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The Impact of Risk Management on Organizational Performance: A case study 

from an energy company (GMT) in the UK 

 

 

Chapter One: Introduction 

1. Overview 
In today's dynamic business landscape, organizations encounter an array of uncertainties and 

challenges that can significantly impact their operations, financial stability, and long-term 

viability. Consequently, the effective management of risks has emerged as a critical determinant 

of organizational success. As businesses strive to navigate through turbulent environments, 

understanding the intricate relationship between risk management strategies and organizational 

performance becomes imperative (Aven, 2013). This research endeavors to delve into this 

complex interplay, aiming to shed light on how risk management practices influence 

organizational performance. 

2. Research Problem 
Despite the growing recognition of the importance of risk management, there remains a gap in 

understanding the specific mechanisms through which risk management strategies affect 

organizational performance. While numerous studies have explored either risk management or 

organizational performance independently (Hartono et al., 2019; Mahama et al., 2020; 

Wirahadi & Pasaribu, 2022), few have comprehensively examined their interconnectedness. 

Therefore, the central research problem addressed in this study is: "What is the nature of the 

relationship between risk management strategies and organizational performance, and how do 

various risk management approaches contribute to enhancing or detracting from organizational 

effectiveness?" 

3. Research Significance 
This research holds significant implications for both academia and industry. Firstly, by 

elucidating the relationship between risk management and organizational performance, this 

study aims to provide theoretical insights that can enrich the existing literature on strategic 

management, risk theory, and organizational behavior. Moreover, the findings of this research 

can offer practical guidance to businesses in formulating and implementing effective risk 

management strategies, ultimately fostering sustainable competitive advantage and 

organizational resilience. 
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3.1 Theoretical Significance 

Theoretical frameworks abound in academic literature attempting to elucidate the intricate 

relationship between risk management strategies and organizational performance. These 

frameworks often draw from disciplines such as strategic management, organizational 

behavior, and risk theory to propose models and hypotheses regarding how risk management 

influences organizational outcomes (Daniel, 2022). However, despite the richness of 

theoretical constructs, empirical validation of these theories remains sparse. Many of these 

frameworks lack robust empirical support, leaving a gap between theory and practice in 

understanding the actual impact of risk management on organizational performance. 

3.2 Empirical Significance 

Empirical research in the field of risk management and organizational performance is 

characterized by its fragmented nature and limited scope. Existing studies predominantly focus 

on specific industries or geographical regions, limiting the generalizability of their findings 

(Woods, 2009). Consequently, there is a dearth of comprehensive empirical investigations that 

encompass diverse organizational contexts. Such investigations are necessary to provide a 

nuanced understanding of how different risk management practices manifest in various 

organizational settings and their subsequent effects on performance. Addressing this empirical 

gap is crucial for developing evidence-based strategies that can be applied across different 

industries and regions to enhance organizational performance through effective risk 

management.  

4- Research Methodology 
 

Table 1: Research Onion Informing this Study 

Research Philosophy Interpretivism 

Research Approach Inductive 

Research Strategy Case Study 

Time Horizon Cross Sectional 

Data Collection Methods Semi-structured Interviews and Documental 

Analysis 

Data Analysis Thematic Analysis 
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To address these gaps, this study will use a qualitative research approach using GMT company 

as a case study from the UK’s energy industry. Qualitative methods involve exploring and 

understanding complex phenomena in-depth by gathering rich, detailed data from participants' 

perspectives. Therefore, interpretivism is adopted in this research as the research philosophy 

informing this research because it allows for drawing insights from multiple perspectives. This 

unlike to positivism that focus only on one reality. In this study, semi-structured interviews will 

be conducted with key stakeholders from various organizations to delve deeply into their 

experiences and perceptions regarding risk management strategies and organizational 

performance. Additionally, documentary analysis of relevant organizational documents, such 

as risk management policies and performance reports, will provide supplementary insights. The 

questionnaire used in this study (see Appendix) will serve as a guide for the interviews, 

ensuring consistency and comprehensiveness in data collection. Through this qualitative 

methodology, the study aims to uncover nuanced insights into the relationship between risk 

management and organizational performance, thereby contributing to filling the theoretical and 

empirical gaps identified in the literature. For a detailed view of the questionnaire, please refer 

to the Appendix. 

5. Research Questions: 
1- How do key stakeholders perceive the role of risk management strategies in enhancing 

organizational performance? 

Sub-questions: 

a. What are the key components of effective risk management strategies according to 

stakeholders? 

b. How do stakeholders prioritize different types of risks in their organizations? 

c. What challenges do stakeholders encounter in implementing risk management strategies? 

2- What is the impact of risk management strategies on organizational performance as 

perceived by key stakeholders? 

Sub-questions: 

a. How do stakeholders evaluate the effectiveness of risk management strategies in mitigating 

potential risks? 
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b. In what ways do stakeholders believe risk management contributes to achieving 

organizational objectives? 

c. Are there any observed correlations between successful risk management practices and 

financial performance? 

6. Objectives 
1- To explore stakeholders' perceptions of risk management strategies and their relevance 

to organizational performance. 

2- To identify the key components and challenges associated with implementing risk 

management strategies as perceived by stakeholders. 

3- To examine the perceived impact of risk management strategies on organizational 

performance, focusing on effectiveness and contribution to achieving objectives. 

4- To provide nuanced insights into the relationship between risk management and 

organizational performance through qualitative analysis of stakeholder perspectives 

and documentary analysis. 

5- To contribute to filling theoretical and empirical gaps in the literature regarding the 

relationship between risk management and organizational performance. 

7. Research Hypotheses 
H0: There is no significant relationship between the perceived effectiveness of risk 

management strategies and organizational performance. 

H1: There is a significant positive relationship between the perceived effectiveness of risk 

management strategies and organizational performance. 

H0: Stakeholders' perceptions of risk management strategies do not significantly influence their 

evaluation of organizational performance. 

H1: Stakeholders' positive perceptions of risk management strategies positively influence their 

evaluation of organizational performance. 

H0: There is no significant correlation between successful risk management practices and 

financial performance. 

H1: Successful risk management practices are positively correlated with financial performance. 
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8. Research Model 
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Chapter Two: Literature Review 

2.1 Introduction 

In the rapidly evolving landscape of modern business, organizations grapple with a multitude 

of uncertainties and challenges that can profoundly influence their operations, financial well-

being, and long-term survival (Hartono et al., 2019; Mahama et al., 2020) Consequently, 

adeptly managing these risks has become paramount for attaining success (Wirahadi & 

Pasaribu, 2022).. As businesses navigate through unpredictable terrain, understanding the 

intricate interplay between risk management strategies and organizational outcomes becomes 

imperative. This study aims to explore this complex relationship, seeking to uncover how 

various risk management methods impact organizational performance. Despite the growing 

recognition of the importance of risk management in contemporary business environments, 

there exists a persistent gap in our understanding of the intricate mechanisms through which 

risk management strategies exert their influence on organizational performance (Hartono et al., 

2019; Mahama et al., 2020; Wirahadi & Pasaribu, 2022). While a plethora of studies have 

delved into the realm of either risk management practices or organizational performance 

metrics in isolation, there has been a noticeable lack of comprehensive exploration into their 

interconnectedness (Earle, 2010). This gap in the literature highlights a critical need to bridge 

the divide by thoroughly examining the relationship between risk management strategies and 

organizational performance. However, despite the richness of theoretical constructs, empirical 

validation of these theories remains sparse. Many of these frameworks lack robust empirical 

support, leaving a gap between theory and practice in understanding the actual impact of risk 

management on organizational performance. Addressing this empirical vacuum is critical for 

establishing evidence-based methods that can be used across industries and countries to 

improve organisational performance through effective risk management. 

2.2 Independent variable: Risk Management Strategies  

Risk management strategies encompass a broad array of methodologies, processes, and 

frameworks employed by organizations to identify, assess, mitigate, and monitor risks that may 

impact their operations, objectives, and stakeholders. These strategies are essential for 

enhancing organizational resilience, safeguarding against potential threats, and maximizing 

opportunities in a dynamic and uncertain business environment. 
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2.2.1 Definition 

Risk management strategies refer to the systematic approaches, methodologies, and 

frameworks adopted by organizations to identify, assess, mitigate, and monitor risks that may 

affect their objectives, operations, and stakeholders. These strategies are designed to enable 

organizations to proactively manage uncertainties, capitalize on opportunities, and enhance 

resilience in the face of dynamic and complex business environments.  

Risk Identification: Risk management strategies begin with the identification of potential risks 

that may arise from internal or external sources. This involves systematically analyzing various 

aspects of the organization, including its processes, activities, stakeholders, and external 

environment, to identify potential threats and opportunities (Pritchard & PMP, 2014). 

Risk Assessment: Once risks are identified, organizations assess their likelihood and potential 

impact on key objectives. This involves evaluating the severity of the risk, considering factors 

such as probability, magnitude, and velocity, to prioritize risks based on their significance and 

urgency (Carr et al., 1993). 

Risk Mitigation: Following risk assessment, organizations develop and implement mitigation 

strategies to reduce the likelihood and impact of identified risks. This may involve 

implementing control measures, developing contingency plans, transferring risks through 

insurance or contracts, or accepting certain risks as part of the organization's risk appetite. 

Risk Monitoring and Control: Risk management strategies also entail ongoing monitoring and 

control of identified risks to ensure that mitigation measures remain effective and responsive 

to changing circumstances. This involves establishing key performance indicators (KPIs), 

thresholds, and triggers to monitor risk indicators and trigger corrective actions as needed 

(Poolsappasit et al., 2011). 

Integration with Organizational Processes: Effective risk management strategies are integrated 

into various organizational processes, including strategic planning, project management, 

decision-making, and performance management (Rasmussen, 1997). This ensures that risk 

considerations are embedded throughout the organization's activities and decision-making 

processes. 

Continuous Improvement: Risk management strategies emphasize a culture of continuous 

improvement, where organizations regularly review and refine their risk management 

processes in response to changing internal and external factors, emerging risks, and lessons 

learned from past experiences (Chiozza & Plebani, 2006). 
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In-depth understanding and implementation of risk management strategies enable 

organizations to proactively identify and address risks, capitalize on opportunities, enhance 

decision-making processes, build stakeholder confidence (Lindberg & Berger, 1997), and 

ultimately improve organizational performance and resilience in a competitive and uncertain 

business environment (Wang et al., 2020). 

2.2.2 Development 

The development of risk management strategies has evolved over time in response to various 

factors such as changes in regulatory requirements, advancements in technology, and shifts in 

organizational culture. Initially, risk management was primarily focused on financial risks, but 

it has since expanded to encompass a broader range of risks, including strategic, operational, 

compliance, and reputational risks (Spekman & Davis, 2004). 

Over the years, organizations have developed more sophisticated risk management frameworks 

and methodologies to address the complexities and uncertainties inherent in modern business 

environments. This development has been characterized by the adoption of integrated risk 

management approaches (Spekman & Davis, 2004), the use of data analytics and technology-

driven solutions, and the emphasis on embedding risk management into organizational culture 

and decision-making processes. 

2.2.3 Dimensions: 

Risk management strategies can be viewed through multiple dimensions, each of which plays 

a crucial role in shaping how organizations identify, assess, and respond to risks. Let's delve 

deeper into these dimensions: Scope: The scope of risk management strategies encompasses 

the breadth and depth of risks addressed by an organization (Singhal et al., 2011). This 

dimension considers the various categories of risks, such as financial, operational, strategic, 

compliance, and reputational risks. The scope may vary based on the industry, size, and 

complexity of the organization. For instance, a financial institution may primarily focus on 

financial risks related to market fluctuations (Verbano & Venturini, 2011)and credit defaults, 

while a manufacturing company may prioritize operational risks associated with supply chain 

disruptions and production failures. Approach: 

Risk management strategies can adopt either a proactive or reactive approach (Tait & Levidow, 

1992). A proactive approach emphasizes prevention and mitigation, aiming to anticipate and 

address risks before they materialize. This involves implementing preventive measures, such 
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as risk assessments, controls, and contingency plans, to minimize the likelihood and impact of 

adverse events (Mazaraki & Kasianova, 2015). In contrast, a reactive approach focuses on 

responding to risks as they occur, often involving crisis management, incident response, and 

recovery efforts. Both approaches have their merits and are often employed in tandem to 

achieve comprehensive risk management. Integration: 

Integration refers to the degree to which risk management is embedded into organizational 

processes, culture, and decision-making. At one end of the spectrum, oranizations may adopt 

ad-hoc and siloed approaches to risk management, where risk considerations are treated as 

separate from day-to-day operations and are addressed only when necessary. In contrast, fully 

integrated and embedded risk management practices permeate all levels of the organization, 

informing strategic planning, project management, performance evaluation, and resource 

allocation. Integrated risk management fosters a culture of risk awareness and accountability, 

enabling proactive risk identification and response. Flexibility reflects the ability of risk 

management strategies to adapt to changing internal and external dynamics, emerging risks, 

and organizational needs over time. Organizations operate in dynamic environments 

characterized by evolving regulations, technological advancements, market conditions, and 

stakeholder expectations. Effective risk management strategies are agile and responsive, 

capable of adjusting their approaches, priorities, and resources to address new challenges and 

seize opportunities. Flexibility enables organizations to stay ahead of emerging risks, capitalize 

on changing market trends, and maintain resilience in the face of uncertainty. 

By considering these dimensions, organizations can develop holistic and adaptive risk 

management strategies that align with their objectives, culture, and operating environment, 

ultimately enhancing their ability to navigate uncertainty and achieve sustainable success. 

2.2.4 Theories: 

Several theories and frameworks underpin the development and implementation of risk 

management strategies, including: Cosmic Theory of Risk: Proposes that risk is inherent in all 

human activities and organizations must actively manage risk to achieve their objectives. 

Prospect Theory: Suggests that individuals and organizations may exhibit risk-seeking or risk-

averse behaviors depending on their perceptions of gains and losses (Barberis, 2013). Agency 

Theory: Examines the relationship between principals (e.g., shareholders) and agents (e.g., 

management) and how risk management strategies can align the interests of both parties 

(Shapiro, 2005). Resilience Theory: Focuses on building organizational resilience to withstand 
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and recover from disruptions by effectively managing risks and adapting to changing 

circumstances. Understanding these dimensions and theories is essential for organizations to 

develop effective risk management strategies that are tailored to their specific needs, objectives, 

and operating environments. 

2.3 Dependent Variable: Organisational Performance 

Organizational performance refers to the overall effectiveness and efficiency of an organization 

in achieving its objectives and delivering value to stakeholders (Harrison & Wicks, 2013). It 

encompasses various dimensions, including financial outcomes, operational excellence, market 

competitiveness, customer satisfaction, innovation capacity, and social responsibility. 

Organizational performance reflects the organization's ability to utilize its resources, 

capabilities, and strategies to adapt to changing environments, capitalize on opportunities, 

mitigate risks, and fulfill its mission and vision. Measuring organizational performance 

involves assessing key indicators and metrics across different areas of organizational activity, 

such as financial metrics, operational metrics, customer-related metrics, and measures of 

innovation and sustainability. Effective organizational performance is essential for sustaining 

competitive advantage, attracting investment, retaining talent, and maintaining stakeholder 

trust. Organizations continually strive to enhance their performance through strategic planning, 

process improvement, technology adoption, employee development, stakeholder engagement, 

and environmental adaptation (Taouab & Issor, 2019). By focusing on these developmental 

aspects, organizations can foster a culture of continuous improvement and achieve long-term 

success. 

2.3.1 Definition 

Organizational performance encapsulates the comprehensive evaluation of an organization's 

effectiveness and efficiency in achieving its objectives across various dimensions (Mwai et al., 

2018). It encompasses the ability of an organization to utilize its resources, capabilities, and 

strategies to deliver value to stakeholders and achieve sustainable success. While financial 

outcomes are essential components of organizational performance, it extends beyond mere 

profitability to include operational excellence, market competitiveness, customer satisfaction, 

innovation capacity, and social responsibility. In essence, organizational performance signifies 

the overall health and vitality of an organization, reflecting its ability to adapt to changing 

environments, capitalize on opportunities, mitigate risks, and fulfill its mission and vision. 
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2.3.2 Development: 

The development of organizational performance involves the evolution and refinement of 

strategies, processes, and capabilities over time to enhance overall effectiveness and efficiency. 

This development trajectory is influenced by various internal and external factors, 

organizational decisions, and environmental dynamics (Akdere & Egan, 2020). Here are key 

aspects to consider: 

 Strategic Planning: Organizations develop performance goals and objectives aligned with their 

mission, vision, and strategic priorities. Strategic planning involves defining clear objectives, 

identifying key performance indicators (KPIs) (Amorelli & García‐Sánchez, 2021), and 

developing action plans to achieve desired outcomes. Continuous refinement and adaptation of 

strategies based on performance feedback and environmental changes are essential for 

sustained development. 

 Organizational Culture: The development of a performance-oriented culture is critical for 

fostering employee engagement, innovation, and accountability (Assoratgoon & Kantabutra, 

2023). A supportive culture that values transparency, collaboration, learning, and continuous 

improvement can significantly impact organizational performance. Organizations invest in 

leadership development, employee training, and cultural initiatives to cultivate a conducive 

environment for performance excellence (Martinez et al., 2023). 

 Process Improvement: Continuous process improvement initiatives, such as Lean Six Sigma, 

Total Quality Management (TQM), and Business Process Reengineering (BPR) (Teeling et al., 

2023), contribute to enhancing organizational performance. By streamlining workflows, 

eliminating waste, and optimizing resource allocation, organizations can enhance efficiency, 

reduce costs, and deliver higher-quality products and services to customers. Technology 

Adoption: The adoption of advanced technologies and digital tools plays a crucial role in 

enhancing organizational performance (DeVore et al., 2024). Technologies such as data 

analytics, artificial intelligence (AI), cloud computing, and automation enable organizations to 

streamline operations, make data-driven decisions, enhance customer experiences, and 

innovate more rapidly (Garcia et al., 2024). 

 Employee Development: Investing in employee development and talent management 

initiatives is vital for building a skilled, motivated, and high-performing workforce (Imron et 

al., 2024). Organizations provide training, mentorship, career development opportunities, and 
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performance incentives to empower employees to contribute effectively to organizational goals 

(Sypniewska et al., 2023). 

Stakeholder Engagement: Engaging with stakeholders, including customers, employees, 

suppliers, investors, and communities, is essential for understanding their needs and 

expectations and aligning organizational efforts accordingly (Hasan et al., 2024). Effective 

stakeholder engagement builds trust, fosters collaboration, and enhances organizational 

reputation, which positively impacts performance outcomes. Environmental Adaptation: 

Organizations must adapt to changes in the internal and external environment to sustain 

performance excellence. This involves monitoring market trends(Gerlak et al., 2023), 

regulatory developments, technological advancements, and competitive dynamics, and 

adjusting strategies and operations accordingly to seize opportunities and mitigate risks. 

By focusing on these developmental aspects, organizations can foster a culture of continuous 

improvement, innovation, and adaptability, leading to enhanced organizational performance 

and long-term success (Harrison & Wicks, 2013). 

2.3.3 Dimensions 

Organizational performance is a multidimensional construct influenced by various internal and 

external factors that shape the organization's capabilities, strategies, and outcomes. 

Understanding these dimensions is crucial for assessing and improving organizational 

performance:  

Internal Factors: 

Resources and Capabilities: The organization's tangible and intangible assets, including 

financial resources, human capital, intellectual property, technology infrastructure, and brand 

reputation, contribute to its competitive advantage and performance outcomes(Kruesi & 

Bazelmans, 2023; Nudurupati et al., 2024; Stumpf et al., 2023). 

Organizational Culture: The shared values, beliefs, norms, and behaviours within the 

organization shape its culture and influence employee attitudes, behaviours, and performance. 

A positive and supportive culture fosters collaboration, innovation, and high performance. 

Leadership: Effective leadership plays a pivotal role in setting the vision, direction, and tone 

for the organization. Strong leadership qualities, such as vision, integrity, communication 

skills, and strategic decision-making, inspire trust, motivation, and alignment among 

employees, driving organizational performance. 
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Strategy and Alignment: The clarity, relevance, and alignment of organizational goals, 

strategies, and objectives with market demands and stakeholder expectations impact 

performance outcomes. Strategic alignment ensures that resources and efforts are directed 

towards achieving strategic objectives effectively. 

Organizational Structure and Processes: The design, flexibility, and efficiency of organizational 

structures and processes influence decision-making, coordination, and execution of activities. 

Streamlined processes, clear roles and responsibilities, and effective communication channels 

enhance organizational agility and performance. 

Performance Management Systems: Robust performance management systems, including goal 

setting, performance appraisal, feedback mechanisms, and reward systems, promote 

accountability, transparency, and continuous improvement. Performance metrics aligned with 

strategic objectives enable organizations to track progress and drive performance 

improvements. 

External Factors: 

Market Dynamics: Changes in market demand, consumer preferences, competitive landscape, 

and industry trends impact organizational performance. Organizations must anticipate and 

adapt to market shifts to maintain relevance and competitive advantage. 

Regulatory Environment: Compliance with laws, regulations, and industry standards is 

essential for organizational sustainability and reputation. Regulatory changes, compliance 

requirements, and industry standards influence strategic decision-making and resource 

allocation. 

Competitive Landscape: The intensity of competition, market positioning, and competitive 

strategies of rivals influence organizational performance. Organizations must monitor 

competitor activities and differentiate themselves to gain a competitive edge. 

Technological Disruptions: Rapid advancements in technology disrupt industries, create new 

opportunities, and pose threats to incumbent players. Embracing technology innovation, digital 

transformation, and technological advancements can enhance organizational performance. 

Macroeconomic Conditions: Economic factors such as inflation, interest rates, exchange rates, 

and GDP growth impact consumer spending, investment decisions, and business operations. 

Organizations must navigate economic uncertainties and downturns to sustain performance. 
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Successful organizations recognize the interplay between these internal and external factors 

and actively manage them to enhance performance, adapt to changing environments, and 

achieve long-term success. Strategic alignment, organizational agility, innovation, and 

continuous improvement are essential for optimizing organizational performance across these 

dimensions. 

2.3.4 Theories 

Several theories and frameworks provide valuable insights into the determinants of 

organizational performance and strategies for achieving sustainable competitive advantage: 

Resource-Based View (RBV): 

The RBV emphasizes the critical role of internal resources and capabilities in driving 

competitive advantage and superior performance. According to RBV, organizations that 

possess resources that are valuable, rare, inimitable, and non-substitutable (VRIN) are more 

likely to outperform competitors. These resources can include tangible assets such as 

technology and facilities, as well as intangible assets such as knowledge, reputation, and 

culture. By leveraging their unique resources and capabilities, organizations can create barriers 

to imitation and sustain their competitive advantage over time. 

Agency Theory: 

Agency Theory focuses on the relationship between principals (e.g., shareholders) and agents 

(e.g., management) within an organization and how this relationship influences organizational 

performance. The theory examines issues such as agency conflicts, moral hazard, and adverse 

selection, highlighting the importance of aligning the interests, incentives, and monitoring 

mechanisms of principals and agents. Effective governance structures, transparent 

communication, and performance-based incentives are essential for mitigating agency 

problems and improving organizational performance. 

Balanced Scorecard (BSC): 

The Balanced Scorecard is a strategic management framework that provides a holistic approach 

to measuring organizational performance across four perspectives: financial, customer, internal 

processes, and learning and growth. By incorporating both financial and non-financial metrics, 

the BSC enables organizations to assess performance from multiple dimensions and align 

strategic objectives with operational activities. This balanced approach encourages a focus on 
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long-term value creation, customer satisfaction, process efficiency, and employee 

development, contributing to improved overall performance. 

 

Contingency Theory: 

Contingency Theory suggests that organizational performance is contingent upon the 

alignment between internal and external factors, as well as the fit between organizational 

strategies and structures with the environment. Organizations must adapt their strategies, 

structures, and management practices to fit the specific demands of their operating environment 

and respond effectively to changes in market conditions, technological advancements, 

regulatory requirements, and competitive dynamics. Flexibility, responsiveness, and agility are 

essential for achieving optimal performance in diverse and dynamic environments. 

 

By understanding and applying these theories and frameworks, organizations can assess their 

strengths and weaknesses, identify opportunities and threats, and develop strategies to enhance 

their performance effectively. By leveraging internal resources, aligning incentives, measuring 

performance comprehensively, and adapting to changing circumstances, organizations can 

achieve sustainable growth and success in today's competitive business landscape. 

2.4 The Relationship between the Research Variables 

While there is a general recognition of the importance of risk management strategies in 

enhancing organizational performance, the literature highlights patterns, conflicts, and gaps 

that warrant further investigation. Addressing these gaps through rigorous empirical research, 

methodological advancements, and context-specific analyses is essential for gaining a 

comprehensive understanding of the complex relationship between risk management and 

organizational performance. Based on the literature review, the relationship between risk 

management strategies and organizational performance exhibits several patterns, conflicts, and 

gaps: 

2.4.1 Patterns 

Positive Correlation: 

Numerous studies consistently demonstrate a positive association between effective risk 

management strategies and improved organizational performance. Organizations that prioritize 
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proactive risk management practices tend to achieve better financial results, operational 

efficiency, and overall effectiveness. By identifying potential risks early and implementing 

robust mitigation measures, these organizations minimize disruptions, reduce costs associated 

with risk incidents, and enhance their competitive advantage in the market. 

Strategic Alignment: 

A prevailing pattern observed in the literature is the strategic alignment between risk 

management strategies and organizational objectives (Barberis, 2013). Successful 

organizations integrate risk management into their strategic planning processes, ensuring that 

risk mitigation efforts are aligned with broader business goals and objectives. This alignment 

enables organizations to make informed decisions regarding risk tolerance, resource allocation, 

and investment priorities, resulting in superior performance outcomes. Moreover, strategic 

alignment fosters a culture of risk-awareness and accountability throughout the organization, 

enhancing resilience and adaptability to changing market conditions. 

Resource Utilization: 

Effective risk management practices facilitate optimal resource allocation within organizations 

(Kruesi & Bazelmans, 2023; Kulinich et al., 2023; Porath, 2023). By proactively identifying 

and assessing risks, organizations can allocate resources more efficiently, mitigate potential 

losses, and capitalize on emerging opportunities. Through risk mitigation strategies such as 

diversification, hedging, and contingency planning, organizations can safeguard their assets, 

enhance operational efficiency, and improve overall performance. Furthermore, effective risk 

management enables organizations to leverage their resources more effectively, thereby 

maximizing their potential for growth and innovation. 

In summary, these patterns underscore the importance of implementing proactive risk 

management strategies that are strategically aligned with organizational objectives. By 

optimizing resource utilization, mitigating potential risks, and fostering a culture of risk-

awareness, organizations can enhance their performance and sustain long-term success in 

today's dynamic business environment. 

2.4.2 Conflicts: 

Short-term vs. Long-term Focus: 

A notable conflict highlighted in the literature is the tension between short-term risk mitigation 

strategies and long-term organizational performance. Some organizations may prioritize 
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immediate risk reduction to address pressing concerns or comply with regulatory requirements, 

potentially neglecting investments in innovation, strategic growth initiatives, and 

organizational resilience (Ide et al., 2023). This short-term focus on risk avoidance may hinder 

the organization's ability to adapt to evolving market conditions (Murshed et al., 2023), 

capitalize on emerging opportunities, and sustain competitive advantage over the long term. 

Trade-offs between Risk and Return: 

Another conflict arises from the trade-offs between risk management strategies aimed at 

minimizing risks and those focused on maximizing returns. Organizations often face dilemmas 

in balancing risk aversion with risk-taking behavior, particularly in highly competitive or 

volatile industries. While conservative risk management approaches may safeguard against 

potential losses, they may also limit the organization's ability to pursue high-reward 

opportunities or innovate. Conversely, overly aggressive risk-taking behavior may expose the 

organization to undue risk and jeopardize its financial stability and reputation. Striking the right 

balance between risk and return is essential for optimizing organizational performance and 

sustaining long-term value creation. 

Cultural Barriers: 

Cultural barriers within organizations can create conflicts that hinder effective risk 

management practices. Resistance to change, lack of transparency, and siloed decision-making 

processes are common cultural barriers that impede risk management efforts and undermine 

organizational performance (Barrio‐Ruiz et al., 2024; Schenk, 2023; Tupan, 2024). In 

organizations where risk management is perceived as a compliance-driven exercise rather than 

a strategic imperative, employees may resist adopting risk-aware behaviors or sharing relevant 

information. Moreover, cultural silos and communication barriers can prevent cross-functional 

collaboration and alignment, leading to fragmented risk management practices and increased 

exposure to risks. 

In summary, these conflicts underscore the challenges organizations face in balancing short-

term risk mitigation with long-term value creation, navigating trade-offs between risk and 

return, and overcoming cultural barriers that impede effective risk management practices. 

Addressing these conflicts requires a strategic approach that integrates risk management into 

the organization's culture, decision-making processes, and strategic priorities, fostering a 

holistic view of risk and enhancing organizational performance. 



19 
 

2.4.3 Gaps 

Limited Empirical Evidence: 

Despite the theoretical understanding of the relationship between risk management and 

organizational performance, there remains a significant gap in empirical research providing 

conclusive evidence of this relationship (Ngo et al., 2024; Syrová & Špička, 2023). Many 

existing studies tend to focus on specific industries or organizational contexts, limiting the 

generalizability of their findings to broader populations. Additionally, the majority of empirical 

research in this area often relies on cross-sectional data or case studies, which may lack the 

longitudinal perspective necessary to establish causal relationships between risk management 

strategies and organizational performance. 

Methodological Challenges: 

Gaps exist in the methodologies used to measure and assess the impact of risk management 

strategies on organizational performance. One significant challenge is the lack of standardized 

metrics or performance indicators for evaluating the effectiveness of risk management 

practices. Additionally, inconsistent measurement approaches across studies make it difficult 

to compare findings or draw robust conclusions. Moreover, methodological issues such as 

endogeneity, sample selection bias, and reverse causality pose challenges in establishing 

causality between risk management strategies and organizational performance, thereby 

undermining the validity and reliability of research findings. 

Contextual Specificity: 

There is a notable gap in understanding the contextual factors that mediate or moderate the 

relationship between risk management strategies and organizational performance (Klessova et 

al., 2023). The effectiveness of risk management practices may vary significantly across 

different industries, organizational sizes, geographic locations, and regulatory environments. 

However, many studies overlook these contextual nuances, leading to a lack of comprehensive 

understanding of how contextual factors influence the relationship between risk management 

and organizational performance (Öztürk, 2022). Addressing this gap requires context-specific 

analyses that consider the unique organizational dynamics, industry characteristics, and 

environmental factors shaping the effectiveness of risk management strategies (Boyle et al., 

2023) 
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In summary, these gaps highlight the need for further empirical research that transcends 

industry boundaries, adopts robust methodological approaches, and accounts for contextual 

specificity in examining the relationship between risk management strategies and 

organizational performance. By addressing these gaps, researchers can contribute to a more 

nuanced understanding of how risk management practices influence organizational outcomes 

and inform evidence-based decision-making in practice. 

2.5 Conclusion 

In conclusion, this chapter has provided a comprehensive review of the literature pertaining to 

the relationship between risk management strategies and organizational performance. Through 

an analysis of existing studies, various patterns, conflicts, and gaps have been identified, 

offering valuable insights into the complexities of this relationship. 

The review revealed consistent patterns indicating a positive correlation between effective risk 

management practices and enhanced organizational performance. Strategic alignment, resource 

utilization, and proactive risk mitigation emerged as key factors contributing to organizational 

success. However, conflicts such as short-term focus versus long-term goals and trade-offs 

between risk and return underscored the challenges organizations face in balancing risk 

management with value creation initiatives. Additionally, cultural barriers within organizations 

were found to impede effective risk management practices, hindering organizational resilience 

and performance. 

Despite the valuable insights provided by existing literature, several gaps were identified, 

including the need for more empirical evidence, methodological improvements, and a deeper 

understanding of contextual factors influencing the effectiveness of risk management 

strategies. 

Moving forward, future research should address these gaps by conducting longitudinal studies, 

developing standardized metrics, and exploring contextual nuances to enhance our 

understanding of how risk management strategies impact organizational performance. By 

addressing these research implications, scholars can contribute to the advancement of 

knowledge in the field of risk management and inform evidence-based practices for promoting 

organizational resilience and long-term success. 
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Appendix  
Introduction to the Topic: 

Dear Participant, 

Thank you for agreeing to participate in this research study. The aim of this study is to 

investigate the relationship between risk management strategies and organizational 

performance. Your input is invaluable in helping us gain insights into this important area of 

research. Please read the following information carefully before proceeding to the 

questionnaire. 
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Questionnaire Section 1: Risk Management Strategies 

Variable 1: Identification of Risks 

How does your organization identify potential risks? 

Internal risk assessments 

External risk assessments (e.g., market analysis, competitor analysis) 

Combination of internal and external assessments 

Other (please specify) 

To what extent do you believe your organization's risk identification process is thorough and comprehensive? 

Not at all thorough 

Slightly thorough 

Moderately thorough 

Very thorough 

Extremely thorough 

Variable 2: Risk Assessment and Analysis 

What methods does your organization employ to assess and analyse identified risks? 

Qualitative risk assessment techniques (e.g., risk matrices, risk registers) 

Quantitative risk assessment techniques (e.g., probabilistic risk modelling, scenario analysis) 

Combination of qualitative and quantitative techniques 

Other (please specify) 

How frequently does your organization conduct risk assessments? 

Daily 

Weekly 

Monthly 

Quarterly 

Annually 
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Questionnaire Section 2: Organizational Performance 

Variable 3: Financial Performance 

How would you rate your organization's financial performance over the past fiscal year? 

Very poor 

Poor 

Average 

Good 

Very good 

To what extent do you believe your organization's financial performance is influenced by its risk management 

practices? 

 

Not at all influenced 

Slightly influenced 

Moderately influenced 

Very influenced 

Extremely influenced 

 

Variable 4: Operational Performance 

How would you rate your organization's operational performance in terms of efficiency and productivity? 

Very poor 

Poor 

Average 

Good 

Very good 

In your opinion, how does effective risk management contribute to improving operational performance 

within your organization? 

Enhances resource allocation and utilization 

Minimizes disruptions and downtime 

Improves decision-making processes 

Enhances agility and responsiveness to change 

Other (please specify) 

Thank you for completing the questionnaire. Your input is greatly appreciated and will 

contribute to advancing our understanding of the relationship between risk management 

strategies and organizational performance. 
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