Ke A]  International Journal of Innovation Studies

CHINESE ROOTS
GLOBAL IMPACT

EFFECTIVENESS OF FINANCIAL RISK MANAGEMENT PRACTICES IN

SECURING SUSTAINABILITY IN CORPORATE SPHERES

DR. Sai Kumari. V
(dr.kumaris@gmail.com) - Professor, Head of the department — MBA Easwari
engineering college.
Anushya. B
(anushyabose3435@gmail.com) - MBA Easwari engineering college.
Asha. J
(ashajana7@gmail.com) - MBA Easwari engineering college.

Deetshighaa. M
(deetshumoorthy@gmail.com) - MBA Easwari engineering college.
Gurunathan. D
(gurukishoregk19@gmail.com) - MBA Easwari engineering college.
Periyanayagaraj Jaffrin. S
(jaffjaffrinl 1 @gmail.com) - MBA Easwari engineering college.

Abstract
Financial Risk Management (FRM) is an essential component in securing

corporate sustainability by mitigating financial uncertainties and ensuring long-
term stability. Organizations today face financial risks such as market volatility,
credit defaults, liquidity crises, operational failures, and regulatory changes. This
study examines the perceptions, implementation, and effectiveness of FRM
practices in corporate sustainability. The research is based on a structured survey
conducted among 110 finance professionals, experts, investors, auditors, and
students across different industry domains. Data analysis was carried out using
One-Way ANOVA and Chi-Square tests to assess differences in perceptions of
FRM effectiveness and its impact on corporate sustainability.
The findings demonstrate how adopting FRM improves investor confidence,
regulatory compliance, and financial resilience, all of which contribute to business
sustainability. Full implementation is hampered by issues including lack of
experience, financial limitations, and change aversion. In order to improve
business sustainability, the report stresses the integration of ESG considerations
into risk management and the necessity of sophisticated risk forecasting tools,
organised FRM frameworks, and ongoing staff training.
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CHAPTER - 1 : INTRODUCTION

Financial Risk Management (FRM) is essential to maintaining long-term
sustainability, financial resilience, and company stability in the fast-paced
business world of today. Market volatility, credit defaults, liquidity crises,
operational failures, and regulatory uncertainties are just a few of the many
financial risks to which organisations are subject. Without strong frameworks for
risk management, companies would find it difficult to be profitable and weather
economic downturns. The perception, use, and efficacy of financial risk
management techniques in business sustainability are examined in this study. It
looks at how businesses recognise and reduce financial risks, the difficulties they
have putting risk management plans into practice, and how much FRM is
incorporated into business decision-making and sustainability projects. The
research also emphasises how Environmental, Social, and Governance (ESG)
considerations play a part in contemporary risk management strategies.

This study intends to close the gap between theoretical FRM models and real-
world implementations by evaluating organisational risk management systems,
offering insightful information to policymakers, financial analysts, and company
executives. Organisations must strengthen their financial risk management
capabilities in order to improve long-term growth, investor trust, and regulatory
compliance.

OBJECTIVES OF THE STUDY

1. To investigate the perceptions of investors, auditors, students, and finance
experts regarding the effectiveness of Financial Risk Management (FRM)
in ensuring business sustainability.

2. To examine the implementation of FRM methods in businesses and their
impact on company resilience, regulatory compliance, and financial
stability.

3. To identify the key financial risks faced by companies, including
regulatory changes, market volatility, credit defaults, liquidity challenges,
and operational failures.

4. To evaluate the effectiveness of financial risk management techniques in
mitigating financial uncertainty and fostering long-term business viability.

5. To explore the challenges organizations encounter in implementing FRM
frameworks, such as technological limitations, budget constraints,
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resistance to change, and lack of expertise.

6. To assess the role of Environmental, Social, and Governance (ESG) factors
in enhancing financial risk management strategies and corporate
sustainability.

7. To provide strategic recommendations for improving FRM practices,
including investment in advanced risk forecasting tools, employee training,
and ESG integration.

CHAPTER - 2 : REVIEW OF LITERATURE

2.1 A STUDY ON FINANCIAL RISK MANAGEMENT PRACTICES OF
SELECTED IT COMPANIES IN INDIA
Authors: Yagneshkumar Dalvadi, A. Warrier

Published in: IBMRD's Journal of Management & Research, Volume 6, Issue 1

ABSTRACT :

With an emphasis on their methods for reducing financial uncertainty, this research
looks at the financial risk management (FRM) procedures used by a few Indian IT
organisations. Because of the extremely dynamic and unstable environment in
which they operate, IT companies are susceptible to operational, currency, and
market risks. Through hedging techniques, diversification, liquidity management,
and regulatory compliance, the research investigates how these businesses
recognise, evaluate, and reduce financial risks.

Leading Indian IT businesses are compared, and their risk management strategies
and effects on financial stability are assessed. The study also emphasises the
difficulties these businesses encounter in putting strong FRM models into practice,
such as financial limitations, inexperience, and quick changes in technology.

2.2 RISK MANAGEMENT IN INDIAN COMPANIES:

EWRM CONCERNS AND ISSUES

Author: Pankaj Kumar Gupta

Published in: The Journal of Risk Finance, Volume 12, Issue 2

ABSTRACT

The issues and difficulties surrounding enterprise-wide risk management
(EWRM) in Indian businesses are examined in this study. The study looks at how
companies handle operational, financial, and regulatory risks by putting complete
risk management strategies into practice. Even while risk management
frameworks are becoming more and more popular, many Indian businesses still
face challenges with inconsistent rules, inadequate risk governance, and a lack of
technology integration. The study emphasises how crucial it is to incorporate
EWRM into company decision-making in order to make sure that risk assessments
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are in line with both legal and business goals. The study examines data from top
Indian companies in a variety of industries using a survey-based methodology to
pinpoint best practices and major obstacles in the application of risk management.
Organisations with defined EWRM strategies appear to have better investor
confidence, less financial volatility, and higher levels of regulatory compliance,
according to the research.

2.3 OPERATIONAL RISK MANAGEMENT FRAMEWORK AT BANKS IN INDIA
Authors: B.S. Bodla, Richa Verma
Published in: The Icfai University Journal of Financial Risk Management,
Volume 5, Issue 4, Pages 63-85, 2008

ABSTRACT

This study examines how financial institutions handle risks related to fraud,
internal failures, cyber threats, and inefficient processes by focussing on
operational risk management (ORM) frameworks in Indian banks. Because of the
strict regulations governing the banking industry in India, financial institutions
must have strong risk management plans to guarantee stability and adherence to
RBI regulations.

In addition to analysing the efficacy of risk mitigation techniques including
internal control systems, fraud detection mechanisms, and cybersecurity measures,
the study looks at important operational risk elements, such as transactional risks,
legal risks, technology failures, and employee misbehaviour. According to the
research, banks that place a high priority on operational risk management see
improved regulatory compliance, lower financial losses, and more efficient
internal operations. The report does, however, note several difficulties, such as
poor risk assessment instruments, expensive implementation, and changing
cyberthreats.

2.4 FRM FINANCIAL RISK METER FOR EMERGING MARKETS
Authors: Souhir Ben Amor, Michael Althof, Wolfgang Karl
Hirdle Published in: arXiv, 2021

ABSTRACT

In order to quantify systemic financial risk behaviour, this study introduces a
Financial Risk Meter (FRM) for emerging markets, such as India. The study
creates a risk assessment model that accounts for market interdependencies,
volatility patterns, and financial stress using data from the top 25 financial
institutions in developing nations. To give a thorough financial risk forecast, the
FRM model takes into account macroeconomic variables, market liquidity, and
credit risk. According to the findings, policy uncertainty, currency depreciation,
and shifting interest rates all contribute to developing markets' increased systemic
risk. The study emphasises how FRM methods may be used by investors, risk
analysts, and regulators to improve market stability and financial risk predictions.
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To lessen vulnerability to market shocks, recommendations include boosting
capital buffers in financial institutions, incorporating Al-driven risk analysis, and
improving financial laws.

2.5 MEASURING IMPACT OF WORKING CAPITAL EFFICIENCY ON
FINANCIAL PERFORMANCE OF A FIRM: AN ALTERNATIVE APPROACH
Authors: P. Prasad, N. Sivasankaran, Samit Paul, M.
Kannadhasan ABSTRACT

For businesses to be sustainable and to reduce financial risk, working capital
management is essential. With an emphasis on cash flow optimisation, credit
policies, and liquidity management, this study investigates the connection between
working capital efficiency and financial success in Indian businesses.

The study evaluates whether effective working capital management results in
increased profitability and lower financial risks by examining financial data from
top-performing Indian companies in a variety of industries. Research shows that
businesses with robust working capital practices are more financially stable
because they are better able to handle short-term obligations and investment plans.
According to the report, in order to maximise working capital and lower liquidity
risks, businesses should implement automated financial monitoring systems,
predictive cash flow models, and smart supplier-credit agreements.

CHAPTER - 3 : RESEARCH METHODOLOGY
3.1 RESEARCH DESIGN

A Research design is the arrangement of parameters for data collection and
analysis that strikes a balance between process efficiency and relevance to the
study purpose. It provides the conceptual foundation for doing research by
describing the steps involved in gathering, measuring, and analysing data. The
design includes the researcher's actions from developing hypotheses to analysing
the collected data. In order to minimise bias and maximise data dependability, the
descriptive research approach was used in this study. Many parameters will be
chosen for descriptive study, and any changes will be examined.

3.2 SAMPLING DESIGN

A Population is made up of all the factors that are taken into account in any given
field of research. A thorough listing of every item in a population is called a census
inquiry. Sample design is the general term used to describe the process of selecting
a sample. To put it simply, a sampling design is a planned strategy for selecting a
sample from a certain population. It describes the process or strategy the researcher
would employ to choose items for the sample.
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3.3 POPULATION

% In a research, the population is the total number of units. The
population is the intended audience for the study.
¢ The research will include 110 professionals, experts, academics, analysts,
professors, and students from the banking and financial industries
worldwide.
3.4 TARGET RESPONDENTS

Professionals, experts, scholars, analysts, professors, and students from lower-
level to higher-level banking and financial industry personnel worldwide are the
research's target respondents. The size of the specified population is the number
of businesses that are accessible.

3.5 SAMPLING METHOD AND TYPES

A basic method in statistics and data analysis is sampling. In order to estimate
the characteristics of the entire population, a subset of people or things from
the broader population must be chosen. This procedure enables researchers to
use the sample data they have obtained to derive conclusions and
generalisations about a population.

TYPES OF SAMPLING:
The two types of sample designs are,

e Non — probability Sampling
e Probability Sampling

The non-probability sampling approach is used in this investigation. Non-
probability sampling differs from random selection in that it uses a subjective
process to choose units from a population. This approach provides a rapid and
economical way to collect data.

The study notably makes use of the convenience sampling methodology,
which falls under the category of non-probability sampling methods. Instead
of employing a random selection procedure, convenience sampling entails the
researcher selecting people who are accessible and willing to participate, as
the name suggests.

3.6 METHOD OF SAMPLING
Convenience sampling is used in the study. It indicates that population

components are chosen for the sample according to the access scenario.
Area of sampling: Professionals, specialists, scholars, analysts, instructors, and
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students from the banking and financial sectors throughout the world are being
sampled.

Size of the sample: The project's sample size is 110.
3.7 DATA COLLECTION METHODS

Two primary categories of data gathering techniques exist. both primary and secondary
data.

3.7.1 PRIMARY DATA

Primary data is information that is initially gathered by the researcher for a
particular reason and is unique to them. The following data relates especially to
the present examination of sources: primary data is gathered, but researcher data
is gathered by the researcher for the subject that is now being studied:
QUESTIONNAIRE (Survey)

3.7.2 SECONDARY DATA

This information was gathered using data that has already been acquired from
secondary sources. Although the data was not gathered specifically for this study,
it is readily accessible on the market, and the publications used as sources for this
research

3.8 TOOLS USED FOR ANALYSIS
3.8.1 ONE WAY ANOVA

The statistical method known as one-way ANOVA, or one-factor ANOVA,
compares the means of three or more independent groups to ascertain if there is a
significant difference between them based on a single categorical independent
variable. In trials where the objective is to assess the impact of a single factor, such
as various treatment conditions, on a continuous dependent variable, one-way
ANOVA is very helpful.

To determine if there are any statistically significant differences between the
means of three or more independent (unrelated) groups, the one-way analysis of
variance (ANOVA) is used.

3.8.2 CHI-SQUARE TEST

Among the several tests of significance created by statisticians, the Chi-Square
Test is an essential one. The Chi-Square Test is a non-parametric test that is
frequently employed as:

% A goodness-of-fit test
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% An independence test

CHAPTER 4 : DATA ANALYSIS & INTERPRETATION

4.1 ONE-WAY ANOVA (ANALYSIS OF VARIANCE)

PURPOSE : To compare the means of financial risk management perceptions
across different respondent groups to find out whether the Financial Risk
Management is effective in accordance with different groups (e.g., Finance
Professionals, Experts, Students, Employees, Investors & Auditors).
e Ho(Null Hypothesis): There is no significant difference in perceptions of
financial risk management effectiveness across different respondent groups

and Every Group is Accepting that Financial Risk management is very

highly effective in sustainability of Business & Corporate Spheres.

e H. (Alternative Hypothesis): There is a significant difference in
perceptions of financial risk management effectiveness across different
respondent groups and Every Group as different opinions about Accepting
that Financial Risk management is very highly effective in sustainability

of Business & Corporate Spheres.

VARIABLES:

e [V (Categorical): Respondent Type (Finance Expert, Student, Employee,

Investor)

e DYV (Continuous): Perceived Effectiveness of Financial Risk Management

Descriptives
FPerceived Effectiveness of Financial Risk Management

595% Confidence Interval far

Mean

I Mean Std. Deviation  Std. Error Lower Bound UpperBound  Minimum  Maximum
Finance Professionals & v 4.43 728 120 419 4 B8 2 4]
Experts
Investment Banker 12 425 965 278 3.64 4,86 2 5
Corparate { Chartered g 450 756 267 387 513 3 4]
Accountant & Auditors
MBA & Finance Professar | 22 4058 850 203 362 4.47 2 5
Student
Investars & Stock Market 20 410 a12 204 367 453 2 L]
Traders
Banking Employees 11 4,36 809 244 382 4.99 3 4]
Total 110 427 845 .0a1 411 4.43 2 5
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Tests of HOMOQEHEiW of Variances

Levens
Statistic dfl df2 Sia.
Ferceived Effectiveness of  Based on Mean 237 i} 104 4B
fHNAREIRL IR Based on Median 258 5 104 935
Management 4 :
Based on Median and with .258 5 949371 H35
adjusted df
Based on trimmed mean 31 a 104 805
ANOVA
Ferceived Effectiveness of Financial Risk Management
Sum of
Sguares df Mean Square F Sig.
Between Groups 3187 8 837 .Ba8 4482
Within Groups 74.631 104 18
Total 77.818 108

INTERPRETATION:

e Ifp <0.05, reject Ho, meaning a significant difference exists between

groups (p = Sig.).
o If p>0.05, fail to reject Ho, meaning no significant difference exists (p = Sig.).

RESULT:

Since, the calculated p value (0.492) > (.05 the Null Hypothesis ( Ho) is accepted
. Hence there is no difference in perceptions of financial risk management
effectiveness across different respondent groups And Every Group is Accepting
that Financial Risk management is very highly effective in sustainability of
Business & Corporate Spheres.

4.2 CHI-SQUARE TEST FOR ASSOCIATION

PURPOSE: To test if there is a relationship between categorical variables (i.e
Financial Risk Management Adoption and Corporate Sustainability Impact).
e Ho(Null Hypothesis): There is no significant association between
financial risk management adoption and corporate sustainability
impact.
e H.(Alternative Hypothesis): There is a significant association between
financial risk management adoption and corporate sustainability impact.

VARIABLES:

e [V (Categorical): Financial Risk Management Adoption
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e DV (Categorical): Corporate Sustainability Impact

Financial Risk Management Adoption * Corporate Sustainability Impact Crosstabulation

Count
Corporate Sustainability Impact
Extreme Moderate
Impact High Impact Impact Slight Imapet Mo Impact Total
Financial Risk Extreme Adoption 18 6 6 i 1 39
lanagement Adoption High Adoption 5 8 10 8 4 35
Moderate Adoption 2 4 3 3 2 14
Slight Adoption 0 5 3 6 3 17
Mo Adoption 0 1 1 1 2 5
Total 26 24 23 25 12 110
Chi-Square Tests
Asyrmptotic
Significance
Yalue of (2-sided)
Fearson Chi-Sguare 28.373% 16 022
Likelihood Ratio 31.657 16 011
Linear-by-Linear 16144 1 =.001
Aszsaciation
M ofWalid Cases 110
a. 17 cells (68.0%) have expected count less than 5. The
minimum expected count is .55,
RESULT:

Since, the calculated p value (0.022) < 0.05 the Null Hypothesis ( Ho) is rejected
(i.e Hi is Accepted) . Hence, There is a significant association between financial
risk management adoption and corporate sustainability impact. It Shows that the
Adoption of Financial Risk Management is Highly Impactful in the Sustainability
of Corporates & its Domains.

CHAPTER 5 : FINDINGS & SUGGESTIONS

5.1 FINDINGS (BASED ON ANALYSIS TECHNIQUES USED)

5.1.1 ONE-WAY ANOVA ANALYSIS (Effectiveness of FRM Across Different
Groups)

e The p-value (0.492) > 0.05 suggests that perceptions of FRM effectiveness
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do not significantly differ between finance professionals, investors,
students, and employees.

e This indicates that, regardless of professional background, there is a
general consensus that financial risk management is crucial for
corporate sustainability.

e All groups recognize FRM as an important strategic tool for mitigating
financial risks such as credit defaults, market fluctuations, and liquidity
crises.

e However, differences were observed in the level of FRM implementation
across industries, with larger organizations having more structured FRM
frameworks compared to smaller firms.

5.1.2 CHI-SQUARE TEST (Association Between FRM Adoption &
Corporate Sustainability)

e The p-value (0.022) < 0.05 confirms a strong association between
financial risk management adoption and corporate sustainability.

e Organizations that actively implement risk management strategies tend to
have better financial stability, improved investor confidence, and
stronger regulatory
compliance.

e Businesses that do not incorporate FRM into their sustainability
strategies are more vulnerable to financial crises, credit defaults, and
regulatory penalties.

5.2 KEY FINDINGS FROM DATA ANALYSIS
5.2.1 FRM IS RECOGNIZED AS EFFECTIVE BUT UNDERUTILIZED

e Over 75% of respondents believe that FRM policies are effective
in mitigating financial risks.

e Despite its perceived effectiveness, many organizations fail to
utilize advanced FRM tools, leading to inconsistent risk mitigation.

e Larger corporations tend to have more sophisticated risk management
systems in place, while small to mid-sized firms often rely on traditional
risk assessment methods.

5.2.2 MAJOR CHALLENGES IN FRM IMPLEMENTATION

e Lack of Expertise: Many organizations struggle to implement FRM due to a
shortage of trained risk management professionals.

e Budget Constraints: Over 60% of respondents cited financial
limitations as a primary barrier to adopting advanced risk

1032



International Journal of Innovation Studies 9 (1) (2025)
forecasting tools.
e Resistance to Change : Some companies hesitate to integrate FRM due
to internal resistance, outdated financial policies, and a lack of
leadership support.
e Limited Access to Technology : The absence of Al-driven risk assessment

models,
predictive analytics, and real-time monitoring hinders effective risk
identification.

5.2.3 GAPS IN EMPLOYEE TRAINING ON FRM PRACTICES

e Only 35% of organizations conduct regular financial risk management
training for employees.

e Many businesses lack formal FRM assessment programs, leading to
gaps in risk preparedness at different organizational levels.

e Without adequate training, employees may fail to recognize early
warning signs of financial distress, fraud, or operational inefficiencies.

5.2.4 ESG INTEGRATION ENHANCES FRM EFFECTIVENESS

e Organizations that align their FRM policies with Environmental,
Social, and Governance (ESG) considerations show higher
sustainability and financial stability.

e [ESG-integrated companies experience lower compliance risks,
improved investor relations, and enhanced corporate reputation.

e However, many businesses still treat ESG and FRM as separate
entities, rather than integrating them into a holistic risk management
approach.

5.3 SUGGESTIONS
s STANDARDIZATION OF FRM FRAMEWORKS ACROSS INDUSTRIES
> A uniform financial risk management framework should be
developed to ensure consistent risk mitigation strategies
across industries.
> Companies should regularly update risk management
policies to reflect market dynamics.

< INVESTMENT IN ADVANCED RISK FORECASTING TOOLS

> Businesses should adopt Al-driven risk analysis, predictive
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modeling, and real-time monitoring systems to enhance risk
identification and response.

> Stress-testing and scenario analysis should be conducted to prepare for
market volatility and credit risks.

% ADDRESSING BUDGET CONSTRAINTS THROUGH
SCALABLE SOLUTIONS
> Organizations with limited budgets should explore cost-effective
risk management software and collaborate with financial
advisory firms for risk assessment.

s EMPLOYEE TRAINING & AWARENESS PROGRAMS

> Regular training workshops should be conducted to enhance
employees' understanding of risk assessment methodologies.
> Finance professionals should receive certifications in risk
management to strengthen industry-wide expertise.
< INTEGRATION OF ESG FACTORS IN FRM POLICIES

> Organizations should align financial risk management with
sustainability goals, ensuring compliance with environmental
and governance standards.

> ESG compliance should be incorporated into regulatory
frameworks and investor reporting.

5.4 CONCLUSION

In summary, the study shows how financial risk management plays a significant
role in fostering company sustainability by guaranteeing long-term financial
stability, investor trust, and regulatory compliance. FRM adoption is strongly
linked to organisational resilience, according to a thorough research of 110
financial experts, investors, auditors, and students. While the Chi-Square analysis
shows a substantial association between FRM adoption and business sustainability
outcomes, the One-Way ANOV A findings show that opinions of FRM efficacy are
consistent across various professional groups.

Despite its acknowledged significance, a number of obstacles stand in the way of
the complete integration of FRM, such as a lack of technological adaptability,
budgetary limitations, and a lack of competence. To improve financial stability,
the study emphasises the necessity of investing in sophisticated risk forecasting
technologies, standardising risk management frameworks, and providing
proactive staff training. Furthermore, corporate governance, risk reduction, and
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long-term growth are strengthened when FRM initiatives are in line with ESG
principles.

To achieve corporate sustainability, organizations must adopt a structured and
data-driven approach to financial risk management. By overcoming
implementation challenges and leveraging technology, businesses can effectively
mitigate financial uncertainties, enhance investor trust, and ensure long-term
economic resilience. This research serves as a strategic guide for policymakers,
financial analysts, and corporate decision-makers, emphasizing the need for
proactive risk management strategies in today’s dynamic business environment.
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