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ARTICLE INFO ABSTRACT

Risk management is a crucial aspect in a dynamic business environment,
especially in industries related to various risks such as financial, operational and
environmental. This research will identify risk management strategies commonly
used in industrial contexts and analyze the extent to which their implementation
minimizes the impact of possible risks. This research uses a qualitative approach
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INTRODUCTION

In carrying out their business activities, industrial sector companies are often faced with
challenges and risks that are different from companies that are already established in the market
(Mitchell & Singh, 1996). As an integral part of the economy, the industrial sector plays an
important role in providing goods and services, but often has to operate in a dynamic and uncertain
environment (Al-Hyari et al., 2012). These challenges can include changes in regulatory policies,
fluctuations in raw material prices, increased competition, and operational and environmental risks
(Sharifi & Zhang, 1999).

One approach that can be taken by industrial sector companies in facing this challenge is to
implement an effective risk management strategy (Liu et al., 2011). Risk management is a process
that includes identification, evaluation and control of risks that can affect the achievement of
company goals (Burnaby & Hass, 2009). In the industrial sector, risks can come from various sources
such as equipment failure, uncertainty in the supply of raw materials, and even reputational risks
due to environmental impacts (Sanchez et al., 2009).

Implementing appropriate risk management strategies can help industrial companies to
anticipate, reduce, or even manage the impact of these risks (Sturz, 2008). This process involves
the involvement of all levels of management and stakeholders, and requires a deep understanding
of the specific business environment and the characteristics of the risks faced (Christopher & Lee,
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2004). By implementing preventive and responsive measures, companies can increase their
resilience to market volatility and protect the sustainability of their operations (Pettit et al., 2013).

By implementing the right strategy, companies can minimize or even eliminate risks that may
occur. As a concrete example, manufacturing companies that are developing new products are often
faced with high risks related to difficulties in obtaining funding, choosing inappropriate marketing
strategies, or even potential failure in product development (Alzoubi, 2022). Without effective risk
management, companies can focus too much on achieving business goals without considering the
risks that may arise (Beasley et al., 2007).

In this context, implementing an appropriate risk management system is the key to preparing
ourselves to face these challenges (Peck, 1998). By identifying potential risks early on, companies
can design proactive mitigation measures, including diversifying funding sources, developing more
mature marketing strategies, and implementing more thorough product testing methods (Zhou et
al., 2008). Through this approach, companies can reduce the possibility of risks occurring, while at
the same time, minimizing their negative impact on operations (Stark et al., 2014).

Involvement of all levels of management and stakeholders is essential in this risk
management process. By involving various parties, companies can ensure that the various points
of view and knowledge required to manage risk have been comprehensively considered (Dastous
etal.,, 2008). The results of a mature risk management system not only help companies to overcome
risks that may arise, but also create a stronger foundation for sustainable growth and company
resilience amidst business uncertainty (Mojtahedi & Oo, 2017).

In the long term, implementing an effective risk management system will shape the
company's development pattern with a significant impact (Manuj & Mentzer, 2008). As a concrete
example, a manufacturing company that is able to minimize the risks associated with developing
new products and acquiring funds can experience significant growth and increase its
competitiveness in the market (Drew et al., 2006). By implementing a good risk management
strategy, the company can identify new opportunities, reduce risks that may hinder growth, and
overall, create a more stable business environment (Borghesi & Gaudenzi, 2012).

In this case, an integrated risk management system can be a powerful tool to guide
companies in planning smarter and more efficient business steps (Vann Geest et al., 2021). By
better understanding the risks it may face, companies can make more informed investment
decisions, identify potential growth areas, and manage resources more effectively (Gates, 2006).
As a result, companies become more responsive to market changes, more flexible in dealing with
uncertain situations, and better able to compete at a higher level (Upton, 1994).

In addition, the positive impact of implementing a risk management system can be seen in
increasing the trust of stakeholders, including investors, customers and business partners.
Companies that are known to have mature risk management strategies tend to be more respected
and considered reliable partners in the long term. Thus, it not only provides operational benefits,
but also strengthens the company's image and increases the potential for long-term business
success.

METHOD
The method applied in this research is descriptive analysis combined with a qualitative
approach in the data collection process. The purpose of data collection is to provide an overview of
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the conditions and situations in the field that will be investigated. This method involves interviews,
observation, and documentation studies. Qualitative research is an effort to investigate the state of
natural objects, with the researcher as the main instrument in the investigation (Sugiyono, 2011).
According to Moloeng (2014), qualitative research aims to understand phenomena surrounding the
experiences of research subjects such as behavior, perceptions, motivations, actions, and others
holistically, by using descriptions in the form of words and language, in natural contexts, and by
utilizing various methods. natural. The main goal of qualitative research is to provide as
comprehensive an explanation of a phenomenon as possible by collecting as clear data as possible.

In the research entitled "Implementation of Risk Management Strategies in the Industrial
Sector," to obtain accurate data, researchers used data collection techniques that are in accordance
with the characteristics of a qualitative approach. Therefore, the type of research carried out is
descriptive narrative. The data collection process is carried out continuously through cross-
checking, re-checking and data analysis in order to find true facts. Data analysis aims to provide
depth of meaning to the information that has been collected. In the context of research, analysis is
a task that demands effort, honesty and sincerity, requiring creative thinking and strong analytical
skills. The process of arranging data to make it easier to interpret and understand is called analysis.

RESULTS AND DISCUSSION

To prevent and overcome various undesirable impacts, it is necessary to implement an
effective risk management strategy. This strategy not only minimizes potential risks, but also has a
positive impact on the work system implemented in the company. By having a mature risk
management strategy, a company can anticipate, manage and respond to risks that may arise in its
operations.

Implementing effective risk management strategies creates a more structured and resilient
work environment. Management teams can work more proactively in identifying potential risks,
measuring their impact, and designing appropriate mitigation measures. This not only involves
successfully managing financial or operational risks, but also includes risks related to the
company's reputation and employee welfare.

Apart from that, a good risk management strategy can also increase work efficiency and
productivity. By understanding the risks that may occur, companies can optimize their resources and
design more efficient work processes. This can include improvements in supply chain management,
cost control, and the development of more targeted and controlled innovation. The following are
risk management strategies that can be implemented.

1. Risk Management Planning

Planning is a very important first step in determining how risk management will be
implemented effectively and in accordance with the company system. In this context, planning must
be based on careful consideration regarding the scope of the project, company environmental
factors, and project management plans that will be implemented in the future. In this way, all
parties involved can carry out an in-depth analysis of the activities to be carried out and discuss to
formulate the best risk management strategy.

One important aspect of risk management planning is establishing a clear arrangement of
roles and responsibilities. This involves identifying the people or teams responsible for risk

Implementation of Risk Management Strategies in the Industrial Sector - Suwanda

181


https://jurnal.seaninstitute.or.id/index.php/sosak

Jurnal Sosial Sains dan Komunikasi (Ju-SoSAK) S’

https://jurnal.seaninstitute.or.id/index.php/sosak A YEAN INSTITUTE
Volume 2 Nomor 2 Year 2024 ISSN: 2985-7813

management and their duties and authorities. With a clear understanding of their respective roles,
companies can ensure that every aspect of risk management is monitored and carried out well.

Apart from that, risk management planning also includes preparing risk management
policies that are appropriate to the characteristics of the company and ongoing projects . This policy
should include general principles that will guide risk-related decision making, provide a framework
for risk evaluation, and determine mitigation steps that can be taken.

Project charters, which detail the goals, scope, and limitations of the project, are also an
integral part of risk management planning. It provides a solid foundation of understanding of the
project to be undertaken, assists in the identification of potential risks, and provides direction for
the risk management strategy to be adopted. The level of stakeholder tolerance for risk must also
be considered in planning. By understanding the extent to which stakeholders are willing to accept
risk, companies can direct risk management efforts in a direction that meets their expectations.

Finally, the work breakdown structure (WBS) or work division structure is also a vital part
of risk management planning. WBS helps identify all project elements in detail, allows the team to
identify potential risks at each stage, and plan appropriate mitigation actions. Thus, a thorough risk
management plan forms a solid foundation for the implementation of an effective risk management
strategy, ensuring that every aspect of risk can be identified, assessed and addressed appropriately
according to the company's needs.

2. Risk Identification

After planning the implementation of a risk management system, the crucial next step is
carrying out the risk identification process. This process is based on an in-depth understanding of
the various potential risks that may arise during the implementation of a project. Risk identification
can be done through several approaches, the first is by analyzing the root of the problem from the
source. By understanding the root of the problem, the team can identify risks that may arise at
various stages of the project.

Apart from that, risk identification can also be done by checking the risk register based on
experience from previous projects. This approach allows teams to learn from past experiences and
recognize risk patterns that frequently emerge in similar contexts. Involving previous experience
can enrich the team's perspective and enable more comprehensive risk identification.

In the risk identification process, it is important to involve the entire project team and
relevant stakeholders. Team discussions and collaboration can bring out diverse points of view and
broaden thinking about possible risks. This step will provide benefits in identifying risks optimally
and comprehensively.

The importance of experience as a key factor in risk identification cannot be ignored.
Experience is a valuable source of knowledge that can guide teams in recognizing potential risks
that may have been overlooked. Therefore, leveraging experience from previous projects can enrich
risk analysis and make the identification process more optimal.

Thus, the risk identification process is not only a technical step, but also involves elements
of creativity and continuous learning. Through a holistic approach, teams can gain in-depth insight
into the risks they may face, enabling the adoption of risk management strategies that are more
effective and responsive to changes in the project environment.

3. Risk Evaluation
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After the risk identification process is complete, the crucial next step is to evaluate the risks
that have been identified based on the probability of occurrence and the associated potential losses.
Recognizing the risk is not enough; It is also necessary to have a deep understanding of the extent
to which these risks can affect the running of the business. Not all risks have the same degree of
probability, and the potential losses associated with each risk can vary widely.

In evaluating risks, the probability of risk occurrence needs to be analyzed carefully. Some
risks may have a higher probability of occurring than others. Understanding this probability level
helps companies determine the extent to which these risks need to be anticipated or mitigated.
Furthermore, evaluation also involves assessing the potential financial or operational losses that
could arise as a result of the risk.

The importance of risk evaluation lies in a deep understanding of the possible impact on the
business being managed. By evaluating risks, companies can determine priorities in managing risks
and allocate resources more effectively. Risks that have a significant impact and high probability
may require more intensive mitigation strategies, while risks with a low impact may be acceptable
or addressed with simpler measures.

Through careful risk evaluation, companies can develop a more mature understanding of
the scope of potential losses and identify the most effective steps in dealing with these risks. This
is an important step in developing a responsive risk management strategy, which can help
companies optimize opportunities and reduce threats that can affect business continuity. Thus, risk
evaluation becomes the basis for informational and fact-based decision making in carrying out
business operations more efficiently and effectively.

4. Mitigation Plan

Mitigation is a crucial cornerstone of risk management, representing plans and strategies to
reduce the impact that may arise due to unexpected events. The main goal of mitigation is to
minimize losses that the company may have to bear due to a particular risk. In an effort to achieve
this goal, there are several mitigation techniques that can be applied, including risk sharing, risk
transfer, risk avoidance, and risk reduction.

Risk sharing involves sharing risks between the parties involved, including business
partners, stakeholders, or other parties who can contribute to overcoming risks. This approach
allows companies to distribute liability and potential losses in a more even manner. Risk transfer,
on the other hand, involves transferring risk to a third party, such as an insurance company. By
transferring this risk, companies can reduce the direct impact of the risk on their operations and
finances, while still paying insurance premiums as compensation.

Risk avoidance is the action of completely avoiding or stopping activities or situations that
may pose a risk. While it can be an extreme option, there are situations where avoiding risk
completely is the wisest move. Risk reduction includes concrete steps to reduce the probability of
a risk occurring or reduce its impact. This could involve improving processes, introducing tighter
controls, or investing in safer technology.

In planning mitigation, each of the techniques above will be applied with an appropriate
approach to each risk event. The selection of mitigation techniques must be based on careful
analysis and in-depth understanding of the characteristics of each risk. Thus, companies can take
appropriate and proportional actions to maximally reduce the impact of risks that may occur.
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Mitigation, therefore, is not just a backup plan, but rather an integrated and responsive strategy,
enabling companies to manage risk more effectively and proactively.
5. Transfer risk

If the risk cannot be handled internally by the company, then the wise approach is to transfer
the risk to parties who have the expertise and resources to handle it. One option commonly used
to overcome risk is to involve an insurance company. Insurance companies can be strategic partners
who help companies manage risks related to unexpected events such as theft, fire, damage, and so
on.

In this context, insurance companies function as external risk stakeholders providing
financial protection against possible losses. Through an appropriate insurance policy, the company
can transfer the risk to the insurance company by paying a certain premium. If a risk event
guaranteed in the policy occurs, the insurance company will be responsible for providing financial
compensation in accordance with the agreed provisions.

The importance of involving an insurance company lies in its ability to help the company
minimize losses that may become a significant financial burden. This way, companies can focus on
core operations without having to worry about the financial consequences that can arise due to
certain risks. However, choosing the right insurance company and policy is key in this strategy.
Careful analysis of the type of risk faced, the premium charged, and the provisions in the policy are
crucial steps to ensure protection that suits the company's needs.

By considering various risks that may occur, the company is able to develop a mature and
responsive strategy to face increasingly tight market conditions. This effective risk management
process not only serves as a shield against potential losses, but also as a guide that guides
companies through unpredictable market dynamics. The company's courage to identify, evaluate
and manage potential risks provides a significant competitive advantage. By understanding risk,
companies can be more proactive in designing and implementing strategies that suit market
demands. This is a strong foundation for achieving success in every step of the business. The
importance of preparing for risk also creates a solid foundation for the company. By having a
measurable strategy and a deep understanding of potential risks, companies can minimize negative
impacts, thereby increasing the company's resilience and resilience in facing challenges.

CONCLUSION

Implementing an effective risk management strategy will have a positive impact on the
long-term development of a company. A company's success in minimizing the risks associated with
developing new products and acquiring funds can be the key to continued and significant growth
in the market. In this context, implementing a good risk management system has an important role
in helping companies plan smarter and more efficient business steps. This not only strengthens
their position in the market, but also increases the potential for long-term business success by
reducing uncertainty and mitigating the impact of possible risks. To avoid undesirable
conseguences, every company must adopt an effective risk management strategy. The first step in
this effort is to plan risk management in accordance with the company's characteristics and needs.
After that, the risk identification and evaluation process based on the probability of occurrence and
potential loss becomes an important stage. Next, companies need to design appropriate risk
mitigation plans and have readiness to transfer risks if internal capacity is insufficient. By
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implementing appropriate risk management strategies, companies can reduce the impact of
possible risks and develop themselves into successful business entities in a competitive market.
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