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ABSTRACT 

Organizations are shifting their risk management systems, favouring approaches which are 

implemented across the enterprise compared with the traditional silo-based methods. 

Despite growing demands to adopt an Enterprise Risk Management System (ERMS), 

however, challenges remain in implementation. Research suggests that compartmental 

approaches of risk management systems must be replaced by ones which are holistic in 

their assessment and evaluation of the organization’s risks. Existing literature suggests that 

risk reduction through ERMS can improve both performance and value. This improvement 

is only possible with managerial support, the formation of relevant committees and the 

hiring of relevant staff. This study explores the relationship between the successful 

implementation of an ERMS and a chief risk officer (CRO) being present, a functional 

audit committee (AC), and supportive top management (TM). This is done through an 

observational and correlational approach, using a survey instrument provided to self-

identified FedEx Corporation employees. Using regression and correlation analysis, the 

findings indicate a significant relationship between a CRO being hired, an extant AC, and 

supportive TM with successful implementation of ERMS. 

 

Keywords: Enterprise Risk Management system, Chief Risk Officer, Audit 

Committee, Top Management Support, Regulatory Environment, FedEx Corporation 
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INTRODUCTION 

 

Risk management is undergoing a great change, as organizations shift from the 

traditional and compartmental to an enterprise wide approach. Consequently, enterprise 

risk management system (ERMS) is gaining global attention among risk management 

professionals and academics. The demand for the adoption of ERMS has led to several 

companies embracing it, yet its implementation has become challenging.  

Relevance of topic. The current global financial crisis has seen the collapse of 

numerous international businesses due to inadequate or inappropriate risk management. 

Many organizational failures and financial disasters can be attributed to poor risk 

management and inadequate governance practices [90].Research indicates that, the 

percentage of business initiatives that are unsuccessful is remarkably high.As a result, 

organizations have focused on remediating weaknesses in risk management systems to 

improve stakeholder protections. Consistent with this, observed that “balancing risk is 

becoming the only effective way to manage a corporation in a complex world.” Robust risk 

management  has continued to be of great concern to practitioners, academics, and the 

business community because it augments organizational performance and creates value for 

shareholders. Inadequate risk management policies create adverse economic and social 

consequences for stakeholders as in Yamato Life Insurance, American International Group 

(AIG), Lehman Brothers, Fannie Mae, Freddy Mac, among others.  Poor risk management 

can result in large “dead weight” costs in organizations, which negatively affect 

organizational value. By reducing risk, a company can reduce the amount of expensive 

equity capital needed to support its operating risk cost. Organizations are regularly 
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confronted with issues of risk management as strategic decisions are made. Consequently, 

developing an institution-wide approach to proactively dealing with and optimizing 

emerging threats and opportunities cannot be over emphasized. Effective risk management 

offers significant benefits to organizations, their projects, and their stakeholders. Example 

effective risk management could potentially reduce variability in earnings and possibly 

minimize economic distress on an entity. It also ensures that potential risks are identified, 

understood, and subsequently prioritized for better decision making which promotes the 

realization of strategic goals, lowers earnings volatility and subsequently increase 

profitability. As organizations expand, one of the keys to successful growth is steady risk 

management. In order to yield benefits, risk management must be addressed and practiced 

at all levels of an organization. For organizations to survive in this turbulent environment 

and gain competitive advantage, a holistic approach to handling risk needs to be adopted. 

Consistent with this, it’s argued that holistic approach to risk management needs to be 

adopted. 

The purpose of the work is a comprehensive study of the risk management in 

Fedex corporation. This study investigates the factors affecting the risk management.  

The objectives of the work the main objective is to investigate the factors affecting 

on the risk management of the Fedex corporation. The following objectives are given in 

detail: 

➢ To determine the impact of CRO chief risk officer on the enterprise risk 

management system in FedEx Corporation. 

➢ To determine the impact of AC audit committee on the enterprise risk management 

system in FedEx Corporation. 
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➢ To determine the impact of TM top management on the enterprise risk management 

system in FedEx Corporation. 

➢ To determine the impact of regulatory environment on the enterprise risk 

management system in FedEx Corporation. 

The object of the study is risk management in Fedex corporation. 

The subject of the study is the Fedex corporation  

Overview of the problem. During the recent economic crisis some organizations 

failed because there was less focus on identifying, assessing, and managing their most 

important emerging risk. Other organizations failed because their aggressive pursuit of 

returns overshadowed under lying risk. In some situations, however, organizational leaders 

were blindsided by unknown risks, due to the lack of sufficient infrastructure to identify, 

assess, and monitor emerging risk within their enterprises .The recent economic failures 

have therefore brought to light the consequences of ineffective risk management. Poor risk 

management results in adverse economic and social consequences for stakeholders. In the 

U.S. alone, approximately $63 billion is spent annually on IT projects that fail. However, 

even when risk management processes appear to have been effectively employed, many 

projects fail to meet their goals and fall short of stakeholders’ expectations. Poor risk 

management could result in large dead weight costs on organizations resulting in long-term 

reduction of value. By properly managing risks, an organization can reduce the amount of 

expensive equity capital needed to support its operating risks.Corporate risk management 

can benefit organizations in a variety of ways. Taking a holistic approach to risk 

management allows organizations to decrease the level of volatility in earnings and stock 

price, reduce external capital costs, increase capital efficiency, and create synergies 
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between different risk management activities. The adoption of a holistic risk management 

approach enables a coordinated and consistent approach to managing risk, resulting in 

lower costs and better communication across an organization. A coordinated approach can 

also lead to the avoidance of losses as there will be a better approach to handle the overall 

risks.  

To achieve this goal, the following issues that need to be addressed: 

Organizational factors (such as the position of a Chief Risk Officer (CRO), the role of an 

Audit Committee (AC), and Top Management (TM) support) associated with enterprise 

risk management are examined in this report, which adds to existing research on the topic. 

The main findings revealed a positive and important relationship between the role of a 

CRO, an AC, and TM support and the implementation of a risk management system. The 

existence and position of a CRO, AC, and TM support affected the implementation of an 

enterprise-wide risk management system, according to this indicator. 

Furthermore, as TM support increased, so did the involvement of the CRO and AC, 

and vice versa, according to the report. Furthermore, there was a clear positive association 

between having a CRO and having an AC, implying that organisations with a CRO were 

more likely to have an AC and vice versaPaape and Speklé (2012) say that organisational 

risk management needs further progression. The results of the study are critical for 

decision-makers in organisations implementing strategic risk management, as they 

recommend that organisations should hire a CRO, an AC, and enlist the help of TM in 

implementing successful risk management policies and mechanisms.  
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Research methodology. Research process is followed step wise. Philosophy and 

type of study is defined. The study is quantitative and can be generalized. Based on results 

the conclusion and recommendations are given in the last section of the study. 

The following sources of information were used in writing the work: 

- scientific journals; 

- electronic resources 

The work consists of an introduction, three sections and conclusions to them, one 

of which is theoretical and two – practical. The work ends with general conclusions, a list 

of used sources used and annexes. 
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SECTION ONE 

LITERATURE REVIEW 

This section discussed the risk management system and its definitions and 

importance based on the previous studies. It further discusses the independent variables in 

relation to the dependent variable. This study discusses the definitions, importance and the 

theories related to the variables.  

REVIEW OF CONSTRUCTS AND CONCEPTS INVOLVED 

Although risk can be described as the possibility of loss or exposure to any loss, a 

vulnerability, an uncertainty, or a great opportunity [33], risk is ultimately a multi-layered 

notion indicating that there is much at stake for businesses [44]. Risk is usually estimated 

on two scales: the severity and the frequency. Severity is the seriousness that refers to the 

force or size of misfortune or harm, while frequency is the probability of misfortune, harm, 

or a botched chance [88]. In this light, risk could be seen as a chance or a danger. The 

administration of risk and reward is trying, as confirmed by the new (2008 – 2009) financial 

crisis and its related vulnerability [99]. The idea of organizational uncertainty has often 

been examined in economics, psychology, and organizational theory [77].  

It may become more complicated with a rise in the volume and intensity; therefore, risk 

management is crucial to overall organizational success (Ben-Amar, [79]. Risk 

management helps make the presence of risk in an association's current circumstance much 

more clear and more obvious, and the executives settle on the game-plan dependent on the 

agreeableness of each risk. [73]. According to Ingley and van der Walt (2008), risk 

management is deemed to be an essential part of an organization’s strategical processes 

and central to stakeholder value creation, performance, shareholder and competitive 

advantage. Risk management has been broadly debated as more and more firms or 

institutions implement strategic risk management [30]. Lately, there have been critical 



11 
 

11 
 

changes in how risk is overseen on an authoritative level. Beforehand, it was overseen in 

silos, where specific organizational units took care of risk freely [23].  

Though, some experts believe that all risks are somehow interconnected and thus should 

be managed accordingly. Therefore, most failures linked with poor risk management can 

frequently be credited to a conjunction of multiple factors [48]. There has never been a 

singular correct method for managing risk, but there has been some agreement about the 

requirement for the formulization of enterprise-wide risk management [22]. Hence, it is 

emerging as a priority for most organizations [18]. 

Risk is related to each step taken by any organizations, beginning from board level strategic 

steps to every day operational ones. Risk often gets affected by various factors, including 

government regulations, market competition, input costs, sales volume and so on. The 

greatly competitive and active business scenario always encourages risk management. 

According to [1] risk management is the most important process of first identifying, 

secondly analyzing and thirdly accepting the uncertainty of most decisions of investment. 

As argued by [2], risk management has truly evolved from the late 1940s to somewhere in 

the early 1950s as an integral and formal part of the organizational decision-making 

process. We see that the impact of massive global financial crisis was clearly focused on 

the importance of risk management. It has been seen that shareholders have become even 

more engaged and somehow seek for more transparency or some accountability for the 

management of risk [3].  

Hence, this changing scene combined with expanding elements has justified an adjustment 

risk management approach. Rather than taking on isolated incidences and analyzing them, 

most organizations have chosen to analyze risk more comprehensively and historically. 

This new wording in the field of risk management is prevalently known as the Enterprise 

Risk Management (ERM) approach. [4] further guaranteed that ERM converged 

somewhere in the late 1990s through which a firm recognizes and measures all risky 

behaviour or decisions inside the organization, as compared to the silo approach. The 

primary benefit of ERM approach is giving some substantial assurance of accomplishing 

the goals or objectives. A holistic strategy helps with overseeing all risks and can build up 
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an organization to manage the risky issues and opportunities all the more effectively, 

accordingly, upgrading its ability to make and preserve the essence and value of  partners. 

The advantages of this process additionally incorporate making a more risk-focus culture 

in any organization. Additionally, as ERM upholds better reporting, structure, and 

examination of risks, in this way improving focus of the upper management so that an 

improved model of risk mitigation is adopted. The top managerial staff such as the board 

of directors have a huge and significant role part in giving oversight on the risk 

management activities being conducted. According to [5], the upper management or board 

members review any proposed strategy and cross-check whether these strategies align with 

the business objectives, goals and core values. As per [6], the CEO or leader of any 

organization is in the long run responsible for the execution or implementation of such an 

approach. The higher the authorities monitoring, the lesser is the level of adoption of ERM 

practices by the organizational employees. Usually, such an approach intends to increase 

the capability of upper management to oversee the complete portfolio of risks and deal 

with it efficiently. In many regions across the globe, regulators are pressing firms to 

improve their risk management and overall risk reporting [7].  

The complete regulations of ERM are a lot more advanced or one can say matured if 

compared to the underdeveloped ones. According to [8] to bring all Public Companies up 

to mark with the prerequisites of the code; the boards and board committees need to 

implement an efficient risk management plan. Though, very few studies ever addressed the 

exact issue of ERM, there is still a somewhat lack of evidence regarding all the factors that 

influence its total level of adoption and complete effectiveness. Publicly listed firms require 

to maintain a sound risk management system according to The Code of Corporate 

Governance for Publicly Held Joint Stock Companies. For instance, [9] stressed the need 

for a active ERM program implementation. [10] showed that any public and private 

organization has realized the need for efficient risk management strategy. [11] found that 

there is just some knowledge or recognition of risk management assessment procedures. 

Depending on the firm’s many external and internal considerations, ERM technique should 

always be effectively developed for each firm independently. ERM is usually applied in 

the strategy formulation of a company to decide the uncertainties about the consequences. 
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Under such circumstances enterprise risk management only enhances the business 

operations as it clearly offers a detailed profitability analysis. It makes a suitable plan to 

manage the crisis appropriately by taking into regard the situations which cannot be 

predicted. [9] states that there is a need for the execution of a proactive approach of 

enterprise risk management technique.  

RISK MANAGEMENT SYSTEM 

Somewhere in the 1980s, collaborative risk management surfaced as an expansion of 

hazard risk management, which suggested that organizations are to manage their risk in a 

thorough, coordinated manner [63]. It is a complicated concept that affects every clear 

aspect of a corporation. [66] stated that for any risk management system to be efficient, it 

must be able to manage the various sectors widespread responsible for risks. According to 

Bowling and Rieger (2005), corporate risk management is the greatest level of risk 

management in any organization, and it only occurs when a universal approach is 

embraced. All related activities are linked to organizational strategy and are incorporated 

in the daily business processes. ERM is a new model for dealing with organizational risks 

that allow upper management to focus on how to improve corporate governance and 

especially general risk management [90].  

The use of corporate wide risk management systems has been driven by risk management, 

corporate governance, and internal control [64]. Combined risk management allows 

companies to overcome limitations linked to conventional silo-based risk management and 

its practices [49]. Nevertheless, [21] observed that in spite of its fame, little is known about 

its efficiency. Even Though, the existing literature suggests that ERM deployment leads to 

great value creation, most of the studies however failed to explicitly reveal the elements 

that lead to the value creation mentioned earlier [54]. Likewise, even though the findings 

in the literature suggest a solid correlation between ERM and great value creation, Kraus 

[93] indicated that it is not clear which of these benefits attribute to ERM or any traditional 

risk management. Moreover, Altuntas et al. (2011) suggested that there was no agreement 
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on a definition for this, including specific management tools that promise to make it more 

efficient.  

 

Fig:1.1 risk management system in fedex 

As explained by Power [61] “risk management designs like ERM are fundamentally unable 

to process and represent internal systematic risk issues, since this would require an 

imagination of externalities well beyond their design”. Challenges clearly associated with 

implementing complete or holistic risk management systems may include unsuitable 

organizational structures (OS), extreme resistance to change, underwhelmingly poor 

understanding incorporation of new risk management systems, and of course difficulty in 

measuring risk [49]. Beasley, Branson, and Hancock (2009) found that most competing 
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priorities, clear inadequate resources, an absence of valid TM support, and vivid 

misconceptions that consolidated risk management confuses corporate bureaucracy 

resulting in low desire of implementation within organizations. Combined risk 

management sometimes enables an organization to very diligently work through a system 

of identifying and speedily analyzing risks with the view to making good, informed 

decisions (Brown et al., 2009). 

 It also encourages open discussions on the topic of risks (Liebenberg & Hoyt, 2003) as 

they are known to be effective in identifying, assessing, and thus, monitoring 

organizational risk (Beasley et al., 2009). Ben-Amar et al. (2014) stated that any 

collaborative risk management approach sometimes identifies, manages, and even 

mitigates risk allowing corporations to take advantage of on opportunities. A holistic risk 

management methodology provides as outline to identifying circumstances that influence 

the organizational objectives that evaluate the prevalence of risk and establishing a 

successful process to monitor risks in an organization (BenAmar et al., 2014).  

Effective monitoring with any risk management system enables all organizations to firstly 

detect, secondly restrict, and thirdly rectify any discrepancies that would have impacted its 

strategic decision making and its long-term goals (Byrnes et al., 2012). Holistic risk 

management is sometimes viewed as a great paradigm shift, where all senior executives 

and upper management realign the organizational risk management (Gordon et al., 2009). 

Rochette (2009) argued that due to the constant change in the risk environment, all strategic 

risk management approaches must have a holistic approach and cover a variety of projects, 

services, processes, and products. Power (2009), claimed that as opposed to circling into 

the great beyond and filling in as a component that challenges the manner in which complex 

issues are evaluated and overseen by an association, across the upper management, wide 

risk management executives as a limit propagating arrangement of risk management. Risk 

management system is more often defined as cross-divisional, comprehensive, complex, 

and integrated system (Liebenberg & Hoyt, 2003).  

Meagher and O'Neil (2000, p.10) described it as a great “approach that is positive and 

proactive, value-based and broadly focused, embedded in processes, integrated in strategy 

and total operations, and continuous.” A thorough risk management methodology 
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considers mutuality as well as conflicting components of the risk management system 

(Borker & Vyatkin, 2012). It also recognises clear and optimal objectives when it is dealing 

with internal issues (Kimbrough & Componation, 2009). The absence of a fully holistic 

risk theory can disturb the development of a utilized risk management system (Borker & 

Vyatkin, 2012). According to Brown et al. (2009) risk management system is the clear 

method, and the process organizations tend to use to management any risk, sometimes seize 

opportunities, and achieve objectives. Stroh (2005) defined it to recognise risk factors in 

business, sometimes assess severity, clearly quantify magnitude, and greatly mitigate the 

downward exposure associated with risks, alongside capitalizing on the opportunities.  

De Loach (2000) also characterized it as a methodical approach to align strategy, 

sometimes processes, the people, all technology, and a lot of knowledge, with the purpose 

of assessing and controlling uncertainty to create value. COSO (2004) noted that ERM is 

a methodology for detecting and controlling risk events, bound to happen internally in an 

organizations risk desire to provide sufficient assurance for achieving goals. It is usually 

brought into effect by board of directors (BOD), the upper management, and many other 

personnel in a strategic positioning. Manab, Kassim, and Hussin (2010) referred to it as a 

painstaking system by which corporations assess several factors simultaneously. A unified 

approach to supervise risk demands and support from management, requires all workers to 

be responsible for risk assessment and its response, and sometimes utilizes a wide range of 

tools and clear methodologies within a uniting framework (Manab et al., 2010).  

In combined risk management, risk is usually and openly defined to include any 

preventative action that could stop an organization from achieving its objectives. It 

emphasizes on employee involvement, with a special focus on risky practices, and 

empowers organizations to manage risks in a better and integrated fashion (Hoyt & 

Liebenberg, 2011). Gupta (2004) noted that this all-inclusive approach of dealing with risk 

was clearly rapidly emerging as a very powerful approach to better facilitate some decision-

making as it provides an equal and uniform approach to risk identification and its 

measurement. 

Risk is thought to have a negative effect with and by definition and sometimes by nature 

cannot be reduced. Most of the companies perform risk analysis before the implementation 
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of critical decision making impacting larger functions. Therefore, risk management has 

become vital in firstly planning, secondly designing and thirdly maintenance processes. 

Enterprise risk sometimes refers to most forms of risk faced by any business firm. It can 

be a financial risk, sometimes a speculative risk, maybe a strategic risk, even an operational 

risk and many more. According to [12] enterprise risk management (ERM) is the latest and 

most widely used tool which simplifies risk management process. ERM first emerged in 

the late 1990s through which a company identifies and subsequently measures all the risk 

events involved within the realms of the organization, as compared to the typical silo 

approach [4]. The typical “silo” approach mainly focuses on singular risks that exist within 

any organization. A very holistic approach sometimes assists in managing risks and can 

also strengthen an organization to deal with the greatly risky issues and clear opportunities 

more effectively, thereby sometimes enhancing its ability to create and then preserve value 

of all involved stakeholders.  

The Committee of Sponsoring Organizations of the Treadway Commission COSO (2004) 

defined the ERM as sometimes a process impacted by an entity’s board of directors, upper 

management, and many other personnel, applied in a clear strategy setting and across the 

complete enterprise, designed to recognise potential events that may affect the 

organization, and manage risk to be within its risk range, to provide some reasonable 

assurances regarding the achievement of the goals. [13] ERM is an ever-ongoing process, 

which gets employed in strategies and is intended to detect the potential events that can 

influence the profitability rate of the business. It manages and sometimes provides 

reasonable reassurance with regards to the accomplishing of the targeted objectives. Along 

with other risks, this process sometimes incorporates financial, sometimes operational as 

well as the strategic risks [14]. Thus, with the help of robust ERM process, any company 

or business enterprise can detect and evaluate risks, thereby clearly deciding the event that 

would be in any way worth taking [15]. 

Generic risk research to a significant extent defines the risk science. However, applications 

of type may also be scientific if the effort leads to new insights, for example a greater grasp 

of how to implement a given risk assessment approach in practise. There have been 

relatively few publications on this topic, which explore concerns relating to science and 
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scientific standards on the one hand, and risk and risk areas on the other. However, some 

fundamental discussions of this subject have recently surfaced. These have helped to clarify 

the risk field's substance as well as its scientific foundation [10]. The following are some 

of the most important points raised. We must distinguish between the risk field, which 

encompasses all relevant risk educational programmes, journals, publications, researchers, 

research organisations and societies, and so on (what we may refer to as a risk discipline), 

and the risk field, which encompasses knowledge development. 

 

This understanding is consistent with [14], who claims that science is the practise that 

provides us with the most epistemically warranted statements that can be made, at the time, 

on subject matters covered by the community of knowledge disciplines, such as nature, 

ourselves as human beings, our societies, and our physical constructions, and our mental 

structures [17]. We contribute to the advancement of risk research by publishing papers in 

journals. The distinctions between danger levels are not always clear. Some works are truly 

generic in the sense that they can be used in a wide range of situations, although there are 

many different levels of generality. Some research may have a scope that focuses on one 

or a few application areas, but it is nonetheless relevant to all types of applications in these 

fields. A work on how to appropriately conceptualise risk in a corporate context, for 

example, may be of limited interest outside of this field.Consider the study risk 

management, which has lately evolved from a niche topic to a burgeoning research sector 

[18]. 

[21] provides a summary of quantitative and analytical models (i.e. mathematical, 

optimisation, and simulation modelling approaches) for controlling supply chain risks, as 

well as generative research fields that have contributed basic information, concepts, 

theories, tools, and techniques to the subject. [23] is an example of work that is particularly 

relevant here. These studies are primarily concerned with contributions to risk levels, but 

they are also important in other areas to variable degrees. [10] examine popular 

perspectives on risk in supply chain management and propose solutions for how to better 

conceptualise risk; clearly, this type of research is foundational for the supply chain 

discipline, but not for the risk field as a whole. With respect to some issues, [17]'s work is 
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in accord with current generic tendencies in risk conceptualisation, as summarised by [21], 

but not with others. This is a problem in all types of applications: knowledge and 

experience transfer is challenging, and we frequently notice that different sectors generate 

tailor-made notions that are out of date in comparison to the generic risk field's 

developments. This underscores the need for more awareness and impact for risk research 

in general. On the other hand, limited work in specialised areas can frequently drive and 

influence risk research in general. The author of this publication worked with offshore risk 

analysis applications, and the challenges raised there led to general risk conceptualization 

research [15]. Different types of perspectives are in conflict, which can lead to integrative 

and ground-breaking ideas. See [31], which is about maritime transportation risk, for 

another example of borderline work. See also [16], which discusses the risk and 

uncertainty's foundation. 

RISK MANAGEMENT SYSTEM VERSUS TRADITIONAL RISK 

MANAGEMENT 

Risk management incorporates a very comprehensive approach to all risk management, 

aligning with the overall organization’s strategy while involving most employees at all 

levels (Liebenberg & Hoyt, 2000). Sobel and Reding (2004) said that risk usually has 

holistic effects, sometimes creating the need for a similar management. COSO’s (2004) 

definition of organizational risk management addressed how mostly risk is managed, 

providing a clear basis for application across organizations, sometimes industries, and even 

different sectors. It also focused on accomplishment of objectives and sometimes provided 

a basis for identifying its effectiveness. With an increase in volume and intensity, risk 

management becomes more challenging; as a result, risk management is critical to overall 

organisational success (Ben-Amar, [79]. Risk management makes the presence of risk in 

an organization's current situation much clearer and more visible, and leaders decide on a 

game plan based on how acceptable each risk is. [73]. Risk management, according to 

Ingley and van der Walt (2008), is a critical component of an organization's strategic 

operations and is critical to stakeholder value generation, performance, shareholder value, 

and competitive advantage. As more organisations or institutions employ strategic risk 
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management, the topic of risk management has become a hot topic [30]. Recently, there 

have been significant shifts in how risk is managed at the highest levels of government. 

Previously, it was managed in silos, with specific organisational units handling risk on their 

own [23]. According to Pagach and Warr (2011), this clear strategic approach of dealing 

with risk recognizes and then assesses risks an organization might encounter and thus, 

examines potential control actions. Although these procedures are consistent with a very 

traditional risk management approach, sometimes certain variations exist. Managing risks 

individually as in the traditional approach, results in incompetence due to the lack of 

harmonization between departments.  

Supporters of institutional wide risk management sometimes find that by clearly integrating 

decision-making across most risk types, most organizations can avoid the risk expenditure 

by the exploiting natural hedges (Liebenberg & Hoyt, 2003). Hedging sometimes could be 

viewed as a very traditional risk management activity that in some ways reduces the 

chances of financial clear distress on a corporation (Smith & Stulz, 1985). Through the 

massive exploitation of natural hedges, sometimes holistic risk management reduces the 

very extreme cost of capital and clearly subsequently improves the performance and 

intrinsic value of the company (Nocco & Stulz, 2006). Individual risk- management 

activities can occasionally reduce earnings instability from specific sources, but the holistic 

risk management aims to reduce volatility very much by preventing accumulation of risk 

across different entities (Hoyt & Liebenberg, 2011). The very traditional risk management 

approach is grouped in companies, whereas ERM usually involves a generally broader 

perspective, occasionally considering the various types of risk associated with 

organizational goals (Borker & Vyatkin, 2012).  

It aims to gain a very systemic perspective of the interdependence among many risks 

(McShane et al., 2011). Instead of focusing on a single risk, attention is given to the risks 

that could very much impede a firm’s objectives and its value; it may not be possible to 

control all risks; however, occasionally sources of risk can be recognised and managed in 

relation to the broader organization’s overall objectives (Ben-Amar et al., 2014). Corporate 

risk management, unlike very traditional risk management approaches, occasionally 

requires an organizational-wide style be taken in identifying, then assessing, and then 
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managing risk (Kleffner et al., 2003). While the all-traditional approach to risk 

management mainly implicates to protect an organization from extreme financial losses, 

corporate risk management on the other hand considers risk management as a component 

of an establishment’s strategy, thereby occasionally allowing for better decision making 

(Liebenberg & Hoyt, 2003).  

The very traditional approach has also caused unnecessary cost to organizations, and never 

provides a clear and comprehensive view of the risks to the upper management and BOD 

(Lam, 2000). Adding, very traditional approaches to risk management have not considered 

stakeholder value and duties to investors when making important decisions (Meier, 2000). 

Combined risk management takes a very broad view of risk compared to the very 

fragmented, silo-structured risk management at most organizations (Bowling & Rieger, 

2005). Occasionally an organizational wide approach of risk management also sometimes 

looks within and up across organizational activities, also in contrast to the silo approach to 

risk management (Bowling & Rieger, 2005). Whereas, the very traditional risk 

management is largely concerned with protecting the organizations against very adverse 

financial effects, a combined risk management allows for very wide-ranging risk-adjusted 

decision making that maximize shareholder-value (Meulbroek, 2000).  

However, individual risk management actions may reduce some earnings volatility by 

reducing the overall probability of catastrophic losses, potential interdependences between 

risks exist occasionally across events that might go unnoticed in the very traditional risk 

management model. Enterprise-wide risk supervision, though, provides a clear structure 

that merges all risk management activities into one very integrated framework enabling the 

detection of such interdependences (Hoyt, & Liebenberg, 2011). Consequently, individual 

risk management activities sometimes limit earnings instability from specific sources, but 

an institutional wide strategy reduces such volatility by preventing the overall aggregation 

of risk from many different sources. 
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THE CRO AND RISK MANAGEMENT SYSTEM 

Collective risk management strategy occasionally requires an individual or group of 

individuals at the upper management level who coordinate various framework procedures 

(Lam, 2001; Waweru & Kisaka, 2013). The role of upper managers is critical in the 

implementation and execution of effective risk management internally (Waweru & Kisaka, 

2013). For this reason, some risk officers are critical influencers when implementing a 

corporate holistic risk system. The crucial benefit of a special risk champion is the ability 

to increase risk management duties throughout an organization’s management structure 

(De La Rosa, 2007). Such an executive works closely with other managers to help set up a 

risk management system and occasionally disseminates risk information throughout the 

organization (COSO, 2004; Saeidi, Sofian, Rasid, & Saeid, 2012). The presence of a CRO 

can also sometimes reduce risk-related information asymmetry between many shareholders 

(Beasley et al., 2008). As they are ultimately liable for unifying all the risk management 

actions across the organization, risk officers help reduce the duplication of efforts across 

the many sectors within the organization and increase an organization’s productivity (De 

La Rosa, 2007).  

To ensure efficiency, a risk champion must develop a good strategic understanding of an 

organization’s core activities in both instances of products and services (Rochette, 2009). 

Rochette (2009) also show strong written and oral communication skills, occasionally the 

ability to adapt to various conditions, some good interpersonal and leadership skills, maybe 

the ability to negotiate, and teambuilding skills are essential for CROs to be efficient. This 

endorsed the assertion by De La Rosa (2007) that an efficient risk champion is a generalist 

who occasionally advocates for teamwork and successful communication. As a strategic 

controller and consultant, the risk champion also advises TM about risk, accomplishment, 

and how the capital investments can be made (Mikes, 2008). For any organizational wide 

system to be clearly value-based, the role of such a champion is crucial (Rochette, 2009).  

Researchers studying the impact of the CRO on a very holistic system of handling risk have 

noted that the existence of a risk officer was directly related to the adoption and proper 

implementation of an institutional wide approach of managing risk (Beasley et al., 2005; 
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Hoyt & Liebenberg, 2008; Kleffner et al., 2003; Liebenberg, 2003; Liebenberg & Hoyt, 

2003; Pagach & Warr, 2011; Waweru & Kisaka, 2013). Similarly, Daud et al. (2010) 

argued that the quality of the risk champion impacted the collaborative risk management 

implementation and its related procedures. Consistent with this claim, Saeidi et al. (2012) 

observed that occasionally the presence and overall quality of the risk officer strongly 

correlated with the enterprise’s risk management strategy. However, not always is the risk 

officer the risk owner, but instead the mediator of the risk system, so there is a dire need 

for the risk champion to coordinate with other risk specialists as well (Rochette, 2009). To 

do this, the great risk champion establishes a proper risk management framework to 

determine how to identify risks that will be managed later (Mikes, 2008).  

The risk officer must have a clear understanding of important strategic reservations and be 

able to communicate that understanding to upper management (Mikes, 2008). The presence 

and impact of the risk officer in an organization encourages the smooth adoption and 

implementation of an efficient risk management system (Beasley et al., 2005). The 

presence of such a person also indicates an organization’s serious aspiration to implement 

risk management strategies internally (Rochette, 2009). The risk champion is eventually 

responsible for unifying all risk management activities across the corporation and reducing 

the replication of efforts across the various departments within the organization (De La 

Rosa, 2007). Liebenberg and Hoyt (2003) noted that although occasionally the presence of 

a competent risk champion suggested enterprise-wide risk management use, the reverse 

however, did not indicate the lack of such a system. Liebenberg and Hoyt easily concluded 

that establishing a risk champion’s position showed the degree of commitment to 

organizational wide risk management. Pagach and Warr (2007) preached that organizations 

occasionally engaging a risk champion in the complete implementation of corporate risk 

management sometimes did so only as a response to bad stock performance.  

They added that such organizations occasionally tend to be prone to stock price crushes 

with very few growth options. In other words, corporations with more opaque assets had 

more chances of growth and development were less likely to engage a CRO (p. 3). The 

CRO is an important substitute noted in the literature as being sometimes very necessary 

for the deployment of a complete and consolidated risk management system. However, 
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occasionally the use of a CRO as clear indication of the readiness for the easy deployment 

of a robust risk management system is true (e.g. Aabo et al., 2005; Beasley & Hoyt, 2003; 

Beasley, Pagach, & Warr, 2008; Liebenberg & Hoyt, 2003; Pagach & Warr, 2010) could 

be confusing and needs to be done with a lot of caution, as this could sometimes potentially 

result in the misunderstanding of critical ERM activities such as idiosyncratic risks (Kraus 

& Lehner, 2012). Liebenberg and Hoyt (2003) observed that there was no arrangement 

about the structure of the committee that should oversee the execution of an ERM 

framework within any organization. While some advocates have a risk champion, others 

recommend just the use of risk management boards. An alternative approach by 

Hanbenstock advised that risk should always be managed through a single business unit 

(as cited in Liebenberg & Hoyt, 2003). 

The board of directors also play a significant role in the overall enterprise-wide approach 

to the combined management of risk [19]. The risk is deemed as a persistent part of the 

strategies and all policies of the organization. The board of directors understand that the 

philosophy of risk on a much wider level and that the company is willing to agree to the 

created value of stakeholders. In addition, occasionally the board of directors also 

sometimes monitor the activities of executing the procedure of ERM within the events of 

business and facing many tests for the effectiveness in such programs. The board of 

directors of any such company occasionally creates a path for developing awareness of all 

the risks and all the different challenges which are faced by the overall business in the 

growth at the hands of the marketplace. [13] explained that there are certain good strategies 

adopted by the Board of directors for exclusively monitoring the level of action in ERM. 

Further, they constantly work on the aspect of knowledge and demand for actions for 

exposure in productivity.  

The overall team members of board of directors occasionally use committees for 

identifying and monitoring the risks. Their major focus in such scenarios is on the risk 

management committee. They also need to ensure the role of different committees on the 

issues of risk for efficient management [20]. Furthermore, [21] argued that the formation 

of risk governance and level of a board are often fully aligned that mainly covers the 

complete role and responsibilities along with the clear flow of information and requirement 
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of decision made. In such situations, the board of the company becomes proactive for the 

policies of risk management. The appropriate agreement and clarification of roles among 

all the team members through the board of directors sometimes to help prevent the 

uncertainties linked to the overall enterprise risk management. They occasionally also 

monitor the policy of the company as well as implementation on the board and in the overall 

performance of ERM. In addition to this, according to [22] it is important to reinforce the 

sovereignty of risk management that can only be carried out with the help of a strong board 

of directors.  

The board of company should always ensure the risk management actions as well as 

operational activities of the rest of the business. It mainly includes the complete reporting 

of a relationship among the valued chief risk officer as well as an important risk committee. 

As per the viewpoint of [18], the complete team of board of directors usually monitor the 

performance through the different market circumstances while affecting the policies of a 

company. It is vital to creating a positive atmosphere within an organization to develop a 

wide range of prospects and motivate all team members to accept the changes. 

Furthermore, the report by the board of directors is usually considered as one of the most 

significant evidence that brings changes within business activities for handling of risks. 

Now it also helps to make progress in the performance of all ERM activities and they can 

hopefully accept a wide range of changes in the organization. 

In risk conceptualization and risk assessments, uncertainty is a key notion. From the early 

phases of risk assessment in the 1970s and 1980s through now, how to recognise and deal 

with uncertainties has been extensively debated in the literature. Nonetheless, the subject 

is important. [10] offer a fresh take on the issues, challenges, and future directions for 

representing and conveying uncertainty in risk assessment. The most common strategy for 

dealing with the uncertainties in risk analysis is probabilistic analysis. There is widespread 

agreement that probabilities with a restricted relative frequency interpretation should be 

used when dealing with uncertainty. However, the answer is not so simple when it comes 

to describing and expressing epistemic doubt. The most frequent subjective probability 

approaches are Bayesian subjective probability approaches, however numerous others have 

been presented, such as interval probabilities, probabilistic measurements, and qualitative 
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methodologies. [13] Examine the problem and identify issues that must be addressed before 

it can be resolved. See also [15]'s discussion note. When subjective probability isn't suitable 

is one of the points discussed. The reasoning is that if the background knowledge is lacking, 

assigning a subjective probability with some certainty will be difficult or impossible. A 

subjective probability, on the other hand, can always be ascribed. The issue is that a given 

probability is taken to represent a higher level of knowledge than can be justified. Forcing 

the analyst to assign one probability distribution would necessitate the addition of some 

previously unavailable data. Probability distribution bounds are presented to us.  

[11] provides a new perspective to the conversation. The main issue is to use probability 

to convey the experts' beliefs as well as to reflect the available knowledge. Although these 

ideas are known to be subjective, they do support decision-making. It is neither either or 

from this perspective; probability and alternative techniques complement one other. [15] 

also touches on this topic. 

 

Advocates of non-probabilistic techniques such as possibility theory and evidence theory, 

in the author's experience, frequently lack a comprehension of the subjective probability 

idea. If the concept is understood, the interpretation frequently refers to a disputed betting 

interpretation [14]. This means that the assessor compares his or her level of uncertainty 

(degree of belief) regarding the event's existence to the standard of choosing a certain ball 

at random from an urn of ten balls [10]. 

 

When subjective probabilities are employed to describe uncertainty, we must also consider 

the knowledge that underpins the probabilities. Consider a scenario in which some risk 

analysts generate probabilistic risk metrics; in one example, background knowledge is 

strong, while in the other, it is weak, but the probability and metrics are the same. 

Alternative methodologies, such as possibility theory and evidence theory, can be used to 

handle this problem, but it is also possible to think differently, attempting to convey 

qualitatively the strength of this information in order to inform decision-makers. See also 

[16], who offers five levels of uncertainty expression: event, parameter, and model 

uncertainty – as well as two extra-model levels for acknowledged and unknown flaws in 
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the modelling process, such as possible conflicts about the problem framing. It is also 

significant and relevant to consider background information and the strength of this 

knowledge when using interval probabilities, which are based on possibility theory and 

evidence theory, for example. Normally, prior knowledge would be greater in the case of 

intervals than in the case of particular probability assignments, but they would be less 

informative in terms of expressing the experts' judgments. Many academics today are more 

flexible than in the past about utilising non-probabilistic representations of uncertainty, as 

stated by [19]. The core premise is that while probability is the primary tool, alternative 

approaches and methodologies might be useful when credible probabilities are difficult to 

estimate or agree upon. There appears to be widespread acceptance of the necessity to think 

beyond probability in situations characterised by significant and "deep" uncertainties. As 

we've seen, this doesn't always imply the application of possibility or evidence theory. The 

use of a combination of probabilistic and qualitative methodologies is an intriguing new 

study direction. We see components of integrative thinking here as well, with the conflict 

between diverse viewpoints for representing and expressing uncertainties being used to 

create something new, broader, and ideally better.Uncertainty importance analysis is a key 

area of uncertainty in risk assessment. The task is to determine which factors are the most 

important and vital in determining output uncertainty and risk. There has been a lot of 

research done in this area; see [17]. [19] proposes a reassessment of the reason behind 

uncertainty significance measures. What information they provide is questioned in 

comparison to standard significance measurements such as improvement potential. Based 

on the integration of a traditional significance measure and a related uncertainty importance 

measure, a new form of combined set of measures is developed. [6] Investigate how 

uncertainties affect traditional important metrics and how uncertainties can be reflected in 

the ranking of components or basic events with a similar scope.Models play a significant 

role in risk assessments, and the subject of model uncertainty has received a lot of attention 

over the years and more lately.  

In recent years, a lot of work has been done on robustness in the context of risk and 

uncertainty; for example, [10] gives a survey of robustness research. He uses the adjective 

"robust" to describe the ability to resist "vague approximations" and/or "zones of 
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ignorance" in order to avoid negative consequences. In this light, robustness research aims 

to ensure this capacity to the greatest extent possible. Robustness is linked to a process that 

responds to a concern: the requirement for a resistance or self-protection capacity. [15] 

give an overview of recent advances in the topic of robust optimisation, which aims to 

identify the optimum strategies when parameters are unclear or ambiguous.  [18] offers 

some broad viewpoints on risk-related techniques and notions of optimisation in decision-

making, design, and planning. The author claims that when making judgments under 

uncertainty, robustness should be prioritised over efficiency, and that satisficing rather than 

optimising should be used.  

AUDIT COMMITTEE (AC) AND RISK MANAGEMENT SYSTEM 

In many uncertain global environments, the Audit Committee (AC) is critical for natural 

organizational success [77], and it plays an important role in risk management [7]. [80] 

suggested that ACs are vital in the management of risk management activities. [55] 

explained that ACs spend time evaluating risk instead of examining the risk management 

process, and [43] noted that ACs and BODs internally examine the financial reporting from 

TM to lessen financial risk. The AC is accountable for issues related to the relationship 

between the organization and all its auditors [52]. Agreeing to the National Commission 

on Fraudulent Financial Reporting, ACs create a good platform where all directors, upper 

management, and all auditors can coordinate issues linked to risk management and much 

of financial reporting [93]. The AC is able to impact the BOD to make sure that risk 

management actions are allotted attention and valid resources in order to be effective [69].  

The AC is also important in advocating for CG principles to safeguard the public interest 

[79] additionally observed that the formulation of efficient management practices needed 

a pleasant relationship between the AC, CG, shareholders, and upper management. [4] 

stated that ACs must be unbiased and financially knowledgeable; however, [62] argued 

that ACs did not necessarily need financial knowledge, as risk is not limited to just realm. 

Organizational effectiveness can also be enhanced by good CG and occasionally the AC 

process [67]. The long effectiveness of the AC is largely based on the BOD, and it is crucial 
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for organizations to sustain sound controls and make sure the strong existence of 

independent auditors [65]. [56] noted that the AC has a very important responsibility to 

review financial information on a regular basis to promote some reliability and ensure 

organizations maintain strong control. [54] suggested that sometimes companies with high-

quality auditors might be more dedicated to efficient risk management. Others have also 

argued that auditors can be influential in urging clients to improve their overall risk 

management practices [65].  

It is occasionally difficult for the AC to be just unbiased, particularly in instances where 

committee selection is based on the influence of upper management or members of the 

BOD [65]. Because of this, ACs might not fulfil the interest of shareholders [56]. [70] 

noted that ACs comprised of independent, external members were more likely to be 

accountable and very transparent as independence increases potential interference or 

manipulation. For efficacy, [29] suggested the clear establishment of a just risk 

management committee separate from all the AC as well as an interface between the AC 

and the BOD. The risk management team is also responsible for reporting to both the BOD 

and the AC. According to [29], some members of the risk management committee could 

be individuals from multiple departments including finance, research, compliance, human 

resources management, assurance, logistics, production, quality control and development. 

An effective AC can be impactful in resolving disagreements, as they tend to be unbiased 

towards the shareholder and very supportive towards the auditor reporting from TM to 

lessen financial risk. The AC is accountable for issues related to the association between 

the organization and all its auditors [21].  

TM SUPPORT AND RISK MANAGEMENT SYSTEM 

[42] noted that TM engagement and support are used often interchangeably. Also, TM and 

senior management are also sometimes used interchangeably, so for consistency in this 

study, TM support will be used everywhere. Occasionally enterprise-wide risk 

management execution can encounter setbacks and even failure at times. [78] identified 

some possible causes of holdups as a lack of buy-in from TM and management committees 
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such as the AC, a lack of knowledge of theoretical risk, a poorly developed approach, a 

poorly defined language on paper, an unsuitable oversight structure, inadequate resources, 

deficient supervision, the clear inability to maintain the momentum of the execution, and a 

poor tone of the upper management. During 2008 economic crisis, risk management has 

now become a very important concern. TM [9] observed that there has been a major 

increase in the demands for TM for oversight in risk management. According to Jarvenpaa 

and Ives, TM support involves the clear the participation of executives or TM [7]. [75] said 

that TM support is vital as TM holds all the primary decision-making functions within an 

organization. TM are impactful because of their authority, and they are more likely to 

overcome any resistance [66]. TM support also could result in the availability of any or all 

appropriate resources for the execution of any new projects [77]. Scholars sometimes agree 

that effective risk management initiatives also cannot succeed without the steadfast TM 

support [87]. Davenport observed that with a strong TM commitment, many favourable 

endeavours could be possible [65]. TM can impact knowledge sharing and constant 

learning through the creation of appropriate office climate, work culture, and correct 

resources [43]. [43] explained that through knowledge donation and sometimes collection, 

an organization is clearly able to enhance its modernization abilities. 

 Effective TM support affects the setting of organizational values and promotes the 

development of proper management styles to improve the performance of any company 

[59]. Pringle and Kroll stated that TM’s implementation of new programs also usually 

signals the importance of the programs, which can easily promote team commitment 

[39].The usefulness of a management system is closely related to the reliability and ethical 

values of TM [76]. [52] observed that the procedures and environment within an 

organization influence TM’s ability to achieve their objectives and goals. [65] asserted that 

an effective AC needs a strong organization charter, as well as TM cooperation and utmost 

support. TM support greatly improves organizational functioning [89]. 

In short, TM support is crucial for organizational accomplishment [87]. Enterprise-wide 

risk management is strategic and cannot succeed without the clear TM support [19]. [19] 

said that in the absence of a clear TM support, many opportunities can be missed, and 

projects can easily fail. According to [87], strong leadership and good management support 
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creates success for almost all strategies, and those organizations that satisfy stakeholders 

and maintain profitability must continue to promote it. Therefore, TM must join in in the 

early stages of the execution of a collaborative risk management system [2]. [92] cautioned, 

however, that the efficacy of TM support may vary across industries and businesses. 

According to [90], organizational boards and TM must ensure that systems enhance 

standards of first cost, second codes of conduct, and any other required policies. 

Management clearly impacts the CG mechanism through impact on board appointments 

and information shared with all other members [54].  

The efficacy of a CG structure for achieving goals requires support of TM and leadership 

[43]. [39] attributed that in the context of low task interdependency, TM support regarding 

collective risk management execution success was low, while on the other hand, TM 

support had a significant impact on application success with high task interdependency. 

TM opinion about risk could influence cooperation and commitment in terms of 

performance and trust [68]. Rodriguez et al. explained that a positive TM attitude towards 

risk urges various sectors to undertake more tasks. [56] observed that TM played a crucial 

role in the success of any efficient risk management system. TM assistance enables the 

incorporation of risk management and any strategy across the complete organization. 

Finally, the nature, sometimes the scope, and of course impact of corporate risk 

management must have some strong support from TM to be successful [78]. Other 

employees of an organization are ready to accept and even adopt an enterprise-wide risk 

management system when TM and BOD are supportive and actively participating in the 

risk management process [7]. Hence, for any cooperative risk management structure to 

succeed, it is crucial that the entire organization finally gets involved. 

There are various duties on the upper management for enterprise risk management which 

covers the chief risk officer for the clear betterment of the company [23]. The framework 

of ERM mainly states that the managers of an organization should support the risk 

management and promote compliances with the clear and appropriate management of risk 

in the area. The efficient approaches of ERM affect the culture of business in a very positive 

manner and it is only possible with support of upper management. The upper level of 

management creates a positive work atmosphere for managing and changing the events of 
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business through the expansion of activities within the business. Further, the approach of 

enterprise risk management helps the seniors to curb the problems of company that 

improves the level of opportunity.  

The upper management at workplace, according to [24] supports the actions related to 

handling any competitive advantage in the enterprise risk management to alter the overall 

conditions of business. It is vital for the managers to embed the risk-aware culture that 

helps in providing a much better understanding of the activities. [20] explained that there 

are different methods adopted by the upper management to increase the chances of positive 

implementation of ERM within an organization. The top management always seems to 

support the employees for the expansion in the system of enterprise risk management with 

appropriate planning and good execution. Further, the upper management supports in a 

positive manner with the pertinence of laws and regulations for the complete ERM process. 

REGULATORY ENVIRONMENT AND RISK MANAGEMENT 

SYSTEM 

To attain the goal of adding value for stakeholders, it is essential that there is a sound 

relationship compliance with risk management and an organisation’s governance [25]. The 

company should ensure that it complies with regulations, and align the requirement for risk 

management with corporate governance. Based on the resource requirements to implement 

ERM, it costs more to regulated industries in comparison with unregulated businesses. 

Companies listed with a country’s relevant Securities Market must comply with the legally 

binding Code of Corporate Governance for Publicly Listed Companies. According to this 

code, a company’s Board of Directors is primarily responsible in ensuring compliance with 

any new code of corporate governance. 

 

Literature suggests that the Board of Directors must report on any new which may impact 

the performance of risk managers [8]. Furthermore, organisations are also required to 

ensure that the listed companies lead with the complaints of new code that impact the 
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effectiveness of ERM within its activities. Therefore, by overseeing compliance with 

regulation, the board of directors protect their organisation from potential risks [26]. 

Therefore, it is essential for risk managers to concentrate their efforts on strategic planning 

to maximize an ERM’s effectiveness. 

 

The ERM team works on planning and setting objectives to be aligned with regulatory 

requirements. Risk is associated with every decision made by a business, beginning from 

the board-level strategic decisions, to daily operational ones by the organisations’ 

employees. Risk is influenced by a number of factors, including government regulations, 

input costs, market competition, sales volume, etc. Thus, this increasingly dynamic 

environment has necessitated changes in the risk management approaches. Rather than 

identifying risks from a silo-based perspective, businesses now view risks more holistically 

using an ERM approach. [4].  An ERM approach is provides a reasonable level of assurance 

that targeted objectives can be achieved. This approach also aids an organization in 

effectively dealing with problems and prospects, thus improving its ability to create and 

preserve value of stakeholders. 

 

This process also has the benefit of inculcating a risk-focused organizational culture. As 

ERM supports a methodologically sound analysis and reporting structure for risks, thus 

drawing the focus of the top management. The board of directors, thus, can oversee the risk 

management activities, review proposed strategies, assess whether these strategies are in 

alignment with the organisation’s objectives and core values, and improve risk mitigation 

decisions [5]. The CEO of an organisation is thus responsible for the implementing this 

approach [6]. 

 

Environmental regulation has quickly emerged as a major regulatory instrument. These 

were developed to cope with rapidly degrading environment, and have been a part of 

intense and organised effort among nations to adopt environmental law. This ecological 

crisis is a result of the under-regulated but expanding footprint of industrial activities since 
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the 1960s. Since then, an increasingly complex regulatory governance has been growing 

owing to rapid diffusion of environmental regulatory regimes from developed economies 

to developing countries. This has manifested as the ever-expanding regulatory scope of 

multiple environmental sectors for pollution control and ecological conservation. 

 

It must be noted that top-down approaches (i.e. – directed by upper management) results 

in lower levels of adopting ERM practices by employees. While top-down approaches 

intend to increase the ability of upper management to manage the risk portfolio, and deal 

with it effectively. In many countries, regulators pressure organisations to improve risk 

management and risk reporting [7]. ERM regulations are more advanced and matured as 

compared to the underdeveloped ones. The Code of Corporate Governance for Publicly 

Held Joint Stock Companies necessitates the maintenance of a sound risk mitigation system 

by publicly-traded firms. The focus on examining national styles of environmental 

regulation has gradually shifted to a focus on the local level, down to street-level regulators. 

 

Along with emerging progressive ideas regarding the creation of value in regulatory 

governance, a greater deal of complexity has been added to extant discourse between 

legalistic and voluntary paradigms. Regarding regulatory strategies for improving 

compliance, regulated industrial enterprises, have shifted from being forced to choose 

between complying or evading, to considering compliance as a component of sustainability 

strategies to achieve business innovations. Developing and emerging economies have 

adopted their own regulatory regimes to address their national circumstances, particularly 

the specific threats of climate change and industrial pollution affecting them. New 

theoretical frameworks are needed to account for how cross-national variations affect 

compelling and emerging issues in environmental regulatory governance. 

 

To bring Publicly Companies up to par with code requirements, boards of directors must 

adopt and adapt risk management plans [8]. As few studies address this specific aspect of 

ERM, there is a little evidence on the factors impact the adoption and effectiveness, 
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particularly among publicly listed companies. For instance, some studies emphasize the 

need for a proactive ERM program implementation, public and private organizations have 

need for effective risk management strategy, there is a little knowledge and awareness of 

risk management assessment procedures [9-11]. 

The benefits of this technique also include creating a risk-focused culture in any firm. 

Furthermore, because ERM promotes better risk reporting, structure, and investigation, it 

improves top management's attention, allowing for the adoption of a better risk mitigation 

approach. Top management, such as the board of directors, play a critical role in ensuring 

that risk management tasks are carried out effectively. According to [5,] high management 

or board members analyse each proposed strategy and make sure it aligns with the 

company's objectives, goals, and fundamental values. According to [6,] every 

organization's CEO or leader is ultimately responsible for the execution or implementation 

of such an approach. The lower the level of adoption of ERM practises by organisational 

personnel, the higher the level of authority monitoring. Typically, such a strategy aims to 

improve top management's ability to oversee the entire portfolio of risks and deal with 

them. Regulators in many parts of the world are pressuring businesses to enhance their risk 

management and overall risk reporting [7]. 

When compared to the underdeveloped ones, the ERM regulations are far more evolved, 

or one could say mature. According to [8,] in order for all public companies to meet the 

code's requirements, the boards and board committees must establish an effective risk 

management plan. Despite the fact that very few studies have ever addressed the specific 

topic of ERM, there is still a dearth of evidence regarding all of the aspects that determine 

its overall level of acceptance and efficacy. According to The Code of Corporate 

Governance for Publicly Held Joint Stock Companies, publicly traded companies must 

maintain a strong risk management strategy. For example, [9] emphasised the importance 

of a proactive ERM programme deployment. [10] demonstrated that every public or private 

business recognises the importance of an effective risk management approach. [11] 

discovered that risk management assessment processes are only partially understood or 

recognised. 



36 
 

36 
 

ERM techniques should always be established for each firm independently, depending on 

the many external and internal variables. ERM is commonly used in the creation of a 

company's strategy to determine the risks associated with the outcomes. In such cases, 

enterprise risk management improves corporate operations by clearly displaying a 

complete profitability analysis. It develops a reasonable plan to handle the problem 

effectively, taking into account unforeseeable circumstances. According to [9], there is a 

need to implement a proactive strategy to corporate risk management. 

2.7 Framework of the Study 

 

Figure 2.1:  Framework of the study 

Dependent Variables: Independent variables: Chief Risk Office, Audit Committee, Top 

Management Support, Regulatory Environment 

Independent variable: Risk Management System  
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UNDERPINNING THEORY 

RESOURCE BASED VIEW THEORY (RBV THEORY) 

A fair appreciation of the RBV models seen as a very critical aspect in the application of 

the innovation system in any business. The RBV model believes that businesses’ internal 

resources and capabilities are the main determinants for businesses’ success or failure in 

the market [62]. They see the businesses ’strategic choices on how to compete in their 

external environment based on the type and strength of those resources and capabilities 

[18]. In short, the RBV theory sees a firm’s resources as the primary determinants of its 

performance and contributing to its overall competitiveness [54]. [2] however, add that 

such resources should also be rare, valuable, and not substitutable. According to the RBV 

theory, resources include assets, capabilities, organizational processes, firm attributes, 

information, and knowledge controlled by a firm to enable it to formulate and implement 

strategies that improve its efficiency and effectiveness [4]. 

 SUMMARY 

This section discussed the dependent variable of the study based on the literature 

review. It further discussed the literature review related to the independent variables in 

relation to the dependent variable. Further discussed the definitions, importance and the 

theories related to the variables.  
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SECTION TWO 

INTRODUCTION 

This section starts with the introduction of research methodology and will discuss the 

different steps involved in the research methodology of the current study. Further it 

discusses the philosophy, approaches and instrumentation. It also discusses the population 

and sample and data collection and analysis procedures. 

RESEARCH METHODOLOGICAL PROCESS 

Research strategies area unit completely different tools for analysis. The strategies 

facilitating analysis area unit referred to as analysis strategies. These scientific strategies 

embody experimental studies, theoretical tools, numeric and statistical approaches. 

Methodology helps to choose the population and sample conjointly. All the results are 

supported by facts and figures. 

POSITIVISM: (PHILOSOPHY OF THIS STUDY) 

The philosophy of positivism is characterised as the belief that only knowledge based on 

facts and figures can be trusted. According to positivism theory, the researcher's position 

is restricted because he or she gathers data and interprets it critically and without coercion. 

This analysis is based on this viewpoint. 

Positivism is based on quantifiable evidence that can be analysed statistically. It must be 

admitted that the positivist research philosophy is difficult to describe precisely and 

succinctly. This is due to the wide range of contexts in which positivism is applied by 

researchers. The number of different ways to describe positivism may be proportional to 

the number of writers who have written about study theory. Nonetheless, positivism is 

founded on the premise that science is the only way to discover the facts. The following 

text discusses positivism with an emphasis on business studies. 
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Positivism is a theory that holds that only "factual" information obtained by observation 

(the senses), including measurement, is reliable. The researcher's position in positivism 

studies is limited to data collection and objective analysis. The study results in these types 

of studies are typically measurable and quantifiable. 

Positivism is based on quantifiable evidence that can be analysed statistically. “As a theory, 

positivism is in line with the empiricist view that understanding arises from human 

experience,” according to one source. It takes an atomistic, ontological view of the 

universe, seeing it as made up of discrete, measurable elements and events that interact in 

predictable, predictable, and normal ways.” 

Furthermore, in positivism studies, the researcher is separate from the sample, and there 

are no safeguards in place to protect human interests. According to Crowther and Lancaster 

(2008), positivist studies often use a deductive method, while inductive analysis is often 

associated with a phenomenology theory. 

Furthermore, positivism refers to the idea that researchers should focus on facts, whereas 

phenomenology focuses on meaning and allows for human interest. “If you take a positivist 

approach to your study, you believe that you are independent of your research and that your 

research can be purely objective,” the researchers warn. 

When doing research, independent means that you engage with your research subjects as 

often as possible.” To put it another way, positivist studies are focused solely on evidence 

and treat the environment as external and objective. Since the researcher's position in this 

study is limited to data collection and objective analysis, positivism is also used. In many 

such studies, the research findings are often quantifiable, as well as observable. 

DEDUCTIVE RESEARCH APPROACH  

Hypotheses are formulated on the basis of current theory in the deductive method, and the 

results can be generalised. The deductive method will be used to establish and analyse 

hypotheses in this review. The deductive method formulates a research approach to test a 

hypothesis or hypotheses based on a pre-existing theory (Silverman, 2013). 
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This method is ideally suited to situations where the aim of the study is to see whether the 

observed phenomena match expectations based on previous studies (Wiles et al., 2011). 

As a consequence, the deductive method can be especially well adapted to the positivist 

approach, which allows for the formulation of theories and statistical testing of predicted 

outcomes to a predetermined degree of probability (Snieder & Larner, 2009). 

A deductive approach, on the other hand, can be used through qualitative analysis methods, 

but the expectations created by prior research will be expressed differently than by 

hypothesis testing (Saunders et al., 2007). 

The deductive method is described as a progression from general to specific: first, a general 

theory and knowledge base is developed, and then the specific knowledge obtained through 

the research process is evaluated against it (Kothari, 2004). 

The key distinction between inductive and deductive research approaches is that a 

deductive approach is concerned with testing theory, while an inductive approach is 

concerned with generating new theory from evidence. A hypothesis is generally the starting 

point for a deductive approach, while research questions are typically used to limit the 

reach of an analysis in an inductive approach. 

Inductive methods are typically based on investigating new phenomena or looking at 

previously studied phenomena from a particular viewpoint, whereas deductive approaches 

are usually focused on causality. 

Inductive methods are more commonly associated with qualitative analysis, whereas 

deductive methods are more commonly associated with quantitative methods. There are no 

hard and fast laws, and some qualitative experiments can be deductive in nature. Grounded 

theory, pioneered by Glaser and Strauss, is one inductive technique that is frequently 

mentioned in research literature. This method requires the researcher to start with an open 

mind and no preconceived notions of what would be discovered. The aim is to come up 

with a new theory that is based on the evidence. After completing the data analysis, the 
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researcher must look at current hypotheses in order to place their new hypothesis within 

the discipline. 

Grounded theory is a method that should not be taken lightly. To find new hypothesis, it 

takes extensive and repetitive sifting through the data, as well as analysing and re-analyzing 

the data several times. It's a method that works well in research projects where the 

phenomenon being studied hasn't been studied before. 

When deciding whether to use an inductive or deductive methodology, the most important 

considerations are the intent of your study and the methods that are ideally suited to test a 

hypothesis, investigate a new or evolving field within the discipline, or address specific 

research questions. 

The deductive method is used in this study since it is focused on developing hypotheses 

based on a pre-existing theory and then formulating a research approach to test it. This 

method is ideally suited to situations where the aim of the study is to see whether the 

observed phenomena match expectations based on previous studies. 

As a consequence, the deductive method can be especially well adapted to the positivist 

approach, which allows for the formulation of theories and statistical testing of predicted 

outcomes to a predetermined degree of probability. 

 QUANTITATIVE RESEARCH (THIS STUDY TYPE IS QUANTITATIVE) 

This method is concerned with quantitative data, as the name implies (Flick, 2011). It 

adheres to a number of agreed statistical criteria for the validity of the approach, such as 

the minimum number of respondents needed to achieve statistical significance (Goddard 

& Melville, 2004). Despite the fact that this research method is based on a positivist theory, 

it can be applied to a broad variety of social phenomena, including emotions and subjective 

perspectives. Despite the fact that this research method is based on a positivist theory, it 

can be applied to a broad variety of social phenomena, including emotions and subjective 

perspectives. 
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Deductive reasoning is used in quantitative analysis, in which researchers start with 

theories and then gather data to see whether there is empirical evidence to support such 

hypotheses. Since quantitative analysis involves numeric data in the form of variables, 

there are observable variables in this review. 

A variable is a unit of measurement for any characteristic that varies or has several potential 

values. Many characteristics are naturally quantitative in nature (for example, years of 

schooling, age, and income); the numbers used to quantify these numeric variables are 

meaningful in that they measure the sum of that characteristic that is present. 

Even though these statistics do not quantify the sum of the characteristic present, 

researchers also are interested in characteristics that are not numeric in nature. These 

variables are given numeric values for use in quantitative analysis. 

Even if the divisions of the variable "sex" are coded as female=1, male=2, this does not 

mean that males have twice as much of the characteristic "gender" as females. Numeric 

variables (in which the numbers have meaning) and categorical variables (in which the 

numbers do not have meaning) can thus be distinguished (which are commonly words or 

ranges). 

Quantitative information can be gathered in a number of ways. Researchers can specifically 

obtain quantitative data (such as reaction times or blood pressure) in laboratory 

environments, or study subjects can self-report such data on a pretest or posttest. 

Questionnaires are widely used to gather quantitative data by asking respondents to record 

perceptions, experiences, and demographics. They may be conducted by an interviewer or 

self-administered. Direct observation of quantitative data collected for a different reason, 

such as quantitative data captured in patients' medical charts or the results of students' 

standardised tests, is also popular. 

Secondary data analysis is a popular quantitative method in which a researcher analyses 

data that was originally obtained by another research team. Large-scale, nationally 

representative data sets are often used. Many organisations make such data sets accessible 
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to enable many researchers to do independent research using high quality data, which 

requires a lot of resources. 

The quantitative method is particularly useful when dealing with specific questions 

regarding well-defined phenomena. Quantitative research necessitates high-quality data 

with well-measured variables (meaning the values of the variables must accurately 

represent differences in the characteristics of interest). 

When conducting research in complex or understudied areas that do not lend themselves 

to being assessed with precise variables, this can be difficult. The quantitative methodology 

is often considered as having better empirical proof than other research methods because 

it uses deductive inference and is therefore more readily interpreted as "true science." 

CHOICES 

The mono process, mixed method, and multi-method options are all illustrated in the study 

onion (Saunders et al., 2007). The mono-method entails using only one research technique 

for the analysis, as the names say. Mixed-methods analysis necessitated the use of two or 

more research methods. 

And generally refers to the application of both qualitative and quantitative research 

methods. A larger number of approaches are used in the multi-method (Bryman, 2012). 

The key distinction between the mixed and multi-method approaches is that the mixed-

method employs a combination of methodologies to produce a single dataset (Flick, 2011). 

The multi-method approach divides the analysis into different parts, each of which 

produces a distinct dataset, which is then analysed using quantitative or qualitative 

methodologies (Feilzer, 2010). This thesis employs a mono method approach since it 

employs only quantitative analysis methods rather than multiple or mixed methods. 

CROSS SECTIONAL RESEARCH (I DID CROSS SECTIONAL RESEARCH) 

The longitudinal and cross-sectional studies are also observational studies. This ensures 

that researchers record data about their subjects without tampering with the research 
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environment. We will simply calculate the cholesterol levels of daily walkers and non-

walkers, as well as any other characteristics of interest to us, in our research.  

We will not persuade non-walkers to start walking or urge regular walkers to change their 

habits. In a nutshell, we'd try not to get in the way. A cross-sectional analysis is 

distinguished by the ability to compare various demographic groups at a single point in 

time. Consider it like taking a picture.  

Findings are derived from whatever works inside the confines of the picture. To return to 

our previous example, we might compare cholesterol levels in daily walkers in two age 

groups, over 40 and under 40, to cholesterol levels in non-walkers in the same age groups. 

We could also construct gender subgroups.  

We would not, however, accept past or potential cholesterol levels because they would be 

beyond the scope. We'd only examine cholesterol levels at a single point in time, that is, 

just once. A cross-sectional study design has the advantage of allowing researchers to 

compare several variables at once. At little or no additional cost, we may, for example, 

look at age, gender, income, and educational level in relation to walking and cholesterol 

levels. Cross-sectional research, on the other hand, do not offer conclusive evidence of 

cause-and-effect relationships. This is because such studies include a snapshot of a 

particular moment in time and do not take into account what occurs before or after the 

snapshot. As a result, we can't say for sure if our daily walkers had low cholesterol levels 

before starting their exercise routines or whether the daily walking behaviour helped to 

lower cholesterol levels that were previously large. 

POPULATION  

The population is a group of people that have similar characteristics and have been chosen 

as a unit of study for research purposes (Fox and Bayat, 2007). The citizens who work for 

FedEx Corporation are the study's target population. Employees are chosen based on their 

availability. 
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 The population refers to the group of individuals, activities, or items of interest that the 

researcher is interested in studying. Every single individual in the population is referred to 

as an element. The total number of this element's population is denoted by the letter "N." 

Sampling is the method of selecting a number of elements (depending on the population 

size) in order to learn about the population's characteristics. The two types of sampling 

methods are probability sampling and nonprobability sampling. In this analysis, non-

probability sampling will be used. 

SAMPLING 

CONVENIENCE SAMPLING (USED IN THE STUDY) 

A convenience sample is one in which the units chosen for inclusion in the sample are the 

most available. Sampling is the process of selecting a representative sample of the 

population. The sample size can be calculated in a variety of ways, using a combination of 

formulas. 

The sample size is specified as the total number of responses received, regardless of the 

number of questionnaires distributed. One of the most important tasks before beginning 

data collection is determining the appropriate sample size for a population. 

The sample size, population estimate, degree of freedom, expected significance level, and 

expected level accuracy are all factors to consider when deciding on a sample size. It is 

easy and simple to calculate the sample size of the population using Cochran's (1953) 

sample determination formula, which is given below. 

Formula:  

n = (t2pq/d2) ÷ (1 + (((𝑡2𝑝𝑞/d2) – 1) ÷ 𝑁))  

n = sample size  
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t2 = 3.8416  

p = 0.50 (maximum assumed sample size) q = 1 - p  

d = 0.05  

N = population size  

If the population is less than 14, the sample size is proportional to the population size, and 

if the population is greater than 200,000, the sample size remains the same at 350. 

The sample size for this analysis, according to Cochran, will be 350. So far, more than 350 

questionnaires have been distributed, with 250 of them successfully returned. The study's 

interpretation is focused on the data that was successfully obtained from a total of 250 

respondents. 

RESEARCH INSTRUMENT  

The information from the respondent was obtained via a questionnaire in this review. The 

items in this study's questionnaire were taken from the previous researcher. The objects are 

taken exactly as they are. The questionnaire employs a five-point Likert scale. 

RELIABILITY 

Cronbach's alpha: 

It is used to determine the questionnaire's reliability; a reliability test evaluates the degree 

of accuracy between different measurements of a variable. The internal accuracy and 

reliability of measurements were estimated using the Cronbach's alpha coefficient. The 

data collection would be accurate if the Cronbach's alpha value is greater than 0.7. If the 

value is similar to 1, the query is more trustworthy. Using statistics software, the coefficient 
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value will be determined, and the Cronbach's alpha test will be used to determine if the 

questionnaire is accurate or not. 

DATA COLLECTION TECHNIQUES 

The analytical methodology used determines how data is collected and analysed. The 

method used at this point of the analysis makes a major contribution to the study's overall 

reliability and validity. Regardless of the project's strategy, the data obtained can be divided 

into two categories: primary and secondary. 

THE PRIMARY DATA COLLECTED IN THE STUDY:  

The term "primary data" refers to information obtained from firsthand sources. This can be 

data derived from respondents in survey or interview data, or data derived from historical 

first-hand sources (Bryman, 2012). However, it is not always data that has been produced 

by the research project. Data collected from statistical collections such as the census, for 

example, may be considered primary data. 

Similarly, secondary data obtained from other researchers may be used as primary data, or 

it can be interpreted by a text that is being analysed (Flick, 2011). The primary data, rather 

than being seen through the lens of another study, is better interpreted as the data that is 

being analysed as such. 

SECONDARY DATA 

Secondary data is information extracted from other researchers' work or opinions 

(Newman, 1998). Since it is information that has already been processed by another, the 

findings of a research paper, for example, may be considered secondary data. Analyses of 

statistical surveys may also be considered secondary evidence (Kothari, 2004). However, 

the data is characterised to some degree by its usage rather than its intrinsic existence 

(Flick, 2011). Depending on whether the writer was actually present, newspapers will serve 

as both a primary and secondary source of information. Newspapers may be used as 
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primary data in a study of social attitudes in the eighteenth century, or in a study of the 

causes of fear of crime in the modern United Kingdom. As a result, rather than an intrinsic 

feature of the data, the most effective distinction between the two types of data which be 

determined by the use of which it is placed in a report. 

DATA ANALYSIS 

CORRELATION AND REGRESSION ANALYSIS: 

Correlation is used to check the relationship among the variables and regression is used to 

check the dependency of dependent variable on independent variables. 

SUMMARY 

This section discussed the following things: research design steps and particularly the 

steps involved in this study, population and sampling, questionnaire, data collection and 

analysis procedures. 
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SECTION THREE 

INTRODUCTION 

This section discusses the results based on descriptive statistics, Cronbach’s alpha, 

correlation and regression. It discusses the acceptance of hypothesis based on these results. 

All the results are found significant as all the independent variable are affecting the 

dependent variable. 

DEMOGRAPHICS: 

From total 250 respondents, there were 165 male and 85 female. Their percentage was 

66% & 34% respectively. Their age level: 25-35 were 65; 35-45 were 100 and 45 and 

above, were 85.  

Descriptive Statistics: 

Table 4.1: Impact on Risk management system by the Chief Risk Officer (CRO)  

 Strongly 

Disagree 

Disagree Neutral Agree Strongly 

Agree 

1. Confirms robust 

oversight of risk at 

the board committee 

and CRO levels. 

7  6 20 196(78.4) 21 

2. Promotes a culture 

that is risk-focused 

and open 

communication 

across the 

organization with 

the help of risk 

officer. 

2  12 8 51 177(70.8) 

3. Assigns clear 

accountability and 

promotes an 

effective risk 

management 

3  12 8 71 156(62.4) 
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framework through 

risk officer. 

4. CRO appropriately 

assesses risks while 

planning new 

strategies, activities, 

and/or products. 

7  35 39 152(60.8) 17 

 

In the table above, 78.4 percent of respondents believe that the board committee and CRO 

have strong risk control. With the guidance of a risk officer, 70.8 percent strongly agree 

that promotes a culture that is risk-focused and thereby, opens communication all around 

the company. 

62.4 percent strongly agree that appointing a risk officer establishes clear lines of 

responsibility and promotes an efficient risk management framework. CRO appropriately 

assesses risks when preparing new plans, programmes, and goods, according to 60.8 

percent of respondents. 

Table 4.2 Effects of Audit Committees (AC) on Risk Management System (RMS).  

 Strongly 

Disagree 

Disagree Neutral  agree  Strongly 

agree 

1. We encourage 

independent audit 

committee AC. 

10 13 18 182(72.8) 27 

2. Audit committees 

are helpful in 

building the risk 

management system. 

4  37 38 163(65.2) 8 

3. All team members 

contribute equally to 

decision making. 

7  10 45 147(58.8) 41 

 

In the table above, 72.8 percent of respondents agreed that independent audit committee 

AC should be encouraged. Audit committees are beneficial in the development of a risk 

management scheme, according to 65.2 percent of respondents. In question three, 58.8% 

of respondents agreed that everyone on the team contributes equally to decision-making. 
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Table 4.3 Impact of Top Management Support on risk management system. 

 

In the table above, 70.8 percent of respondents strongly agree that my organization's 

internal climate provides an effective basis for risk management. The CEO is adequately 

active in the enterprise risk management system process, according to 59.6% of 

respondents, to ensure that the process is properly based on strategic and reputation risks. 

Both main managers of the company participate and contribute in the risk system 

management process, according to 58.8% of respondents. 

 

 

 

 

 

Strongly 

Disagree 

Disagree Neutral Agree Strongly 

Agree 

1. The environment 

in my organization 

provides an 

suitable 

foundation for risk 

management 

system. 

2  12 8 51 177(70.8) 

2. CEO is suitably 

involved in the 

enterprise risk 

management 

system to ensure 

the process is 

appropriately 

dedicated on the 

strategic and 

reputation risks. 

11  

 

31 28 149(59.6) 31 

3. All managers key 

to the organization 

participate and 

contribute in the 

risk system 

management 

process. 

7  10 45 147(58.8) 41 
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Table 4.4 Impact of Regulatory Environment on risk management system. 

 

According to the above table, 70.8 percent of people strongly believe that the regulatory 

imperative for good corporate governance is the guiding force behind the consideration of 

adopting an ERM strategy. My company is facing fines as a result of noncompliance with 

the regulator's provision for the implementation of an ERM strategy, according to 59.6% 

of respondents. Compliance with regulatory requirements has strengthened communication 

between various areas responsible for risk management, according to 58.8% of 

respondents. 

 

 

 

 

 

Strongly 

Disagree 

Disagree Neutral Agree Strongly 

Agree 

1. Compliance with 

the requirements 

of regulation for 

effective corporate 

governance is the 

driving-force to 

even consider the 

adoption of an 

ERM approach. 

2  12 8 51 177(70.8) 

2. Non-compliance 

to the requirement 

of regulation for 

the adoption of 

ERM approach is 

resulting in my 

organization 

facing penalties. 

11  

 

31 28 149(59.6) 31 

3. Coordination has 

improved between 

different areas 

responsible for risk 

management due 

to the compliance 

to the regulatory 

requirements 

7  10 45 147(58.8) 41 
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4.3 Reliability Test of Data  

Table 4.5 Results of Cronbach’s Alpha. 

 

The standard standards for testing and measuring scale reliability have been met in full. 

The results of our study indicate a value of 0.27 (), and the minimum value should not be 

less than 0.7. (Nunnally, 1978). So, based on the above table, we can see that the Cronbach 

alpha values are greater than 0.7, which is considered excellent (Sekaran, 2003) and 

indicates data reliability. 

CORRELATION ANALYSIS 

Here we have tried to find out the basic correlation between independent and dependent 

variables.  

Table 4.6 Results of Correlation analysis between (D.V) and Independent variables is below. 

Correlation between Independent variables Risk 

Management System 

r value p value 

Chief Risk Officer (CRO) .81 .00 

Audit Committee (AC) .87 .00 

Top Management Support .77 .00 

Regulatory Environment .86 .00 

 

Independent variables Cronbach’s alpha 

coefficient 

Chief Risk Officer (CRO) .854 

Audit Committee (AC) .861 

Top Management Support .821  

Regulatory Environment .833 
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The Pearson r value is much greater than the p value, which is 0.00, and the sigma (2-

tailed) “p” value is less than 0.05, as seen in the table above. As a result, it's obvious that 

both of the independent variables and the dependent variable have a positive correlation. 

4.5 REGRESSION ANALYSIS  

The results obtained through regression methods are shown in Table 4.7 given below.  

 

Table 4.7: Results of the Regression Analysis showing the Impact of Independent variables on Risk Management 

System. 

 

According to the data in the table above, bivariate correlation r (R) is 0.531, indicating a 

good positive linear relationship with independent variables having a large effect. The r2 

(R square) coefficient of determination of 0.092 indicates that the independent variables 

affect the dependent variable. However, since this could be overestimated, we used 

modified R square as the more accurate approximation for the entire sample. The estimate's 

standard error was 0.453. We can see and interpret from the above findings that 

independent variables have a significant effect on the risk management system. 

 

Table 4.8: Hypothesis Support from Results 

Summary of Regression Analysis 

Model R R2 Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .531 .092 .25 .45309 

Hypotheses Status 

H1: CRO significantly affects the Risk Management System. Supported 

H2: AC affects the Risk Management System. Supported 
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BBased on the above discussion table 4.8 shows that all the four hypothesis of 

this study are accepted based on the results of correlation and regression. 

4.6 Summary 

The effects of descriptive statistics, cronbach's alpha, correlation, and regression were 

discussed in this section. It debated whether or not to consider a hypothesis based on 

these findings. Since all of the independent variables influence the dependent variable, all 

of the results are important. 

 

 

 

 

 

 

 

 

 

 

 

 

 

H3:  Top Management Support affects the Risk Management 

System. 

Supported 

H3:  Regulatory Environment affects the Risk Management System. Supported 
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CONCLUSION  

INTRODUCTION 

This section is based on conclusion and recommendations. It discusses the importance of 

the contributing factors towards the risk management system in answering the research 

questions. 

CONCLUSION 

Organizational factors (such as employee positions like Chief Risk Officer (CRO), the 

important role of an Audit Committee (AC), and especially Top Management (TM) 

support) associated with enterprise risk management are examined in this report, which 

adds to existing research on the topic. The main findings revealed a positive and important 

relationship between the role of a CRO, an AC, and TM support and the implementation 

of a risk management system. The existence and position of a CRO, AC, and TM support 

affected the implementation of an enterprise-wide risk management system, according to 

this indicator. 

Furthermore, as TM support increased, so did the involvement of the CRO and AC, and 

vice versa, according to the report. Furthermore, there was a clear positive association 

between having a CRO and having an AC, implying that organisations with a CRO were 

more likely to have an AC and vice versaPaape and Speklé (2012) say that organisational 

risk management needs further progression. The results of the study are critical for 

decision-makers in organisations implementing strategic risk management, as they 

recommend that organisations should hire a CRO, an AC, and enlist the help of TM in 

implementing successful risk management policies and mechanisms. A CRO and an AC 

should be in place, and TM funding should be strong, for organisations to reap the potential 

benefits of implementing risk management systems. This study adds to the body of 

information by indicating that risk management systems are used in a variety of industries, 
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including education, infrastructure, healthcare, government, legal, business services, 

manufacturing, not-for-profit, engineering and energy/oil & gas. 

LIMITATIONS  

Only a few variables were studied in this analysis. Future researchers will be able to explore 

more variables. Another flaw in the report is its narrow emphasis on a single industry. 

Despite these flaws, this research adds to the body of knowledge about the risk 

management system. 

FUTURE RECOMMENDATIONS 

The findings of this study have implications for risk management practise and analysis in 

the future. It is proposed that the impact of organisational structure on risk management 

effectiveness be studied in order to better understand the factors that affect the deployment 

of an integrated risk management system. A comprehensive risk management system's 

ability to successfully handle operational risk should also be investigated. In terms of risk 

and organisational structure, more research is needed to see how organisational hierarchy 

affects risk management system implementation. Furthermore, using contingency theory, 

more research can be done to see if more variables like growth rate, independence of board, 

firm size, legislation, ownership structure, business type, corporate governance, efficient 

communication, and risk culture in the enterprise have an influence on the effective 

implementation of organisational broad risk management. 

Although the role of risk management systems in value creation was not explicitly 

addressed in this report, it is suggested that the effect of various levels of deployment and 

their related contributions to value creation be investigated. A study like this may reveal 

whether and how a collaborative approach to risk management affects stakeholder value 

development (Kraus et al., 2012). Finally, to determine a potential cause and effect 

relationship between variables, an experimental testing approach may be used. 
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Annexes 

Questionnaire 

 

No. Items       

1. RISK MANAGEMENT 

SYSTEM  

     

 1. Develops risk 

management system 

that addresses key 

risks across the 

company and elevate 

risk discussions to the 

strategic level. 

     

 2. Approves the firm’s 

risk management 

system as a 

component of its 

strategy. 

     

 3. The internal 

environment in my 

organization provides 

an appropriate 

foundation for risk 

management system. 

     

 4. Requires companies 

to disclose risk 

policies in their 

statement of 

disclosures and set 

out the obligations of 

management to risk 

management and 

internal control. 

     

 5. The top management 

sends an appropriate 

level of emphasis on 

the importance of risk 
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management system 

in my organization. 

2. CHIEF RISK OFFICER 

(CRO) 

     

 1. Ensures robust 

oversight of risk at 

the board committee 

and CRO levels. 

     

 2. Promotes a risk-

focused culture and 

open communication 

across the 

organization with the 

help of risk officer. 

     

 3. Assigns clear lines of 

accountability and 

encourages an 

effective risk 

management 

framework through 

risk officer. 

     

 4. CRO Appropriately 

assesses risks when 

planning new 

strategies, activities 

and products. 

     

3. Audit Committee 

(AC) 

     

 1. We encourage 

independent audit 

committee AC. 

     

 2. Audit committees are 

helpful in building 

the risk management 

system. 

     

 3. All team members 

contribute equally to 

decision making. 

     



69 
 

69 
 

4. TOP MANAGEMENT 

SUPPORT (TM) 

     

 1. The internal 

environment in my 

organization provides 

an appropriate 

foundation for risk 

management system. 

     

 2. CEO is sufficiently 

involved in the 

enterprise risk 

management system 

process to ensure the 

process is 

appropriately focused 

on the strategic and 

reputation risks. 

     

 3. All key managers of 

the organization 

participate and 

contribute in the risk 

system management 

process. 

     

5. Regulatory Environment      

 1. The driving force 

behind the 

consideration for 

adoption of an ERM 

approach is the 

compliance with the 

regulatory 

requirement for 

effective corporate 

governance. 

     

 2. My organization is 

facing penalties as a 

result of 

noncompliance to the 

regulators 

requirement for the 

adoption of ERM 

approach. 

     

 3. The compliance to the 

regulatory 

requirements has 
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improved the 

coordination between 

different areas 

responsible for risk 

management. 

 


