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Abstract

Academic research has played an important role in examining the Enterprise Risk
Management (ERM) process and thinking about its organizational implications and
value. Collectively, this literature reframes ERM as an organizational capability
whose effectiveness depends on engagement from board and C-suite leadership, in-
tegration of governance activities overseeing both strategic direction and manage-
ment’s risk-taking, and alignment of risks with strategic incentives. The need for
ERM has grown to become a defining element of modern corporate governance,
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reflecting organizations’ need to manage increasingly complex strategic, opera-
tional, financial, and compliance risks that are increasingly present and rapidly
evolving in today’s global business environment. Whereas traditional risk manage-
ment focuses primarily on insurable and financial risks within siloed, functional ar-
eas, ERM represents an enterprise-wide approach linking risk identification, assess-
ment, and response to strategic objectives and performance outcomes (COSO 2017).
We believe that advances in financial regulations, especially in Europe, provide an
opportunity to create a forward-looking research agenda centered on better under-
standing the dynamics and practices of establishing an appropriate risk culture, risk
appetite and risk management disclosure credibility — three mechanisms that increas-
ingly define ERM effectiveness yet remain underexplored in accounting research.
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1. Introduction

In 2005, we published our first Enterprise Risk Management (ERM) fo-
cused article related to the security market reaction to ERM adoptions, and
this has led to a two-decade examination of ERM as a critical approach to an
enterprise’s risk governance. Our research has evolved to address ERM ma-
turity, strategic impact, governance ecosystems, climate and Al risk, and dis-
closure substance. Many other academics from a variety of disciplines in-
cluding strategy, operations, insurance, accounting, finance, among others,
have contributed to the advancement of ERM academic literature. In parallel,
many European scholars have provided additional evidence on ERM effec-
tiveness in governance settings in other global settings.

This contribution for Financial Reporting examines ERM research with
an explicit focus on the relevance of disclosures of risk management prac-
tices and institutional environments. We first examine the two initial focuses
of ERM research: the adoption of ERM and the benefits obtained from the
use of ERM. We highlight how initially ERM researchers faced identifica-
tion and risk management disclosure issues that made it difficult to make
specific conclusions about critical factors that influence ERM’s adoption,
maturity or effectiveness. We use that as a backdrop to highlight how ad-
vances in European financial regulations now provide an opportunity to cre-
ate a forward-looking research agenda centered on better understanding the
dynamics and practices of establishing an appropriate risk culture, risk appe-
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tite and risk management disclosure credibility — three mechanisms that in-
creasingly define ERM effectiveness yet remain underexplored in account-
ing research.

2. Structural foundations of ERM: Adoption and govern-
ance signals

Organizations’ use of ERM began in the late 1990s to early 2000s, mostly
starting within the insurance industry. An initial attempt to provide guidance
was made in the mid-1990s by Standards Australia and Standards New Zea-
land, two national organizations working in the field of standardization. That
led to issuance of the Australia/New Zealand AS/NZS 4360, Risk Manage-
ment. But it wasn’t until the early 2000s, that other frameworks were intro-
duced, although none resulted in mandating ERM. In 2003, the Casualty Ac-
tuarial Society issued its Overview of Enterprise Risk Management (CAS,
2003), that outlines best practices principles for designing and implementing
an effective ERM process. Additional frameworks have been developed by
other organizations, such as the Committee of Sponsoring Organizations of
the Treadway Commission (COSO, 2004, 2017) and its Enterprise Risk
Management — Integrated Framework, the International Organization for
Standardization’s ISO 31000 — Risk Management Framework (1SO, 2009),
the United Kingdom’s Corporate Governance Code (UK, 2012), Aus-
tralia/New Zealand’s 4360 Risk Management' standard (AS/NZS, 2004), and
Tillinghast-Tower Perrin’s Enterprise Risk Management: An Analytic Ap-
proach (Miccolis & Shah, 2000). However, these frameworks only provide
principals-focused guidance to provide organizations with a conceptual over-
view about key elements of an enterprise-wide approach to ERM and do not
require a specific version of ERM be implemented, nor do they provide a
checkilist of tasks to be implemented.

Many regulatory agencies have emphasized that boards of directors take
responsibility for the oversight of risk but have not made specific require-
ments to implement ERM as a risk management approach. For example, the
New York Stock Exchange (NYSE) Corporate Governance Rules note that
it is the responsibility of management to assess and manage the company’s
exposure to risks, the audit committee is required to “discuss policies with

1 Originally issued in 1995 and updated in 1999 and revised in 2004 by the Standards New
Zealand, the joint Australian/New Zealand Committee decided to not revise that standard in
2009 and instead agreed to promote ISO’s 31000 - Risk Management standard.
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respect to risk assessment and risk management.” European regulators have
also emphasized risk oversight, with country level corporate codes focused
on risk management and oversight. In addition, other market participants,
such as rating agencies, have stated that they consider organizations’ ERM
programs when providing credit ratings (Gates & Hexter, 2005).

Despite the development of these frameworks for organizations to con-
sider as they evaluate the implementation of ERM processes, an issue that
has long been a problem for academic research examining ERM is the iden-
tification of firms that have implemented ERM, and if so, to what extent they
have implemented a variety of key elements of an ERM process. Without
specific requirements to implement ERM and varying components of effec-
tive ERM across the different frameworks and despite the lack of require-
ments for public disclosures of ERM adoptions and practices, academic re-
searchers have struggled to identify instances of ERM implementations and
the associated process details. In response, researchers have generally used
four methods to determine if an organization has adopted ERM, all of which
have unique advantages and disadvantages.

The first method that researchers used examines organizations’ public an-
nouncements of the hiring of a Chief Risk Officer (CRO) or equivalent type
position (Liebenberg & Hoyt, 2003; Beasley et al., 2008; Pagach & Warr,
2011). These studies drew inspiration from the Aabo, Fraser and Simkins
(2005) and Nocco and Stulz (2006) cases that focused on the role of the CRO
in organizations’ ERM programs. While the initial research papers were able
to obtain firm samples based on company announcements, sample sizes were
often small. In addition, the measurement was simple and dichotomous in that
either the organization adopted ERM or did not. Another drawback to this
method is that it may provide a false positive signal of ERM adoption since
the CRO position is popular and firms could announce the position without
actually adopting ERM. This might be especially true in certain regulated in-
dustries, such as banking, insurance, and utilities, that often appoint individu-
als to serve as CRO while those entities do not have ERM in place. One expla-
nation is the catering approach, which suggests that managers take actions in
order to boost share prices above fundamental value by imitating strong cor-
porate governance actions (Baker & Wurgler, 2011). The appointment of a
CRO might merely be a signal to the marketplace implying enhanced risk gov-
ernance. Moreover, this research approach might also mean that researchers
overlook firms that have ERM in place, if those entities have another executive
position overseeing the process that does not have the CRO title.

The second method used by researchers to identify ERM adopting firms
is to search for evidence of ERM by searching for keywords, like “enterprise
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risk management” and “risk committee,” in databases such as Lexis/Nexis,
Dow Jones. Some of the earlier studies, such as Hoyt and Liebenberg (2003)
and Lin et al. (2012), used this approach. Gordon et al. (2009) used a more
sophisticated version of this approach by creating an index of ERM dimen-
sions based on the related COSO framework factors of strategy, operations,
reporting and compliance. They search financial reports for evidence of
meeting these factors to create an ERM effectiveness index. Desender (2011)
also used the COSO framework to create a list of 70 elements based on risk
management disclosures in the financial reports of pharmaceutical compa-
nies. However, using keywords reflecting certain ERM activities or compo-
nents that are not mandatory for ERM, such as the formation of a risk com-
mittee, may cause researchers to overlook many firms that are adopting ERM
but not reporting the specific activity being measured.

One advantage of searching for evidence of ERM implementation is that
it allows for the creation of a more multifaceted measure of ERM implemen-
tation. Many researchers have used these types of measures as a proxy for
the level of an organization’s ERM maturity. This is especially true with re-
spect to governance requirements related to board risk oversight. In February
2010, the US Securities and Exchange Commission (SEC) issued new rules
requiring proxy disclosures describing the board’s role in risk oversight for
all public companies whose securities are registered with the SEC (SEC,
2010). Beasley et al. (2020) used the board risk oversight statements in firms’
proxy statements to develop a measure of the quality of the board of direc-
tors’ and firms’ risk management programs.

A third method of identifying ERM adopters is to use information from
credit rating services. ERM ratings provided by Standard & Poor’s are used
as a proxy for the degree of ERM adoption by Baxter et al. (2013) and
McShane et al. (2011). The advantage of using ratings is that they are devel-
oped independently from management of the entity examined. A drawback
to this methodology is that currently these ratings are not widely available
for many firms outside the insurance industry.

A fourth method is to survey firms to determine to what degree they have
adopted ERM processes. Beasley et al. (2005) do so by asking firms to score
the level of their ERM implementation, from “no plans exist to implement
ERM” to “complete ERM is in place”. Paape and Spekle (2012), Beasley et
al. (2015), and Beasley et al. (2023) also use this methodology. An advantage
of the survey method is that it can provide more in-depth information about
a firm’s activities and processes. On the other hand, asking firms to score the
level of their ERM program can potentially lead to biased results since man-
agers might tend to overstate the level of ERM programs that they are lead-
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ing. This may occur for several reasons such as the popularity of ERM, trying
to be seen as strong in risk management in a post-financial crisis and so on.

Lundqvist (2015) improves on Desender’s public disclosure measure by
creating a survey based on the dimensions to assess the degree of implemen-
tation. Using factor analysis, the author finds four “pillars” of ERM. The first
two pillars, general internal environment and general control activities, are
considered necessary for ERM implementation but may not be specific to
ERM. The fourth pillar, specific risk identification and risk assessment, is con-
sistent with risk management and considered necessary for ERM but not spe-
cific to ERM. The third pillar, the holistic organization of risk management, is
what the author considers the true defining element of a robust ERM program.

In addition, there have been influential research papers that have used the
case study approach to understand how ERM practices evolve within organ-
izations. Arena, et al. (2010) examine specific companies to understand how
ERM is actually implemented and find that processes do not simply follow
a COSO or ISO methodology but are subject to formal practices and how
risk practices are embedded in strategy and decision making. In a follow-on
study Arena et al. (2017) document the difficulty that practitioners have in
aggregating all risks into a single enterprise risk and that an organization’s
goal of having a standardized risk management process can result in re-
sistance and internal rejection.

Collectively, early empirical research established that ERM adoption is
systematic rather than random. Survey-based evidence showed that firms im-
plementing ERM tend to be larger, more operationally complex, and subject
to greater regulatory scrutiny, with stronger board involvement and internal
audit engagement. These findings suggested that ERM emerges as part of
broader governance modernization rather than as a random and isolated con-
trol initiative. This is a key finding of the influential works of Powers (2007)
which suggests that ERM frameworks create new categories of expertise,
reporting routines, and oversight structures that influence how organizations
define and consider risk, resulting in risk management becoming part of cor-
porate governance, internal audit and managerial responsibility. However,
Powers (2009) warns that ERM can become a simple compliance exercise
and not provide value if it does not take into account the operational and
strategic focuses of the individual organization.

This early phase of research repositioned ERM as strategic governance
infrastructure — an organizational response to increasing uncertainty embed-
ded within senior leadership and board oversight. However, in order to move
the ERM research agenda forward more detailed disclosures about ERM
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components, processes, and extent of implementation are necessary to better
understand how ERM works and adds value.

2.1. From adoption to maturity: Strategic impact and firm per-
formance

As ERM became more prevalent, scholarly attention shifted from ERM
adoption to ERM effectiveness. Mixed results were found using large scale
empirical studies, mainly due to difficulty knowing when ERM started and the
confounding factors that make long-term longitudinal studies difficult. Exec-
utive survey evidence revealed substantial heterogeneity in ERM maturity,
with strategic impact strongest when ERM is proactive, integrated with plan-
ning and strategy, and supported by senior leadership. A central insight emerg-
ing from this phase is that ERM quality matters more than ERM’s existence.

Complementary work examining the association of ERM and firm per-
formance emphasized conditional rather than universal effects. ERM is the-
orized to influence outcomes through improved capital allocation, reduced
downside risk, enhanced coordination across risk silos, and greater strategic
flexibility. At the same time, persistent endogeneity challenges complicate
causal inference, underscoring the importance of organizational context and
implementation depth.

European research reinforces these conclusions. One of the first and best
studies to examine the effectiveness of ERM was Florio and Leoni (2017). In
this study of Italian firms, the authors document that firms with advanced lev-
els of ERM implementation have higher firm performance. The research not
only focuses on the association between ERM implementation and perfor-
mance but also highlights institutional differences in governance structures
and regulatory environments. Similarly, Braumann (2018) in an innovative
study examines ERM effectiveness. Using a survey approach, the author finds
that risk awareness, defined as “the result of all employees, including top man-
agement, sharing and reflecting on how their behavior and actions are asso-
ciated with causes and outcomes of potential risks to the firm” is an important
cultural component in a firm’s ERM system. The study provides a unique con-
tribution to ERM research by providing insights into the role specific compo-
nents of ERM contribute to increasing ERM’s impact on firm performance.
The work emphasizes that ERM effectiveness depends on integration with
strategic decision-making rather than mere structural adoption.

More recent scholarship advances ERM research by adopting a systems
perspective. Rather than focusing on isolated governance mechanisms such
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as CROs or risk committees, Beasley et al. (2015) conceptualize ERM as
embedded within a broader governance ecosystem involving boards, audit
committees, executive management, internal audit, and risk professionals.
Evidence from this research suggests that ERM effectiveness depends on in-
teractions among governance actors. The presence of formal structures alone
is insufficient; what matters is how risk information flows across organiza-
tional levels, how responsibilities are allocated, and how risk considerations
influence strategic choices. Beasley et al. (2023) examine the ecosystem of
risk governance. They find that risk governance is best described as a service
dependent on a network or ecosystem of participants who include users of
risk information and providers who design and implement risk governance
processes. This ecosystem framing aligns closely with European governance
models that emphasize collegial boards and stakeholder engagement.

Taken together, these findings underscore that ERM is best understood as
a strategic capability whose benefits materialize only when embedded in en-
terprise-wide processes with a holistic embrace across the organization. This
perspective motivates questions into how organizations define acceptable
risk, translate risk considerations into operational decisions, and sustain
ERM through organizational culture.

2.2. Risk management process disclosure and reporting chal-
lenges

Recent surveys of executives and risk professionals document an evolv-
ing risk landscape characterized by increased attention to strategic risks,
greater board engagement, and growing recognition of ERM’s importance
(Beasley & Branson, 2022). However, these surveys also reveal persistent
challenges in operationalizing ERM, particularly in articulating risk appetite,
embedding ERM into day-to-day decisions, and fostering consistent risk cul-
tures across organizations.

Since the financial crisis there has been an increased focus by global reg-
ulators to increase firm disclosures of risk oversight and risk management
practices (SEC, 2010, 2023, 2024; ESRS 1, 2024). These calls for greater
risk disclosures have stemmed in part due to various macroeconomic, polit-
ical, social and climate events that have occurred. In the United States (US),
regulations require firms to disclose information around the board of direc-
tor’s role in risk oversight (SEC, 2010), oversight of compensation plan risks
(2010), cybersecurity risk (SEC, 2023), and climate risk (SEC, 2024). In Eu-
rope newly adopted regulations require disclosure about “material infor-
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mation regarding impacts, risks and opportunities in relation to environmen-
tal, social and governance matters.”

At the same time, research examining mandated proxy disclosures regard-
ing the board’s role in risk oversight reveals substantial limitations in exter-
nal transparency. Despite regulatory requirements, proxy or annual financial
report disclosures are often highly standardized and provide limited firm-
specific insight. Empirical analysis shows weak alignment between disclo-
sure language and observable governance structures, suggesting that man-
dated reporting frequently results in symbolic boilerplate disclosures for
compliance purposes rather than substantive communication.

Complementary work on risk disclosure emphasizes that reporting prac-
tices remain largely backward-looking and generic. Although narrative risk
management sections in public documents have expanded, they often pro-
vide limited insight into how risks are actively managed or how risk consid-
erations shape strategy. Financial statement users’ calls for more forward-
looking and decision-useful disclosures reflect frustration with boilerplate
language that offers little differentiation about risk management processes
across firms. There is empirical evidence, however, that boards more en-
gaged in risk oversight are able to use the discretion provided by the SEC’s
disclosure rule to provide substantive and potentially value-relevant infor-
mation for stakeholders about the entity’s risk management processes and
board risk oversight activities (Beasley, et al, 2020).

These findings highlight a fundamental tension: while internal ERM prac-
tices may be advancing, external disclosures about those practices to an or-
ganization’s stakeholders often fail to convey their substance. For accounting
researchers and standard setters, this raises important questions about the in-
formational value of current risk management disclosure reporting regimes.

3. Moving ERM research forward

The major question that ERM researchers face currently is how to better
understand internal ERM practices in a setting in which limited disclosures
about ERM processes exist to allow opportunities for specific conclusions to
be reached. We believe that changes and advances in European regulatory re-
porting, which are also leading to changes in the US, may now provide new
opportunities for advancement of ERM research. Integrated reporting and sus-
tainability disclosures, where firms are increasingly expected to explain not
only what risks exist but how risks are identified, managed and mitigated, pro-
vide a unique ability to allow firms to provide detailed information about their
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ERM processes. In addition, the Netherlands has been at the forefront of asking
firms to be additionally transparent in their risk governance. The Dutch Cor-
porate Governance Code (2025) which grew from the Royal Ahold scandal
provides a framework that Dutch firms must follow for effective collaboration
and management. We examine these reporting practices to suggest a research
agenda focused on risk culture, risk appetite and disclosure.

3.1. Risk culture: The behavioral engine of ERM

The first component of the COSO framework is governance and culture
and focuses on the role of organizational culture in supporting effective
ERM. Risk culture determines how and to what extent ERM frameworks
function in practice. Risk culture encompasses shared norms, incentives, and
behaviors within an enterprise that shape how individuals identify, com-
municate, and respond to risk. The COSO framework examines the im-
portance of risk culture and states that:

“A culture that is embraced by all personnel — one in which people do the
right thing at the right time — is critical to the organization being able to
seize opportunities and minimize risk to achieve the strategy and business
objectives.”

Existing research suggests that formal ERM structures alone are insuffi-
cient to ensure effective risk management. Instead, ERM success depends on
leadership tone, accountability mechanisms, and the ability for employees to
safely raise risk concerns. This is an important finding from Braumann, et al.
(2020) which finds that open dialogue, discussion of uncertainty and mana-
gerial engagement strengthen leadership tone on organizational awareness of
risk while monitoring targets is a less effective way of building a risk aware
organization. Middle management plays a particularly critical role in trans-
lating board-level policies into day-to-day operational decisions, yet this
layer remains largely unexplored in archival ERM research.

Despite the behavioral importance and impact an organization’s culture
can have on risk taking and the related management of risks, there is limited
empirical evidence about how an organization’s culture might impact ERM
and its value proposition. Several behavioral questions warrant attention.
How do executive compensation structures influence the embrace of ERM
and the reinforcement of its value across other employees? And, how do
compensation structures impact the extent of risk taking, risk reporting and
escalation? To what extent does organizational culture encourage early iden-
tification of emerging risks versus suppression of unfavorable information?
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How do employees interpret and apply risk appetite guidance in decentral-
ized organizations?

Addressing these issues will require surveys, interviews, experiments, and
field studies that can complement archival approaches by revealing internal
processes invisible in publicly disclosed data. Cross-country studies may be
especially informative, given documented institutional differences in govern-
ance practices, variations in cultural norms, and stakeholder orientations across
different country settings, including those across Europe. Understanding risk
culture represents a natural extension of governance ecosystem research.

The recently passed European Sustainability Reporting Standards (ESRS)
provides a unique ability to examine how organizations develop a culture. Spe-
cifically, ESRS G1 focuses on corporate culture and requires organizations to
“disclose initiatives to establish, develop and promote a corporate culture as
well as its policies with respect to business conduct matters. ... provide an
understanding of how the administrative, management and supervisory bodies
are involved in forming, monitoring, promoting and assessing the corporate
culture.” Examining these disclosures will allow researchers to understand
how employees are introduced and integrated into the culture of an organiza-
tion. For example, Ferrari’s annual report (2024) states in its disclosures “To
ease employees into their new jobs, we provide a preinduction activity that is
provided in a digital format, to foster team building, followed by a two-day
induction program. The first day is dedicated to introducing the Company cul-
ture and mission, as well as guiding new employees through the corporate
offices and production plants.” Researchers will also be able to examine other
questions related to risk culture such as how incentive pay is structured and if
it instills behavior consistent with core values.

3.2. Risk appetite: How it affects strategy

The second component of the COSO framework is strategy and objective
setting with principles focused on analyzing business context, defining risk ap-
petite and formulating business objectives. This component focuses on the im-
portant process of integrating ERM with the organization's strategic initiatives.

Risk-taking is fundamental to value creation. As emphasized by Stulz (2016),
firms do not fail because they take risks, but because they take the wrong risks
or fail to govern risk-taking effectively. A central mechanism through which
boards seek to govern risk-taking is the articulation of risk appetite — the amount
and type of risk an organization is willing to accept in pursuit of its objectives.
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Importantly, risk appetite is not intended to predict outcomes, but to constrain
managerial behavior and align risk-taking with strategy.

However, despite the prominence of risk appetite as an important compo-
nent highlighted in ERM frameworks, risk appetite has historically remained
an internal governance tool and often not formally articulated across differ-
ent dimensions of risk-taking. This changed with the 2022 revision of the
Dutch Corporate Code, which requires firms to publicly disclose their risk
appetite across strategic, operational, compliance, and reporting objectives.
While the Code mandates disclosure, it provides little guidance on how risk
appetite should be designed and communicated. As a result, firms retain sub-
stantial discretion not only over the level of risk appetite disclosed, but also
over the specificity with which it is articulated.

This discretion over disclosure form is central to understanding the eco-
nomic role of risk appetite disclosures. Prior research in accounting shows
that disclosure specificity enhances credibility and informational value by
reducing ambiguity and limiting opportunistic reinterpretation (Hope et al.,
2016; Heinle & Smith, 2017). Applied to risk governance, more specific risk
appetite disclosures may serve as stronger commitments that better constrain
managerial discretion, while vague or purely narrative disclosures may func-
tion largely as symbolic statements.

Recent research using risk appetite disclosures of Dutch firms provides
some insights about risk appetite. Pagach (2026) codes risk appetite disclo-
sures along multiple dimensions, including specificity, use of quantitative
thresholds, linkage to strategy, and evidence of operationalization. These
measures were then related to observable governance characteristics and fi-
nancial indicators. Examination of financial reports results in three primary
patterns. First, while most firms provide some form of risk appetite statement,
disclosures are predominantly qualitative and high-level. Many firms articu-
late broad aspirations (for example, maintaining a “moderate” or “balanced”
risk profile) without specifying measurable tolerances or decision thresholds.

Second, only a subset of firms explicitly link risk appetite to strategic ob-
jectives, capital allocation, or performance metrics. Where such links exist,
disclosures tend to be more detailed and are accompanied by stronger govern-
ance features, including active board engagement and formal ERM structures.

Third, even among firms with relatively sophisticated disclosures, external
reporting rarely explains how risk appetite is cascaded into business-unit deci-
sions or incentive systems. This suggests that risk appetite often remains a
board-level concept rather than an operational guidepost and decision-making
tool.
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3.3. Risk disclosure: Management credibility

These findings reinforce a central theme of the broader ERM literature:
internal practices appear to be advancing faster than their external represen-
tation. Risk appetite disclosures frequently satisfy formal requirements with-
out providing decision-useful information to investors or other stakeholders.

The Netherlands evidence illustrates this gap clearly. While most firms
provide formal risk appetite statements, few translate those statements into
measurable thresholds or explicit decision rules. Instead, risk appetite is fre-
quently expressed in qualitative terms that offer limited guidance for capital
allocation, performance evaluation, or operational risk management.

Future research could address several fundamental questions. First, how
do firms articulate and quantify risk appetite across financial, operational,
and strategic domains? Second, do stated risk appetite levels align with ob-
served risk-taking behavior, including leverage decisions, investment inten-
sity, and hedging activity? Third, how are articulations of risk appetite cas-
caded from boards to business units, and how is adherence monitored? One
study that has provided important evidence in this area is Crovini et al. (2024)
who find that when firms connect risks to their business model investors are
better able to evaluate the relevance and implications of the risks.

Methodologically, these questions invite integration of textual analysis
with archival measures of risk-taking and performance. Developing contin-
uous measures of risk appetite specificity and linking them to financial out-
comes would move ERM research beyond binary adoption indicators toward
operational relevance.

Building on the cumulative literature and the Netherlands evidence, this
section advances a conceptual framework organized around three interre-
lated pillars: risk governance and culture, risk strategy and objective setting
and external disclosure or communication. Together, these dimensions pro-
vide a coherent structure for future ERM research and may explain observed
variation in ERM maturity and effectiveness. In addition, a 2025 change to
the Dutch Corporate Code provides the opportunity to integrate risk culture,
risk appetite and disclosure further. For financial years 2025 and onward, the
Dutch Corporate Code requires that Dutch listed firms include a Risk Man-
agement Statement (Verklaring Omtrent Risicobeheersing) which provides
an assessment of risk management and control systems in relation to the op-
erational, compliance and reporting risks during the past financial year. For
example, the Netherlands-based company, Acomo Group, in its 2025 annual
report provided the following information about how it is performing the as-
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sessment of its risk management process in compliance with the revised

Dutch Corporate Code’s Risk Management statement:

The following steps were taken to perform the assessment:

o Establishing the foundational elements: Defining the level of certainty
and risk appetite to set the criteria for the assessment;

Acomo achieves this first step by setting its risk appetite for four dimen-
sions: Strategic, Operational, Compliance and Financial. For each category
the company categorizes its risk appetite as Averse, Minimal or Cautious.

e Evaluating the existing activities against established criteria: Evalu-
ating current risk management, internal control, and assurance activities
against the established criteria to assess their effectiveness in risk mitiga-
tion and identify potential gaps;

Acomo provides this information in a chart for each of its principal risks.
For example, Acomo has an averse risk appetite for its operational cyber risk
and the company provides numerous mitigating factors and controls that it is
using to reduce the likelihood and impact of the risk exposure.

e Determining conclusion: Concluding based on the assessment for in-
scope risks whether the intended level of certainty is achieved and creat-
ing development areas where gaps have been identified;

e Developing a risk statement: that reflects the results from the assess-
ment performed.

The results of the final two steps are not disclosed beyond the fact that
the Audit Committee reported to the Board of Directors on the substantiation
of the Risk Management Statement and that it was also discussed with the
external auditor. However, analysis of firm performance and an examination
of the time series of disclosures of firms may allow researchers to better un-
derstand the effectiveness of risk governance practices documented in these
statements.

3.4. Implications for financial reporting and regulation

The findings synthesized in this paper carry important implications for
financial reporting disclosure practices and regulation, particularly in Euro-
pean contexts. First, regulators should recognize that mandated narrative dis-
closures about risk management practices alone are unlikely to convey
ERM’s substance within an enterprise. Greater emphasis on disclosure spec-
ificity, linkage of ERM to strategy, and measurable thresholds may enhance
the decision-usefulness of risk management disclosures. Encouraging firms
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to articulate how risk appetite informs capital allocation and performance
management could improve transparency.

Second, boards and preparers should view risk appetite disclosures not
merely as compliance exercises but as opportunities to communicate how
risk considerations shape strategic priorities and operational decisions. This
may be particularly relevant for those organizations with robust, value-add-
ing ERM processes in place. Doing so may strengthen stakeholder confi-
dence and reinforce internal accountability.

Third, standard setters may wish to explore frameworks that better inte-
grate ERM with financial and sustainability reporting. As climate risk, sup-
ply-chain resilience, and cyber threats become increasingly salient, ERM dis-
closures must evolve to reflect the interconnected nature of modern risks.

4. Conclusions

Over the past two decades, ERM research has progressed from document-
ing adoption to examining strategic impact, governance ecosystems, and dis-
closure credibility. The field now stands at an inflection point. Structural
guestions about ERM adoption have largely been answered. The most press-
ing challenges concern how organizations operationalize the ERM process,
how does risk culture get instilled? How is risk appetite set? How does cul-
ture enable or constrain ERM effectiveness? and how does financial report-
ing faithfully demonstrate internal risk governance. Ultimately, ERM re-
searchers who help answer these questions can help lead to a better under-
standing of how ERM creates strategic value for organizations.
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