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ABSTRACT 

This study investigated the correlation between risk management, stakeholder engagement, and 

ESG sustainability among commercial banks and insurance companies in Uganda.  This study 

primarily focused on the following objectives: to analyze the relationship between risk 

management and ESG sustainability among commercial banks and insurers in Uganda, to explore 

the relationship between stakeholder engagement and ESG sustainability among commercial 

banks and insurers in Uganda, and to assess the combined impact of risk management and 

stakeholder engagement on ESG sustainability among commercial banks and insurers in Uganda. 

The research employed a cross-sectional design, utilizing a sample of 58 commercial banks and 

insurance companies in Uganda. The data underwent reliability testing, was analyzed with SPSS 

v23, and the results were presented according to the study objectives. The findings indicated a 

substantial and affirmative correlation between risk management and ESG sustainability within 

commercial banks and insurers in Uganda. Moreover, the findings revealed a substantial positive 

correlation between stakeholder involvement and ESG sustainability within commercial banks and 

insurers in Uganda. Risk management and stakeholder engagement account for 14.9% of the 

variance in ESG sustainability among commercial banks and insurance companies in Uganda. 

Furthermore, stakeholder engagement emerged as a more robust predictor of ESG sustainability 

among commercial banks and insurers in Uganda than risk management. Consequently, the report 

advised that commercial banks and insurers in Uganda prioritize stakeholder management to attain 

ESG sustainability. This can be achieved by fostering enthusiasm, commitment, and engagement 

among personnel during task execution. Additional research may be undertaken to identify other 

predictors of ESG sustainability among commercial banks and insurers in Uganda, as the 

independent variables currently account for just 14.9% of the variance.
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CHAPTER ONE 

INTRODUCTION 

1.1 Introduction 

This chapter includes the background of the study, problem statement, objectives, research 

questions, scope, significance, and conceptual framework. 

1.2 Background to the Study 

Organizations that actively manage environmental, social, and governance (ESG) sustainability 

creates value for both business and society (Taliento et al., 2019). Businesses can improve their 

reputation, cut waste, boost operational efficiency, and obtain a competitive edge by implementing 

ESG sustainability practices. In the end, this can enhance environmental, social, and economic 

(ESE) performance and shared value (Alsayegh et al., 2020). ESG sustainability initiatives also 

reduce profit volatility, provide more attention to sustainable development, and offer easier access 

to cheaper financing (Kumar, 2020). Banks and Insurance companies drive sustainable 

development (Radzi et al., 2023). Many commercial banks have historically ignored their direct 

environmental and social footprints in favor of focusing solely on environmental issues like 

building energy use, employee relations, and the impact on local communities, even though they 

are exposed to risks from the organizations they fund (Nwobu, 2017). 

Literature suggests that risk management (Gaganis et al., 2023; Landi et al., 2022) and stakeholder 

management (Vural‐ Yavaş, 2021) influence ESG sustainability among banks and insurance 

companies. The stakeholder-oriented management theory, as explained by Freeman and 

Dmytriyev (2017), suggests that ESG sustainability is enhanced through improved stakeholder 

engagement. The legitimacy theory by Dowling and Pfeffer (1975) also supports this viewpoint. 

Businesses that actively participate in ESG sustainability initiatives can increase their long-term 
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worth by upholding their environmental commitments, enhancing their reputation, and carrying 

out their social duties (Rezaee, 2016). According to the legitimacy theory, companies voluntarily 

sustain ESG practices to signal compliance with societal expectations and norms (Alsayegh et al., 

2020). Şeker and Şengür (2021) argue that firms must maintain their socially acceptable status, 

which can be understood through the legitimacy theory. Thus, by implementing ESG principles, 

managers who possess more or better-quality corporate information than different stakeholders are 

less likely to make wrong selections, and information asymmetry will be reduced. (Rezaee, 2016). 

Although there are empirical studies on ESG sustainability in Uganda (Akware, 2023; Ashraf et 

al., 2022; Bananuka et al., 2022), further research is needed to address the gaps in these studies. 

The study by Akware (2023) focused on the environmental impacts of financial institutions but 

could lack an exploration of how risk management practices influence these impacts. In their study 

by Ashraf et al. (2022), while they examined social governance in microfinance institutions, did 

not delve into stakeholder engagement in commercial banks and insurance companies. The study 

by Bananuka et al. (2022) analyzed ESG reporting practices but did not consider how internal risk 

management strategies or stakeholder engagement processes contribute to effective ESG 

outcomes. The existing studies mainly focused on one category of financial institutions, and a few 

of them examined risk management and stakeholder engagement as factors influencing ESG 

sustainability while considering several categories of financial institutions in Uganda. Thus, by 

investigating the impact of risk management and stakeholder engagement on ESG sustainability 

among Ugandan commercial banks and insurance providers, this study seeks to close these gaps. 

In Uganda, the financial services sector has made progress in the sustainability of ESG, as 

demonstrated by the annual FiRe awards organized by the Institute of Certified Public Accountants 

of Uganda (ICPAU) (Bananuka et al., 2021). According to ICPAU, except for 2013, 2015, and 
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2020, commercial banks and insurance companies consistently won the best sustainability report 

award from 2012 to 2020. However, it has been noted that out of the 25 commercial banks in 

Uganda, only a few, such as Centenary Bank, Stanbic Bank, and DFCU Bank, have included ESG 

disclosures in their financial reports (Taurigana, 2021). This suggests that the practice of including 

ESG disclosures in the annual reporting process among financial institutions in Uganda is still low. 

Some commercial banks have failed to meet minimum environmental, social, and governance 

standards and, as a result, have not made relevant disclosures regarding these activities (Bank of 

Uganda, 2023). Additionally, ESG sustainability is voluntary, as commercial banks and insurance 

companies have no legal requirement to disclose sustainability matters in their reports to 

stakeholders (Akware, 2023). Given all these advantages and challenges, it is against this 

background that the researcher carried out this research. 

1.3 Statement of the Problem 

ESG integration can improve a company's non-financial performance metrics, including customer 

satisfaction, market receptiveness, reduced debt costs, and the societal value it delivers to 

stakeholders. This can lead to a competitive advantage for the firm over time (Mohammad & 

Wasiuzzaman, 2021). In Uganda, the government has emphasized the significance of companies 

incorporating environmental, social, and governance practices to achieve NDPIII targets and the 

Sustainable Development Goals (SDGs) (NDPIII, 2020). However, commercial banks and 

insurers have not taken sufficient action to incorporate ESG factors into their operational processes 

and strategic management approach (BOU, 2020). Commercial banks lack transparency and 

comparability in climate transition, ESG methodologies, and metrics (OECD, 2022). Additionally, 

insurers have not actively participated in ESG activities or disclosed their engagement in these 

activities publicly (BOU, 2022; Ashraf et al., 2022). The failure to implement ESG practices 
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among banks and insurers, combined with the increasing impacts of climate change, may be 

attributed to inadequate risk management (Landi et al., 2022) and a lack of engagement with 

stakeholders (Vural‐ Yavaş, 2021). Therefore, this study examined the relationship between risk 

management, stakeholder engagement, and ESG sustainability in commercial banks and insurers 

in Uganda. 

1.4 Purpose of the Study 

This study investigated the relationship between risk management, stakeholder engagement, and 

ESG sustainability among commercial banks and insurers in Uganda. 

1.5 Objectives of the Study 

i. To examine the relationship between risk management and ESG sustainability among 

commercial banks and insurers in Uganda. 

ii. To investigate the relationship between stakeholder engagement and ESG sustainability 

among commercial banks and insurers in Uganda. 

iii. To examine the combined effect of risk management and stakeholder engagement on ESG 

sustainability among commercial banks and insurers in Uganda. 

1.6 Research Questions 

i. What is the relationship between risk management and ESG sustainability among 

commercial banks and insurers in Uganda? 

ii. What is the relationship between stakeholder engagement and ESG sustainability among 

commercial banks and insurers in Uganda? 

iii. What is the combined impact of risk management and stakeholder engagement on ESG 

sustainability among commercial banks and insurers in Uganda? 
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1.7 Scope of the Study 

1.7.1 Subject Scope 

This study focused on the impact of risk management and stakeholder engagement (Independent 

variables) on the ESG sustainability (dependent variable) of commercial banks and insurers in 

Uganda.  

1.7.2 Geographical Scope 

The study was carried out on financial institutions in Uganda.  The study concentrated on 

commercial banks and insurance companies because they serve as the backbone of the financial 

sector (Bank of Uganda, 2020; IRA, 2020). 

1.7.3 Time scope  

The study was carried for a duration of 5 months from April to Sept 2024. The literature review 

covered a period of 12 years up to date. The researcher completed all the research processes 

within that time period 

1.8 Significance of the Study 

i. The research findings may provide valuable guidance for senior executives of commercial 

banks and insurers to enhance ESG sustainability within these organizations. 

ii. This research may contribute to understanding risk management, stakeholder engagement, and 

ESG sustainability practices within Uganda's commercial banking and insurance sectors. 

iii. The study may help students conceptualize the study variables and use them to identify the 

areas for further research. 

iv. The study may act as a foundation for future academic research into the factors influencing the 

financial performance of insurers and commercial banks in the financial industry. 
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1.9 Conceptual Framework  

 

 

 

 

 

Source: Developed and modified by the researcher based on (Waterman & Tulirinya, 2021; 

Mohammad & Wasiuzzaman, 2021; Landi et al., 2022; Vural‐ Yavaş, 2021; Simões & Sebastiani, 

2017; Loor Alcívar et al., 2020; Radzi et al., 2023; Izcan & Bektas, 2022)  

Description of the Conceptual Framework 

This study was designed to treat the ESG sustainability of commercial banks and insurers as a 

dependent variable and risk management and stakeholder engagement as predictor variables. The 

framework illustrates that Risk management was measured by risk identification, analysis, and 

control (Waterman & Tulirinya, 2021; Crawford et al., 2014). Stakeholder engagement was 

measured by vigor, dedication, and absorption (Michelle, 2014; Bakker et al., 2010; Seppala et al., 

2008).  ESG sustainability among commercial banks and insurers was evaluated based on social, 

economic, and environmental factors, utilizing the frameworks by (Sebastiani, 2017; Loor Alcívar 

et al., 2020; Radzi et al., 2023; Izcan & Bektas, 2022). The conceptual framework above derives 

from the view that risk management and stakeholder engagement enhance the ESG sustainability 

of commercial banks and insurers in Uganda.  

  

Risk Management 

 Risk Identification 

 Risk Analysis 

 Risk Control  

Stakeholder Engagement 

 Vigor  

 Dedication  

 Absorption  

ESG Sustainability 

 Environmental  

 Social 
 Governance  
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction   

This chapter covers the perspectives of previous scholars on the study variables, beginning with 

theoretical, conceptual, and empirical reviews. It demonstrates the interconnections between the 

study variables by the defined objectives. 

2.2 Theoretical Review  

To understand ESG sustainability, the study was based on Dowling and Pfeffer's (1975) legitimacy 

theory. According to legitimacy theory, a company must behave according to social norms and 

values to survive (Dowling & Pfeffer, 1975). The theory can explain why financial institutions 

(FIs) adopt sustainable reporting practices, like ESG, in response to the global demand for such 

practices. Legitimacy theory explains a company's behavior in developing and implementing 

voluntary environmental, social, and governance information disclosure (Baldini et al., 2018). 

Maintaining ESG can assist in lowering the knowledge gap and avoiding unfavorable selections, 

as executives adopt ESG sustainability to declare their social, environmental, and governance 

responsibility objectively (Meutia et al., 2022). According to legitimacy theory, a company must 

behave according to social norms and values to survive (Dowling & Pfeffer, 1975).  Therefore, 

this study provides a solid basis for commercial banks and insurers in Uganda to achieve ESG 

sustainability. 

he stakeholder theory, particularly as articulated by Freeman and Dmytriyev (2017), provides a 

compelling framework for understanding how effective stakeholder engagement contributes to 

Environmental, Social, and Governance (ESG) sustainability. Stakeholders may support a 

company's success if it can manage these connections successfully (Zhang et al., 2020). Drawing 
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on the stakeholder theory by Freeman and Dmytriyev (2017), it has been shown that ESG 

sustainability is enhanced through improved stakeholder engagement. All stakeholders that may 

influence the business performance, including shareholders, financiers, clients, consumers, 

communities, and other interested parties, must be considered by commercial banks and insurers 

in order to create long-term ESG sustainability value (Alsayegh et al., 2020). Businesses whose 

stakeholders participate in ESG sustainability initiatives will increase their long-term value by 

enhancing their reputation, meeting environmental and social duties, and fulfilling social 

commitments (Rezaee, 2016). stakeholder theory provides a vital lens through which to view ESG 

sustainability. By recognizing and actively engaging with all stakeholders, commercial banks and 

insurance companies can enhance their ESG practices, ultimately leading to improved 

performance, reputation, and long-term value. This integrated approach not only aligns with ethical 

and social responsibilities but also positions these institutions favorably in an increasingly 

sustainability-focused financial landscape. As such, prioritizing stakeholder engagement is 

essential for achieving meaningful and lasting ESG sustainability. 

2.3 Environmental, Social, and Governance Sustainability  

Companies that follow the concepts of ESG can optimize value for all stakeholders (Egorova et 

al., 2022). Because ESG sustainability is employed as a metric to assess companies according to 

corporate responsibility, it has become a crucial component of stakeholders' decision-making 

processes (Jama & Horstad, 2022). By putting into practice, a business plan that prioritizes the 

social, environmental, and governance aspects of conducting business, ESG sustainability seeks 

to generate long-term stakeholder value (Camilleri, 2017). According to Ashwin Kumar et al. 

(2016), ESG sustainability quantifies a company's long-term vulnerability to industrial material 

environmental, social, and governance risks. It describes the firm's governance in-depth, covering 
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board independence, operations, efficacy, and openness (Definitive, 2022; White, 2022). The triple 

notion of social, economic, and governance components combined into stakeholder management 

embodies ESG sustainability (Budsaratragoon & Jitmaneeroj, 2021). 

The literature states that ESG sustainability comprises environmental, social, and governance 

components (Radzi et al., 2023; Izcan & Bektas, 2022; Emerick & Matos, 2020). The 

environmental dimension, according to Alareeni and Hamdan (2020), evaluates a company's 

efforts to safeguard the environment, including reducing carbon emissions and mitigating climate 

change, managing waste and pollution generated during production, making effective use of 

energy, and keeping an eye on deforestation and biodiversity. An organization's view of people 

and connections is reflected in the social dimension. Community engagement, staff involvement, 

gender and diversity concerns, consumer satisfaction, data security and privacy preservation, and 

observance of labor laws and human rights are all included (Buallay, 2019). According to Alareeni 

and Hamdan (2020), the governance component addresses bribery and corruption prevention, 

board composition, political contributions, executive compensation, lobbying, and whistleblower 

programs. 

2.4 Risk Management  

Risk management involves the process by which an organization identifies and addresses potential 

risks that could affect its operations, analyzes threats, considers alternatives, and decides whether 

to accept or mitigate those threats before they start impacting the organization's operations 

(Stanton, 2012). It may also be considered a management process that necessitates that a company 

evaluate the different risks that affect its worth and develop an organizational-wide plan to control 

such risks to increase productivity (Meulbroek, 2012). Banner et al. (2014) claim that risk 

management is a value-adding tactic to increase a company's profit by providing a thorough 
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overview of all risky activities, developing recovery plans, and routinely monitoring day-to-day 

operations. The steps in the risk management process are risk identification, risk analysis, and risk 

control, as stated in ISO 31000:2018. One of the main obstacles in risk management is the absence 

of systematic and distinctive risk detection techniques that provide particular project taxonomies 

based on lessons gained from comparable projects (Pellerin & Perrier, 2019). 

2.5 Stakeholder Engagement  

According to Erkul et al. (2016), stakeholder engagement recognizes and responds to stakeholders' 

needs, values, and concerns. Stakeholders can work together to improve comfort and quality of 

life, reduce negative project impacts, and increase project sustainability through a well-managed 

stakeholder engagement approach (Achman, 2013). According to Seppala et al. (2008), 

stakeholder engagement can be characterized by energy, dedication, and absorption. When used 

successfully, it can lead to improved performance. According to Schaufeli and Bakker (2003), 

vigor is defined as being fully charged with energy and resilience in one's work, even on a typical 

"dull" day when nothing particularly noteworthy occurs. It means remaining highly energized 

despite trying circumstances (Hallberg, 2005). Pride in one's work and the conviction that one's 

achievement matters are characteristics of dedication (Hallberg, 2006). It includes having a strong 

sense of purpose in one's job and feelings of inspiration, challenge, pride, and passion. The term 

"abstraction" refers to being absorbed in one's work, unaware of the outside world, and losing track 

of time, for example, failing to notice that a coffee break is about to end (Hallberg, 2006). 

According to Inceoglu and Warr (2012), it is typified by intense focus and fully immersing oneself 

in project activities, making it challenging to step back. 
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2.6 Risk Management and ESG Sustainability 

Commercial banks and insurers that have succeeded attribute their accomplishments to effective 

risk management strategies, which involve identifying, analyzing, and controlling risks (Mwelu et 

al., 2023). These strategies enable firms to assess and quantify risks that could affect their 

environmental, social, and governance (ESG) sustainability (Leaver & Reader, 2016). In today's 

economic environment, ESG goals are increasingly important in shaping risk management 

frameworks, particularly within corporate social responsibility (CSR) issues (Landi et al., 2022). 

Previous studies indicate a close relationship between risk management and ESG sustainability. 

For example, Capelli et al. (2021) argue that analyzing CSR hazards may enhance financial risk 

assessment by fusing conventional risk management models with entropy analysis related to ESGs. 

In order to be effective, risk management systems must consider ESG risks when evaluating 

investment portfolios. For investors, considering ESG factors in investment decisions is mainly 

driven by risk management considerations. However, the integration of ESG is hindered by the 

lack of comparable, easily accessible, and high-quality quantitative ESG data (CFA Institute, 

2017). Some research highlights the indirect association between ESG sustainability and a firm's 

risk profile because of the direct relationship between ESG and the complete financial capital 

structure involving equity and debt financing (Cai et al., 2016). The commitment to ESG as a risk 

mitigation factor has significant implications for the equity and bond markets. Consequently, the 

potential direct association between ESG advancements and default probability holds noteworthy 

implications for the debt financing market (Ghannadighomi et al., 2023). 

2.7 Stakeholder Engagement and ESG Sustainability 

Processes for engaging stakeholders improve public value. Information about how businesses 

create these procedures aids stakeholders in evaluating the legality and competitiveness of 
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businesses. This is especially important for the public utility industry, as building public trust is 

essential to creating value (Bonetti et al., 2023). Engaging stakeholders can help create value for 

stakeholders and society and may also be a source of competitive advantage (Stocker et al., 2022). 

In their study, Romero et al. (2019) discovered that integrated reports are less high-quality than 

sustainability reports. The results also showed that Spanish businesses communicate with all 

parties, not just shareholders. According to Barko et al.'s study from 2022, companies that include 

stakeholders usually have high stock turnover, are large and prominent, perform well, and have 

low ESG sustainability. ESG ratings are impacted by engagement. When companies with low ex-

ante ESG ratings accede to activist demands, their ratings rise. However, when their ESG problems 

are made public, businesses with high ex-ante ESG ratings notice a drop in their rating. 

Furthermore, Dimson et al. (2015) found that participating companies had superior corporate 

governance prior to investor activism. Boubakri et al. (2016) state that the aggregate degree of 

these governance provisions varies between involved and non-involved organizations. 

2.8 The Effect of Risk Management and Stakeholder Engagement on ESG Sustainability 

The body of current literature demonstrates the impact of stakeholder involvement and risk 

management on ESG sustainability. For example, Vural-Yavaş (2021) discovered that businesses 

employ ESG practices as risk-reduction strategies during high uncertainty periods, much like they 

would with insurance. The findings support stakeholder theory by showing that companies 

improve their ESG sustainability practices to reduce corporate risk-taking and participate in value-

adding activities in uncertain times, increasing stakeholder engagement.  Higher investor 

uncertainty about business sustainability performance may result from different goals held by 

investors and investees, according to research by Landi et al. (2022). It is interesting to note that 

an overall ESG evaluation is linked to high systemic uncertainties for businesses. A corporate 
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environmental rating has an upward influence on the same risk dimension. According to research 

by Husted and de Sousa-Filho (2017), in-house and outsourced projects result in lower ESG 

performance than collaborative sustainability projects. Furthermore, they emphasized that country 

risk and stakeholder orientation are the two nation-level variables affecting these interactions. 

According to Rjiba et al. (2020), CSR involvement lessens the detrimental effects of EPU on 

business performance. According to Borghesi et al. (2019), companies that uphold social 

responsibility preserve their worth even in unpredictable times. Ongsakul et al. (2019) looked at 

the effect of managerial ownership on CSR under uncertainty to provide proof of the insurance-

like role of CSR involvement. Their study found that in uncertain times, companies with higher 

managerial ownership tend to make larger investments in CSR. Additionally, Zhang et al. (2018) 

showed a favorable correlation between EPU and CSR activity for Chinese companies. According 

to their results, businesses can demonstrate their commitment to stakeholders by taking part in 

ESG initiatives when times are risky. 

To summarize, the body of research mostly bolsters the idea that social and environmental 

responsibility is a type of insurance during uncertain times (Borghesi et al., 2019; Ongsakul et al., 

2019; Rjiba et al., 2020). Companies are expected to increase their stakeholder participation in 

times of danger to take advantage of the protective feature of ESG sustainability, which validates 

management theories. 

The existing literature robustly demonstrates the significant impact of stakeholder engagement and 

risk management on enhancing ESG sustainability. For instance, Vural-Yavaş (2021) highlights 

that businesses leverage ESG practices as risk-reduction strategies during periods of high 

uncertainty. Intriguingly, increased investor uncertainty regarding sustainability performance 

often arises from conflicting goals between investors and investees, as Landi et al. (2022) noted. 
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This misalignment can complicate assessing a company’s ESG efforts, emphasizing the need for 

transparent communication and alignment of objectives among all stakeholders.  From the 

researcher's perspective, companies must enhance their stakeholder participation during crises to 

leverage the protective aspects of ESG sustainability. This approach not only aligns with 

management theories but also positions firms favorably in an increasingly complex business 

environment. Going forward, it is critical to explore how financial institutions, particularly in 

Uganda, can adopt these insights to improve their ESG frameworks. By fostering deeper 

stakeholder engagement and integrating risk management practices, they can navigate 

uncertainties more effectively and contribute to sustainable development in the region. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1 Introduction 

The research design, study population, sample sizes and procedures, data sources and collecting 

tools, variable measurement, validity and reliability, data presentation and analysis, expected 

limits, and ethical issues are all covered in length in this chapter. 

3.2 Research Design 

This study used a cross-sectional survey design to analyze data collected from a population or a 

representative subset at a specific time (Mukyala et al., 2017). The study used a quantitative 

methodology to examine how Ugandan commercial banks and insurers relate to risk management, 

stakeholder engagement, and ESG sustainability. A regression design determined the extent to 

which the independent factors account for the dependent variable, while a correlation design 

clarified the relationship between the study's variables. 

3.3 Population of the study 

The study population included 27 licensed commercial banks (Bank of Uganda, 2024) and 33 

insurance firms (IRA, 2024), giving a total population of 60 institutions (Appendix 2). 

3.4 Sample size and sampling techniques 

26 commercial banks and 32 insurance companies were sampled for the study using Krejcie and 

Morgan's (1970) sample determination table (Appendix 3).  The study used a straightforward 

random sampling technique in which every institution had an equal chance of being chosen. This 

method involved writing all the banks and insurers on a separate piece of paper to form a sampling 

frame. The study also applied purposive sampling to select 1 respondent (board of directors or 
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director of legal affairs) per institution since they have appropriate knowledge about ESG 

sustainability. 

The unit of analysis was commercial banks and insurers in Uganda. In contrast, the unit of inquiry 

was one participant (the board of directors or director legal affairs) directly involved in ensuring 

ESG sustainability in each selected organization. This is because this person is essential to the 

institution's decision-making process and is thought to know the organization's performance. 

3.5 Data Sources 

This study made use of both primary and secondary data. A questionnaire with closed-ended 

questions on 5-point Likert scales was used by the researcher to gather primary data. Additionally, 

recent reports on risk management, stakeholder engagement, and ESG sustainability among 

commercial banks and insurers in Uganda were used as secondary data sources. 

3.6 Data collection instrument 

A self-administered questionnaire was used to gather data from the participants. Since the study is 

quantitative, this questionnaire only included closed-ended items. Although some argue that open-

ended questions can be quantified, close-ended questions are sufficient to fulfill the study 

objectives. The questionnaire method was chosen because it is necessary to obtain reliable data 

from many respondents within a short period (Mwesigwa, 2019). Additionally, this method is 

preferred for its cost-effectiveness and because it allows respondents to remain anonymous, 

promoting honesty, especially when sensitive topics are involved, as is the case in this study 

(Raudeliunine, 2018). 
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3.7 Measurement of Variables 

The study examined the association between ESG sustainability among Ugandan commercial 

banks and insurers as the dependent variable and risk management and stakeholder engagement as 

independent variables. 

 Risk management was assessed based on risk identification, analysis, and control using Watema 

& Tulirinya (2021) and Crawford et al. (2014). 

 Stakeholder engagement was measured in terms of vigor, dedication, and absorption, drawing 

from the approaches (Michelle, 2014; Bakker et al., 2010; Seppala et al., 2008).   

 ESG sustainability among commercial banks and insurers was evaluated based on social, 

governance and environmental factors, utilizing the frameworks by s & Sebastiani (2017), Loor 

Alcívar et al. (2020), Radzi et al. (2023), and Izcan & Bektas (2022), among others. 

These metrics were tailored to the Ugandan context and modified from previously published 

works.  

3.8 Reliability and Validity  

The reliability of the questionnaire was assessed using the Cronbach Alpha coefficient, and the 

validity of the items in terms of their relevance and clarity was assessed using the CVI.  The results 

of reliability and validity are presented in Table 3.1 below 

Table 3.1: Reliability and Validity Analysis 

Variable No. of items Cronbach alpha Content Validity Index 

Risk management  18 0.845 0.857 

Stakeholder engagement  15 0.717 0.750 

ESG sustainability  29 0.804 0.828 

Source: primary data 

Table 3.1's results demonstrated that every variable included in the study had dependable items 

because each variable's Cronbach's alpha statistic was higher than the 0.70 cutoff point 
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recommended by Nunnally and Nunnally (1978). The questions' relevance and clarity were 

assessed using the Content Validity Index, which is shown in table 3.1. Five knowledgeable 

individuals reviewed the research instrument to compute the Content Validity Index (CVI), 

including two academicians, two banking officials, and another knowledgeable person. The 

proposed instrument was submitted to the supervisor for assessment and approval in a pilot survey 

in Uganda to establish validity. Two experts received the questionnaire and evaluated each item's 

significance inside the tool. They then ranked each item on a 5-point scale, where 1 meant 

"strongly disagree," 2 meant "disagree," 3 meant "not sure," 4 meant "agree," and 5 meant 

"strongly agree." To ensure consistent responses, the questionnaire used a 5-point Likert scale. 

3.9 Ethical Considerations 

The researcher protected the respondent privacy. She told them up front that any data collected on 

personal matters will be handled with confidentiality and that the information they submit will 

only be utilized for academic purposes. To help the respondents better identify her, the Makerere 

University Business School sent her an introduction letter before to the data gathering exercise. 

3.10 Data Processing and Analysis 

Following data collection, the information was compiled, sorted, altered, categorized, and coded 

on a coding sheet. Statistical Package for Social Sciences (SPSS) version 23 was used to examine 

the connection between risk management, stakeholder engagement, and ESG sustainability in 

Ugandan commercial banks and insurers. Descriptive statistics, regression, and correlation were 

among the analysis's findings. The degree of correlation between the study variables was 

ascertained using Pearson's correlation coefficient. Multiple linear regression analysis was also 

carried out to ascertain the extent to which the independent factors may be responsible for the 

variance in the dependent variable. 
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CHAPTER FOUR 

PRESENTATION AND INTERPRETATION OF RESULTS 

4.1 Introduction 

This chapter presents and interprets the findings. In particular, this chapter presents the findings of 

the regression analysis, the demographic features, the descriptive statistics of the study variables, 

and the correlation analysis of the study objectives.  

The following research objectives serve as a guide for the analyses in this study: to investigate the 

connection between risk management and ESG sustainability among Ugandan commercial banks 

and insurers, to look into how Ugandan commercial banks and insurers relate to stakeholder 

involvement and ESG sustainability, and to investigate how Ugandan commercial banks and 

insurers' ESG sustainability is impacted by both risk management and stakeholder engagement. 

The study indicates that out of there was 100% response rate whereby all the targeted 56 

commercial banks and insurers responded to the questionnaire tool that was given to them. 

4.2 Demographic Characteristics of respondents  

In this section, information is provided regarding the demographic characteristics of the 

individuals who participated in the survey as respondents. The gender of the respondents, age 

group, number of years of work experience, and degree of education are some of the demographic 

variables that were discussed and analyzed.  
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Table 4.1: Showing Respondent Characteristics 

 
Source: primary data 

The data in table 4.1 indicate that male respondents comprised the majority at 53.4% of the sample, 

while female respondents accounted for 46.6%. This suggests that commercial banks and insurers 

in Uganda employ both male and female professionals, predominantly male, in promoting ESG 

sustainability.   

The data in Table 4.1 reveal that the predominant age group among respondents was 30–39 years 

(36.2%), followed by 40–49 years (34.5%), then 20–29 years (17.2%), with the least represented 

group being those aged 50 years and above (12.1%). This indicates that the bulk of individuals 

engaged in the ESG sustainability initiatives within commercial banks and insurance companies 

in Uganda belong to the active age demographic.   

Table 4.1 revealed that the majority of respondents, 31%, had been employed by commercial banks 

and insurers in Uganda for 3-6 years, followed by 27.6% who had worked for 7-10 years, another 

27.6% for over 10 years, and finally, 13.8% for less than 3 years. This indicates that the majority 



22 
  

of respondents have extensive experience with commercial banks and insurers in Uganda, thereby 

positioning them to offer insights on risk management, stakeholder engagement, and ESG 

sustainability.  

The educational attainment of the respondents revealed that the majority held a bachelor's degree 

(55.2%), followed by those with a master's degree (41.4%), while individuals with a doctoral 

degree constituted 3.4% of the sample. This would imply that employees who participate in the 

activities of commercial banks and insurers in Uganda are literate. This type of workforce is 

assumed to know the elements of risk management, stakeholder engagement, and ESG 

sustainability. 

4.3 Financial Institution Characteristics 

This section presents information about the financial institution under study. The background 

information about the financial institution analysed include the category of the FI, number of years 

in existence, number of employees and revenues as shown in the Table 4.2 below. 

Table 4.2: Showing Financial Institution Characteristics 

 

Source: Primary Data 
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The data in Table 4.2 indicates that 55% of the financial institutions belong to the insurance group, 

while 45% are classified as commercial banks. This indicates that the study sample included a 

greater proportion of insurance companies compared to commercial banks.  

Table 4.2 indicates that the majority, 46.6%, of financial institutions have been operational for 11-

15 years, followed by 32.8% for 20 years and above, 13.8% for 6-10 years, and only 6.9% for 1-5 

years. This suggests that most commercial banks and insurers in Uganda have demonstrated 

longevity, thereby rendering the provided information reliable.   

It was further noted that the majority of commercial banks and insurers in Uganda employed 30 

or more individuals (84.5%), followed by 12.1% with 21-30 employees, and only 3.4% with 11-

20 people. Meaning that most commercial banks and insurers in Uganda have enough employees 

to ensure ESG sustainability through risk management and stakeholder engagement. 

4.4 Descriptive Statistics  

Table 4.3 displays the summary descriptive statistics for the independent and dependent variables 

that were part of the analyses. Risk management and stakeholder engagement are the independent 

factors in this study, while ESG sustainability among Ugandan commercial banks and insurers is 

the dependent variable. Checking whether the calculated means accurately reflect the observed 

data—that is, whether the mean is a decent representation of reality—is the goal of descriptive 

statistics (Field, 2009 & Saunders et al., 2007). The table below summarizes the observed data 

using the variables' descriptive statistics, which include means, standard deviations, and minimum 

and maximum values.  
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Table 4.3: Descriptive Statistics 

 

Source: primary data 

According to the results in table 4.3 above, Ugandan commercial banks and insurers had mean 

scores of 4.150, 4.064, and 4.235 for risk management, stakeholder engagement, and ESG 

sustainability, respectively. In Uganda, commercial banks and insurers had standard deviations of 

0.3956, 0.3545, and 0.2331 for risk management, stakeholder engagement, and ESG sustainability, 

respectively. The computed means accurately reflect the observed data, and the standard deviations 

were very minor when compared to the mean values (Nkundabanyanga, Tauringana & Muhwezi 

2015; Field, 2009).  

SD is the degree to which respondents' opinions deviate from the mean scores. When the SD is 

less than 1 and approaches 0, it indicates that the opinions expressed in the study were uniform. 

Conversely, a greater SD suggests that there were differing viewpoints regarding the response that 
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was supplied (SD over 1). The responders were in agreement with the question posed if the mean 

was greater than 3. Given that their means are all above 3.00 and their standard deviations are all 

below 1.00, all of the respondents in this survey concur that risk management and stakeholder 

engagement are crucial in determining ESG sustainability among Ugandan commercial banks and 

insurers. 

4.5 Correlation Analysis 

Table 4.4 displays the correlation results. To determine the associations between the predictor 

variables (risk management and stakeholder engagement) and the outcome variable (ESG 

sustainability among Ugandan commercial banks and insurers), Pearson's correlation coefficient 

analysis was performed. Assessing if there were linear correlations between the predictor and 

outcome variables was the goal. Since Pearson's correlation coefficient (r) is a parametric statistic 

that necessitates interval data for both variables, it was employed (Garson, 2012). To determine 

the strength and direction of the association between the research variables, bivariate-correlation 

analyses were conducted and Pearson correlation coefficients were produced (Field 2009).
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Table 4.4: Correlations Analysis 

 

Source: primary data

4.5.1 Risk Management and ESG Sustainability  

Results from Table 4.4 above indicates a significant and positive relationship between risk 

management and ESG sustainability among commercial banks and insurers in Uganda (r=.313*, 

p=0.05). This means that a positive change in risk management leads to a positive change in ESG 

sustainability among commercial banks and insurers in Uganda. Also, the individual dimensions 

of risk management (risk identification, risk analysis, and risk control) are positive and 

significantly associated with ESG sustainability among commercial banks and insurers in Uganda. 

This implies that when commercial banks and insurers identify risks, analyse, and control risks 
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during their operations, they will achieve ESG sustainability. Thus, objective one of the study is 

achieved.  

4.5.2 Stakeholder Engagement and ESG Sustainability 

Results from table 4.4 above indicates that there is a significant and positive relationship between 

stakeholder engagement and ESG sustainability among commercial banks and insurers in Uganda 

(r=.362**, p<.01) and this means that an improvement in stakeholder engagement leads to 

improvement in ESG sustainability among commercial banks and insurers in Uganda. Also, the 

individual dimensions of stakeholder engagement (vigor, dedication, and absorption) are positive 

and significantly associated with ESG sustainability among commercial banks and insurers in 

Uganda. Therefore, this explains further that when commercial banks and insurers in Uganda 

encourage vigor, dedication, and absorption among their employees during execution of works, 

they will attain ESG sustainability. Thus, objective two of the study is achieved 

4.6 Regression analysis 

The ability of the independent factors to predict the dependent variable is known as regression. 

The degree to which stakeholder involvement and risk management predict ESG sustainability 

across Ugandan commercial banks and insurers was ascertained using a regression model. The 

findings are shown in Table 4.5. The adjusted R2 value should ideally be equal to or very near the 

value of R2 since it provides insight into how well the regression model generalizes the study 

variables. The regression analysis findings are displayed in Table 9 below. 
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Table 4.5: Regression results  

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients t Sig. 

B Std. Error Beta 

1 

 

 

 

(Constant) 2.884 .391  7.370 .000 

Risk Management  .134 .075 .228 1.786 .080 

Stakeholder Engagement  
.195 .084 .297 2.326 .024 

  R=.423a, R2=.179, Adjusted R2=.149, F=5.995, Sig=.004, e=.215033 

a. Dependent Variable: ESG Sustainability  

Source: Primary Data 

The results in Table 4.5 show that risk management and stakeholder engagement predict 14.9% of 

the variance in ESG sustainability among commercial banks and insurers in Uganda (Adjusted R 

Square =.149). This means that, there are other factors which explain the remaining 85.1% of the 

variance in ESG sustainability among commercial banks and insurers in Uganda. The R² of .179 

shows that 17.9% of ESG Sustainability variance is accounted for by Risk Management and 

Stakeholder Engagement. It was also noted that stakeholder engagement (Beta = .297, sig. =.024) 

is a better predictor of ESG sustainability among commercial banks and insurers in Uganda than 

risk management (Beta = .228, sig. =.080). This implies that management of commercial banks 

and insurers in Uganda should put much emphasis on stakeholder management through 

encouraging vigor, dedication, and absorption among their employees during execution of works 

in order attain ESG sustainability. The results (Beta = .228, sig. = .080) indicate the relationship 

between risk management and ESG sustainability.  A one-unit increase in risk management is 

associated with a 0.228 increase in ESG performance, assuming other factors remain constant. The 

effect size is moderate, suggesting that risk management contributes to ESG performance, but it is 

not a dominant factor.  The regression model in this case was statistically significant (sig. <.000).  
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CHAPTER FIVE 

DISCUSSION OF FINDINGS, CONCLUSION AND RECOMMENDATIONS 

5.1 Introduction 

This chapter covers the detailed discussion of the findings guided by the objectives of the study, 

the chapter also covers the conclusions, recommendations, limitations and suggested areas for 

further research. These are presented below.  

5.2 Discussion of Findings 

This study aimed at examining the relationship between risk management and ESG sustainability 

among commercial banks and insurers in Uganda, investigating the relationship between 

stakeholder engagement and ESG sustainability among commercial banks and insurers in Uganda, 

examining the combined effect of risk management and stakeholder engagement on ESG 

sustainability among commercial banks and insurers in Uganda as discussed below; 

5.2.1 Risk Management and ESG Sustainability 

The results demonstrate a positive and significant correlation between risk management and ESG 

sustainability within commercial banks and insurers in Uganda. The correlation results 

demonstrate that risk identification, risk analysis, and risk control are positively and significantly 

associated with ESG sustainability in commercial banks and insurers in Uganda. The regression 

analysis indicates a positive but not statistically significant relationship between risk management 

and ESG sustainability among commercial banks and insurers in Uganda. A one-unit increase in 

risk management is associated with an increase in ESG performance, assuming other factors 

remain constant, reflecting a moderate effect size. However, the significance level (sig. = .080) 

exceeds the 0.05 threshold, suggesting that the relationship is not statistically significant at the 5% 

level. Despite this, the study finds that risk identification, risk analysis, and risk control are 
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positively associated with ESG sustainability, indicating that robust risk management practices 

contribute to sustainability outcomes, though not dominantly. Commercial banks and insurers in 

Uganda demonstrate thorough risk identification, employ diverse risk assessment techniques, 

maintain systems to measure risk impacts, analyze opportunities to achieve objectives, implement 

clear mitigation strategies, communicate risk controls effectively, and execute these controls 

proficiently. 

The findings are in agreement with the previous studies for example in their study Mwelu et al 

(2023) stated that commercial banks and insurers that have succeeded attribute their 

accomplishments to effective risk management strategies of identifying, analyzing, and controlling 

risks, can assess and quantify risks that could affect their environmental, social, and governance 

(ESG) sustainability (Leaver & Reader, 2016). Additionally, Landi et al (2022) said that in today's 

economic environment, ESG goals are increasingly important in shaping risk management 

frameworks, particularly within corporate social responsibility (CSR) issues. These results were 

generally in support of the current findings of this study. 

5.2.2 Stakeholder Engagement and ESG Sustainability 

The results demonstrate a positive and significant correlation between stakeholder involvement 

and ESG sustainability within commercial banks and insurers in Uganda. The correlation results 

reveal that vigor, devotion, and absorption have a positive and substantial relationship with ESG 

sustainability among commercial banks and insurers in Uganda. The regression analysis 

demonstrates that risk stakeholder engagement significantly predicts ESG sustainability in 

commercial banks and insurers in Uganda. It is thus important for the management of commercial 

banks and insurers in Uganda to emphasize stakeholder management through encouraging vigor, 

dedication, and absorption among their employees during execution of works in order attain ESG 
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sustainability. It is evident in this study that employees of commercial banks and insurers in 

Uganda feel that they are bursting with energy of work,  feel fit and strong while at work, are very 

resilient mentally and strong, feels like the job has full meaning and purpose to them,  are 

enthusiastic about the tasks they must accomplish for the firm, are inspired by their department 

goals and enjoy being a part of the firm, feel happy when working intensively to sustain the 

company system, and get carried away when working with the work team. Thus, achieving the 

desired level of ESG sustainability among commercial banks and insurers in Uganda. 

The findings of this study are consistent with the findings of the previous researchers for example, 

in their study Stocker et al (2022) stated that engaging stakeholders can help create value for 

stakeholders and society and may also be a source of competitive advantage. In their study, 

Romero et al. (2019) discovered that integrated reports are less high-quality than sustainability 

reports. According to Barko et al (2022) ESG ratings are impacted by engagement. When 

companies with low ex-ante ESG ratings accede to activist demands, their ratings rise. These 

results were generally in support of the current findings of this study. 

5.2.3 Effect of risk management and stakeholder engagement on ESG sustainability 

The study results indicate that risk management combined with stakeholder engagement positively 

and significantly predict ESG sustainability among commercial banks and insurers in Uganda. 

This is evidenced by the predictive potential of risk management and stakeholder engagement to 

attaining ESG sustainability among commercial banks and insurers in Uganda given by (Adjusted 

R Square =.149). therefore, it is important that for management of commercial banks and insurers 

in Uganda to emphasize both risk management and stakeholder engagement in order to improve 

their employee wellbeing. Much emphasis should be given stakeholder management through 

vigor, dedication, and absorption since it emerged a better predictor of ESG sustainability. 
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These findings of are consistent with the literature of Vural-Yavaş (2021) who discovered that 

businesses employ ESG practices as risk-reduction strategies during high uncertainty periods, 

much like they would with insurance. The findings support stakeholder theory by showing that 

companies improve their ESG sustainability practices to reduce corporate risk-taking and 

participate in value-adding activities in uncertain times, increasing stakeholder engagement. 

Intriguingly, Landi et al. (2022) noted that increased investor uncertainty regarding sustainability 

performance often arises from conflicting goals between investors and investees.  

5.3 Conclusion 

The study aimed to analyze the correlation between risk management and ESG sustainability, 

explore the relationship between stakeholder engagement and ESG sustainability, and assess the 

combined impact of both on ESG sustainability among commercial banks and insurers in Uganda. 

These objectives were achieved through a questionnaire survey of 58 commercial banks and 

insurance companies in Uganda. The findings indicate that the independent variables risk 

management and stakeholder engagement explain 14.9% of the variance in ESG sustainability 

within this sector. Notably, stakeholder engagement emerged as a strong predictor of ESG 

sustainability, underscoring the need for management to prioritize stakeholder management by 

fostering vigor, dedication, and absorption among employees to achieve desired ESG outcomes. 

Conversely, while risk management, encompassing risk identification, analysis, and control, 

showed a positive association with ESG sustainability, its effect was not statistically significant at 

the 5% level. This suggests that while robust risk management practices contribute to 

sustainability, their impact may be less pronounced or context-dependent compared to stakeholder 

engagement. Overall, the findings highlight that effective stakeholder engagement, alongside 

consistent risk management practices, can meaningfully enhance ESG sustainability among 
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commercial banks and insurers in Uganda, though further efforts are needed to strengthen the 

influence of risk management. 

5.4 Recommendations 

i. The study recommends that Commercial banks and insurers in Uganda should emphasize 

stakeholder management to enhance ESG sustainability. This can be achieved by fostering 

employee engagement through strategies that promote vigor, dedication, and absorption in 

their roles. These approaches will ensure employees are actively involved in aligning 

organizational goals with stakeholder interests, fostering trust and collaboration. 

ii. Commercial banks and insurers in Uganda should ensure that their stakeholder engagement 

strategies are inclusive, addressing the needs of diverse groups, including vulnerable and 

underrepresented stakeholders. Initiatives such as community outreach programs, financial 

literacy campaigns, and accessible communication channels can demonstrate a 

commitment to stakeholder well-being, ultimately contributing to ESG sustainability. 

iii. Banks and insurers should adopt digital tools and platforms to streamline stakeholder 

interactions. This includes using data analytics to understand stakeholder needs, 

automating feedback mechanisms, and creating digital engagement forums. These tools 

can enhance transparency, responsiveness, and trust, thereby fostering stronger 

relationships with stakeholders. 

iv. The study also recommends that commercial banks and insurers in Uganda should enhance 

their risk management through improving their risk identification, risk analysis, and risk 

control during their operations in order to achieve the desired level of ESG sustainability. 

This can be achieved by adopting to new skills, knowledge, and capacities to perform risk 

management activities to achieve the desired level of ESG sustainability. 
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5.5 Study limitations 

i. The researcher adapted a cross-sectional research design signifies that the study could not 

capture employee’s perception that may have occurred for a long period of time. However, 

this was dealt with by carrying out reliability and validity tests.  

ii. Using a quantitative design, the researcher employed closed-ended questions, which could 

not cover perceptions and opinions from respondents. This was handled by using measured 

and validated questionnaires which were designed by other researchers. 

iii. The results will be limited to commercial banks and insurers in Uganda and may not fully 

represent the perspectives of all other firms. Future research should include other firms in 

the country and other national settings. 

5.6 Areas for further research 

A study on risk management, stakeholder engagement, and ESG sustainability in sectors such as 

governmental institutions, private entities, SMEs, and NGOs is required. A qualitative study and 

mixed research methodologies must be undertaken on risk management, stakeholder engagement, 

and ESG sustainability within commercial banks and insurers in Uganda to collect respondents' 

perspectives on these variables. Additional research may be undertaken to identify other predictors 

of ESG sustainability among commercial banks and insurers in Uganda, as the independent 

variables currently account for just 14.9% of the variance. 
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SECTION B: Risk Management 
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SECTION D: ESG Sustainability 
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Appendix 2: Financial Institution Subsector  

 

 

 

 


