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 مستخلص الدراست

 أهميت جىضيذ مؼ الشزكاث، لها جتػزض أن ًمكً التي المخاطز أهىاع جددًد إلى الدراست هدفت

 التيبؤ في المخاطز إدارة جلػبه الذي الدور  شزح. للشزكاث يتالمال الخسائز جقليل في المخاطز إدارة

 الإدارة جطبيق جىاجه التي التددًاث غلى التػزف. مػها للتػامل خطط ووضؼ المدتملت بالمخاطز

 .الشزكاث في للمخاطز الفػالت

 التشغيليتو  الماليت البياهاثوجدليل  جمؼ: خلال مً التدليلي الىصفي المىهج الدراست استخدمت

 أرامكى شزكت اختيار: خلال مً الحالت دراست ومىهج. 2222-2222 للفترة السػىدًت أرامكى لشزكت

 جأثز يمد لفهم البياهاث جدليل. ليت والتشغيليت للشزكتالما خاطزالم لإدارة خالت كدراست السػىدًت

 .الىفط أسػار بتقلباث الشزكت أداء

 الىتائج اهم الى الدراست وجىصلت

 
ا
 جددًد شملت والتي ،2222 في الشزكت مستىي  غلى السىق  مخاطز لإدارة مىخدة لسياست أرامكى جطبيق: أول

 . الطىارئ  وخطط والزقابت الإشزاف وإجزاءاث لها خدود ووضؼ المخاطز وقياس

 
ا
 بػد والإًزاداث الأرباح في ملحىظ همى لىخظ خيث ،2222و 2222 لػامي لأرامكى الماليت اثالبياه مزاجػت: ثاهيا

 جدسين في السياست لفاغليت ٌشير مما. الأرباح لصافي% 96.4و للإًزاداث% 99 بلغت همى بيسب السياست، جطبيق

 .المالي الشزكت أداء

ز استمزار ضزورة خىل  التىصياث وجمدىرث  مدي وقياس لها، اللاسمت المىارد وجىفير خاطزالم إدارة أهظمت جطىٍ

 .المجال هذا في الىاجحت الػالميت الخبراث مً والاستفادة المخاطز، ثقافت ووشز الأداء، في مساهمتها
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Introduction 

In a volatile environment, economic institutions, especially small and medium-sized ones, 

are subject to various challenges and risks that can affect their stability and the 

achievement of their goals. The pace of competition accelerates in this context, as an 

organization becomes more intertwined with its immediate and distant environment. This 

complexity creates complexity and diversity of risks facing the organization, which must 

be addressed effectively to avoid losses and deterioration. 

In this context, the importance of financial risk management, especially for small and 

medium-sized enterprises, lies in developing strategies based on a precise understanding 

of potential challenges and dealing effectively with them. Identifying and assessing risks 

and using this information to develop effective management plans are essential to 

ensuring business continuity and achieving desired objectives. 

In addition, the volatile and complex economic situation requires improving financial 

control systems and enhancing enterprise performance. Financial risk management can 

help identify and improve weak areas, and strengthen the control system to ensure 

adaptation to shifts in the economic environment. 

To ensure an organization's success, risk management strategies must be comprehensive 

and integrated into its overall structure. Economic leaders need to be aware of the 
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challenges surrounding the organization and make wise decisions to avoid risks and 

maintain financial sustainability. 

Accurate risk identification and assessment is a vital part of an organisation's success 

strategy, especially when risk exposure is an integral part of a profit-generating strategy. 

Effectively managing these risks is particularly important, as it can contribute to improving 

financial performance and reducing the chances of failure and loss of returns. 

Research shows that designing financial risk management strategies plays a pivotal role in 

enhancing an organization's financial stability. Emphasizes the importance of enhancing 

awareness and providing training to employees on financial market issues, to enhance 

understanding of the influencing factors and how to effectively deal with those risks. 

Financial risk management is not just a guide to analysis and estimation, but also includes 

developing strategies to reduce the impact of negative risks and exploit positive 

opportunities. Economic leaders and managers must devote time and resources to 

understanding potential challenges and developing effective responses to those 

challenges. 

Financial risk management requires integrated strategies and committed teams, as the 

ability to deal with risks effectively is an essential part of the success of organizations in a 

volatile economic environment. 
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Emphasizing the importance of financial management, research shows that it contributes 

significantly to improving the financial performance of organizations and providing the 

financial tools necessary to achieve sustainability. Statistics indicate that financial 

management plays a vital role in improving profitability and enhancing the ability to bear 

risks, and it is an essential tool that enables institutions to deal with fluctuations in the 

economic environment and provide the necessary financial support to face challenges. 

Research also highlights the importance of management's role in designing and 

implementing financial policies, including an emphasis on awareness of risks and how to 

manage them effectively. The research reflects the strategic view of financial risk 

management, and how SMEs can achieve maximum financial benefit and ensure 

sustainability by adopting best risk management practices. 

In this context, understanding and assessing risk aspects is fundamental to the success of 

organizations in a volatile economic environment. If risk is part of a profit strategy, it must 

be managed carefully to avoid losses and ensure the organization's targeted goals are 

achieved. 
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Research problem 

The main problem faced by companies, which is the focus of our research, is the 

challenges related to incurring large financial losses resulting from the lack of an effective 

risk management system. The research context is characterized by increasing complexity 

in the modern business environment, making the necessity of improving risk management 

systems vital to ensure companies' sustainability and efficient achievement of their 

objectives. 

Research shows that companies that experience a significant loss of profits or experience 

financial difficulties may be a result of their inability to effectively deal with financial 

challenges and increased risks. Therefore, research should focus on examining how to 

design and implement a comprehensive risk management system in these companies, 

focusing on the impact of this system on reducing financial losses and enhancing their 

financial stability. 

 

The importance of studying 

 Practical importance: 

Research is a valuable tool for companies in guiding them towards a practical and effective 

application of a risk management system. The research provides practical guidance and 

guidance for designing and implementing a system that contributes to improving its 
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financial performance and reducing financial losses. Companies can benefit from the 

findings and recommendations provided by the study to ensure the sustainability of their 

business and enhance their ability to adapt to financial challenges. 

Companies can integrate a risk management system based on the practical guidance 

provided, which enhances the effectiveness of decision-making and strengthens their 

resilience in the face of fluctuations in the economic environment. Therefore, research 

plays an important role in improving the applied performance of companies and ensuring 

their sustainability in light of changing financial challenges. 

 

 Theoretical importance: 

The research contributes to enriching theoretical knowledge about the concept and tools 

of risk management. It provides a deep academic understanding of the role of risk 

management in reducing financial risks, which contributes to building strong theoretical 

foundations in this field. The research provides a theoretical framework that enhances 

understanding of the relationship between implementing a risk management system and 

companies achieving financial stability. 

By providing in-depth theoretical insights, the research can contribute to the development 

of academic literature on the field of risk management, enabling researchers and students 

to further their studies and research in this field. The research thus enhances scientific 
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understanding of the role of risk management in the context of financial and economic 

transformations. 

 

Research aims: 

1. Determine the types of risks that companies can be exposed to, while explaining 

the importance of risk management in reducing companies„ financial losses 

2. Explain the role that risk management plays in predicting potential risks and 

developing plans to deal with them 

3. Identify the challenges facing implementing effective risk management in 

companies. 

 

Research questions: 

1. What types of risks can companies be exposed to? 

2. How can risk management contribute to reducing financial losses? 

3. What are the challenges in implementing effective risk management? 
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Previous studies. 

1- A study by Mubarakiya and Rahali (2021) entitled The role of risk management in 

improving financial performance in economic institutions. Case study: Electricity 

and Gas Distribution Corporation “Tebessa Distribution Concession” during  

Period (2015-2019.( 

This memorandum aims to study the extent to which risk management contributes to 

improving the financial performance of the Electricity and Gas Distribution Corporation 

“Tebessa Distribution Concession” for the period (2015-2015), through assessing non- - - - 

systemic risks, mainly represented in operational risks and financial risks, as it The study 

evaluated the level of operational risks through the dispersion of the result of exploitation 

and the dispersion of the economic return, in addition to evaluating the financial risks 

through the dispersion of the financial result, the dispersion of the financial return, and the 

dispersion of the effect of financial leverage, where the study concluded that the level of 

operational risks was high. And the financial returns of the institution during the study 

period. The study also confirmed the fluctuation of both the economic return and the 

financial return of the institution in the same period. 
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2- A study by Hassan, Abdul Rahman, and Abdullah (2023) entitled The Impact of 

Financial Risk Management in Improving the Financial Performance of Small and 

Medium Enterprises Listed on the Egyptian Nile Stock Exchange: An Applied Study 

This study seeks to identify the role of financial risk management in improving the 

financial performance of small and medium-sized companies listed on the Egyptian Nile 

Stock Exchange. 

To achieve this goal, the reports and financial statements of a sample of 12 small and 

medium-sized companies listed on the stock exchange were used during the period from 

2018 to 2021. Financial risk management indicators were calculated, namely the credit 

risk rate and the liquidity risk rate, and the return on equity rate was used as an indicator 

of financial performance. . 

Using a simple regression analysis method, the study rejected the main hypothesis, which 

states that there is a statistically significant effect of financial risk management in 

improving the financial performance of the companies under study. 

In light of the results of the study, the researcher presented a number of recommendations 

and proposals, and future research prospects were presented. 

 



16 
 

3- Youssef (2019) study entitled the role of financial risk management in maximizing 

the value of the joint-stock company in the capital market in the Arab Republic of 

Egypt. 

Finance literature indicates that financial risk management in the facility plays a tangible 

role in maximizing the value of the facility, as it leads to a lower rate of return required by 

financiers. Therefore, the theory expects that the company„s management of financial risks 

will lead to 

To increase the company's ability to attract credit funds on better terms, and to increase 

the company's ability to maximize shareholder value. The results of the study are that 

financial risk management represents one of the sub-strategies of the enterprise„s value 

creation approach, as it contributes to preserving shareholders„ wealth from partial or total 

loss, by protecting the company against financial risks, which increases the level of 

confidence among investors and increases their willingness to finance The facility, and 

thus contributes to reducing the rate of return they require on their investments in the 

facility, which leads to an increase in the value of the facility in the money market. 

 

4- A study by Al-Uqaili and Abdel-Dayem (2015) entitled The impact of risk 

management and governance on the performance of commercial and Islamic 

banks in light of the financial crisis (an applied study on Arab banks). 
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This research aimed to study the impact of applying risk management and governance on 

the performance of commercial and Islamic banks before and after the global financial 

crisis. 

The theoretical framework included the definition of enterprise risk management (ERM) 

and the difference between it and traditional risk management, the factors affecting risk 

management in banks, the development of a framework for risk governance, the 

relationship of risk management to its governance, and the role of bodies and associations 

in applying risk management and governance to limit the repercussions of the financial 

crisis. In addition to the repercussions of the financial crisis on standards and risk 

disclosure in banks. 

Five main hypotheses were also tested related to the differences in performance indicators 

between banks that apply and those that do not apply risk management and governance, 

and between commercial and Islamic banks, as well as the differences before and after the 

financial crisis and in Arab banks. 

The results supported the importance of banks applying risk management and governance 

and its effective role in influencing their performance. However, the study did not find 

significant differences between its application in commercial and Islamic banks or 

between Arab countries. 
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5- Study by Debba and Qandouri (2021) entitled The role of internal audit in risk 

management in Algerian insurance companies - a field study of a sample of 

insurance institutions in the cities of Ouargla and Touggourt during the third 

quarter of 2021 

This study aimed to know the extent to which internal audit contributes to risk 

management in insurance companies to reduce solvency risks in insurance companies 

specifically in line with their executive policy, with a presentation of the concept of risk in 

addition to internal audit, its types and the extent of its contribution to risk management. 

We have discussed the definition of insurance companies, their types, and the risks that 

affect insurance companies. We also mentioned the solvency margin in insurance 

companies and the most important risks that affect them, which have a role in determining 

a percentage of the company„s ability to bear the risks to which it is exposed. The 

descriptive analytical approach was followed to achieve the objectives of this study, 

answer its questions, and test its hypotheses. Data was also collected from primary and 

secondary sources, where 82 questionnaires were prepared and distributed to a group of 

internal auditors, general managers, heads of departments, and managers. Specialized in 

accounting and other employees in insurance companies, it was received in full. The 

statistical analysis program (SPSS) was used to analyze the data and test the hypotheses. 

The study reached many results, the most important of which are: that internal audit 

contributes to evaluating risk management according to its dimensions. The legal 
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administrative and its procedural and supervisory dimensions, and that there is an impact 

of internal audit on insurance companies, but with moderate effectiveness through our 

analysis of the audit in its two dimensions. Risk management is not sufficient for auditing 

with the procedural and supervisory dimension. Rather, the audit must have a legal 

administrative basis to have a greater impact on the effectiveness of risk management and 

thus Influencing the main risks, being well prepared to confront the various risks facing 

companies by analyzing the appropriate and most influential audit process mechanisms to 

confront the main risks (underwriting risks, and managing reinsurance operations). The 

study recommended the need to pay attention to training programs for workers in the field 

of risk management and in supervision and oversight bodies to perform their tasks more 

effectively and efficiently. Insurance companies must increase the number of supervisors 

and auditors in them and provide them with financial resources and various tools that will 

help them and It reduces their effort and increases their effectiveness while carrying out 

their tasks, improving the quality of services by introducing new management techniques 

and disseminating information at all levels, accelerating the creation of a special 

department for internal audit management at the level of all insurance companies to get 

rid of centralization. 
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Methodology and research methods. 

1. The descriptive analytical approach through: 

- Collecting financial data and crude oil price data for Saudi Aramco for the period 2021-

2022. 

- Describe and analyze trends and fluctuations in crude oil prices and their impact on the 

company„s financial indicators. 

 

2. Case study approach through: 

Choosing Saudi Aramco as a case study for oil price risk management. 

- Analyzing data to understand the extent to which the company„s performance is affected 

by oil price fluctuations. 

 

Study tools (data collection tools( 

Data collection tools for the study are: 

1. Saudi Aramco„s annual financial reports and statements from 2021 to 2022. 

2. Daily oil price records and statistics from official sources such as OPEC. 

3. Reports and studies issued by the Saudi Capital Market Authority (Tadawul) on the 

oil and gas sector. 
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4. Previous literature and studies related to the research topic. 

5. Data and statistics issued by specialized international bodies such as OPEC. 

 

 

Fields of study (spatial, temporal) 

1. Spatial domain: 

The spatial scope is limited to Saudi Aramco and its operations within the Kingdom of 

Saudi Arabia. 

 

2. Time domain: 

The time range of the study covers the time period from 2021 to 2022 AD, and represents 

the period in which financial data and crude oil price data were collected to conduct 

statistical analysis. 
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The first section: the concept of risk and its types 

 

Definition of risks 

Risks have been defined in several ways, and can be summarized as follows: 

Linguistically: The word "risk" comes from the Latin term "re-scass", which refers to an 

adverse deviation from expected results. 

Definitionally: Risk is defined as the potential and unexpected losses that can be measured 

as a result of a specific incident, taking into account all factors contributing to the 

occurrence of the loss. 

 

Risk can also be defined as: 

- Risk: in the possibility of losses as a result of events such as changes in market prices, and 

events that may be possible but may result in a particularly unexpected loss, because they 

are often not expected, meaning that risk lies in the potential change in returns. 

- Risks in unseen and unwanted events in the future. 

Risk can also be defined as the possibility of not achieving profit goals, as the concept of 

risk is closely linked to the risks and impact of future returns, and therefore, the 
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fundamental nature of risks can be emphasized in their connection to achieving profits or 

losses. 

- Risk is also understood as the effect of uncertainty on achieving goals, i.e. the possibility 

of a positive or negative deviation from expectations. 

Based on these definitions, the definition of risk is formulated as the possibility that results 

will occur that are not consistent with expectations. 

 

Types of risk 

 The first type: systemic risks 

 

Systemic risk refers to the general risks that affect investment in the market, and arises as a 

result of the environment that interacts with economic activity and the overall financial 

system. Among these risks: 

 

1- Inflation and recession risks: 

    The presence of these risks leads to a decrease in the real value of investment assets 

and properties due to fluctuations in purchasing power. 
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2-  Interest rate risk: 

    These risks relate to changes in interest rate levels, whether rising or falling, which 

affects the choice of investment instruments. 

 

3-  Exchange rate risks: 

    These risks arise as a result of fluctuations and adverse changes in currency exchange 

rates, which affect the monetary value of portfolios held in different currencies. 

 

4-  Political, financial and economic risks: 

    These risks relate to the political, financial, economic and social conditions in the 

regions in which the organization carries out its activities. 

 

This branch is closely related to the continuous analysis and evaluation of general 

economic and financial conditions, and requires companies to be vigilant and take 

effective strategies to deal with these systemic risks. 
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 The second type: unsystematic risks 

Unsystematic or “idiosyncratic” risks refer to the challenges faced by a particular 

organization as a result of its unique characteristics and circumstances. According to 

Francis J. (1986), characterized entities with low systemic risk and persistently high 

unsystematic risk, and these institutions are typically classified as long-term 

unpredictability. 

 

Unsystematic risks include: 

1. Financial risks: 

    Companies are exposed to financial risks as a result of heavy reliance on borrowed 

sources of financing. Management's reliance on loans can result in additional risks, such as 

the inability to repay principal, interest, or both. This risk is characterized by a company's 

inability to successfully service its debts, with the main portion of financial risk resulting 

from fluctuations in net profit before taxes. 

 

  Leverage: 

    This relates to an increase in business costs as a result of a possible change in the 

revenue available to the company as a result of small changes in net operations, other 
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factors remaining the same. Entities with many fixed costs can be more affected by 

changes in available revenue due to fewer changes in net operations. 

 

Companies need to carefully consider managing these unsystematic risks and adopt 

robust strategies to deal with them effectively. 

 

2.  Operational risks represent those risks that may lead to loss resulting from 

inadequacy or failure of internal processes, people, and systems, or from external 

events. As defined by the Basel Committee on Banking Supervision, these include 

legal risks, but do not include strategic and reputational risks. 

 

Operational risks include a wide range of elements, such as: 

a. Internal fraud: 

    Refers to actions aimed at fraud, misuse of assets, or manipulation of corporate systems 

and policies. This could include actions aimed at internal control and related to identifying 

corruption or illegal practices. 
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B. External fraud: 

    Relates to acts intended to defraud, misuse assets, or manipulate the law by a third 

party, rather than an internal party. 

C. Employment Practices and Workplace Safety and Security: Refers to actions that conflict 

with labor or health and safety laws, involve the violation of personal injury claims 

payment agreements or from incidents of discrimination or imbalance. 

 

D. Business Practices, Customers, Products: Includes unintentional or negligent failure to 

fulfill certain obligations to a particular customer (including credit terms and suitability) or 

failure resulting from the nature or design of the product. 

 

H. Damage to physical assets: relates to loss or damage that occurs to physical assets as a 

result of natural disasters or other events. 

 

And the Business Interruption and System Failure: Includes damages resulting from any 

business interruption or system failure, such as execution, poisoning, and management 

processes that fail to process transactions or manage the operations of relationships with 

business parties and vendors. 
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3. Bankruptcy risks: A distinction must first be made between stumbling and failure, 

as financial stumbling is defined as a disruption facing the project as a result of a 

deficiency in its resources and capabilities to fulfill its obligations in the short term. 

Financial hardship relates to the inability to pay financial obligations that have 

been achieved or will be achieved in the short term. 

 

As for project failure, one concept deals with economic and the other financial. In 

economic terms, it focuses on measuring success or failure based on the amount of return 

on capital balances. A project is considered a failure when it cannot achieve an appropriate 

return on the invested capital balances, which is proportional to the expected risks. In 

financial terms, it refers to the project's inability to pay its outstanding obligations on time. 

 

Dunn and Bradstreet point out that failure occurs when an enterprise's operations or 

actions involve surrendering property or assets to creditors, resulting in the venture 

withdrawing and leaving its liabilities unpaid. Al-Ansari shows that bankruptcy occurs as a 

result of the project's inability to fulfill its obligations and the successive losses it achieves 

and the loss of capital. Accordingly, creditors submit a request to the court to declare 

bankruptcy as a result of the project's cessation of payment. There are five stages that can 

lead to business failure and bankruptcy. 
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Bankruptcy is divided into two types: 

1. The first type: voluntary bankruptcy, where the bankrupt project submits an application 

to the court to declare bankruptcy and take the necessary measures. The probability of 

voluntary bankruptcy increases with high cash levels, low stress, and when there is no 

secured debt. 

2. The second type: involuntary bankruptcy. This type occurs when creditors pressure the 

debtor to submit a bankruptcy application to the court. 
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The second section: The concept of risk management and its 

origins: 

 The concept of risk management 

1. The UK Institute of Risk Management in collaboration with the Association of 

Insurance and Risk Managers (AIRMIC) and the National Public Sector Risk 

Management Forum (ALARM) have identified it as an essential part of the strategic 

management of any organisation. They are the procedures that organizations 

follow in an organized manner to confront the risks associated with their activities, 

with the aim of achieving sustainable benefits from each activity and from the 

portfolio of each activity. 

 

2.  Risk management for insurance companies means measuring and evaluating risks 

and developing strategies to manage them. It is the organized process that aims to 

study, analyze, know and estimate the size of the risks likely to occur for a person 

or company. Then choose the best alternatives to confront these risks in order to 

achieve the goal of avoiding them by the best means and lowest costs. 

 

3. Risk management can also be defined as the essential part of any company's 

strategic management. They are the procedures that companies follow in an 
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organized manner to confront the risks associated with their activities, with the aim 

of achieving sustainable benefits from each activity and from the portfolio of each 

activity. 

 

4.  In addition, “risk management” can be defined within the framework of decision-

making regarding potential accidental and business losses. Risk management as a 

decision-making process includes steps that include identifying and analyzing 

cases of exposure to accidental and commercial losses, testing the effectiveness of 

alternative risk management techniques, choosing the best risk management 

techniques, using these techniques, and monitoring their results to ensure the 

effectiveness of the risk management program. 

 

5.  Risk management appears as an essential part in making decisions and dealing 

with cases related to losses, whether accidental or commercial, with the aim of 

maintaining the sustainability of the benefits achieved from various activities and 

preserving the organization„s objectives. 
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 The origins and development of risk management in companies 

The history of the emergence and development of financial risk management in 

companies extends over decades, and this field has witnessed great development as a 

result of economic and technological transformations and changes in the business 

environment. Below is a detailed explanation of the history of the emergence and 

development of financial risk management: 

 

  Early period: 

- middle ages: 

   In this period, there was little interest in financial risk management as we know it today. 

Commercial activities were limited and relied heavily on local markets. 

 

29th century: 

- The emergence of derivatives markets: 

   Financial markets began to develop and financial derivatives such as futures contracts 

and call and sell options emerged. These financial instruments contributed to transferring 

risks and reducing the negative effects of price fluctuations. 
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  Mid-twentieth century: 

- Establishing risk management theories: 

   The idea began to develop and attention was paid to the importance of risk 

management. Theories emerged about assessing risks and how to deal with them, which 

contributed to building the foundations of financial risk management. 

 

  Eighties and nineties: 

- Development of financial technology systems: 

   As technology advances, advanced computer systems for financial risk management 

have emerged. This technology facilitates rapid analysis and immediate decision-making 

in the face of fluctuations. 

 

  Modern period: 

- Cooperation between companies and financial institutions: 

   In the modern era, cooperation between companies and financial institutions has 

become more important. Companies now have risk management teams that interact with 

financial markets and analyze data on a regular basis. 
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- Developing risk management models: 

   Advanced risk management analysis models have emerged, such as the “Value at Risk” 

model that measures financial exposure to loss over a specific time frame. 

 

- Focus on non-financial risks: 

   Risk management has become not only limited to financial risks, but also includes 

dedication to non-financial risks such as environmental, reputational, and legislative risks. 

 

- New legislation: 

   Governments and regulatory bodies have become increasingly interested in regulating 

risk management, resulting in laws and regulations that impose higher standards on risk 

management on companies. 

 

  The future: 

- Development of technology and artificial intelligence: 

   It is expected that technological developments and the use of big analytics and artificial 

intelligence will continue to develop more accurate methods for assessing and managing 

financial risks. 



36 
 

- Sustainability Integration: 

Risk management also includes a greater focus on sustainability and corporate social 

responsibility, with a wider range of factors to consider. 

 

In general, the development of financial risk management represents a continuous path 

that adapts to existing and future economic, technological, and legislative challenges. 
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Section Three: Stages of risk management 

 Stages of risk management  

 

1. Setting goals: The first step in risk management is defining the goals and needs of 

the company. Risk management aims to obtain the maximum possible return for 

the expenses incurred to implement the approved program, and this program is 

reviewed in light of pre-defined objectives. The goal of risk management must be 

to maintain the continuity of the company and not affect its main objectives by 

pure risks or financial losses that result from the realization of these risks. Risk 

management objectives are typically set by a company's senior management in 

collaboration with the risk manager based on the needs and opinions of managers 

of other departments within the company. 

 

2. Discovering and identifying risks: The stage of identifying and discovering the risks 

to which the company is exposed is considered one of the most important and 

difficult stages in implementing the risk management program. Risk management 

studies the company's various aspects of activity and the nature of its operations, in 

addition to future management plans such as expansion, adding new activities, or 

changes with dimensions and impacts on current activities. Risk management also 

trains employees on how to spot risks to which the company is exposed. A 
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comprehensive tabulation of expected risks is prepared, including loss topics such 

as person risks, property risks, and civil liability risks. Classification is also essential 

for identifying types of risk, whether direct or indirect. 

 

3. Risk assessment and classification: 

After identifying and discovering risks, risk management evaluates them. Here, risk 

assessment means measuring the probability of the risk occurring (the frequency of the 

risk), as well as measuring the severity of the potential material loss resulting from the 

occurrence of the risk. Therefore, when designing risk management programs, it is 

necessary to distinguish between different risks in terms of importance and degree of 

severity. Risks are divided into three types: 

 

A. Serious risks (destructive or critical risks): These are the risks that result in a 

complete cessation of work and declaration of bankruptcy, such as explosion and 

fire incidents. 

 

B. Medium risks: These are the risks that result from the company borrowing from 

financial institutions in order to cover financial losses and maintain its continuity, 

such as embezzlement, breach of trust, and small fires. 
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4. Small risks (secondary risks): These are risks that result in financial losses that can 

be covered from the company„s periodic revenues, and covering these losses can 

be postponed without affecting their continuity, such as partial damage, theft, and 

minor fires. 

 

5. Study and analysis of alternative methods for risk management: This stage includes 

studying and analyzing different methods with the aim of choosing the best and 

most appropriate policy to cover the risks to which the company is exposed. 

 

6. Implementing the appropriate decision: After studying the different methods of risk 

management, the appropriate method is chosen and implemented. If the risk 

prevention method is chosen, risk prevention programs are planned, designed and 

implemented with high precision. If you choose to transfer the risk to the insurance 

company, you must study all the circumstances surrounding the insured and 

choose the appropriate insurance company to ensure obtaining the best insurance 

coverage at the lowest cost. 
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7. Review and evaluation of the risk management program: The risk management 

program needs periodic review and evaluation, as a result of the possibility of the 

emergence of new risks or the discovery of errors in the current system, with the 

aim of correcting them in a timely manner. 

 

 Risk management’s use of internal audit and coordination between them 

 

1. Risk management„s use of internal audit: 

There is a consensus between internal audit and risk management to unify their operation 

models in a way that ensures mutual integration while preserving the self-image and 

independence of each. This requires developing a policy to ensure the flow of data and 

information between them. Risk management should allow the internal auditor to 

participate in its meetings with management aimed at developing a risk management 

strategy, and should allow him to access its database to participate and provide advice to 

prepare a robust risk management system in the organization. 

 

Advanced risk management should also have a special model for its operations, which 

serves as a road map that defines the basic features of the risk management process in its 
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various stages. This model represents a framework for appropriate cooperation between it 

and internal audit, where the internal auditor is used. 

 

2. Coordination between risk management and internal audit: 

After the risks are identified by the competent authorities, they are discussed with the risk 

manager, who in turn presents them to the executive management to take the necessary 

measures to reduce them and manage them in a way that ensures the achievement of the 

organization„s objectives. Here, coordination takes place between internal audit and risk 

management, as risk management tasks carry out all operations that would provide 

comprehensive risk management, while the role of the internal auditor is to verify the 

recommendations that have been presented regarding risk management. With this 

cooperation, good risk management can be achieved. 

 

From the above, we conclude that internal audit needs to study, identify and evaluate risks 

in order to then work on two main axes. The first is to support management directly 

through initial reports to relevant parties, and the second is to take risk factors into 

account by developing an audit plan and focusing and intensifying procedures in high-risk 

areas. 
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The first section: The concept of financial performance and its 

evaluation 

 

 Definition of financial performance 

Analyzing the investment capacity and profitability of an organization is vital to 

understanding its financial performance. Below are some points that can contribute to 

achieving revenue and profitability capacity, in addition to the factors that affect financial 

performance: 

 

Revenue capacity: 

1. Revenue generation: Examine how an organization generates revenues from its 

current and capital activities. Is there diversity in revenue sources? 

2. Asset Management: Effective asset management and resource control to ensure 

maximum return on investment. 

 

Profitability: 

1. Cost efficiency: serious control over costs and striving to reduce them by improving 

production processes and operations management. 
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2. Achieving surplus: The ability to achieve surplus activities to reward factors of 

production, which contributes to motivating the team and improving performance. 

3. Liquidity management: Ensuring the availability of sufficient liquidity to cover 

future obligations and deal with financial challenges. 

 

 Factors affecting financial performance: 

Internal factors: 

1. Monitoring access to funds: ensuring that the necessary funding is secured 

effectively and at an appropriate cost. 

2. Cost control: Improving cost control systems to achieve better efficiency in using 

resources. 

3. Efficiency of use of funds: Monitor how available funds are used to enhance 

efficiency and achieve maximum return. 

 

External factors: 

1. Technological change: Understand the impact of technological change on various 

aspects of the business and prepare to adapt processes and technology. 

2. Policies and Laws: Assess the impact of government legislation and policies on the 

business and compliance costs. 
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3. Competition: Analyze the extent of competition in the market and evaluate how 

performance can be improved to excel in a competitive environment. 

 

In general, management must be aware of these factors and develop appropriate strategies 

to ensure the sustainability of financial performance and improve the revenue capacity 

and profit capacity of the institution. 
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Section Two: Evaluating financial performance 

 

 Identification: 

Financial performance evaluation is the process of analyzing and measuring the 

performance of an institution or organization in financial terms, with the aim of 

understanding how it manages natural and financial resources and achieves the desired or 

expected performance. This includes analyzing various financial aspects of the 

organization and evaluating the extent to which it achieves objectives and effectively uses 

available resources. 

 

 The importance of evaluating financial performance: 

1. Determine management responsibility: Performance evaluation helps define 

responsibilities and focus on areas that need improvement. 

2. Stimulating competitiveness: It encourages competition between departments and 

institutions, which leads to improving performance and achieving the desired 

goals. 

3. A measure of success: Performance evaluation is a measure of an organization„s 

success, as it combines effectiveness and efficiency in improving its performance. 
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 The importance of evaluating financial performance at the 

financial level: 

1. Ensuring financial balance: The evaluation allows us to ensure the availability of 

liquidity and the level of profitability in light of investment and financing decisions. 

2. Enhancing enterprise value: It helps improve enterprise value by achieving 

maximum production at the lowest possible costs. 

3. Improving dividends: Supports making dividend decisions in a way that maximizes 

the value of the organization and achieves an appropriate return on investment. 

 

 The importance of evaluating financial performance at the 

economic and social levels: 

1. Stimulating economic development: It contributes to enhancing production 

capacity and revitalizing the comprehensive sector by reducing costs and 

improving the quality of products. 

2. Improving market participation: It contributes to making the institution more 

competitive on the economic scene and enhances its participation in improving 

national income. 
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In general 

Evaluating an organization's financial performance is not just a statistical process, but 

rather a vital management tool that helps improve operations and enhance effectiveness 

and efficiency at various levels. Financial performance analysis enhances business 

sustainability and contributes to economic and social development. 
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Section Three: The relationship of risk management to financial 

performance 

 

 The relationship between financial risk management and value creation: 

The importance of financial risk management lies in its potential to create more value for 

the organization, achieve sustainability, and attract financing effectively. Here are some 

points that illustrate this relationship: 

 

1. Improving investor attractiveness: 

    - Effective financial risk management reduces uncertainty and provides investors with a 

better forecast of expected returns. 

    Investors prefer institutions that know how to manage their risks effectively, which 

increases their attractiveness. 

 

2. Improving financing conditions: 

    - Risk management reduces potential financial risks, making the organization benefit 

from better financing terms. 
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    - Obtaining low-cost financing contributes to increasing value for shareholders and 

investors. 

 

3. Increase confidence in the market: 

    Risk management contributes to building confidence between investors and 

shareholders, which leads to increased stability in the financial market. 

    - Increased confidence enhances the market value of the organization. 

 

4. Improving financial performance: 

    - Risk planning and assessment can lead to better financial decision making, which 

improves financial performance. 

    - Improved financial performance reflects positively on the added value for 

shareholders and investors. 

 

5. Promoting sustainability: 

    Financial risk management achieves business sustainability by reducing the negative 

impact of financial risks on operational activity. 
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    Sustainability contributes to preserving wealth and value for shareholders in the long 

term. 

 

6. Achieving economic effectiveness: 

    - Financial risk analysis helps to better direct resources, which contributes to achieving 

economic effectiveness. 

    Economic effectiveness means achieving the maximum possible value using available 

resources. 

 

In short, the tangible impact of financial risk management is seen in maximizing value for 

the organization and achieving greater sustainability and attractiveness to investors. 

 

 

 The relationship between disclosure and financial risk management: 

 

The economic importance of disclosure: 

1. Directing decisions: 
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    - Financial risk disclosure provides important information that enables interested 

parties to make informed decisions. 

    - Investors need to understand the potential financial risks to determine the 

attractiveness of investing in the organization. 

 

2. Attracting investors: 

    - Clear and transparent disclosure of risks helps attract investors who prefer 

transparency and integrity. 

    Investors need to ensure that the company can handle financial challenges. 

 

3. Reducing uncertainty: 

    Disclosure reduces uncertainty about potential financial risks and helps clarify their 

impact on financial performance. 

    - Helps determine the appropriate level of tolerance and risk management. 

 

4. Performance check: 

    - Disclosure allows investors to evaluate management„s performance in managing 

financial risks. 
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    The quality of disclosure reflects the effectiveness of management in dealing with 

financial challenges and opportunities. 

 

 The relationship between disclosure and the organization’s reputation: 

1. Building trust: 

    - Comprehensive disclosure builds trust between the institution, investors and the 

public. 

    - Transparency and integrity in disclosing risks shows the organization„s readiness to 

deal seriously with challenges. 

 

2. Performance evaluation: 

    An organization's reputation depends in part on how it manages and deals with 

financial risks. 

    - If an organization is able to predict risks and deal with them effectively, its reputation 

is improved. 

 

3. Market attractiveness: 
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    Investors and clients prefer to deal with institutions that show transparency in dealing 

with risks. 

    - A strong reputation that contributes to achieving competitive excellence and 

attracting new customers and investors. 

 

4. Positive impact on value: 

    - A strong reputation increases the company„s value in the market. 

    - Investors invest more in companies that have a good reputation and manage their risks 

effectively. 
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Section Four: The role of accounting information in measuring risks 

and evaluating financial performance 

 

 The basic role of accounting information in measuring risks and 

evaluating financial performance in banks: 

 

1. Tracking and classifying risks: 

    - The accounting system helps in identifying and classifying the various types of risks 

that banks may face, whether they are financial, operational, or credit risks. 

 

2. Estimating the financial value of risks: 

    - Accounting information can estimate the value of financial risks and their potential 

impact on assets, liabilities and returns. 

 

3. Monitoring and evaluating assets and liabilities: 

    The accounting system allows banks to monitor assets and liabilities periodically, which 

helps in evaluating the efficiency of their management and examining their continuity. 



56 
 

4. Financial performance analysis: 

    - Accounting analysis provides banks with a detailed picture of financial performance, 

which helps determine the bank„s strength in dealing with financial risks. 

 

5. Providing information for decision making: 

    Providing accurate accounting information contributes to making correct strategic 

decisions to reduce risks and achieve gains. 

 

6. Compliance monitoring and oversight: 

    - The accounting system allows monitoring the bank„s compliance with financial and 

accounting laws and regulations, in order to maintain compliance and avoid legal risks. 

 

7. Measuring profitability and performance: 

    - The accounting system helps in analyzing financial data to measure the profitability 

and overall performance of the bank, allowing a better understanding of challenges and 

opportunities. 
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8. Providing information to investors and external parties: 

    Accounting information serves as a means of providing financial reports that reflect the 

bank„s position and contributes to building confidence between investors and external 

parties. 

 

9. Risk impact analysis: 

    - The accounting system can analyze the impact of risks on financial performance, and 

identify weak points and possible improvements. 

 

10. Develop risk management strategies: 

    Continuous financial performance analysis through accounting information provides a 

basis for developing effective risk management strategies on an ongoing basis. 

 

 Importance of financial information: 

 

1. The impact of financial information on the stock market: 

    Financial information plays a crucial role in determining the efficiency of the stock 

market, as investors rely on this information to make informed investment decisions. 
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2. Estimating cash flows and profits: 

    Financial information helps estimate future cash flows and expected profits, which 

contributes to analyzing the attractiveness of investments. 

 

3. Estimating the level of risk: 

    Financial information provides investors with an understanding of the degree of risk 

associated with assets, whether through market volatility or future performance risks. 

 

4. Forming an investment portfolio: 

    - The information helps in forming a diversified and appropriate investment portfolio, 

by directing investors towards assets that suit their goals and level of risk tolerance. 

 

5. Guidance for decision making: 

    - Financial information serves as a basic guide for making investment decisions, as it 

contributes to examining and analyzing financial conditions and directing towards the 

correct strategies. 
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6. Strengthening confidence in the market: 

    Transparency in financial reports contributes to building confidence between investors 

and companies, and thus enhances stability in the market. 

 

7. Reduce the risk of errors: 

    - By providing accurate and comprehensive information, financial information helps 

reduce the risk of making wrong decisions and enhances the accuracy of analysis. 

 

8. Contribution to operational efficiency: 

    Financial information contributes to improving the efficiency of operational and 

administrative processes within institutions, thus achieving sustainable financial 

performance. 

 

9. Standard for performance evaluation: 

    Financial information is used as a standard for evaluating an organization's 

performance and measuring its success in achieving its financial and strategic goals. 
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10. Error protection: 

    Considering financial information as an essential tool in making decisions, it helps 

protect investors and companies from suggestions that are not based on facts. 

 

 Understanding the objectives of financial statements: 

 

1. Clarifying the results of operations and activities: 

    The financial statements aim to clarify the results of the operations and activities carried 

out by the bank during a specific financial period, whether profit or loss. 

 

2. Determining the strength of the financial position: 

    The financial statements aim to determine the strength of the bank„s financial position 

at a specific moment in time, by presenting the financial position at the end of the financial 

period. 

 

3. Focus on estimating the magnitude and timing of risks: 

    - The financial statements seek to highlight the role of information in estimating the 

size and timing of the degree of risk surrounding the bank„s future cash flows. 
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4. Provide a basis for forecasting future flows: 

    Financial statements provide a basis for forecasting future cash flows, which helps 

investors estimate expected financial performance. 

 

5. Determine the bank„s assets and liabilities: 

    - The financial statements aim to identify the bank„s property (assets) and liabilities, 

whether to its owners or to others, which contributes to understanding the capital 

structure. 

 

6. Providing data to estimate net cash flows: 

    The financial statements aim to provide the necessary data to estimate the expected net 

cash flows, which contributes to analyzing the strength of the bank„s cash flows. 

 

7. Determine the sources and uses of the bank„s funds: 

    The financial statements aim to show the sources of the bank„s funds and how they are 

used during a specific financial period, which provides insight into the source and 

feasibility of its investments. 
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8. Provide a basis for forecasting future flows: 

    Financial statements seek to provide a basis for investors to predict future flows and 

evaluate the attractiveness of the bank as an investment. 

 

9. Highlight the financial structure: 

    - The financial statements aim to shed light on the bank„s financial structure and the 

distribution of capital components between properties and liabilities. 

 

10. Achieving transparency and partnership: 

    - By providing accurate and comprehensive information, financial statements enhance 

transparency and build trust with stakeholders and partners. 
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Section one: A historical overview of Aramco 

Saudi Aramco is one of the largest oil and energy companies in the world, and is the 

national oil company of the Kingdom of Saudi Arabia. Aramco was established in 1933 as 

a partnership between the Saudi government and the American company Snobar, and in 

1988 it became completely government-run after purchasing the American company's 

stake. 

 

Aramco is considered one of the leading companies in the oil and gas industry, and plays a 

vital role in the Kingdom„s economy and on the global stage. The company has huge oil 

and natural gas resources, and is considered one of the largest oil producers in the world. 

 

The most prominent assets owned by Aramco include oil and gas fields, oil refineries, 

pipeline networks, and export terminals. The company has modern technologies in oil 

extraction and refining, which contributes to achieving high efficiency and reducing 

environmental impact. 

Aramco is a major focus of investments in diverse energy projects, including alternative 

and renewable energy. It also plays an important role in promoting sustainable 

development and improving energy infrastructure in the Kingdom of Saudi Arabia. 
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The history of Saudi Aramco extends back to the first decades of the twentieth century, 

and it has witnessed tremendous growth to become one of the largest oil and energy 

companies in the world. Here's an overview of the company's history: 

 

1. Exploration and Production Contract (1933): 

    In 1933, the Kingdom of Saudi Arabia signed an agreement with the American 

company Snobar to explore and produce oil in the Kingdom. 

    The agreement established the basis for oil activity in the Kingdom of Saudi Arabia. 

 

2. Founding of Aramco (1938): 

    In 1938, Aramco discovered the first commercial oil fields in Dhahran, a region in 

eastern Saudi Arabia. 

    - “ Saudi Arabian Aramco Exploration and Production Company” was established as a 

joint company between the Saudi government and Snobar Company. 

 

3. Expansion of production (1940s - 1950s): 

    The period from the 1940s to the 1950s witnessed a significant expansion in oil 

production, and the Kingdom became a major exporter of oil on the global market. 
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4. Total Ownership (1988): 

    In 1988, the Saudi government bought Sunobar„s stake in Aramco, resulting in full 

ownership of the company. 

 

5. Investments and expansion (2000s – today): 

    Aramco has made several strategic investments over recent years, including 

improvements in oil production and refining technology. 

    - The company has witnessed international expansion by participating in projects in 

various parts of the world. 

 

6. Diversified energy and sustainability (today): 

    Aramco has become committed to diversifying energy sources and increasing its 

investments in renewable energy. 

    - It plays an important role in promoting sustainability and improving the 

environmental performance of the energy sector. 
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The history of Aramco reflects a long journey of growth and development, and the 

company has contributed greatly to transforming the Kingdom of Saudi Arabia into one of 

the major forces in the oil industry globally. 
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Section Two: Aramco’s implementation of a unified market risk 

management policy at the company level 

Aramco adopts a unified company-wide market risk management policy, which was 

adopted and implemented in 2021. This policy includes several key aspects: 

First, identifying and measuring the market risks to which Aramco is exposed, including oil 

and product price risks, interest rate risks, and foreign currency risks. This is done through 

advanced quantitative models that analyze potential market fluctuations and their impact 

on the company's financial performance. 

Second, setting clear limits on the market risks that Aramco can bear. The policy specifies 

acceptable levels of exposure to certain risks, such as exposure to currency or commodity 

risks, for example. These numbers are monitored periodically. 

Third, control and supervision procedures. The policy requires continuous supervision 

from risk committees, in addition to independent units to monitor market risks and 

evaluate the policy„s consistency with strategic practices and objectives. 

Finally, emergency and risk mitigation plans. The policy sets clear plans to deal with 

negative developments in the markets, such as sharp declines in oil prices, for example. 

The plans include taking strategic and operational measures, in cooperation with various 

business units. 
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Aramco applies this policy effectively, which contributed to good control of market risks 

during volatile economic periods in the past two years. The policy also allows more 

flexibility in making strategic decisions, taking into account risk management and long-

term profitability. 
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Section Three: Collecting and analyzing Aramco’s annual financial 

data from 2021 to 2022 on revenues, profits, and operational costs. 

 

We collected Aramco's annual financial statements from 2021 to 2022 on revenues, 

profits and operating costs, and Aramco's strategic reports on expansion plans and future 

investments in order to compare data for the years 2021 before the implementation of the 

unified market risk management policy at the company level in 2021 adopted by Aramco 

and 2022 after the implementation. A unified market risk management policy at the 

company level. 

Below we will review the financial and operational data tables for the two years in a row: 

Table (1) Consolidated income statement for the year 2021 
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Table (2) Consolidated statement of comprehensive income for the year 2021 

 

 

 

Table (3) Earnings per share for 2021 
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Table (4) Consolidated statement of cash flows for the year 2021 
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Table (5) Summary of financial information for 2021 
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Table (6) Consolidated income statement for the year 2022 

 

 

Table (7) Consolidated statement of comprehensive income for the year 2022 
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Table (8) Earnings per share for 2022 

 

 

Table (9) Consolidated statement of cash flows for the year 2022 
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Table (10) Financial results of Aramco„s annual report for the year 2022 

 

 

Table (11) Aramco operating results for 2022 

 

 

Table (12) Summary of financial information for 2021 
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Table (13) Summary of financial results for the years 2021 and 2022 

 

 

Table (14) Quarterly comparison for the years 2021 and 2022 

 

 

By reviewing the consolidated income statements, consolidated comprehensive income 

statements, consolidated cash flow statements, earnings per share for the years 2021 and 

2020, the financial results of Aramco„s annual report for the year 2022, the operational 

results of Aramco for the year 2022 after implementing its risk management system, and a 

summary of the financial results for the two years and the quarterly comparison, we 

conclude that: 
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The net profit after zakat and tax of the Saudi Arabian Oil Company “Saudi Aramco” grew 

to 604 billion riyals during the year 2022, compared to 412.4 billion riyals in the year 

2021, by 46.5%. 

Operating profit reached 1.14 trillion riyals during the year ending in 2022, compared to 

771.9 billion riyals last year, a growth of 48%. 

 

Total revenues amounted to 2 trillion riyals in the current year, compared to 1.34 trillion 

riyals last year, an increase of 49%. 

Earnings per share in the current year amounted to 2.72 riyals, compared to 1.8 riyals last 

year. 

 

Net income amounted to 604.01 billion riyals (161.07 billion US dollars) for the year 

ending December 31, 2022. This increase mostly reflects the impact of higher crude oil 

prices and quantities sold, and the strong increase in profit margins from the refining 

business, compared to net income that amounted to 412.40 billion riyals. ($109.97 billion) 

in 2021. 
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  Other income related to sales amounted to SAR 86.31 billion for the second quarter of 

2022 (SAR 37.60 billion for the second quarter of 2021, SAR 49.89 billion for the first 

quarter of 2022). As a result, total revenues and other income related to sales amounted to 

SAR 648.37 billion for the second quarter of 2022 (SAR 349.95 billion for the second 

quarter of 2021, SAR 516.90 billion for the first quarter of 2022.) 

  

  Other income related to sales amounted to SAR 136.20 billion for the first half of 2022 

(SAR 65.68 billion for the first half of 2021). As a result, total revenues and other income 

related to sales amounted to 1,165.27 billion Saudi riyals for the first half of 2022 (650.11 

billion Saudi riyals for the first half of 2021). 
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Results: 

 

After reviewing Saudi Aramco„s financial statements for the years 2021 and 2022, it was 

found that there was a noticeable growth in the company„s profits and revenues after 

implementing the unified market risk management policy at the company level in 2021. 

Net profit after zakat and tax increased by 46.5% to reach 604 billion Saudi riyals in 2022, 

compared to 412.4 billion Saudi riyals in 2021. Total revenues also witnessed a growth of 

49% to reach 2 trillion Saudi riyals, while operating profitability increased by 48%. To 1.14 

trillion Saudi riyals. 

This increase in profits is mainly due to the impact of higher prices and quantities of crude 

oil sold, in addition to the significant increase in profit margins from the oil refining sector, 

compared to the previous year 2021, which preceded the implementation of the policy. 

Effectively implementing a market risk management policy also contributed to good risk 

control during volatile economic periods, allowing more flexibility in making strategic 

decisions while taking into account risk management and long-term profitability. 

 

Accordingly, the results indicate that adopting a unified and effective policy for managing 

market risks at the comprehensive level in the company contributed positively to 
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enhancing Aramco„s financial performance and achieving higher growth rates in revenues 

and profits. 

 

Aramco attaches great importance to managing its financial risks and has a specialized 

department for this called “Financial Risk Management.” 

Over the years, Aramco has implemented many changes to enhance its financial risk 

management, including: 

1. Adopting a unified market risk management policy at the company level in 2021 

2. Adopting advanced systems and models to measure and track market risks such as 

commodity markets, interest rates, and foreign exchange rates 

3. Appointment of senior officials responsible for credit, market and liquidity risk 

management 

4. Enhancing risk assessment processes when entering into large investments or new 

strategic partnerships 

5. Adopting policies to hedge interest rate risks, currency risks, and commodity price 

risks 

This reflects Aramco's keenness to adopt international best practices in the field of 

financial risk management. 
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Recommendations: 

 

Enhancing interaction and communication between the company's various departments 

to ensure the integration of risk management across the various departments, which 

contributes to a horizontal and comprehensive risk analysis. 

 

Promoting continuous training and development for employees concerned with risk 

management, so that they are always familiar with the latest technologies and methods 

used in the field of risk management. 

 

Motivating innovation in risk management strategies so that they are constantly improved 

to meet new challenges and changes in the business environment. 

 

Analyze new risks that may arise as a result of technological developments, changes in the 

market, and global economic conditions, and take the necessary measures to adapt to 

them. 
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Enhance communication with external stakeholders of the company, such as customers 

and investors, to understand their expectations and ensure that risk management policies 

meet those expectations. 

 

Stimulate partnerships with relevant institutions and bodies to exchange experiences and 

enhance common understanding of best policies and practices in the field of risk 

management. 

 

Enhancing periodic reports to executive management and the Board of Directors on the 

status of risk management and important developments that may affect the company. 

 

These recommendations highlight the importance of continuous interaction and 

continuous improvement in risk management policies to ensure their integration with the 

company's strategies and achieve the targeted goals. 
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 :Summary 

Based on a deep understanding of the role of risk management in improving the 

financial performance of economic institutions, it clearly appears that awareness 

and accurate identification of risks are essential to ensuring continued success and 

achieving financial goals. Algerian institutions must embrace and realize the 

importance of this role, as risk management is considered a process that enables 

them to accurately identify and classify risks. 

 

Risk management contributes to searching for and adopting effective methods and 

tools to deal with these risks and reduce their impact to the minimum possible. It 

also contributes to providing possibilities and predictions for the future regarding 

potential risks that the organization may face, which helps in better strategic 

planning and decision-making. 

 

Risk management promotes a better understanding of the risks that affect an 

organization's performance when they are high, and when these risks are dealt with 

effectively, sustainable and superior financial performance is achieved. It can be 

said that there is an inverse relationship between the level of risk and financial 

performance, as the financial performance of the organization decreases when the 

level of risk increases, and vice versa. 
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