate responses. The high level of
education of respondent indicates that many managers in the
insurance sector have attained a given level of education
hence more knowledge on financial management practices in
the organizations.

Table 3. Level of Education.

Level of education Frequency Percentage
Secondary level 12 20
Bachelor level 30 50

Post graduate level 18 30

Total 60 100

4.1. Claims Management Policies

This section aims at finding out whether claims
management policies affect organizational performance of
insurance companies in Rwanda. Please indicate your
agreement or otherwise with the following statements using
the following likert scale. Key: l=strongly disagree, 2=
disagree; 3=neutral; 4= agree; 5= strongly agree.

Table 4. Claims Management Policies.

Statement Strongly Agree Neutral Disagree S?rongly
agree disagree
1 Monthly targets for each department, directed by departmental targets, are very important 31.7% 43% 20.4% 32% 1.8%
to our corporate management.
2 Claims management procedures are a major factor in a company's financial success. 34% 32% 20% 8% 8%
3 Every month, the company does a variance analysis to check performance. 33% 37% 15% 8% 7%
4 In paying claims, the company ensures that the proper procedures are followed. 35% 40% 15% 5% 5%
5 To combat fraud, our organization has implemented claim settlement policies. 40% 35% 10% 10% 5%
6 The production of monthly financial statements is critical in the company's claim 38% 329 12% 10% 3%

management.

Our company's management is quite strict about each
employee's monthly goals. Most respondents strongly agree
(31.7%) that firm management is particular about monthly
targets for each department as guided by departmental
targets, whereas 20.4% were indifferent, 3.2% disagree, and
1.8% disagree. Putting in place performance measurement
systems can be a valuable tool for keeping track of a
company's success. Any successful business relies on strong
management [28]. Employees are crucial, but it is
management who takes the strategic decisions in the end.

Most respondents strongly agree (34%) that claims
management practices are a crucial driver of a company's
financial performance, with 32% agreeing, 20% neutral, 8%
disagreeing, and 8% strongly disagreeing. In most sectors of
the economy, insurance companies play a critical role in
contributing to effective resource allocation through risk
management. Since the dawn of civilization, insurance has
existed in the form of mutual assistance. Majority of
respondents (33%), strongly agree that company conduct
variance analysis every month as a way of monitoring
performance, 37% agree with the statement, 15% were

neutral, 8% disagree and 7% strongly disagree. One method
of budget monitoring is variance analysis. It identifies the
source of the deviation and aids in the implementation of
management actions to bring the budget back online.
Majority of respondents (35%) agreed that results agree with
those of [29] who studied company ensures that the correct
procedures are followed in settling claims, while 40% agreed
with the statement, 15% were neutral, 5% disagree and 5%
strongly disagree with the statement. Claim Procedures and
the Claim Adjustment Process, according to the author, the
process of determining coverage, legal culpability, and
settling a claim is known as claims adjusting.

4.2. Working Capital Management

This section aims at establishing the effect of working
capital management on financial performance of insurance
companies in Rwanda. Please indicate your agreement or
otherwise with the following statements using the following
likert scale. Key: I=strongly disagree, 2= disagree;
3=neutral; 4= agree; 5= strongly agree.
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Table 5. Working Capital Management.

SN  Statement Strongly Agree Neutral Disagree S.trongly
agree disagree

| The handllng of premiums in arrears is critical to the company's ability to increase gross 31.7% 43% 20.4% 329, 1.8%
premiums.

) C.red%tors are used to manage cash flow deficits and keep strong performance from 349% 3294 20% 8% 8%
slipping away.

3 The organization always maintains optimal cash levels. 33% 37% 15% 8% 7%

4 ?:telf)rzres cash flow estimates in order to detect potential surpluses and shortfalls in the 40% 30% 10% 10% 10%

5 The importance of working capital in attaining high profits cannot be overstated. 35% 40% 15% 5% 5%

6 Our organization has adequate cash on hand to satisfy its obligations as they become due.  37% 43% 10% 6% 4%

The study conducted strongly agreed and agreed (74.7%)
that good management of premium in arrears is key to having
increased gross premiums for the company, 20.4% were
neutral while 5% disagreed with the statement. Arrears is a
financial and legal phrase that refers to an obligation or debt
that has not been paid by the due date. [30].

According to the study, 34% of respondents strongly agree
that creditors are employed to control cash flow deficits and
avoid loss of good performance, while 36% agree, 20% are
neutral, 8% disagree, and 8% severely disagree. Credit as a
payment option allows clients to buy things or services
without having to pay in advance. [31].

The study indicated that 33% strongly agree that Optimal
cash balances are always maintained by the company, 37%
agree, 15%% are neutral, 8% disagree while 7% strongly
disagree. Most of the respondents (37%) agree that well

optimal cash balances are always maintained by the company.

The study indicated that 40% of respondents strongly
agree and prepares cash flow forecasts, identify future
surpluses and deficits, 30% agree, 10% neither agree nor
disagree, 10% disagree and 10% strongly disagree. Cash flow
predictions are an important approach in the financial
management of any non-profit organization, according to the
majority of respondents (70%), since they assist non-profit
organizations better plan.

The study indicated that 35% of the respondents strongly

agree that the working capital is key to achieving high
profits, while 40% agree, while 15% are neutral while 5%
disagree and strongly 5% disagree with the statement. The
majority of respondents (75%) agree that having adequate
working capital is critical to earning high profits. The study
indicated that 37% of the respondents strongly agree that
institution has enough cash to meet its obligations effectively
as and when they fall due, while 43% agree, 10% neither
agree nor disagree, 6% disagree while 4% strongly disagree.
Most respondents (80%) think that the high company must be
able to earn enough cash to pay its immediate obligations and
hence continue trading.

4.3. Relationship Between Claims Management Policies
and Financial Performance

The association between claims management policies and
ROA was determined using simple regression. The data was
thus fitted with the regression model Y=0 + 4X4+, and the
model was found to be significant. R and R” were 0.248 and
0.062, respectively, according to Table 6. There was a
positive linear link between claims management policies and
insurance firm ROA, as indicated by the R value of 0.248.
The independent variables' explanatory power was 0.062,
according to the R? value. This suggests that the model Y=0
+ 4X4+ explained 6.2% of the variation in ROA.

Table 6. Model Summary.

Model R R Square Adjusted R

square Std. Error of the Estimate

1 .396.157 154

32.994 48760

a. Predictors: (Constant), Claims Management Policies

The findings of the analysis of variance were presented in
Table 6 (ANOVA). The total model was significant because
the F statistic of 5.976 was greater than the threshold F value
of 3.88 with (1, 219) degrees of freedom at the P=0.05 level
of significance. The reported p value of 0.000 was less than

0.05, indicating that the coefficient in the fitted equation was
not equal to zero, signifying a good fit, and so claims
management procedures influenced financial performance,
according to the simple regression fitted.

Table 7. ANOVA.

Model Sum of square df Mean square f sig
Regression 32.994 1 32.994 7.487 0.015
Residual 45.935 219 210

Total 78.929 220

a. Dependent Variable: ROE
b. Predictors: (Constant), working capital management
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4.4. ANOVA

The findings of the analysis of variance were presented in
Table 7. (ANOVA). The overall model was not significant
since the F statistic of 2.396 was less 112 than the required F
value of 3.88 with (1, 219) degrees of freedom at the P=0.05
level of significance. The reported p value of 0.123 was more
than 0.05, indicating that the coefficient in the fitted equation
was not equal to zero, signifying a decent fit. However, based
on the basic regression fitted, working capital management
had no effect on ROE.

As shown in Table 7, the coefficients to the model Y=
0.427+ 0.0109X5 estimations were significant at the 0.05
level of significance. Because the significance was 0.015,
which was less than 0.05, this was the case. The constant
term implied that the ROA of insurance businesses in
Rwanda is 0.427 units at 0% working capital management.
The coefficient of 0.109 indicates that a one-unit increase in
working capital management boosts ROA by 0.109 units.

The F statistic, which had a p value of 0.123, was also
shown in Table 7's results. The F-p statistic's value was more
than 0.05, indicating that the coefficient in the fitted equation
was not equal to zero, implying a good fit. This meant that,
based on the simple regression model, working capital
management had just a minor impact on ROE.

5. Recommendation

5.1. Claims Management Policies and Financial
Performance

Insurance businesses should maintain an optimal capital
structure and make sure that their financing facilities are
fully utilized in accordance with their capabilities.
Furthermore, it is recommended that insurance businesses
create capital structure decisions that will result in
increased tax savings. A claims manager should develop
strategic strategies to ensure that insurance claim complaint
files are appropriately maintained, monitored, and handled
for future demands that may need their utilization. Second,
state-of-the-art training mechanisms should be put in place
to enhance and improve a claim officer's working pattern,
which will definitely affect insurance businesses'
organizational efficiency. These best practices will aid the
company in establishing a strong basis for achieving its
policy and process management objectives.

5.2. Working Capital Management

The findings revealed that the combined effect of working
capital management, capital budgeting techniques, capital
structure decisions, claims management policies, and
corporate governance on the financial performance of
Rwandan insurance companies is greater than the individual
effect of financial management practices. Working capital
management is critical since it affects a company's
profitability, risk, and, ultimately, value. A more aggressive

working capital strategy with a low working capital
investment is associated with a higher return and risk,
whereas a conservative working capital strategy with a high
working capital investment is associated with a lower return
and risk. Financial managers should enhance working capital
investment by extending the time for the average payment
period to improve the profitability of their companies.
Financial managers should aim for an ideal working capital
balance that balances costs and benefits while optimizing
profitability and, by extension, shareholder value. Financial
managers should strive for optimal working capital that
balances costs and benefits while increasing profitability and,
by extension, shareholder value.

6. Conclusion

6.1. Working Capital Management and Financial
Performance

Management and financial management actions, such as
budgeting and revenue management, include ways to ensure
that government decisions and actions affect the country.
Public financial performance management is seen as an
integral part of successful governance and needs to lead to
cultural, operational, and people change. The results show
that working capital management had a positive and
statistically significant impact on the financial performance
of Rwandan insurers. The coefficient results show that the
characteristics of the company had a moderate impact on the
relationship between working capital management and
financial performance of Rwandan insurers.

6.2. Claims Management Policies and Financial
Performance

Performance assessment, on the other hand, helps
companies understand different aspects of their business by
helping them analyze their performance over a period and
predict future performance. Regression analysis results show
that leverage, size, capital, growth, and liquidity are the most
important determinants of performance in the life insurance
sector, while ROA is not statistically significant with age or
tangibility. It shows that. As the results show, liquidity
negatively impacts profitability and further impacts a
company's effective risk management practices. In addition,
the test results provided sufficient statistical evidence for
moderation. It is the policy of claim management that can
sustainably bring excellent financial performance to
insurance companies.
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