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Abstract: Enterprise Risk Management (ERM) has emerged as a key aspect of the academic and 
professional spheres. Although it is gradually recognized as having potential benefits, there is still a 
significant gap related to the exact relationship between ERM and firm performance. Ongoing research 
endeavors to fill this void by exploring the influence of ERM and aligning its dimensions with the 
concept of competitive advantage. This study presents a comprehensive overview of ERM, utilizing the 
resource-based view (RBV) and contingency theories as a lens to examine its effects on performance, 
with competitive advantage serving as a mediating factor. This study extends the current literature by 
introducing new findings and examining the relationship between strategy and ERM. The results of 
this research not only explain the key aspects of ERM and its effects on firm performance but also offer 
real-world guidance. These insights could serve as a guide to bridge the gap between what managers 
expect to result from ERM and what is implemented to create competitive advantage strategies. This 
investigation aims to contribute to the literature on the role of ERM in corporate strategy and provide 
practical guidelines for incorporating ERM into organizations. 

Keywords: Competitive advantage, Enterprise risk management, Firm performance, RBV theory. 

 
1. Introduction  

Enterprise Risk Management (ERM) is fast becoming an indispensable component of modern 
corporate governance, providing organisations with an overarching framework for identifying, 
assessing, and mitigating risks that could threaten the attainment of company-wide objectives [1]. 
ERM achieves common sense when it comes to complete measurement for risks or all-risk types by an 
entity's mission, thus its importance. The justification for this model is that firms are able to host 
aggregation regarding various sensible threats encompassing market structure fluctuations, credit, and 
economic failures and are thereby able to prepare firms for organisational fluctuations in a multifactorial 
market [2]. 

In organisational effectiveness, firm performance is the priority indicator, including financial and 
nonfinancial metrics [3]. Increasingly, in the changing business climate, great attention is being paid to 
non-financial performance indicators that indicate factors indirectly impacting the monetary indicator 
[4]. Non-financial metrics can give a more layered insight and holistic view of organisational health 
[5]. 

With the growing competitive pressure in the global marketplace, generating new strategies to 
improve firm performance and competitive advantages is critically debated [6]. Competitive 
advantage: A competitive advantage is a unique selling point or advantage that a company has over its 
rivals or the market to perform better than its competitors [7]. It is one of the pillars of strategic 
management. Technological innovation, including adopting financial technologies, has been empirically 
linked to improved profitability and competitive advantage, particularly in financial institutions [8]. 
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These tools enable banks to streamline services and enhance performance, aligning closely with 
strategic risk management frameworks like ERM. They are imperative to navigating the complex risk 
matrix, a frequent feature of modern enterprises [9]. Furthermore, Firms turn to differentiation, cost 
leadership, and innovation, employing strategies that ensure their competitive edge in a manner that is 
increasingly reflective of the complex dynamics between the market and the economy at large [10]. 

The adoption of ERM represents a strategic response to the evolving complexities of the global 
business environment [11]. Increased market volatility and uncertainty have motivated the evolution of 
ERM practices, which have compelled organisations to adopt a more holistic approach to risk 
management. This framework breaks down conventional department barriers, including vital 
components like control activities, information and communication systems, and monitoring processes 
that build a more flexible and durable organisational architecture [12]. 

This conceptual paper aims to enhance the academic dialogue on ERM by establishing a framework 
that deliberates the mediating role of competitive advantage towards leveraging the impact of ERM on 
firm performance against a backdrop of emphasising the non-financial outcomes of firm performance. 
Based on the gaps identified in the literature on the research we are working on in the area [13] this 
study examines a distinctive dimension of competitive advantage as the mediator in the ERM-
performance correlation. Although the research provides important theoretical insights regarding the 
strategic implications of ERM, the study does not account for practical challenges to implementation or 
industry-specific factors, nor has it explored organisational readiness for integrating ERM. Despite 
these limitations, this research establishes a preliminary dimension for additional empirical studies 
which may inform our understanding of ERM adoption/implementation and its various ramifications 
across company settings. 
 

2. The concept of ERM, Competitive Advantage and Firm Performance 
The Relationship between Enterprise Risk Management, Competitive Advantage and Business 

Performance. ERM is a strategic management tool that addresses and manages risks comprehensively. 
Competitive advantage is when an organisation can surpass its market competitors based on unique 
strengths and capabilities. Firm performance, a broad category encompassing many metrics and 
perspectives, presents the success of an organisation in creating a product or service and its ability to 
meet its goals. This study explores the interplay of these base elements and their impact on shaping and 
determining the future path and performance of businesses today, followed by a detailed analysis of the 
relevant aspects of each variable. 

 
2.1. Firm Performance  

Firm performance is relevant in global strategic economics, management, finance, and accounting 
research [14]. Despite its importance, there is no integrated consensus regarding the definition, 
dimensionality, or measurement of organisational performance, which limits research advances [15]. 
This section provides an overview of firm performance and its importance and measurement in the 
business environment. 

In this context, performance is the most significant metric used to measure the effectiveness and 
efficiency of business organisations. The need to determine the goals and objectives, achieve the 
organisation's performance, and enhance and develop the firm's overall performance is undoubtedly a 
vital goal for most organisations [3]. Defining or measuring firm performance is difficult for 
researchers because firms have conflicting goals Chow, et al. [16]. Harper and Vilkinas [17] reveal that 
performance is usually used to measure and reflect the general situation of a firm and its policies. 

Consequently, firm performance is deemed crucial and essential in determining the success or failure 
of business organisations. Assessing company performance enables organisations to pinpoint key 
problem areas and make necessary improvements. Investigating organisational performance is critical, 
particularly in identifying the primary financial or non-financial factors contributing to an 
organisation’s success or failure [18]. The increasingly competitive environment underscores the 
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urgent need for organisations to adopt effective strategies to enhance their performance and gain 
competitive advantage [6]. Various strategies are employed to sustain business and organisational 
success. Organisations face exposure to diverse risks that could hamper firm performance [9]. The 
following subsections discuss firm performance's financial and nonfinancial dimensions.  
 
2.2. Firm Performance Dimensions   

Measuring firm performance provides essential and invaluable information for management, 
facilitating performance monitoring, reporting progress, and enhancing communication, motivation, and 
problem identification [19]. Given these benefits, it is advantageous for firms to assess their 
performance. However, this process is not without challenges, as there is a notable lack of consistency in 
firm performance assessment methodologies [20]. To address this issue, firm performance can be 
measured using financial and non-financial metrics [13] providing a more comprehensive evaluation 
framework. 

Venkatraman and Ramanujam [21] propose three key indicators for managing firm performance: 
financial performance (e.g., return on investment and earnings per share), operational performance (e.g., 
market share and product quality), and organisational effectiveness (e.g., employee morale and work 
environment). Building on this framework, Nkomo [22] explored the link between human resource 
planning and organisational performance  and uncovered six financial factors that were high-level 
indicators of business performance (turnover growth rate, profitability, earnings per share, return on 
assets, profitability, and firm assets per employee).  

Recognising the limitations of purely financial metrics, many organisations supplement these 
drivers with quasi-financial indicators that better underpin core value-driver performance [23]. This 
helps to create a more comprehensive overview of organisational performance. However, the literature 
is inconclusive about non-financial indicators' contribution to performance improvement [13] 
highlighting a gap in research and exploration regarding measuring firm performance.  
 
2.2.1. Financial Performance 

A firm's financial performance is measured through a range of quantitative measures that evaluate a 
firm's overall health and efficiency. Additionally, cash flows and dividend behaviour have been 
empirically validated as critical mediators of firm value, particularly in financial markets such as the Iraq 
Stock Exchange [24] suggesting that both direct and mediating financial levers influence firm 
performance. Profits, income statements, profit margins, return on investment (ROI), earnings per 
share (EPS), and cash flow are just some of the financial reports that can be analysed. These are the 
typical financial metrics that constitute this ratio. This is an important ratio to understand economic 
stability, and these ratios are essential to assess a company's profitability, liquidity, and solvency [25]. 
 
2.2.2. Non-Financial Performance  

Non-financial performance metrics complement traditional financial indicators, offering a more 
comprehensive organisational effectiveness assessment. These quantitative metrics, like customer 
satisfaction scores, employee turnover rates, and operational efficiency measures, give clues about 
elements not directly observable in the financial statements. Though they can complicate 
standardisation and thus quantification, non-financial metrics (NFM) also have real value as forward-
looking indicators, metrics that encourage long-term strategic focus, and measures of stakeholder value 
beyond financial performance. Combined with financial metrics, they provide insight into a firm’s health 
and future potential. 
 
2.3. Enterprise Risk Management (ERM) 

Evaluating a firm's financial performance involves using a variety of quantitative metrics to 
determine its overall health and effectiveness. Financial reports include various types of information 
that are analysed, including income statements, profit margins, return on investment (ROI), earnings 



303 

 

 

Edelweiss Applied Science and Technology 
ISSN: 2576-8484 

Vol. 9, No. 5: 300-313, 2025 
DOI: 10.55214/25768484.v9i5.6829 
© 2025 by the authors; licensee Learning Gate 

 

per share (EPS), and cash flow. Half ratios are the ratios that you normally use to calculate. Equity 
turnover ratios are important for measuring an economic company and its profitability, liquidity, and 
solvency [25]. 

While high-risk tendencies positively correlate with performance [26] it is important to remember 
that success is predicated on identifying innovative opportunities and seizing them through risk-taking 
behaviour [26]. Moreover, risk identification, monitoring, and assessment are at the heart of the 
entrepreneurial process [27]. Properly established and understood risks can also open opportunities 
and enable risk-taking and innovation [28]. Thus, the adoption of a formalised ERM system not only 
minimises risk but also enables improved risk-taking [29]. 

Assessing a company's financial performance хара. Different financial reports can be analysed, 
such as income statements, profit margins, return on investment (ROI), earnings per share (EPS), and 
cash flow. These are the conventional financial denominators with which to compute the ratios. 
Signifying a company's economic security, equity turnover ratios are the proportion of ratios used to 
judge a business's profitability, liquidity, and solvency [25]. 
  
2.3.1. Control Activities 

Control activities are one of the core elements of Enterprise Risk Management (ERM), including 
those policies, procedures, and practices established to ensure that risk responses are performed as 
intended and that the organisation's goals and objectives are met [30]. Specifically, these actions allow a 
systematic way to minimise related risks at all levels and roles in organisational activities, such as 
authorisation procedures, confirmations, reconciliations, performance reviews, and segregation of 
functions [31]. Control activities serve as compliance support, protect assets, and optimise operations. 
Such processes are thus designed and shaped so that specific types of risks are addressed, thus ensuring 
consistency and reliability and consistent processes to the organisation's risk appetite [29]. Thus, 
control activities bridge risk identification and mitigations, instilling a risk-managed environment 
across the organisation. 
 
2.3.2. Information and Communication 

Information and communication, part of the information system, and control activities are the 
essential parts of ERM and keep all functions and levels of the organisation running smoothly with 
relevant, accurate information promptly [30]. This element calls for coordinated and clear transmission 
and communication pathways to capture, analyse and report essential risk information. Internal and 
external data is essential for effective decision-making and risk management, so accurate information 
systems are imperative [12]. Communication channels also reach stakeholders and inform an entity's 
risk environment, controls, and strategies. Technology has substantially improved these procedures, 
allowing access to real-time data and dissemination within the organisation, leading to agility and 
responsiveness [2]. Thus, the information and communication component serves as a linking element 
that ties the various elements of ERM together, creating a single risk-management system. 
 
2.3.3. Monitoring 

Monitoring is building on the foundation of the control activities and information and 
communication flows by providing for the ongoing assessment of the effectiveness of a firm's ERM 
framework over time [30]. It involves ongoing monitoring and evaluation of processes (including 
internal audits, reviews, and feedback mechanisms) to ensure that risk management processes are 
consistent with a firm’s objectives and effective in a changing environment [31]. Monitoring activities 
can be classified as ongoing activities and periodic evaluations [28]. Ongoing activities provide a real-
time picture of an entity's effectiveness in managing its risks; periodic evaluations are structured 
assessments of its controls and processes. This broad-scale monitoring enables organisations to find 
gaps and challenges, act satisfactorily, and develop the maturity and flexibility of their ERM 
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frameworks [12]. This leaves monitoring as the last line of defense in the ERM cycle, facilitating that 
organisations continue to improve and adapt as new risks emerge. 
 
2.4. Competitive Advantage  

Competitive advantage is a cornerstone of business strategy, referring to the distinctive strengths 
and abilities that enable an organisation to outperform the industry competitors [31]. This 
characteristic sets a business organisation apart in delivering increased customer value, strengthening 
its position within the marketplace and achieving long-term profitability. Kiragu [32] defined 
competitive advantage as " the tactical advantages held by an entity about its competitors within the 
marketplace, leading to superior performance." He described four basic competitive strategies: 
differentiation, cost leadership, differentiation focus and cost focus. Differentiation and cost leadership 
approaches are recognised as essential elements in competitive advantage. 

Implementing unique strategies that lead to competitive advantage has consistently been linked to 
superior firm performance. Numerous studies have demonstrated a strong positive correlation between 
competitive advantage and firm performance [33, 34]. In today's dynamic economy, competitive 
advantage has become increasingly relevant for organisations, potentially significantly enhancing their 
overall performance [31]. Conversely, a low level of competitive advantage can result in diminished 
performance and the eventual failure of firms operating in a business environment [35]. 

Firms must adopt a multifaceted approach to achieve and maintain a competitive advantage. Beyond 
[35] four essential competitive strategies, another approach emphasises leveraging service quality, 
corporate image, and human capital [36-40]. The quality of service has become one of the most critical 
strategic perspectives for competitive advantage, and firms are focused on continuously enhancing 
retention and cross-selling [41]. Besides, corporate image is a common marketing yardstick used to 
achieve competitive advantage and improved firm performance [40]. Moreover, in the knowledge 
economy, human capital is a significant driver of firm competitiveness and value creation [42]. These 
factors laid the groundwork for continued success and differentiation in the marketplace. Therefore, this 
research adopted three factors to assess competitive advantages: service quality, corporate image, and 
human capital. 

Moreover, a company's competitive edge can be viewed in several dimensions and thus needs to be 
integrated when measuring the effect of the firm’s performance. Some researchers have highlighted that 
measurement does not add up to various aspects in determining a firm’s competitive status in the 
industry [43, 44]. Such measurement frameworks enable the firm to understand its disadvantageous 
aspects and assist the firm in further enhancing and creating value in the business. Major elements, such 
as the standard of services and the overall view of Rao and Kelkar [40] and Xu and Liu [42]. 
Competitive advantage is important for enhancing a firm’s market share and long-term survival. 
Scholars emphasise that it is a critical competitive factor that deserves to be measured in the context of 
the strategy dimensions that influence performance and differentiation [44, 45]. Elements such as 
operational efficiency, level of customer satisfaction, and level of innovation can provide firm insights 
into their competencies. These measures guide activities one should undertake to maintain a competitive 
advantage and respond suitably to changes in the market [34, 36]. 
 
2.5. The Relationship between Enterprise Risk Management, Competitive Advantage and Firm Performance in 
the Previous Research 

The Empirical Studies on Enterprise Risk Management, Competitive Advantage and Firm 
Performance broadly analysed the relationship between Enterprise Risk Management (ERM), 
Competitive Advantage, and Firm Performance and have shown the interactive complexity and 
intermingling of some attributes of the associations. Various studies showed the positive influence of 
ERM implementation on firm performance through various mechanisms. Saeidi, et al. [2] discovered a 
positive relationship between intellectual capital and firm performance moderated by ERM. 
Furthermore, ERM implementation is associated with reduced earnings volatility, decreased external 
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capital costs, increased capital efficiency, and enhanced shareholder value [45]. However, some studies 
have found no additional increase in firm performance for companies implementing ERM, highlighting 
the context-dependent nature of ERM's effects. 

The relationship between ERM and firm performance is also mediated by competitive advantage. 
We add to this emerging body of literature by showing that ERM can enhance firm performance 
through its increased financial literacy and intellectual capital, cost advantages, and efficiency. In today's 
ever-evolving business landscape, this multi-pronged framework highlights where risk management is a 
strategic advantage driver. The literature provides insights into trends, gaps and future research 
opportunities, emphasising the need to understand the contextual factors influencing the estimated 
relationship between ERM implementations and organisational performance. 

The following table summarises key studies that demonstrate how competitive advantage mediates 
the relationship between ERM and firm performance, providing strong theoretical support for this 
study. The literature indicates that successful ERM initiatives enhance firm performance. Moreover, 
their impact is more significant when competitive advantage serves as a mediator.  
 
Table 1.  
Summary of Studies on Enterprise Risk Management, Competitive Advantage, and Firm Performance. 

Author 
(Year) 

Research Focus  
(Objective) 

Variables Used in the 
Study 

Findings Limitations 

Jalal‐Karim 
[46] 

Investigate the 
relationship between 
ERM factors and 
competitive business 
advantage. 

IV: Identifying risks, 
estimating risks, 
Treating risks, 
Monitoring, 
Communication; DV: 
Competitive Business 
Advantage. 

A significant relationship was 
found between ERM factors 
and boosting competitive 
business advantage. ERM is 
crucial for enhancing the 
business plan. 

Limited to 
specific 
industries; lacks 
empirical 
evidence from 
diverse settings. 

Saeidi, et al. 
[34] 

Explore the mediating 
roles of competitive 
advantage, reputation, 
and customer 
satisfaction in CSR-
firm performance. 

IV: Corporate social 
responsibility; Mediator: 
Competitive Advantage, 
Reputation, Customer 
Satisfaction; DV: Firm 
Performance. 

CSR positively influences firm 
performance through 
competitive advantage and 
reputation, with competitive 
advantage being a significant 
mediator. 

Focuses solely on 
CSR; limited 
generalizability 
to other 
industries. 

Soltanizadeh 
[47] 

Assess the mediation 
effect of ERM on the 
relationship between 
business strategy and 
organisational 
performance. 

IV: ERM adoption, 
Business Strategy; 
Mediator: ERM; DV: 
Organizational 
Performance. 

ERM implementation 
positively impacts 
organisational performance, 
particularly for cost leadership 
strategies. ERM is a partial 
mediator in this context. 

The focus is 
narrow on cost 
leadership 
strategies and 
does not explore 
other strategies. 

Yang et al. 
(2018) [54] 

Examine the mediating 
role of competitive 
advantage between 
ERM practices and 
firm performance. 

IV: ERM Practices; 
Mediator: Competitive 
Advantage; Moderator: 
Financial Literacy; DV: 
Firm Performance. 

ERM practices significantly 
influence competitive 
advantage and SME 
performance. Competitive 
advantage partially mediates 
this relationship, with financial 
literacy moderating the ERM-
competitive advantage link. 

Limited focus on 
SMEs; may not 
apply to larger 
organisations or 
different 
industries. 

Saeidi, et al. 
[48] 

Examine the influence 
of ERM on 
Competitive 
Advantage, with IT as 
a moderator. 

IV: ERM; Moderator: 
Information 
Technology; DV: 
Competitive Advantage. 

ERM positively affects 
competitive advantage. IT 
strategy and structure enhance 
this relationship, improving 
competitive advantage. 

Does not address 
firms with 
minimal IT 
infrastructure 
and lacks 
longitudinal 
analysis. 

Saeidi, et al. 
[49] 

Explore the effect of 
ERM on financial and 
non-financial firm 
performance, with 

IV: ERM; Moderator: 
Intellectual Capital; DV: 
Financial and Non-
Financial Firm 

ERM positively affects firm 
performance. Intellectual 
capital moderates the 
relationship between ERM and 

Limited data on 
non-financial 
aspects; focus on 
intellectual 
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intellectual capital as a 
moderator. 

Performance. financial performance. capital only. 

Jaber [31] 

Study the impact of 
risk management 
practices on 
organisational 
performance. 

IV: Risk management 
practices. DV: 
Organizational 
Performance. 

Risk management practices 
positively impact performance, 
with risk mitigation having the 
most influence. 

It focuses on risk 
mitigation alone 
but lacks cross-
sectional data for 
broader insights. 

Al-Harbi 
and Rasheed 
[50] 

Assess the moderating 
effect of competitive 
advantage on the 
ERM-non-financial 
performance 
relationship. 

IV: ERM; Moderator: 
Competitive Advantage; 
DV: Non-Financial 
Performance. 

ERM positively impacts non-
financial performance, with 
competitive advantage as a 
significant moderator 
enhancing the effect. 

Limited focus on 
non-financial 
measures; 
excludes financial 
indicators. 

Mukherjee, 
et al. [51] 

Assess the influence of 
ERM practices on firm 
reputation and 
customer loyalty in 
Indian retail firms. 

IV: ERM; DV: Firm 
Reputation and 
Customer Loyalty. 

ERM significantly improves a 
firm's reputation, which 
enhances customer loyalty. 
Effective risk management 
builds trust and strengthens 
customer relationships. 

Limited to Indian 
retail firms; lacks 
consideration of 
cultural and 
regional 
variations. 

Tewu [52] 

Examine the effects of 
ERM and SCM on firm 
performance, with 
competitive advantage 
and decision-making as 
mediators. 

IV: ERM, Supply Chain 
Management (SCM); 
Mediators: Competitive 
Advantage, Decision 
Making; DV: Firm 
Performance. 

ERM and SCM enhance 
decision-making, which 
significantly improves firm 
performance. Competitive 
advantage did not mediate the 
relationship between ERM, 
SCM, or firm performance. 

Overlooks 
external factors 
influencing SCM 
and lacks 
quantitative 
validation of the 
role of 
competitive 
advantage. 

Kanu [53] 

To investigate the 
integration of ERM 
with strategic planning 
and its effect on firm 
performance in African 
firms. 

IV: Enterprise Risk 
Management (COSO 
framework); Mediator: 
Strategic Planning; DV: 
Firm Performance 
(Return on Assets). 

The integration of ERM with 
strategic planning significantly 
improves firm performance, 
while ERM alone does not 
significantly impact 
performance. 

Small sample size 
(141 firms across 
3 African 
countries), 
subjective bias in 
executive 
responses, 
measures of 
ERM might 
differ in 
organisations, 
and limited 
generalizability 
to other contexts 
or markets. 

Mahmood 
and Ahmed 
[54] 

To examine the 
mediating effect of risk 
management practices 
on the relationship 
between risk-related 
factors and the 
financial performance 
of Iraqi private banks. 

IV: Risk Understanding 
& Management, Risk 
Identification, Risk 
Assessment & Analysis, 
Risk Monitoring, Credit 
Risk Analysis; Mediator: 
Risk Management 
Practices; DV: Financial 
Performance. 

Risk management practices 
mediate the relationship 
between risk-related factors 
and financial performance. 
Positive relationships were 
found for Risk Assessment, 
Credit Risk Analysis, and 
Understanding Risk & 
Management. However, Risk 
Identification and Monitoring 
showed insignificant results. 

The sample size 
is limited to 
private banks in 
Iraq. Findings 
are specific to 
Iraqi banking and 
may not 
generalise to 
other countries 
or sectors—
limited analysis 
of long-term 
effects of risk 
management 
practices. 
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Le Vinh, et 
al. [55] 

To assess the impact of 
Enterprise Risk 
Management (ERM) 
on financial and non-
financial performance, 
examining the 
mediating roles of 
knowledge 
management and 
technology adoption, 
and the moderating 
role of supply chain 
resilience. 

IV: Enterprise Risk 
Management (ERM); 
Mediators: Knowledge 
Management, 
Technology Adoption; 
Moderator: Supply 
Chain Resilience; DVs: 
Financial and Non-
Financial Performance. 

ERM has a significant positive 
impact on financial 
performance, mediated by 
knowledge management and 
technology adoption. These 
factors also fully mediate non-
financial performance. Supply 
chain resilience strengthens the 
ERM-financial performance 
relationship but not non-
financial performance. 

The limited 
sample size (297 
respondents in 
Vietnam) and the 
focus on a single 
country and 
specific industries 
may limit 
generalizability. 
The data were 
collected at a 
single point, 
lacking 
longitudinal 
analysis. 

Dewi, et al. 
[56] 

To investigate how 
ERM moderates the 
relationship between 
sustainability 
performance and 
competitive advantage 
in firms. 

IV: Sustainability 
Performance; 
Moderator: Enterprise 
Risk Management 
(ERM); DV: Competitive 
Advantage. 

The study found that ERM 
positively moderates the 
relationship between 
sustainability performance and 
competitive advantage, 
indicating that firms with 
robust ERM practices can 
better leverage sustainability 
efforts to achieve a competitive 
edge. 

The research is 
limited to a 
specific sample, 
which may affect 
the 
generalizability 
of the findings. 
Additionally, the 
study's cross-
sectional nature 
does not account 
for potential 
changes over 
time. 

 

3. Theoretical Foundation and Research Hypothesis  
3.1. Theoretical Foundation 

The theoretical foundation of this study integrates the Resource-Based View (RBV) and 
contingency theory to examine the relationship among Enterprise Risk Management (ERM), 
competitive advantage, and firm performance. The RBV posits that organisations can achieve a 
competitive advantage and superior performance by managing strategic assets, and an efficient ERM 
system can be classified as a strategic asset [57]. This view contrasts with the industrial organisation 
theory that external factors drive firms' competitive behaviour and performance [58] in that it 
considers that the internal resources a firm brings to the table drive organisational performance. 
Drawing on the RBV, a firm comprises unique inimitable resources and capabilities, which suggests the 
induction of resource-based factors with institutional factors for sustainable success [59]. 
 
3.1.1. Resource-Based View Theory (RBV) 

The Resource Based View Theory (RBV) maintains that organisations can use strategic assets to 
attain better performance and competitive edge, and that effective ERM system is one such asset [57]. 
This notion outlines that it is not the external factors but the internal resources that realise the 
performance of an organisation compared to the industrial organisation theory [58]. This theory 
emphasises firms as collections of idiosyncratic, inimitable resources and capabilities, which need the 
direct presence of resource-based factors and institutional factors for sustained success [59]. 

Khotimah [60] explains that within the RBV perspective, firms are essentially bundles of resources 
and capabilities, and competitive advantage is maintained by continuing to own and control unique 
combinations of resources that may be difficult for competitors to duplicate. ERM has evolved into a 
central internal asset embodying a holistic approach to managing the multifactorial risks confronting 
organisations. ERM implementation is firm-specific and not quickly adopted by competitors, aligning 
with RBV theory [61]. From a resource-based view, ERM is regarded as a contributing factor for firms 



308 

 

 

Edelweiss Applied Science and Technology 
ISSN: 2576-8484 

Vol. 9, No. 5: 300-313, 2025 
DOI: 10.55214/25768484.v9i5.6829 
© 2025 by the authors; licensee Learning Gate 

 

to gain a competitive advantage and achieve better performance. As a result, organisations can improve 
their resilience and operational safety [62]. This definitive standard was created in the US by the 
Committee of Sponsoring Organisations of the Treadway Commission [30]. It offers a structured path 
to ERM implementation, substantiating its position as a strategic asset. 
 
3.1.2. Contingency Theory 

Contingency Theory complements RBV by emphasising the importance of aligning ERM processes 
with organisation-specific factors to achieve competitive advantage and enhance firm performance 
Roslan [63]. Mikes and Kaplan [64] developed the contingency theory of ERM, positing that the 
effectiveness of strategic risk management depends on creating a 'fit' between ERM adoption and the 
organisational context. This theory argues that no single management technique is universally 
applicable; instead, the value of risk management practices is determined by their alignment with a 
firm's risks, strategic goals, and operational context [65]. 

Integrating Contingency Theory into ERM indicates that firms within markets characterised by 
high uncertainty need dynamic frameworks for assessment and responsive strategies to effectively 
address potential areas of uncertainty. Such emphasis on ERM can better inform decision-making, 
safeguard against disruptions, and enable efficient use of resources by innovatively aligning with 
environmental contingencies [66]. 

These variables, which are the situational features of organisational functioning, correlate with 
efficiency within a technical-economic process [65, 67, 68] leading to a win-win relationship between 
ERM and Contingency Theory, rendering a potential competitive advantage and an attainable firm 
performance. This combined framework helps to achieve an integrated perspective on risks, supports 
prioritisation of resources, and ensures that strategies are dynamic in response to diverse internal and 
external environments [34]. As a result, this strategy and synergy promotes organisational resilience 
and adaptability, allowing firms to respond to disruptions effectively and pursue continuous 
improvement and innovation [65, 69]. The integration is facilitated by the COSO ERM framework 
[30] which provides a flexible, adaptable framework across organisational contexts. 
 
3.2. Research Hypothesis 

This study argues that the realisation of potential value from ERM depends on continuous and 
dynamic identification, assessment and management of risk in all the areas of the entire organisation [4, 
70]. Furthermore, a crucial part of a company’s outcome of ERM (Control Activities, Information and 
Communication and Monitoring) is the contribution of the ERM (Control Activities, Information and 
Communication and Monitoring). ERM can reduce operational efficiencies and protect the trust of 
stakeholders, ensure adherence to regulatory mandates, create a safe and healthy working environment 
and promote sustainability,  in addition to being the basis of innovation and other strategic initiatives, 
returning to the essence of better identifying and measuring risks across the foundations of an 
organisation. Effective risk management ensures long-term, sustainable success and resilience in these 
turbulent times, protecting brand equity, reputation and spend metrics. Therefore, considering the 
context, the present study hypothesises as follows:  

H1: Enterprise risk management (ERM) has a significant positive impact on firm performance 
H2: Enterprise risk management (ERM) affects competitive advantage 
H3: Competitive advantage affects firm performance 
H4: Competitive advantage mediates the relationship between enterprise risk management (ERM) and firm 

performance. 
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Figure 1. 
Conceptual Framework. 

 
4. Methodology 

This study uses a survey methodology to test the research hypotheses by collecting data from 
business managers implementing the Enterprise Risk Management (ERM) process. Items were clear, 
brief and designed for relevance, making it easy for participants to complete the survey. Pilot testing 
will also contribute to the validity by enabling further adjustments before sending out to the sample 
population concerning the study (ERM and firm performance). This is consistent with best practices in 
survey research by allowing the instrument to be validated as effective in capturing the constructs it 
intended to measure. 

The questionnaire incorporates several valid existing instruments adapted for the current study. It 
focuses on investigating the relationship between ERM dimensions and firm performance. Specifically, 
the survey explores the key constructs: Risk Control Activities, Information and Communication, 
Monitoring, Competitive Advantage, and Firm Performance. This study builds upon existing 
knowledge by utilising established instruments while tailoring the approach to the specific context of 
ERM implementation. 

To ensure that all participants had the same understanding of key terms and to enable meaningful 
responses, definitions of ERM and its dimensions were provided at the top of the survey. Such a 
methodological decision was taken to minimise possible differences in the understanding of key concepts 
given by the respondents, which would otherwise jeopardise data quality. Using a five-point Likert scale 
with answers ranging from "strongly disagree" (1) to "strongly agree" (5), the question aimed to 
develop a standard metric for measuring the participants' impressions and insights. 

The study used both SPSS and Smart PLS software for data analysis, leveraging their strengths in 
statistical analysis and structural equation modeling. This dual approach to data analysis enables a 
comprehensive examination of the relationships between variables, supporting robust hypothesis testing 
and model validation. Through this methodological framework, this study aims to provide valuable 
insights into the impact of ERM on firm performance mediated by competitive advantage. 

 

5. Expected Outcomes 
Enterprise Risk Management (ERM) has become a far-reaching strategic tool for organisations, 

potentially influencing firm performance and competitive advantage. Based on the Resource-Based View 
(RBV) and contingency theories, this research investigates the relationship between ERM and firm 
performance vis-a-vis competitive advantage as a mediating factor. 

ERM is a strategic control system for performance, information, and organisational monitoring. It 
is consistent with the Resource-Based View (RBV) and Contingency theories through acknowledging 
internal resources and capabilities as sources of competitive advantage between firms. This is in keeping 
with the idea that institutions with effective ERM processes leverage their resources and capabilities 
more effectively than they specifically compete with the industry. As a result, ERM plays an important 
role in developing organisational competence and capacity, thus impacting firm performance. 

Therefore, the construct of ERM influences competitive advantage and consideration firm 
performance. Evidence shows that ERM helps firms better anticipate and manage risk exposure, creates 
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cost savings through enhanced operational efficiency and helps firms strengthen stakeholder trust. Its 
positive impact points to enhanced performance, better financial standing,  and market replication, thus 
signifying the role of competitive edge as the mediating factor in the RBV structure. The mediating role 
of competitive advantage in the relationship between ERM and organisational performance in today's 
dynamic business environment thus helps to further substantiate the strategic value of ERM as a 
precursor to long-term value creation and sustain competitiveness.  

Contingency theory suggests no universal approach to implementing ERM, regardless of the 
industry. It has been proven that ERM practices need to adjust to the business industry within specific 
environmental, regulatory, and market conditions. To contribute to firm performance, ERM strategies 
must fit the organisational and environmental contexts. These findings suggest that organisations 
whose ERM strategies are tailored to their contexts perform better. Businesses will likely adopt 
multiple ERM approaches based on company size, market share,  and customer demographics. 

This study recognises potential limitations and encourages further empirical validation of the 
proposed framework. Challenges in data collection and sample accessibility may create limitations in 
this study. These limitations must be considered while developing future research agendas that advance 
our understanding of the linkages between ERM, competitive advantage and firm performance. 
Recognising these limitations lays the groundwork for future research building and enhancing our 
perspective on the influence of ERM on organisational performance. Therefore, this research 
contributes to the existing body of knowledge on ERM and paves the way for more nuanced 
investigations into its role in shaping competitive advantage and firm performance across diverse 
business contexts. 
 

6. Expected Contributions 
Expected Contributions This study advances the field of strategic and Enterprise Risk Management 

(ERM) in various ways. Adding to the Resource-Based View (RBV) theory, it explores how exposure to 
ERM contributes to valuable, rare, inimitable, and non-substitutable resources, enabling organisations 
to gain and sustain competitive advantage. This integration builds on RBV's application of the RBV 
across risk management and strategic decision-making domains. 

At the intersection of strategic management and ERM, it deconstructs fundamental ERM elements 
and investigates their impact on firm performance. It serves as a practical resource for directors and 
managers by bridging the gap between organisational expectations and actual organisational 
implementation of competitive advantage strategies. It connects theory with practice and will benefit 
academics and practitioners by providing valuable lessons in strategic risk management. 

This study integrates Contingency Theory with ERM frameworks, highlighting the impact of 
contextual factors on risk management practices and outcomes. This contribution highlights the 
importance of constructing and implementing ERM differently based on specific contingencies instead 
of applying one-size-fits-all strategies. This study contributes to the theory of the role of risk 
management in different types of organisations by investigating how different factors affect ERM 
effectiveness. 

The contingency theory's theoretical exploration of the connections between ERM, competitive 
advantage, and firm performance deepens the understanding of how risk management influences these 
outcomes. It explains when ERM leads to sustained competitive advantage and superior firm 
performance, providing an integrated understanding of these relationships. 

Finally, the study provides valuable practical guidance for practitioners, underscoring the 
importance of ERM in achieving sustainable competitive advantages. It offers a pathway to adopting 
and incorporating effective ERM into organisational strategy, urging a more holistic conception of risk 
management in the minds of organisational leaders. The lessons learnt would lead to the preparation of 
context-based, more efficient ERM frameworks, enabling better strategic decision-making for several 
sectors. 
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