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ABSTRACT 

  
Enterprise Risk Management (ERM) has the benefit of enhancing organizational effec-

tiveness, risk reporting, and improving business performance. The maturity measurement of 
ERM implementation is crucial in deducing risk management conditions and disparities 
within the company as means to achieve a more targeted ERM pursuance, one which is 
beneficial in assessing the company's condition. This study used sixteen criteria of ERM 
Maturity Models, to measure the maturity level of ERM implementation carried out by 
medium-sized industrial companies in priority sectors in East Java. Data were obtained from 
137 company directors or managers of Medium Industry companies dispersed across 38 
districts/cities in East Java among 6 priority sectors. Results showed that 43.5% and 46.6% of 
companies that experienced sales growth and an increase in net profit, respectively, are 
companies with optimal implementation of ERM. Meanwhile, 67% of companies that under-
went a decline in sales performance and net profit turned out to be companies with weaker 
ERM implementation levels. 
 

Keywords: Enterprise Risk Management; implementation of ERM; ERM maturity level; 
ERM maturity measurement model; medium-sized industrial enterprises; priority sector. 

 

 

INTRODUCTION 

 

Risk is a variable that causes deviations from 

expected results [42]. For companies to be able to 
anticipate risk, effectuating a risk management 

framework as well as generating its standards are 

necessary to be done. Risk management holds vital 

importance to enhance a company's image among 

stakeholders, boost ease of communication, ensure 

right decision making, improve efficiency, and even 

provide assurance of how risks have been identified 
and handled properly. Furthermore, it also provides 

accurate as well as detailed information [32]. One of 

the risk management frameworks is Enterprise 

Risk Management (ERM), also known as strategic 

risk management, integrated risk management, 

and holistic risk management. ERM is a compre-

hensive, integrated framework for managing risk to 
achieve business goals, minimize fluctuations in 

retained earnings, and maximize company value 

[42]. 

In managing a company’s operations, ERM 

enactment plays significant roles such as a solid 

benchmark in their decision makings, compass 

deliberations of short-term and long-term influenc-
es, encouraging managers in making decisions and 

avoiding financial losses, and minimizing com-

pany’s risk of loss [8]. The implementation of ERM 

contributes to achieving goals and improving 

performance and quality of employment. The 

maturity measurement of ERM implementation is 

crucial in deducing risk management conditions 

and disparities within the company as means to 

achieve a more targeted ERM pursuance, one which 

is beneficial in assessing the company's condition 
[50]. Moreover, it also serves to achieve effective 

strategies, processes, and projects, as well as opera-

tions [32]. 

Measuring the maturity level of ERM imple-

mentation perchance assists companies in assessing 

company conditions, strengths, and weaknesses in 

their implementation [46]. The tool for measuring 
ERM maturity levels used in this study is ERMMs 

(ERM Maturity Models) adopted by [46]. These 

ERMMs include sixteen criteria that adopted fuzzy 

theory to avoid biased, subjective, and improper 

judgment, one that is strongly tied to the maturity 

of ERM. These ERMMs models are quantitative to 

measure individual linguistic aspects of group 
decision-making. From the results of [66]’s research, 

it was obtained that this ERM criterion has been 

proven to be reliable and is eligible to describe the 

maturity level of ERM implementation. Therefore, 

this study was conducted to measure the maturity 

level of ERM implementation carried out by 

medium-sized industrial companies in 6 priority 
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sectors and how it impacts the sales and profit 

growth of companies. 

Nevertheless, there is not much empirical 
evidence of how ERM affects corporate perfor-
mance, particularly in Indonesia’s medium-sized 
industries. Several studies on ERM and its effect on 
the company value had been conducted in Indonesia 
and are researched with companies listed on the 
Indonesia Stock Exchange (public companies) as 
their sample, omitting the focus on middle-scaled 
companies. In addition, ERM studies that have been 
carried out are mainly for companies engaged in 
banking and financial institutions but studies 
outside the bank and financial institutions sector 
are still limited [3], [20], [26], [35].  The argument 
researchers often put forward emphasizes the main 
purpose of ERM, that is, to reduce the likelihood of 
financial distress and allow the company to continue 
its investment strategy by reducing the impact of 
lower-end yields, either in the form of income or cash 
flow caused by unexpected events. Having smoother 
revenues, stable profits, and positive cash flow 
performance allow companies to increase leverage, 
pursue more growth options, and be more likely to 
turn a profit. Smaller companies generally do not 
have access to the capital markets and must provide 
valid evidence of a debt and capital management in 
applying for credit to banks. Research conducted by 
[63] shows that although the size of the company is 
different and the markets vary, the degree of 
application of ERM has a significant positive effect 
on the value of the company, the size of the com-
pany, and the profitability of the company. This is in 
line with research conducted by [28] and [31] who 
found that the implementation of ERM has a 
significant positive effect on the financial perfor-
mance of companies. Companies that implement 
ERM tend to have optimal financial performance.  
The results of the study of [33], [63], [30]; [52] state 
that there is a significant relationship between 
ERM and value creation for companies.  Several 
other studies [31], [30] found the positive impact of 
risk management on the value of the company.  
Meanwhile, several empirical studies showed the 
opposite result. [48] stated that ERM is an excessive 
risk management practice and is not significantly 
related to company value [16], [53], [14], [62]. Even 
[53] found that some companies that adopted ERM 
experienced a decrease in profit volatility despite 
the impact of ERM adoption on various company 
variables. In non-financial companies, it was also 
found that the application of risk management was 
not more efficient than in companies that did not 
apply risk management [56]. 

Most of the studies related to medium-scale 
enterprises are fragmented in terms of risk mana-
gement and the development of new products. 
Research in risk management in medium-scale 
companies mostly explores the action strategies 

carried out but not the impact of the implemen-
tation of risk management in the development of 
business performance, especially financial perfor-
mance [39], [29], [5]. Therefore, subsequent studies 
or research on risk management should be directed 
to confirm that the implementation or application of 
risk management does have an impact on the com-
pany's performance. 

The study focused on six priority sectors by 
noting that those included (food and beverage, che-
mical, textile and clothing industries, automotive, 
electronics, pharmaceuticals, and medical devices), 
contributed more than 60 percent of the national 
GDP which is expected to support Indonesia to 
become the world's top 10 strongest economies by 
2030 [38]. In addition, the contribution of priority 
sectors is the largest in Indonesia's GDP in 2019 - 
2021 [12], it also provides the largest added value in 
2017 - 2019 [10], and absorbs the largest proportion 
of Indonesian labor from 2018 - 2020 [11]. The 
sample in the study is a medium-sized industry 
company in East Java because that East Java 
province is the second largest regional PDRB 
contributor in Indonesia [12] and has the highest 
growth of Medium Industry (MI) compared to other 
industries [37]. These facts consequently allow mid-
sized industry companies in this priority sector to 
not only understand the risk management litera-
ture, but also the importance of being able to imple-
ment integrated risk management through the 
implementation of ERM. 
 
Enterprise Risk Management (ERM) 

 
Enterprise risk management (ERM) is defined 

as risk competence within a company or organiza-
tion. An ERM is an organization's ability to under-
stand and control the level of risk taken in 
managing business strategies, coupled with 
accountability for the risks taken. The main benefit 
of ERM is that it adds perspective and focuses on 
risk management across the company's lines. ERM 
is defined as the process of identifying and analyzing 
risks from a broad and integrated corporate perspec-
tive. It is an organized and structured approach 
related to strategy, process, humans, technology, 
and knowledge to evaluate and manage the uncer-
tainties facing the company to create corporate 
value [41], [65].  

The ERM facilitates companies to develop 
unique strategies to minimize potential losses and 
the open chance for exploitation of new oppor-
tunities [38]. ERM helps top management to 
manage different types of risks effectively [9]. ERM 
also generates higher value for shareholders by 
introducing a company's risk profile (or portfolio) 
and maintaining some risks while reducing others. 
ERM offers a more comprehensive approach to 
companies related to risk management than the 
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concept of risk management based on traditional 
perspectives. By adopting a consistent and 
systematic approach or process for managing all 
risks confronted by the organization, erm is 
assumed to lower the total risk of business failure 
and improve the company's performance, and in 
turn, will increase the value of the company. 

 
Risk Management Maturity Level Assessment 

 
The maturity of ERM reflects the sophistica-

tion of ERM implementation. A company's ERM 
maturity level can begin with an assessment of the 
risk management practices currently implemented 
by the company in question [46]. The level of risk 
management maturity or risk maturity level needs 
to be measured to find out whether the implemen-
tation of risk management in the organization is 
successful or not. Assessment of the maturity level 
of risk management is very important for the 
company because it allows the company to get a 
clearer picture of the company's position, strengths, 
and weaknesses of its ER implementation. Based on 
the results of the assessment, the management staff 
of the company concerned can measure and priori-
tize the company's resources for the development of 
the weak ERM implementation area. In addition, 
conducting an assessment allows the company to 
identify the strengths and weaknesses of the 
company that can be used to improve corporate 
governance and organizational risk management. 

The ERM maturity measurement model has 
been widely used as a tool for the assessment of 
ERM maturity levels, including Standard &Poor's 
evaluating ERM implementation in insurance 
companies based on five criteria and the assessment 
results lead to weak, sufficient, strong, and very 
strong [59]. There is also [21] who developed an 
ERM maturity measurement model for banking. 
This model contains eight criteria that are broken 
down into 123 elements, categorized in the maturity 
scale as very weak, weak, sufficient, good, and 
optimal. RIMS added a zero level, called nonexis-
tent, with levels from 1 to 5 and has the terms ad 
hoc, initial, repeatable, managed, and leadership. 
RIMS (2008) issued a RIMS Risk Maturity Model 
(RMM) that can facilitate the measurement of ERM 
maturity levels through planning, communication, 
and monitoring and control guidelines [57]. RIMS 
developed an ERM maturity measurement model 
with 25 driving competencies related to good 
practice. This RMM equips ERM practitioners by 
combining the best elements of important models 
and standards. This model can be applied to all 
industries and different types of risks, and 
measures how well implemented risk management 
is and how deep it is in the organization. The 
maturity level is determined in each attribute and 
the maturity of the ERM implementation is 

determined by its weakest link. Aon (2010), as a 
leading provider of risk management, insurance, 
and insurance brokerage, human resources, and 
outsourcing services developed a self-assessment 
ERM maturity measurement model that can be 
applied to all types of industries.  In this model, 
ERM maturity is assessed against nine criteria that 
can be seen as the advantages of advanced ERM 
programs, and their implementation is categorized 
into weak or less, basic, defined, operational, and 
advanced levels. Aon also issued a survey in 2013 
entitled "2013 Risk Maturity Index Report – 
Building a Robust Framework and Realizing Value 
from Risk Management". Some of the results of the 
survey present a brief overview of the level of 
maturity of risk management in several countries. 
The results of this survey show that each region has 
a bell-curve distribution pattern that is almost 
similar overall. 

Aon also conducted a survey to compare the 
company's views on the maturity level of the com-
pany's risk management with other similar indus-
tries in its territory. Companies in the Asia Pacific, 
which have a maturity level of risk management 
below 3, consider their companies not mature 
enough to carry out risk management. 

Different ERM maturity measurement models 
may use different terminology in explaining matu-
rity levels. These terminologies are usually vague 
and incorrect. In addition to these provisions, 
maturity criteria that can reflect the characteristics 
of the success of the ERM program are also critical 
factors in the ERM maturity model [15],[27] 

Based on a comprehensive literature review, 
[66] identified the existence of 16 criteria for ERM 
maturity. These criteria have been used in existing 
ERM maturity measurement models or have been 
recognized as characteristics of ERM practice 
success. The study conducted by [66] identified the 
best ERM practices from the literature reviewed for 
adoption and was the first study or pilot study. 
Unlike existing measurement models, the model 
created by [66] adopts a fuzzy set theory that can 
deal with problems related to ambition, subjective, 
and improper judgment, all of which are not 
contained in the assessment of ERM maturity and 
cannot be handled by classical theory. In addition, 
fuzzy set theory can measure linguistic aspects of 
data for individual and group decision-making [54]. 
This [66] model is quantitative, in contrast to most 
other existing models that are qualitative models. 
 
Company Financial Performance 

 
[22] states that organizational performance 

can be further realized by measuring accounting 
returns, stock markets, and growth. Organizations 
are seen as effective if they can meet the stated goals 
[43]. But goals, such as profitability and growth or 



Pwee Leng: Implementation of Enterprise Risk Management 

 

83 

increased employee wages and lower prices, are 
often contradictory. Other studies have also 
combined a variety of different measurements 
labeled almost the same dimensions [47], [64], [58].  
Nevertheless, some similarities can be seen among 
the identified dimensions. First, each study points 
to accounting returns (e.g., ROA) as part or whole of 
one or more dimensions. Second, there is prelimi-
nary evidence that growth is a different dimension. 
Specifically, two studies combine the measurement 
of sales growth and accounting returns. 

[22] analyzed organizational performance 

measurements that are widely used in research 
articles published in SMJ (Strategic Management 

Journal). Selection in SMJ because of the reputation 

of high impact publishing (high impact publishing) 

of SMJ in the domain of strategic management [60]. 

In all, there are 56 different measurements to 

describe operational or organizational performance. 

Of the 374 studies assessed, 238 empirical studies 
took performance measurements 450 times. 

Referring to [22] analysis, the measure of financial 

performance of medium-sized industrial companies 

in this study uses the accounting return and growth 

dimensions (ROA and sales growth) which occupy 

the highest percentage of indicators used in each 

dimension. 
 

Hypothesis Development 
 

There is a consensus among risk management 

practitioners that the implementation of ERM 

improves the performance of the company. The 

introduction and development of ERM systems can 

reduce the direct and indirect costs of financial 

hardship and income variability, as well as the 

negative influence of financial markets [28]. The 
implementation of ERM is a portfolio of risk mana-

gement and increases efficiency due to coordination 

of various business lines and creating pure pro-

tection throughout the company [33], [34]. The 

implementation of ERM enables adequate monitor-

ing and management of the company's entire risk 

portfolio and enables the company to achieve a long-
term competitive advantage considering the 

benefits and costs [33], [34], [49], [52]. Efficient 

capital allocation due to proper internal decision-

making makes companies that have implemented 

ERM invest in projects whose current value is 

greater to improve the company's performance [33], 

[34]. The ERM reduces revenue fluctuations by 
increasing the likelihood of companies investing in 

profitable projects that can be funded internally 

[44]. [45] showed that ERM can improve capabilities 

and performance through risk control at the enter-

prise level, supported by risk management depart-

ments, risk management procedures, external 

services, and corporate culture. Likewise, [52] posit 

that ERM practices create value that allows senior 

management to measure and manage the return of 

risks facing the entire company. Furthermore, [61] 

note that instilling a structured approach to 

corporate risk management in medium-scale 
enterprises can yield benefits including enabling 

organizational alignment with its vision. 

In the context of small and medium-sized 

enterprises, according to [4] ERM is a form of micro 

risk management and a comprehensive approach 

that addresses risks in all functional areas and is 

also an effective proactive risk prevention tool. The 
management commitment component becomes an 

internal company factor that supports good organi-

zational governance, leading to improved perfor-

mance. Companies that have already implemented 

ERM will be able to make resource allocation 

effective, improve efficiency, capacity, and return on 
capital thereby improving performance [31].  Risk 

identification allows management to be able to 

consider the benefits and costs to improve the 

quality of decision-making. The right management 

decision is expected to improve operational effi-

ciency so that management's ability to generate 

profits also increases. The benchmark of the com-
pany's success in carrying out its business activities 

is seen from the company's performance in making 

a profit.  The company's ability to generate profit can 

be seen from the probability ratio which summa-

rizes the results of the combination of various 

decisions and policies and provides a reflection of 

liquidity, asset management, and debt ratios, and 
affects the company's operations [18]. Return on 

Asset (ROA) can be assessed based on how efficient-

ly the company empowers assets to generate profits.  

Consistent with this argument, the researcher 

suspects that the implementation of ERM will 

increase the company's profit which will ultimately 

affect the company's ROA. 
H1:  Implementation of ERM has a positive effect 

on the company's return on assets (ROA)   

 

On the other hand, companies that implement 

ERM are expected to experience stable sales growth 

and tend to increase, which means that companies 

can maintain a long-term competitive advantage 

and be able to adapt to various risks.  Given that the 

medium-scale industrial financial performance 

measurement model more accurately focuses on the 

main items in the profit and loss statement, which 

relate to business practices that mostly affect 

financial performance, then consistent with the 

above literature, researchers suspect that optimally 

implementing ERM will improve business efficiency 

which will have an impact on company sales. 

H2: ERM implementation positively affects the 

company's sales growth 
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RESEARCH METHOD 

 

Sample 

  

The quota sampling method used in this 
research involved all medium-sized industrial com-

panies of priority sectors in 38 districts/cities and a 

minimum of 1 medium-sized industry company 

representing each sector. Data is obtained directly 

from company managers (directors, managers) 

through questionnaires and interviews. 

 
Table 1. Sample Selection 

Detail Total 

Number of distributed questionnaires 151 

Number of questionnaires that do not 

meet the criteria and are incomplete 

14 

Number of questionnaires that can be 

processed 

137 

 
Table 2. Samples by Priority Sector  

Priority Sectors Total Percentage 

Food & beverage 43 31,39% 

Chemistry  24 17,52% 

Textiles & clothing 33 24,09% 

Automotive  13 9,49% 
Pharmaceuticals  14 10,22% 

Electronic  10 7,30% 

Total sector 137 100,00% 

 

Operationalization of Variables 
  

One way to find out the integrated risk 

management carried out by the company can be 

seen from the maturity level of implementing its 

risk management system. The maturity level of 

application of ERM in companies was measured 

using 16 indicators each representing 1 criterion in 

the study [66], [50]. The value of each statement has 

a scale with gradation values from very negative to 

very positive. The assessment system is used to 

determine the respondent's response and for each 

statement, the respondent is asked to approve 

according to the facts applicable to his company 

using the 4-point Likert scale, where the value of 1 

indicates a strongly disagreed attitude and a value 

of 4 indicates a strongly agreeable attitude to the 

statement that measures the level of maturity or 

level of application of erm. Respondents' answers 

are then transformed using scoring, where the 

larger score indicates a stronger or optimal level of 

ERM implementation in the company and vice 

versa.  

Profitability is a representation of the goal of 

each organization and is the organization's ability 

and capacity to generate profits, where profitability 
is one of the determinants of the company's invol-

vement in the implementation of ERM [33], [34]. 

Referring to [22]’s organizational performance 

measurement model, it states that organizational 

performance can be further translated into account-

ing returns measurements, hence the first proxy of 

the company's financial performance in this study 
using ROA. [7] stated that organizational perfor-

mance can be further translated into growth 

measurement, while according to [13], growth can 

also show the operational performance of all busi-

ness practices adopted by the company, so the 

researcher uses sales growth as the second proxy of 

the company's financial performance in this study. 
 

Model Analysis 
 

To answer the research hypothesis, two linear 

regression analysis models were developed as 

follows  

ROA  = α+β ERM+e            (1) 

Where: 

ROA :  ROA of medium-sized Industry Companies 

α :  Constant 

β :  Regression coefficient 

ERM : Enterprise Risk Management implemen-

tation  

e :  error component  
  

∆SALES = α+β ERM+e           (2) 

Where: 

∆ SALES :  sales growth of medium-sized industrial 

companies  

α :  Constant 

β :  Regression coefficient   

ERM :  implementation of Enterprise Risk Ma-

nagement   

e :  error component 
 

Data Analysis Techniques 
 

The questionnaires in this study used a scaled 

assessment of 1 - 4 by eliminating medium/ medium 

options. The Likert scale is used to assess question-

naire answers related to the implementation of 

ERM used within the company. 
 

Table 3. ERM implementation assessment scale 

Score Indication of answer 

1 strongly disagree, meaning that the situation has 

never happened in the company 

2 disagree, meaning that the situation sometimes or 

the probability of the occurrence of the situation in 

the company is 50%  

3 agree, it means that the situation often occurs or 

the probability of the occurrence of the situation in 

the company is 75% 

4 Strongly agree, meaning that the situation always 

occurs in the company 
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Crosstabulation is carried out to find out more 
in-depth information about the level of ERM imple-
mentation that occurs in the company and the 
financial performance achieved. Hypothesis testing 
criteria for both H0 reject equation models when the 
significance value < 5% and fail to reject H0 if the 
significance value ≥ 5%. 
 

RESULTS AND DISCUSSION 
 
Statistical Description 
 

Table 4 shows that the overall value of ERM 
implementation indicators in medium-sized indus-
trial companies in priority sectors in East Java is 
optimal. This shows that risk management in 
Medium Industry in East Java is carried out 
thoroughly with principles and processes that have 
been integrated into business processes. The risk 

supervision and implementation system has been 
updated periodically accompanied by risk manage-
ment training. 

Table 5 shows the optimal implementation of 
ERM in each sector. This means that the priority 
sector of the Medium Industry in East Java has 
implemented risk management thoroughly with 
principles and processes that have been integrated 
into business processes. Compared to other sectors 
the value of ERM implementation in the food & 
beverage sector is the lowest. 
 
Cross Tabulation Analysis 

 
The results of cross-tabulation between the 

level of implementation of ERM and the growth of 
company assets showed that 97% of the 23.4% of 
companies that experienced increased assets had 
implemented ERM optimally. While 96.6% of the 

Table 4. Total ERM Implementation score 

No Statement 
Rating Scale 

Total 
1 2 3 4 

ERM 1 The company's management determines or makes decisions by considering 

the risks in the implementation of the company's 

projects/transactions/business consistently 

3 3 18 113 458 

ERM 2 When there is a risk in the company the owner of the responsibility to make 

decisions is with the highest leadership (highest person in charge) in each 

part/project 

2 1 53 81 428 

ERM 3 The company can run several activities at once. 5 7 37 88 423 

ERM 4 Everyone in the company understands the benefits of a risk management 

process in the company. 

5 17 43 72 406 

ERM 5 The company's management provides the necessary budget, time, human 

resources, systems, and technologies as support and commitment to risk 

management activities 

2 5 31 99 440 

ERM 6 The company identifies all categories of potential risks from both internal and 

external sources of risk that will be faced by the company. 

2 10 43 82 421 

ERM 7 The risk management process (including monitoring, identifying, and 

assessing risks that may arise due to environmental changes) is carried out 

repeatedly and continuously. 

4 14 32 87 419 

ERM 8 Companies can take advantage of opportunities by assessing possible losses 

and benefits to increase competitive advantage. 

9 7 36 85 419 

ERM 9 All staff have access to relevant and accurate information and communicate it 

to determine response strategies. 

1 11 44 81 411 

ERM 10 All personalities in the company understand well the terms or language 

associated with risk management. 

7 31 36 63 374 

ERM 11 The company has implemented or is considering using information technology 

(it could be one of these: application/computerized/register machine/barcode) 

17 21 32 67 385 

ERM 12 The Company has sent staff or anyone in the company to attend seminars or 

training or learn about risk management. 

43 23 20 51 309 

ERM 13 The company has indicators that are easy to measure and monitor to identify 

the occurrence of risks within the company. 

14 11 29 83 410 

ERM 14 All activities related to the company's main business processes are carried out 

based on the risk management framework and are carried out consistently by 

all staff and company owners. 

5 8 25 99 438 

ERM 15 All company staff /employees know the purpose of the company in running its 

business and understand the performance measures of each company's goals. 

5 6 25 101 441 

ERM 16 The company's management periodically measures the progress of risk 

management, and plans, and monitors the suitability of policies and plans 

with the framework of risk management. 

4 4 24 105 450 

MEAN 414.5 
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64.2% of medium-sized industrial companies whose 
asset performance is stable, have also implemented 
ERM optimally. 

The results of cross-tabulation between the 
level of implementation of ERM and the company's 
sales growth showed that as many as 41.6% of 
respondents who experienced an increase in sales 
had implemented ERM optimally. Of the 31.4% of 
respondents whose sales performance is stable, 
99.9% have implemented ERM optimally. Mean-
while, of the 27% of respondents who experienced a 
decline in sales, 67% of them were at a weak ERM 
implementation level. 
 
Hypothesis Testing 
 
Table 6. First equation t-statistical test results 

Model 

Unstandar-
dized  

Coefficients 

Standard-
ized 

 Coeffici-
ents 

t Sig. Result  

B 
Std. 

Error 
Beta 

1 (Constant) 1,440 0,445 
 

3,238 0,002 
Sig 

Total ERM -0,020 0,008 -0,212 -2,524 0,013 

N 137 
R square 0,212 

 
Table 7. Second equation t-statistical Test Result 

Model 

Unstandar-
dized 

Coefficients 

Standard-
ized 

Coeffici-
ents 

t Sig. Result 

B 
Std. 

Error 
Beta 

2 (Constant) -0,933 0,204   -4,58 0,000 Sig 
Total ERM 0,293 0,06 0,385 4,851 0,000 

N 137 
R square 0,385 

The results of hypothesis testing on both 

equations showed significant results (a sig value of 

< 0.05) indicating that ERM implementation had a 

significant effect on ROA and sales growth. 

The results of hypothesis testing on both 

equations showed significant results (the sig value < 

0.05). Thus the first hypothesis (H1) stating that the 

implementation of ERM positively affects ROA is 

accepted. Likewise, the second hypothesis (H2) 

stating that the implementation of ERM positively 

increases sales in medium-sized industrial compa-

nies is declared accepted. 

 

Discussion 
 

Implementation levels of ERM and Return on 

Assets 
 

The results of this study prove that the 

implementation of ERM has a significant negative 

effect on Return on Assets. Based on the results of 

the hypothesis test, high implementation of ERM 

will lead to a low ROA value. This is because the 

increased level of implementation of ERM will lead 

to additional costs needed to improve the quality of 

risk management frameworks in the company. This 

additional cost will reduce net profit. Implementa-

tion of ERM requires no small cost, thus impacting 

the reduction of net profit. In risk management 

theory, there is a risk management transfer tech-

nique by paying insurance premiums and hedging 

with derivative contracts. The cost of handling risk 

management is included in handling consumer 

complaints, or compensation for risk. Risk handling 

measures incur costs such as receivable collection 

Table 5. Implementation of ERM Based on Priority Sectors 

No Statement 
Food & 

Beverage 
Chemis-

try 
Textiles & 
Clothing 

Auto- 
motive 

Pharmace
uticals 

Elec-
tronic 

ERM 1 Commitment of the Board of Directors and 
Senior Management 

3,65 3,73 3,75 4,00 3,80 3,92 

ERM 2 Ownership of ERM 3,51 3,64 3,29 3,71 3,60 3,77 
ERM 3 Risk Appetite and Tolerance 3,35 3,45 3,75 3,64 3,70 3,54 
ERM 4 Risk-Conscious Culture 3,05 3,36 3,50 3,71 2,80 3,85 
ERM 5 Resources 3,47 3,64 3,79 4,00 3,40 3,92 
ERM 6 Identification, analysis, and risk response 3,40 3,45 3,46 3,64 3,70 3,69 
ERM 7 Iterative and Dynamic Process Stages of 

ERM 
3,40 3,36 3,58 3,50 3,30 3,92 

ERM 8 Utilization of Risk as An Opportunity 3,26 3,27 3,50 3,93 3,40 3,85 
ERM 9 Risk Communication 3,33 3,52 3,46 3,64 4,00 3,54 
ERM 10 Common Risk Language 2,98 2,88 3,67 3,43 2,40 3,54 
ERM 11 Risk Management Information System 2,95 2,39 3,50 3,86 3,10 3,69 
ERM 12 Training Program 2,33 2,12 3,17 3,07 2,30 3,15 
ERM 13 Key Risk Indicator (KRI= key risk 

indicator) 
3,07 3,24 3,54 3,64 3,30 3,62 

ERM 14 Integration of ERM on Business Processes 3,33 3,76 3,71 3,79 3,50 3,69 
ERM 15 Destination Settings 3,51 3,55 3,83 3,79 3,40 3,77 
ERM 16 Supervision, review, and improvement of 

the ERM framework 
3,51 3,73 3,71 3,93 3,70 3,77 

 Mean 3,25 3,32 3,58 3,71 3,34 3,70 
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costs, warehouse supervision costs, work accident 

costs, training costs, machine maintenance costs, 

product quality improvement costs, raw material 

storage costs, and other operational costs. 

In addition, due to the impact of the pandemic, 

there are additional costs that must be incurred 

such as inspection costs, health benefits costs, and 

disinfectant spraying costs.  Most of its medium-

sized industry assets also remain stable and hope 

that after the pandemic the situation will improve 

(increased sales) so that many assets are not utilized 

as they should during the pandemic (decrease in 

sales). This research was conducted in 2020 - 2021 

which is a pandemic period, where the economy is 

still recovering, so companies tend to use their 

money to buy assets rather than expansion. This 

can be a positive signal that the company is still 

growing because assets are one of the company's 

investments and are a good signal for creditors 

indicating that the company has a greater asset 

guarantee. 

 

ERM implementation rate and Sales Growth 

 

The results of this study prove that the 

implementation of ERM has a significant positive 

effect on sales growth. If the company has imple-

mented ERM optimally then sales increase.  This is 

evidenced by the results of the crosstabulation test 

that Medium Industries whose implementation is 

optimal tend to experience increased sales, increas-

ed net profit, and stable assets. Sales growth is the 

company's goal and a key business process. The 

company's activities related to sales and business 

sustainability are also determined by sales. A grow-

ing company will experience sales growth. The 

implementation of ERM is closely related to finan-

cial performance because it can reduce internal and 

external risks that lead to financial losses. Imple-

mentation of ERM can reduce uncertainty, making 

it easier for management to manage overall busi-

ness activities to increase sales. The results proved 

that although the economy is still recovering due to 

the impact of the pandemic, a medium-sized indus-

try whose optimal ERM implementation is expe-

riencing sales growth, which is a positive signal that 

the company can handle risks well. Sales growth is 

also the company's goal to make a profit and is an 

indicator of the company in maintaining a competi-

tive advantage in the future. Sales growth is a posi-

tive signal for creditors, governments, and investors. 

 

CONCLUSION 

 

Based on the results of the study, it can be 

concluded that the implementation of ERM has a 

significant effect on ROA and company sales 

growth. The more optimal the company implements 

ERM, the increase in sales and increased net profit, 

as well as a minimum of stable assets, will also be 

achieved by the company. Industries that already 

implement ERM can increase opportunities, iden-

tify, and manage risks, improve positive outcomes, 

reduce deviations, and create sustainable business 

systems. The implementation of ERM can reduce 

the risk of loss, thus making the company maximize 

opportunities. The risk of loss can be minimized by 

having quality resources, utilizing them effectively, 

and improving the quality of performance and 

decision-making to determine the right response to 

events that have the potential to be opportunities or 

threats. 

It is hoped that IM companies can further 

improve and optimize the implementation of ERM. 

IM managers/managers/owners facilitate staff/ 

employees related to risk such as Chief Risk Officer 

(CRO), and Risk Committee (RC), to take training 

on risk management to be able to increase their 

knowledge, understanding, and expertise in mana-

ging risk. This also needs to be sustainable, and 

reforms need to be held to adapt to the times. 

Companies need to pay attention so that all mem-

bers of the company involved in business processes 

participate in the company’s ERM implementation. 

This research has limitations, namely the 

selection of priority sectors based on the Regulation 

of the Ministry of Industry's Strategic Plan (RPJMN 

2020-2024) and there is a possibility that it can be 

dedendum/changed so that it is expected that 

researchers can further adjust priority sectors 

following government regulations. In addition, the 

financial performance studied is from 2020 - 2021, 

while this study uses regulations (RPJMN 2020-

2024) so this research is expected to be continued in 

the future. 
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