
Studies Management and Finance Economics, of Journal 

0504-2644 (online): ISSN 0490,-2644 (print): ISSN 

6202 January 10 Issue 90 Volume 

8.317 Factor: Impact ,20-i1-10.47191/jefms/v9 DOI: Article 

621-211 No: Page 

JEFMS, Volume 09 Issue 01 January 2026                                        www.ijefm.co.in                                                    Page 211 

Systematic Literature Review on Risk Management and its Impact on Financial 

Performance Across Sectors 
 

Eko Marwansyah¹*, Andini Nurwulandari², Irma Setyawati3 
1,2,3 Universitas Nasional Jakarta 

 

ABSTRACT: Managing risk effectively has become a critical function for organizations striving to maintain financial stability and 

competitive advantage in today’s uncertain and dynamic global economic environment. This systematic literature review (SLR) 

comprehensively examines the evolving relationship between risk management practices and financial performance across 

various sectors, with a particular focus on banking, finance, investment, and organizational management. By synthesizing a broad 

spectrum of peer-reviewed articles and conference proceedings published from 2010 to 2024, this review identifies key themes 

and advances in enterprise risk management (ERM), corporate governance, corporate social responsibility (CSR), and 

environmental, social, and governance (ESG) factors, while also exploring methodological and technological innovations that have 

transformed risk assessment and mitigation.Beyond traditional financial indicators, this review highlights the growing role of CSR 

and ESG initiatives in shaping organizational risk profiles and performance outcomes. Firms that embed social and environmental 

responsibilities into their core strategies tend to reduce risk exposure, create intangible value through enhanced reputation and 

stakeholder engagement, and build long-term financial resilience. Furthermore, the effective development of human capital and 

promotion of diversity and inclusion within organizations contribute to superior risk identification, innovation, and mitigation 

efforts, leading to improved financial performance.Advances in analytical approaches, including machine learning algorithms and 

multi-criteria decision-making models, are revolutionizing risk management capabilities by enabling more accurate prediction, 

real-time assessment, and dynamic response to emerging threats. These innovations pave the way for organizations to adopt 

proactive, data-driven risk policies and optimize portfolio management strategies under complex and uncertain conditions.The 

review also acknowledges important sectoral and geographic variations in risk management practices and effectiveness, driven 

by differences in regulatory frameworks, economic conditions, and cultural contexts. Particularly, developed markets tend to 

demonstrate standardized governance practices and sophisticated risk analytic adoption, while emerging markets reveal 

divergence in regulation and risk management maturity. 
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INTRODUCTION 

Risk management has increasingly become a cornerstone of organizational strategy in the face of volatile global economic 

conditions, geopolitical uncertainties, and rapid technological transformation. Organizations are confronted with a multitude of 

risks that span financial, operational, regulatory, and reputational domains, necessitating comprehensive frameworks that can 

capture and mitigate these multifaceted threats. Traditional risk management approaches often operated in silos, focusing 

narrowly on individual risks such as credit or market risk without integrating these efforts into broader corporate strategy. 

However, the emergent concept of Enterprise Risk Management (ERM) emphasizes a holistic approach that aligns risk 

management activities with organizational objectives, enabling firms to manage uncertainty proactively and enhance value 

creation. Simultaneously, the growing importance of environmental, social, and governance (ESG) factors and corporate social 

responsibility (CSR) has expanded the risk landscape to include ethical, social, and environmental considerations that influence 

long-term sustainability (Aras et al., 2010; Indahl & Jacobsen, 2019). 

Moreover, the relationship between risk management and financial performance is complex and mediated by several 

organizational variables, including corporate governance, leadership quality, and stakeholder engagement. Research highlights 

that effective governance structures, such as active risk committees and transparent disclosure practices, serve as vital 
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mechanisms for ensuring accountability and risk oversight (Noja et al., 2021; Elamer & Benyazid, 2018). Furthermore, responsible 

corporate practices that integrate CSR and ESG objectives are increasingly recognized not only as ethical imperatives but also as 

strategic levers that mitigate risk exposure and foster resilience in turbulent markets (Taliento & Netti, 2020). Despite an 

accumulating body of research on these topics, there remains a need for systematic synthesis given the diversity of approaches, 

inconsistencies in empirical findings, and evolving theoretical frameworks. This review aims to bridge that gap by critically 

evaluating and integrating scholarship from 2010 to 2024, offering a comprehensive overview of how risk management practices 

influence financial outcomes across different sectors. 

While this synthesis conclusively affirms the positive association between integrated risk management and enhanced 

financial performance, it also identifies research gaps such as the need for more longitudinal studies, qualitative insights into 

organizational culture, and deeper examination of underrepresented sectors and regions. The limitations of existing research 

underscore the importance of continued interdisciplinary inquiry and contextual adaptation of risk strategies. 

Ultimately, this comprehensive review offers valuable insights for academics, practitioners, and policymakers aiming to 

understand and implement effective risk management systems that foster financial sustainability and organizational resilience in 

an increasingly complex global landscape. 

The multidisciplinarity of risk management research further complicates the landscape, spanning fields such as finance, 

management science, ethics, and information technology. Methodological heterogeneity also characterizes the domain, with 

studies employing quantitative, qualitative, and mixed methods to explore different facets of risk and performance. Sectoral 

differences, particularly between banking, investment, and corporate sectors, introduce further variability in risk profiles and 

management practices. Geographical context shapes regulatory frameworks, cultural attitudes, and economic conditions that 

impact the adoption and effectiveness of risk management strategies. Therefore, understanding the interplay of these factors is 

crucial for designing tailored risk management systems that maximize financial returns while sustaining stakeholder trust. 

As organizations increasingly confront emerging risks from technological disruption, climate change, and global pandemics, 

the role of dynamic and integrated risk management systems becomes even more critical. This review thus situates its analysis 

within a broader context of evolving challenges, seeking to identify best practices and innovative methodologies that can assist 

organizations in navigating uncertain futures. By synthesizing empirical findings and theoretical progress, it aims to facilitate 

evidence-based decision-making for scholars, practitioners, and policymakers. The scope includes emerging technological 

advancements such as machine learning in risk analytics and evolving governance models that prioritize inclusivity and 

sustainability. Ultimately, this work contributes to advancing the understanding of how multifaceted risk management enhances 

organizational resilience and financial performance. 

 

METHODOLOGY 

This systematic literature review follows the PRISMA (Preferred Reporting Items for Systematic Reviews and Meta-Analyses) 

guidelines to ensure rigor, transparency, and replicability in the selection and analysis of relevant studies (Moher et al., 2009). 

Comprehensive searches were conducted on academic databases including Scopus, ScienceDirect, and Google Scholar to capture 

a broad spectrum of peer-reviewed articles, conference proceedings, and high-impact journals published from 2010 through 2024. 

The search strategy utilized a combination of keywords such as “risk management,” “financial performance,” “corporate 

governance,” “corporate social responsibility,” “ESG,” “banking sector,” “portfolio management,” and “risk committee” to ensure 

coverage of both theoretical and empirical contributions across diverse contexts. 

Inclusion criteria required articles to address the relationship between risk management processes and financial or 

organizational performance, encompassing empirical studies, theoretical frameworks, and methodological advancements. To 

safeguard quality and relevance, the review excluded non-peer-reviewed publications, grey literature, and studies lacking 

substantive analysis or insufficient methodological rigor. The initial search yielded a large dataset, which was then screened at 

title and abstract level to remove duplicates and irrelevant entries, followed by a full-text evaluation against predefined eligibility 

criteria. This iterative screening process was supported by consensus among multiple reviewers to minimize bias and ensure 

comprehensiveness. 

Data extraction was systematically performed, capturing variables such as study design, sample size, sector focus, 

geographic context, risk management approaches, financial performance indicators, and key findings. The review also coded for 

theoretical models employed and methodological innovations, enabling a detailed thematic synthesis that outlines prevailing 

patterns and gaps. Special attention was given to sector-specific nuances and regional regulatory differences to contextualize 

findings accurately. The analytical process integrated narrative synthesis and qualitative comparison, facilitating the identification 

of convergent and divergent trends in the literature. 
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Further methodological rigor was maintained by assessing study quality using established criteria related to research design, 

data robustness, and validity of conclusions. This assessment helped contextualize findings and recognize areas where evidence 

may be tentative or inconsistent, guiding assertions toward well-supported conclusions. The review also mapped the evolution of 

research themes over time to capture how risk management concepts and financial outcomes have matured or shifted within the 

last decade and a half. Overall, this structured methodology provides a comprehensive and balanced synthesis that informs both 

academic discourse and practical risk governance (Aras et al., 2010; Noja et al., 2021). 

 

RESULTS 

Enterprise Risk Management (ERM) and Financial Performance 

Enterprise Risk Management (ERM) has been widely recognized for its role in improving firm value by integrating risk management 

into enterprise-wide strategic planning. Horvey and Ankamah (2020) conducted an empirical study on firms listed on the Ghanaian 

equity market, demonstrating that implementation of ERM positively affects financial performance and market valuation. Similarly, 

Ismanu, Kusmintarti, and Winarto (2021) highlighted that ERM adoption enhances firm resilience both prior to and during the 

COVID-19 pandemic, suggesting robust risk management practices contribute to sustainability amid crises. 

In the banking sector, Kamchira (2020) illustrated that prudent financial risk management practices, including credit risk 

controls, are strongly associated with increased profitability among Kenyan banks. Chhetri (2022) expanded on this by showing 

that credit risk management directly improves the financial performance of Nepalese commercial banks, reducing non-performing 

loans and strengthening capital adequacy. These findings collectively emphasize that comprehensive ERM frameworks not only 

reduce downside risk but also support value creation. 

However, variability in the effectiveness of ERM implementation exists due to factors such as organizational culture, 

governance quality, and resource availability. Firms with stronger leadership support and governance oversight realize greater 

benefits from ERM (Horvey & Ankamah, 2020). Despite challenges like data integration and staff training, ERM remains a 

cornerstone in proactive risk mitigation strategies across sectors. 

Corporate Governance and Value Creation 

Corporate governance structures significantly influence the effectiveness of risk management and its impact on firm financial 

outcomes. Noja, Thalassinos, Cristea, and Grecu (2021) found that firms with independent boards, active risk committees, and 

strong audit mechanisms tend to disclose risk information more transparently, which positively affects investor confidence and 

firm valuation. Elamer and Benyazid (2018) further pointed out that risk committees improve organizational oversight, leading to 

better financial performance in UK financial institutions through strengthened risk mitigation and strategic alignment. 

Asghar et al. (2020) presented evidence that discretionary earnings management can distort risk disclosures, undermining 

governance quality and misleading stakeholders about the organization’s true risk exposure. This underlines the necessity of 

robust governance frameworks to ensure accountability and safeguard firm value. Sound governance thus functions as a critical 

mechanism aligning risk management objectives with shareholder and broader stakeholder interests. 

Regulatory environments, however, vary between developed and emerging markets, leading to different governance 

practices that influence risk management outcomes. For instance, differences in board independence levels and regulatory 

stringency affect the extent of risk disclosure and corporate transparency (Noja et al., 2021). Strengthening governance 

mechanisms tailored to specific market contexts remains essential for enhancing overall risk management effectiveness. 

Corporate Social Responsibility (CSR), ESG, and Value 

The intersection of corporate social responsibility (CSR), environmental, social, and governance (ESG) practices, and 

financial performance has gained considerable scholarly and practical interest. Aras, Aybars, and Kutlu (2010) asserted that firms 

integrating CSR into their core business practices in emerging markets demonstrate superior financial returns and risk mitigation, 

largely attributed to enhanced stakeholder relations and reputational effects. 

Indahl and Jacobsen (2019) examined private equity firms and found that ESG integration reduced risk exposure and 

created strategic value by attracting responsible investors and improving operational efficiencies. Taliento and Netti (2020) further 

argued that CSR and ESG are not only ethical imperatives but also generate intangible assets such as brand equity, employee 

loyalty, and innovation capabilities, which underpin long-term financial sustainability. 

Nevertheless, implementing CSR/ESG faces challenges including the lack of standardized metrics and the difficulty of 

balancing short-term financial pressures with long-term social/environmental commitments. Despite these obstacles, research 

consistently points toward a positive association between commitment to social responsibility and improved financial resilience. 

CSR and ESG initiatives thus represent important complements to traditional risk management approaches, broadening the 

definition of risk to include societal and environmental impacts. 
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Human Capital, Inclusion, and Financial Outcomes 

Human capital development and social inclusion have emerged as critical enablers of effective risk management and enhanced 

financial outcomes. Suciu, Noja, and Cristea (2020) provided empirical evidence linking workplace diversity and inclusion efforts 

to improved decision-making quality and innovation, thereby contributing to better financial performance. Inclusivity encourages 

a broader range of perspectives in risk identification and assessment, mitigating cognitive biases often inherent in homogeneous 

groups. This leads to more accurate risk anticipation and innovative risk responses. Enhanced employee engagement resulting 

from inclusive practices further supports operational stability and continuous improvement. 

Leadership commitment to fostering inclusive organizational cultures is essential for embedding these values into daily 

operations and strategic risk planning. As a result, human capital initiatives form a vital complement to technological and 

governance mechanisms in holistic risk management frameworks. 

While much progress has been made, quantifying the direct financial impacts of inclusivity remains an area ripe for further 

investigation combining qualitative and quantitative approaches. 

Analytical and Methodological Advances 

Innovation in risk assessment methodologies has transformed how organizations quantify and respond to risk. Shilbayeh and 

Abonamah (2021) utilized machine learning techniques to improve credit risk modeling and fraud detection, demonstrating 

superior predictive accuracy compared to traditional statistical models. 

Prasetyo, Tanjung, and Devi (2021) applied multi-criteria decision analysis (MCDA) to select sharia-compliant investment portfolios, 

balancing risk and return considerations in line with ethical investment principles. These methodological advancements offer 

enhanced decision-making tools capable of accommodating complex, multidimensional risk factors. 

Foundationally, Edirisinghe and Zhang (2007) developed analytical frameworks linking risk sensitivity to optimal portfolio 

construction, improving returns under variable economic conditions. Wang and Ku (2022) further refined risk-sensitive portfolio 

policies incorporating dynamic adjustments, illustrating how sophisticated analytics inform strategic investment under uncertainty. 

Despite the superior potential of these methods, challenges related to model transparency, governance, and ethical 

considerations remain prominent. Ongoing validation and integration into governance frameworks are essential for realizing the 

full benefits of analytical innovations. 

Sectoral and Geographical Variations 

Sector-specific and regional contexts significantly influence the design, adoption, and effectiveness of risk management strategies. 

Noja et al. (2021) examined firms in Europe, noting the positive role of stringent regulatory frameworks and mature capital  

markets in promoting comprehensive risk management and disclosure practices. Conversely, studies like Aras et al. (2010) and 

Karlina and Sanoyo (2021) in emerging markets reveal heterogeneity in risk management adoption due to regulatory gaps, market 

volatility, and institutional factors. Waruwu and Palupiningtyas (2024) highlighted the influence of macroeconomic variables on 

financial performance in Indonesia, underscoring the need to consider economic context in risk management. 

Banking sectors commonly encounter unique financial risks such as credit risk, liquidity risk, and market risk, requiring specialized 

frameworks (Kamchira, 2020; Chhetri, 2022). Meanwhile, investment sectors wrestle with portfolio risk and adherence to evolving 

ESG standards, demanding tailored approaches. 

Geographic distinctions also extend to governance and social responsibility norms, which shape overall risk culture and 

readiness. These insights advocate for contextually adaptive risk management systems emphasizing local market characteristics 

and regulatory climates to optimize outcomes. 

 

DISCUSSION 

This systematic review synthesizes evidence underscoring the intricate relationship between risk management practices and 

financial performance across industries and geographies. Strong corporate governance emerges as a linchpin in ensuring effective 

risk oversight and promoting transparent risk disclosures, thereby enhancing investor confidence and firm valuation.Corporate 

social responsibility and ESG practices have transitioned from peripheral concerns to central strategic elements that mitigate risk 

while creating intangible value, reinforcing long-term financial resilience. The development of human capital and inclusive 

workplace cultures complement risk governance by enriching organizational intelligence and innovation capacities. Technological 

and methodological innovations, most notably in machine learning and multi-criteria analytics, equip organizations with powerful 

tools for predictive risk identification and dynamic decision-making. However, these advancements require careful governance 

frameworks to address transparency, ethical, and operational integration challenges. 
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Sectoral and geographic variations highlight the necessity of customizing risk management approaches to local regulatory 

landscapes, industry-specific risks, and cultural contextual factors. The review also identifies research gaps, notably a shortage of 

longitudinal and qualitative studies exploring the dynamic and behavioral aspects of risk management. 

Future research should prioritize mixed-methods designs, cross-sectoral comparisons, and the integration of evolving 

technologies with traditional governance and human resource practices to comprehensively understand risk management’s 

multifaceted impacts.Critically, practitioners should embrace integrated frameworks that synergize governance, CSR/ESG, human 

capital development, and analytics to holistically manage risk and optimize financial performance in an increasingly uncertain 

global environment. 

 

LIMITATIONS 

Despite covering a broad spectrum of literature, this review has certain limitations. The dominance of quantitative cross-sectional 

studies restricts insights into causal relationships and temporal dynamics in risk management effectiveness. Qualitative research 

exploring organizational culture, leadership, and behavioral dimensions remains limited but essential. 

Geographic focus on developed markets and banking sectors creates potential bias, suggesting findings may not fully extrapolate 

to all industries or emerging economies. Additionally, inconsistencies in terminology, measurement tools, and performance 

indicators complicate direct comparisons and meta-analytical synthesis. 

Publication bias towards positive findings and the rapid evolution of relevant technologies may skew the current 

understanding of best practices. These limitations highlight the importance of ongoing, diversified research approaches to capture 

the full complexity of risk management and financial performance interactions. 

Conclusion and Implications 

This systematic literature review confirms a strong, positive association between advanced risk management practices and 

enhanced financial performance, particularly when embedded within effective corporate governance structures. Enterprise Risk 

Management frameworks integrate strategic objectives with comprehensive risk identification to foster resilience and value 

creation. 

Integration of CSR and ESG into risk strategies broadens corporate accountability and generates sustainable competitive 

advantages. Investment in human capital and the promotion of inclusive cultures enhance organizational capability for superior 

risk detection and innovation in response. 

Analytical advances provide new frontline tools for risk prediction and mitigation, but must be carefully governed to 

maintain ethical and operational integrity. Contextual adaptation to sectoral and geographic factors ensures the relevance and 

effectiveness of risk management systems. 

For practitioners, adopting integrated, multidisciplinary approaches that combine governance, social responsibility, human 

resource development, and analytics is imperative for sustaining financial health in uncertain environments. Academically, this 

review identifies critical pathways for future research emphasizing longitudinal, qualitative, and mixed methodological studies 

that explore evolving risk landscapes. 
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