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Review Article

ABSTRACT

As businesses actively seek ways to safeguard their valuable data and resources, efficient defense
techniques are paramount [1]. The surge in cyber threats, driven by malicious attacks and
cybercrime fueled by internet technology and mobile apps, emphasizes the urgency for
comprehensive risk management strategies [2]. Effective risk management strategies have become
indispensable for competitive businesses [1]. ERM entangles determining, evaluating, and thwarting
potential hazards that endanger business objectives [3].
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Successful ERM implementation faces challenges like corporate culture, board knowledge,
excessive risk lists, undefined timeframes, and engagement barriers [4]. Solutions include fostering
transparency, improving board education, focusing on crucial risks, defining timeframes, and
making ERM engaging for employees [4]. Key components of effective ERM include governance,
strategy, performance assessment, communication, and information sharing [5]. For future
research, exploring the integration of emerging technologies in ERM and studying the long-term
impacts of successful ERM implementations holds promise [6]. A strong risk culture, defined roles,
and transparent communication are essential for sustainable ERM success [7]. To thrive in a
dynamic business landscape, organizations must build a robust risk culture that permeates every

level of their operations [7].

Keywords: Corporate culture; governance; strategy; performance assessment; communication;
information sharing; technology; challenges; solutions.

1. INTRODUCTION

The contemporary business ecosystem is
booming, lucrative, and holds many prospects;
hence, adversaries are advancing in executing
more dreadful harmful actions that threaten the
enterprise network security [1]. As a result,
institutions actively pursue efficient techniques to
defend their business data and valuable
resources [1]. Likewise, Li et al. [8] accentuated
that companies and individuals encounter
elevated cyber threats due to prevalent malicious
attacks and cybercrime surging due to the
increasing use of internet technology and mobile
applications. Hence, Thus, crafting a thorough
risk management strategy has become crucial for
businesses willing to compete [1]. Risk
management entails pinpointing, evaluating, and
thwarting likely hazards and dangers to an
institution's business goals and profitability [3].
These exposures emanate from multiple sources,
like financial flux, legal drawbacks, technological
hindrances, blunders in strategic administration,
unanticipated occurrences, and natural mishaps

[3].

Furthermore, Risks are factored in at every stage
of organizational capital undertakings, from the
initial proposal to the subsequent project phases
[4]. Uniform risk assessment and elucidation
standards are incorporated into appeals for
funding and resource allocation [4]. Efficient risk
management recognizes and mitigates
conceivable risks from within and beyond the
institution while evaluating how these risks might
dissemble across-the-board strategic goals [3].
This  procedure, called enterprise  risk
management (ERM), also encompasses the
administration of possibilities for favorable results
[3]. This paper aims to research the motivations
for an organization's decision to incorporate an
Enterprise Risk Management (ERM) application.

It thoroughly examines the main challenges while
implementing ERM and suggests appropriate
solutions. Likewise, it showcases a prominent
case where an organization effectively integrated
an ERM framework underlining the importance of
a capable ERM system, reflecting on potential
directions for future research, and providing
recommendations to justify the findings in the
paper.

2. REASONS AN ORGANIZATION
SHOULD IMPLEMENT AN
ENTERPRISE RISK MANAGEMENT
APPLICATION

According to RiskOptics (2021), ERM is
mandatory for businesses striving to compete to
efficiently manage and reduce a range of risks
that impact their adherence to regulations,
operational excellence, and enterprise
effectiveness. ERM manages corporate risks,
protects staff and data, and follows guidelines to
prevent fraud [9]. The design of the ERM
application strives to achieve dual objectives: (1)
shielding the organization from loss, litigations,
and malicious attacks to create opportunities that
will boost organizational effectiveness [9]. Here
are some reasons an organization should
implement an ERM application:

e ERM facilitates an institution's effort and
preparedness to prepare for regulatory
responsibilities adequately (RiskOptics,
2021). Also, it supports companies in
following defined regulations and lowering
violations of stipulated laws (RiskOptics,

2021).

e ERM boosts employee efficiency,
customer satisfaction, business
adaptability, and strict adherence to

regulations and organization standards by
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positively impacting business objectives
(RiskOptics, 2021).
e ERM furnishes an enterprise with multiple

financial benefits by thwarting
complications, aiding in internal and
external audits, and promoting well-
informed  evaluation of risks and
opportunities  for  enterprise  growth

(RiskOptics, 2021).
e ERM improves an institution's merchandise

and stock planning while refining
projections  for consumer demand,
operational costs, and earnings

(RiskOptics, 2021).

e ERM assists in monitoring risk trends and
patterns across product life cycles,
programs, projects, systems, or defending
enterprise outcomes at each stage
(RiskOptics, 2021).

e ERM allows organizations to pinpoint
substantial threats, simplify reporting of
these risks, and execute effective
measures to reduce potential harm by
adopting an appropriate ERM framework
through certified applications (RiskOptics,
2021).

3. SOME KEY CHALLENGES AND
SOLUTIONS TO EXECUTING AN
ENTERPRISE RISK MANAGEMENT

Fraser and Simkins [4] pointed out various
factors such as misunderstandings, difficulties in
execution, issues related to corporate
governance, external obstacles, investigations,
evaluations, dialogues with risk leaders, and
drawing from personal insights as challenges
and solutions when putting ERM into practice.

4. CORPORATE CULTURE

The effective adoption of ERM relies on the

organization's readiness to encourage
transparency, collaboration, and cooperation
among the executive leadership, senior

executives, and other employees [4]. Thus, a
company's likelihood of achieving ERM success
corresponds closely to its cultural aptitude for
being open, transparent, and working together as
a team [4].

5. BOARDS OF
KNOWLEDGE

DIRECTORS’

Although the knowledge of many boards of
directors about ERM is advancing, it still needs
improvement [4]. Several governing bodies

provide training on risk-related matters to their
board members, but a majority in senior positions
might perceive such education as unnecessary;
hence, many organization leaders are unable to
assess the sufficiency of an organization's ERM
procedures and the reliability of risk-related
information presented to them [4].

6. IDENTIFYING TOO MANY RISKS

Many big institutions tend to generate long lists
of risks, documented in a risk log and maintained
regularly; thus, it transforms into a managerial
and administrative task [4]. Although this could
make an impression on regulators or boards, it
needs more practical utility for operational
management [4]. Hence, a more practical
strategy entails focusing on the most crucial 10
to 20 risks monitored within different strategic
business units of the organization [4]. These
risks are reported upward according to prudential
standards [4].

7. LACK OF TIMEFRAMES

To effectively pinpoint and evaluate risks and
their associated probabilities, it is paramount to

specify the precise time frame under
consideration [4]. Currently, only a few
institutions consider this; hence, noteworthy

dialogues around ERM and its possibilities
require the definition of a defined timeframe [4].

8. NOT MAKING ENTERPRISE RISK
MANAGEMENT IMPORTANT  OR
ENJOYABLE

Staff may see ERM as an obligation and
hindrance, demanding surveys and paperwork,
and risk workshops are famous for addressing
business challenges [4]. Organizations should
assemble experts and skilled facilitators to craft
relevant content effectively [4]. Also, adding
voting mechanisms creates excitement and
practicality for participants, which will help
employees improve their understanding of
organizational risks [4].

9. NOT RECOGNIZING ENTERPRISE
RISK MANAGEMENT AS CHANGE
MANAGEMENT

ERM entails shifts in information sharing, and
crucial tasks are carried out across the entire
organization, extending beyond a distinctive risk
management team at the main office [4]. Thus,
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ERM coordinates corporate ideals with potential
risks using workshops, discussions, and strategic

mapping [4].

10. OVERVIEW OF THE SOLUTIONS TO
IMPLEMENTING AN ENTERPRISE
RISK MANAGEMENT

Multiple  solutions can address various
challenges connected with the execution of ERM
using different approaches, accentuating the
importance of engaging in discussions across the
organization and prioritizing establishing a
successful ERM framework [4]. Implementing
ERM involves creating policies, forming risk
panels, integrating with planning, conducting risk
workshops, using software for feedback,
measuring, and analyzing risks, identifying
indicators, gaining approvals, developing profiles,
reporting to leadership and audit committees,
and presenting to the board [4].

11. IMPORTANT COMPONENTS FOR AN

EFFECTIVE ENTERPRISE RISK
MANAGEMENT APPLICATION
In 2017, the Committee of Sponsoring

Organizations of the Treadway Commission
(COSO) issued a revamped paper on ERM to
tackle the growing complexities of risk within the
corporate landscape [5,10]. The updated
instructions are crucial for implementing ERM
and advantageous for every organization,
regardless of scale, in overseeing the risks linked
to their business strategy [5]. Here are the five
rules necessary for effective ERM
implementation:

12. GOVERNANCE AND CULTURE
The concept of governance influences the

business's duty by highlighting the benefits of
establishing managerial tasks for ERM [5]. On

the other hand, culture designates the

atmosphere for expected behavior, ethical

principles, and having the required

understanding of institutional risk [5].

13. STRATEGY AND OBJECTIVE-
SETTING

This element aims to comprehend the

operational environment of the company. As a
result, the organization's approach and goals
help it specify and define a risk outlook that will
steer its efforts toward achieving business aims

[5]- Hence, a sound analysis of a risk outlook
forms the foundation for harmonizing business
strategies with the institution's risk stance and
ideals [5].

14. PERFORMANCE

This factor plays an integral role in evaluating the
impact of a specific risk that could impede the
expansion of a business and an organization's
ability to achieve its objectives [5]. Risks are
categorized according to severity, as defined by
the organization's tolerance for risk [5]. Risk
assessments help companies identify and
manage potential disruptions to their operations
by prioritizing and addressing them through a
comprehensive strategy [5].

15. REVIEW AND REVISION

This factor bolsters the ongoing evaluation of an
organization's performance compared to the
chosen application derived from the COSO ERM
agenda [5]. As the organization's business
environment evolves, it is crucial to consider the
potential impacts of these changes to ensure that
the adopted framework within the ERM program
remains efficient [5]. The institution will
consistently reanalyze and acclimate its ERM
capabilities and processes in reaction to
organization strategy [5].

16. INFORMATION,
AND REPORTING

COMMUNICATION,

This part pertains to collecting and transmitting
vital information within the ERM framework,
requiring ongoing measures from the institution's
internal and external authorities [5]. Therefore, it
is paramount for a business to swiftly
comprehend, handle, regulate, and share
relevant information to pinpoint inherent risks that
might affect its strategic objectives and
enterprise pursuits [5]. Data-driven perspicuity is
paramount for achieving business objectives with
a COSO ERM framework, and compelling
monitoring, communication, and reporting on the
institution's risk profile are crucial for success [5].

17. ENTERPRISE RISK MANAGEMENT
STRATEGY

Vollmer [11] conducted some analysis of Coca-
Cola company's ERM initiative. The company
has crafted tailored ERM methods to oversee
potential threats to its business objectives [11],
and its objective is to achieve a twofold
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expansion in its business by vending roughly 3.5
billion beverages daily by 2020 [11]. In pursuit of
this ambitious target, the organization instituted
an updated ERM approach to better harmonize
with the company's strategic business planning
[11,12-16]. The fundamental elements of Coca-
Cola's ERM strategy include the following:

e Moving ERM from a legal perspective to a
financial standpoint to enhance alignment
with strategic business planning [11].

e Communicating about potential hazards
during board meetings and setting aside a
yearly meeting for ERM discussions.

e Performing risk  assessments and
conducting interviews to pinpoint primary
risks and create preemptive strategies for
risk mitigation.

e Broadening the scope of the ERM program
to encompass not only corporate suites but
also the entire business [11].

e Frequently providing updates on advancing
the risk management plan to the main
office and the top leadership group.

e Forming a deployment group tasked with
traveling to various sites to evaluate
potential hazards [11].

e Promoting the routine of each site

overseeing and observing its basic
vulnerabilities [11].
o Proficient risk management and

adaptability are critical in determining the
company's credit reliability [11].

e Intending to roll out the enhanced ERM
initiative company-wide in the coming
years [11].

18. CONCLUSION

Implementing an ERM framework has become
essential as businesses strive to compete and
protect their valuable assets [8]. ERM offers a
framework for managing risks, ensuring
regulation compliance, and enhancing
operational efficiency [3]. Also, it addresses
various challenges, such as corporate culture,

board knowledge, risk identification, and
timeframes, through strategies like fostering
transparency, providing board education,

prioritizing key risks, defining timeframes, and
making ERM engaging for staff [3]. Effective
ERM involves five key components: governance,
strategy, performance review, and
communication, as they align with business

objectives and provide a holistic approach to risk
management [5, 10].

Coca-Cola's "2020 Vision" ERM strategy is a
practical example, illustrating how a company
can transition from a legal to a financial
perspective, involve board discussions, perform
risk assessments, and extend ERM throughout
the organization [11]. Hence, as technology and
the global business ecosystem continue to
transform, there remains a significant opportunity
for future research in the field of ERM. One good
example is exploring the efficiency of blending
emerging technologies, such as artificial
intelligence (Al) and blockchain, within ERM
applications which could offer unexplored
methods to predict, handle, and mitigate risks.
Also, studying successful ERM implementations'
long-term impacts on institutional development
and sustainability would furnish valuable
perspicuity. Adapting ERM strategies is
paramount for corporate institutions to thrive
and compete in a dynamic business ecosystem
[11].

19. RECOMMENDATION

Here are the recommendations for an
organization to implement a sustainable ERM
framework successfully:

e Highlighting the strength of a company's
ERM underscores the integration of risk
readiness into company culture,
governance, and classification [7]. These
interlinked  elements  empower the
organization to adeptly manage and
oversee its risk-taking endeavors [7].

e Building a solid risk culture, established at
the highest levels and supported by clearly
defined roles and responsibilities and well-
defined escalation procedures, is essential
for successfully implementing ERM [7].

e Fostering a solid risk culture through
comprehensive risk management
principles, ownership mindset, and cultural
education is ideal for organizations [7].
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