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Abstract. The aim of this study is to compare survey-based research conducted
among banking employees in South Africa and Indonesia in order to investigate
how perceptions of culture risk and people risk influence operational and overall
risk management implementation during and after the Covid-19 pandemic. This
research extends the benchmark study by [10], which found that both culture risk
and people risk significantly affected risk management performance in South
African banks. Almost 400 respondents participated in the South African study,
while in Indonesia fewer than 50 valid responses were obtained from 110 eligible
candidates due to the criteria applied. Culture risk is defined as organizational
norms and behaviors that shape risk awareness, consistent with [3], while people
risk reflects human error, competence, and ethical behavior as described in [14],
London: Institute of Operational Risk. The findings indicate that during and after
the Covid-19 pandemic, culture risk has a stronger and statistically significant
influence on operational and general risk management implementation, whereas
people risk shows a positive but less significant effect. The study highlights the
importance of strengthening risk culture to sustain effective governance in the
banking sector and recommends further research with a larger Indonesian sample.

Keywords: Culture Risk, People Risk, Risk Perception, Risk Management,
Covid 19 Pandemic.

1 Introduction

There are a lot of cases in Banking industry which then led to bankruptcy (worst case)
e.g. Barings, Banker’s Trust in the United States of America and a lot of cases in Indo-
nesian banking industry in the era of economic crisis 1997-1998. In Indonesia, those
cases had caused the Government to spend not less than Rp147.7 trillion in the year
2000 through a recapitalization program for banking industry to rebuild the trust in
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banking industry [5]. For banking industry, Basel Committee has introduced risk man-
agement initiatives that is followed by banking industry players and regulators world-
wide. Risk management practices in banking industry that is introduced by Basel Com-
mittee has developed its activities not only focusing on quantitative method only but
also building risk management capability on the people involved in its daily operations.
Formerly, Bank Indonesia as the regulator as well as the examiner of banking industry
in Indonesia has been introducing policy on risk management implementation for bank-
ing industry since 2005. The role now is undertaken by Otoritas Jasa Keuangan — OJK
as the Financial Services Authority.

People risk is defined as the risk posed by employee’s action and behaviors, such as

a lack of succession planning, poor planning, unethical behavior [14]. People risk is
unavoidable, as people who are responsible to run the Bank operation or organization
to achieve its objective.
Culture risk relates to a bank’s strategy, rules, processes, and practices that have not
been adequately accepted and executed throughout the organization [3]. Both factors
are believed to be the critical part in building good operational risk implementation as
well as general practice of risk management.

Previous research by [10] investigated how people and culture risk perceptions in-
fluenced operational and overall risk management within South Africa’s major banking
institutions. That study, conducted at the height of the Covid-19 pandemic, involved
391 participants from the top five commercial banks in South Africa and revealed that
both culture risk and people risk had a positive and statistically significant effect on
operational and general risk management performance. However, study in Indonesia
showed that the degree of impact differed: culture risk demonstrated a stronger corre-
lation (r = 0.434 with operational risk management) than people risk (r = 0.338), indi-
cating that a healthy risk culture played a greater role in ensuring effective governance
and compliance. The study therefore concluded that fostering an ethical and value-
driven culture was essential to reduce people-related failures and strengthen organiza-
tional resilience.

Despite its valuable contribution, the South African-based thesis presents several
contextual and methodological gaps relevant to the Indonesian banking environment.
The gap may be due to different cultural and regulatory ground that shape both coun-
tries.

The sample and representation gap arises from the contrast between the 391 respond-
ents from five major South African banks and fewer than 50 participants from Indone-
sian institutions, offering insight into how risk awareness may differ between large
multinational banks and localized entities. Finally, the Model Validation Gap emerges
as this study replicates the South African analytical framework using correlation, factor
analysis, and SEM to test whether the same relationships between culture risk, people
risk, and risk management effectiveness hold true within Indonesia’s unique cultural
and regulatory context.

Through addressing these gaps, the Indonesian research aims to determine whether
culture risk continues to show a stronger influence on risk management than people risk
and to what extent national culture, organizational norms, and post-pandemic behav-
ioral shifts reshape these relationships. In doing so, the study extends [10] framework
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into a new geographical, cultural, and temporal domain enhancing the global under-
standing of how people and culture risk perceptions drive sustainable risk management
practices.

2 Literature Review

[15] emphasized that risk management is a vital instrument for safeguarding organiza-
tional processes and enhancing value creation. In the banking industry, where institu-
tions face complex exposure to both market and human factors, regulators such as In-
donesia’s Otoritas Jasa Keuangan have mandated dedicated risk management units to
ensure sound governance implemented in the Bank. According to [1], risk represents a
combination of uncertainty and potential losses resulting from adverse conditions. The
Basel Capital Accord further classifies risks into distinct categories credit, market, and
operational where operational risk is defined as the risk of loss resulting from inade-
quate or failed internal processes, people, systems, or external events. Unlike credit or
market risk, operational risk is qualitative in nature and often arises from human be-
havior, ethical judgment, and organizational culture.

Within this framework, people risk and culture risk are integral sub-components of

operational risk. People’s risk stems from human error, misconduct, insufficient com-
petence, or leadership failure that can lead to process breakdowns and losses [4]. Cul-
ture risk or risk culture represents the shared norms and behaviors that shape how indi-
viduals perceive and manage risk. As noted by [8], a strong risk culture acts as an in-
formal control system guiding ethical conduct and decision-making, while [6] found
that organizations with engaged employees and robust cultural alignment demonstrate
superior operational-risk outcomes.
The relationship between people and culture risk is reciprocal. [9] argued that people
risk is often the visible outcome of cultural weaknesses, while [2] observed that a weak
culture fosters non-compliance and poor accountability. [16] further showed that cul-
ture mediates the impact of human behavior on risk management effectiveness. When
shared values and ethical norms are deeply embedded, people risk diminishes. Con-
versely, cultural deterioration heightens the likelihood of human failure. Therefore, as
noted by [3], culture risk and people risk cannot be treated as isolated constructs but as
interdependent elements, where culture shapes the behavioral environment and people
risk represents the tangible outcome of that environment.

Most successful organizations cultivate a culture built on shared values, because
these collective beliefs and principles align employee behavior and foster consistency
across decisions and actions. Organizational culture is widely understood as the set of
shared values, norms, and assumptions that bind members together and guide how work
gets done. Therefore, embedding shared values is not merely symbolic it is a founda-
tional mechanism for cultivating consistent, risk-aware behavior that supports effective
risk management implementation.
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3 Method

3.1 Data and Source of Data

To get the empirical objectives, a positivist paradigm was selected as the most appro-
priate research paradigm. This paradigm allows one to identify and describe the rela-
tionship between variables to obtain a scientific or statistical understanding of the phe-
nomena. This research used primary data from an online structured questionnaire. The
questionnaire was distributed to approximately 110 candidate participants.

However, after filtering based on the required criteria employees who had worked
in the banking sector during the period 2018-2023 the final valid sample consisted of
fewer than 50 participants. Respondents represented a diverse range of banks, from
community and municipal banks to systemically important banks operating in Indone-
sia. The total respondents that become study’s sample were 33.

3.2 Sampling Procedure

For this study, a questionnaire study is chosen and criteria is made to the participants
in order to get more relevant subjects, that is, only people working in a bank for period
of 2018 — 2023 who can participate.

Furthermore, participants were categorized into:

o Management (Directors and 1 level below)

. Non-Management

° Commissioner

. Committee member (such as Audit Committee or Risk Monitoring Committee).

3.3  Questionnaire Design

The questionnaire for this research study was designed by combining questions mostly
from previous study taken from risk management system [12]; [11] which then was
adopted to research regarding Culture Risk and People Risk influencing Risk Manage-
ment Implementation [10]. The questionnaire format is a closed ended question (ie
quantitative method), which used the structured question format and required partici-
pants to rate their responses according to the questions and scale provided.

3.4  Analysis Methodology

The research employed Partial Least Squares — Structural Equation Modeling (PLS-
SEM) to conduct a multivariate analysis aimed at evaluating both the validity and reli-
ability of the research instrument, which consisted of structured questionnaire indica-
tors. Within the model, Culture Risk and People Risk served as independent variables,
while Risk Management Implementation functioned as the dependent variable.
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Fig. 1. SEM model depicting the contribution of culture and people risk to effective risk man-

agement

Table 1. Construct variables.

Dependent variable:
Risk management

Independent variable:
Culture Risk

Independent variable:
People risk

Al: Operational risk is
the potential for loss due
to system failure, inade-
quate procedures and
fraud

A2: Operational risk
encompasses almost all
banking activities and
products.

A3: Risk is monitored
solely by the Risk Man-
agement Unit.

A4: All potential opera-
tional risk events must
be recorded in the risk
register.

AS: As a banking pro-
fessional, I am a Risk
Champion* to the best
of my ability.

BI1: Cultural risk is the potential
risk caused by operational difficul-
ties within a bank due to differences
in language, values, customs, and
customer preferences.

B2: Creating the right work envi-
ronment essentially

creates the right work culture.

B3: Cultural risk is a set of atti-
tudes and behaviors
toward risk.

B4: Cultural risk stems from a mis-
alignment between company val-
ues and

employee values.

B5: Training and awareness of cul-
tural risk are crucial in shaping a
company's culture.

C1: People risk is the potential
risk caused by human error, lack
of competence, and lack of ad-
herence to existing policies and
procedures.

C2: People risk is more likely
caused by selecting the wrong
people for the right positions.

C3: People risk can be caused
by a lack of "tone at the top in
being a

good role model.

C4: Problematic employees can
be a source of problems for cus-
tomer relations, operations, and
even

company finances.

C5: People risk can be avoided
through proper recruitment pro-
cedures, appropriate employee
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Dependent variable:
Risk management

Independent variable:
Culture Risk

Independent variable:
People risk

A6: Inadequate risk as-
sessments can disrupt
the Bank's operations.

AT7:Improving risk cul-
ture is the best solution
for risk management.

A8: Always consider-
ing all types of risks
when making business
and operational deci-
sions.

B6: Communication is key to im-
proving risk culture.

B7: Failures in operational risk
have led to increased cultural risks
since the Covid-19 pandemic.

retention programs, and devel-
oping

the potential of existing em-
ployees.

C6: Proper management of peo-
ple risk is a win-win strategy
fora

company.

C7: Employee attendance rates,
work ethic, dependence on key
employees, and other internal
issues can be associated with
people risk.

C10: Planning for the formation
of financial reserves and em-
ployee succession are ways to
mitigate

people risk.

All dependent and independent variables were formed from latent constructs of var-
iables. They were coming from questions in the questionnaire measured the latent con-
structs of each variable in which they dimensionality were assessed using Principal
Component Analysis (PCA) with varimax rotation. All items with Eigen values above
one were retained, and items with factor loadings above 0.50 were included, while those
with cross-loadings above 0.50 were excluded. Initially, multiple statements were used
to measure each variable, and Cronbach’s Alpha was calculated to test the reliability of
variables with more than one latent construct.

To assess the appropriateness of PCA for the variables, Cronbach’s alpha, and com-
posite reliability were applied for all variables with multiple constructs. All measure-
ments passed the required tests, as Cronbach’s alpha and composite reliability values
were greater than 0.50, as suggested by [13]. Hence, the latent constructs for all varia-
bles were confirmed as valid representations of the variables.

4 Results and Discussions

4.1 Results

The validity of the measurement model in this research was assessed using three statis-
tical indicators. First, the outer model results confirmed that all indicators were valid
following the second-stage testing procedure. Second, the Average Variance Extracted
(AVE) values demonstrated that each construct met the required threshold, 0.5, where
the risk management” AVE was 0.685, the AVE of culture risk was 0.729, and the AVE



284 R. M. RaharjoS. Unggul et al.

of people risk was 0.738. These indicated satisfactory convergent validity across the
model. Third, the Cronbach’s alpha and composite reliability coefficients exceeded the
accepted minimum level, confirming a high degree of internal consistency and instru-
ment reliability. Based on Table 2, all constructs recorded alpha values exceeding 0.50,
which indicates moderate internal consistency and suggests that the measurement in-
struments used were sufficiently reliable for the purposes of this analysis.

Table 2. Cronbach's alpha and composite reliability.

AVE Cronbach's Composite Conclusion
alpha reliability
A (Risk Management) 0.685 0.908 0.929 Reliable
B (Culture Risk) 0.729 0.953 0.960 Reliable
C (People risk) 0.738 0.960 0.966 Reliable

Then in the structural model, the R-square (R?) value of 0.754 indicated that 75.4
percent of the variance in risk management implementation can be explained by culture
risk and people risk. This value represents a strong level of explanatory power, as co-
efficients above 0.75 are generally categorized as high. However, the bootstrapping
coefficient results for significance testing revealed that while Culture Risk exhibits a
statistically significant influence on the effectiveness of risk management implementa-
tion, People Risk although positively related does not demonstrate a significant level of
impact within the model.

These results imply that a strong and well-defined risk culture significantly enhances
compliance, awareness, and control effectiveness within banking organizations. Con-
versely, while the people dimension remains an important component of operational
stability, its influence appears to be weaker from a statistical standpoint, suggesting that
individual competencies alone are insufficient without the support of an embedded or-
ganizational culture that prioritizes risk awareness and ethical conduct.

4.2 Discussion

The final result then used inner model analysis and hypothesis testing. The evaluation
of this inner model, as previously demonstrated, used the R-square criterion for inde-
pendent constructs. The results showed an R-square value of 0.754, indicating that the
independent variables, Culture Risk and People Risk, were sufficiently able to explain
their relationship with risk management. Next, the hypothesis was tested using boot-
strapping to obtain a t-statistic and compared with the t-table value at a 75.4% confi-
dence level.
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Fig. 2. Model and significance of variables.

To analyze the relationship between the independent variables (Culture Risk and People
Risk) and the dependent variable (Risk Management Implementation), descriptive anal-
ysis and structural modeling were used.

1.

The important findings of this study are as follows:

Culture Risk: Respondents view communication and training as central to main-
taining a healthy risk culture; during Covid 19 pandemic some organization ex-
perienced cultural stress but in lower value. In overall the data affirm that culture
risk has a strong statistically significant influence on risk management imple-
mentation.

People Risk: generally demonstrate positive perception especially for statements
relating to recruitment, leadership and ethical conduct; respondent strongly agree
that effective management of people risk may benefit both employees and organ-
ization. However, pandemic related questions have slightly weaker statement,
showing that in Covid 19 pandemic, issue on absenteeism, role adaptation still
exist. Although people risk shows a positive correlation with risk management
implementation, its influence is moderate and statistically not significant com-
pared to culture risk.

The structural equation modeling (PLS-SEM) results yielded an R? value of 0.754,

indicating that culture risk and people risk jointly explain 75.4 % of the variation in
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risk-management implementation across the sample. Culture risk contributes more sub-
stantially and significantly, while people risk provides a positive but weaker contribu-
tion.

These findings mirror the South African benchmark study [10] in the same direction
but differ in intensity: the Indonesian data highlight stronger cultural alignment yet
greater variability in people-related factors. Effective communication, training, and
leadership tone emerge as the dominant drivers of resilient risk-management behavior.

A strong risk culture promotes compliance, awareness, and effectiveness of control,
while weak cultural structures allow misconduct and operational failure. Although peo-
ple factors such as competence and ethics remain vital, they must be reinforced through
a robust organizational culture that embeds shared values and accountability. Enhanc-
ing culture-based leadership programs and integrating people-risk awareness into daily
processes will strengthen overall organizational resilience in the post-pandemic era.

5 Conclusion and Recommendation

5.1 Conclusion

The findings of this study confirm that both culture risk and people risk play important
roles in shaping the effectiveness of risk management implementation in Indonesia’s
banking industry during and after the Covid-19 pandemic. However, consistent with
the comparative reference from South Africa [10], the results reveal that culture risk
exerts a stronger and statistically significant influence on operational and overall risk
management practices than people risk. This indicates that the behavioral and cultural
foundations of an organization such as communication, ethical standards, and leader-
ship tone are more decisive in ensuring compliance, accountability, and operational
stability than individual capability alone.

While people risk maintains a positive relationship with risk management imple-
mentation, its impact in the Indonesian context appears less significant. This may stem
from factors such as hierarchical organizational culture, limited empowerment at lower
management levels, and challenges in post-pandemic adaptation, where human-re-
source pressures and hybrid work transitions tested the resilience of employees and
institutions. These contrasts also reflect the differences identified in the gap analysis
notably in cultural environment, sample scale, and post-pandemic dynamics which dis-
tinguish the Indonesian context from the South African case.

Statistically, the model demonstrates that both people and culture risk collectively
explain 75.4% of the variance in risk management implementation (R? = 0.754), under-
scoring the robustness of the relationship between these factors. The findings further
reinforce that a strong risk culture supported by shared values, consistent leadership
behavior, and effective communication serves as a key enabler of sustainable risk man-
agement performance.
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5.2 Recommendation

In view of these findings, the study recommends that:

1. Indonesian Banks place greater emphasis on strengthening risk culture across all
levels of the organization.

2. Risk management should be embedded not only as a compliance mechanism but
as a collective mindset that reflects shared values and organizational ethics.

3. Leadership commitment and communication are essential to cultivating this envi-
ronment, as they set the tone for how risks are perceived and addressed.

4. Similarly, human-resource policies must integrate people-risk awareness into re-
cruitment, training, and development strategies, ensuring that competence and in-
tegrity form the basis of every role.

Post-pandemic lessons, such as the importance of flexibility, digital readiness, and
transparent communication, should be institutionalized to enhance operational resili-
ence and sustain employee accountability.

The study has some limitations, especially time constraints in collecting more suffi-
cient respondents, as time available to conduct a survey was very limited. Criteria also
be put to select that only proper candidate working in the era Covid 19 pandemic can
participate in the survey. Consequently, active respondents become much lesser. How-
ever, this research result still can be considered reliable as number of respondents have
passed the minimum threshold. It is suggested that for further study, more participants
can be invited in order to get more precise result.

Disclosure of Interests. The authors declare that they have no known competing financial inter-
ests or personal relationships that could have appeared to influence the work reported in this

paper.

References

1. Bessis, J.: Risk Management in Banking, 3™ edition, John Willey and Sons Publication, Ltd.,
West Sussex, United Kingdom (2011)

2. Blacker, K., Mc Conell, P.: People Risk Management: A Practical Approach to Managing
The Human Factors that Could Harm Your Business, Kogan Page Publishers (2015)

3. Coluccia, Fontana, and Solimene, S.: Does Risk Culture Affect Bank’s Volatility? The Case
of G-SIBS, Corporate Ownership & Control, 15 (1).33-43 (2017)

4. Federal Deposit Insurance Corporation, (2024). 2024 Risk Review . Author. Retrieved from
https://www.fdic.gov/analysis/2024-risk-review (2024)

5. IMF. Indonesia: Anatomy of a banking crisis two years of living dangerously 1997-99. IMF
Working paper. https://www.imf.org/external/pubs/ft/wp/2001/wp0152.pdf? (2001)

6. Issa, H., Alleyne, A.: The Impact of Corporate Culture, Employee Engagement and Cultural
Alignment on Operational Risk Outcomes. Journal of Financial Regulation and Compliance,
28(4), 617-640. https://doi.org/10.1108/JFRC-06-2019-0077. (2020)

7. Jerab, D.: Analyzing the Key Elements of Workplace Culture and Their Influence on Em-
ployee Performance: Positive and Negative Cultural Attributes (2025)


https://www.fdic.gov/analysis/2024-risk-review
https://www.imf.org/external/pubs/ft/wp/2001/wp0152.pdf
https://doi.org/10.1108/JFRC-06-2019-0077

288

8.

10.

12.

13.
14.

15.

16.

R. M. RaharjoS. Unggul et al.

Kaspereit, T., Lopatta, K., Pakhchanyan, S., Prokop, J.: Systemic Operational Risk: Spillover
effects of large operational losses in the European Banking Industry, The Journal of Risk
Finance, Emerald Publishing Ltd. (2017)

McConnell, P.J., A Culture Risk Framework for Systematically Important Banks. Journal of
Risk and Governance, 3(1): 23-67 (2013)

Monama, L., Ferreira-Schenk, S., Sgammini, R., and Mathlaku, K. Investigating How Peo-
ple and Culture Risk Perception Influences Risk Management Implementation in the South
African Banking Sector, Journal Economic and Finance, 15(5), 273-284 (2025)

. National  Treasury of South  Africa  Available from:  https://ag.treas-

ury.gov.za/org/gmc/sitpages/maturity%20 model.aspx (lastaccessed on 2021 Jun 10) (2022)
Newby, J. Risk Management Technique and Practice for Southern African Construction
Projects, Johannesburg: University of Johannesburg. (Dissertation — M com) (2016)
Nunnally, J.C. Psychometric Theory. 2nd ed. New York: McGraw-Hill. (1978).

The Institute of Operational Risk: People Risk Management-A Practical Approach to Man-
aging the Human Factor That Could Harm your Business. Available from:
https://www.ior/institute.org/publications/people/risk/management/a/practical/approach/to/
managing/the-human-factors-that-could-harm-your-business. (2015)

Toma S., Chitita, M., Sarpe. D., Risk and Uncertainty, Journal Economics and Finance, 3
(5),975-980 (2012)

Zainudin, Z., Abdul-Samad, S., Altounjy, R., The Determinants Factors of an Effective
Risk-Aware Culture of Firms in Implementing and Mainting Risk Management Program,
International Journal of Financial Research, vol 10 NoS5, Special Issue. Available from
https://doi.org/10.5430/ijfr.v10n5p450 (2019)

Open Access This chapter is licensed under the terms of the Creative Commons Attribution-
NonCommercial 4.0 International License (http://creativecommons.org/licenses/by-nc/4.0/),
which permits any noncommercial use, sharing, adaptation, distribution and reproduction in any
medium or format, as long as you give appropriate credit to the original author(s) and the
source, provide a link to the Creative Commons license and indicate if changes were made.

The images or other third party material in this chapter are included in the chapter's

Creative Commons license, unless indicated otherwise in a credit line to the material. If material
is not included in the chapter's Creative Commons license and your intended use is not
permitted by statutory regulation or exceeds the permitted use, you will need to obtain
permission directly from the copyright holder.


https://ag.treasury.gov.za/org/gmc/sitpages/maturity
https://ag.treasury.gov.za/org/gmc/sitpages/maturity
https://doi.org/10.5430/ijfr.v10n5p450
http://creativecommons.org/licenses/by-nc/4.0/

	Perception of Culture Risk and People Risk in Influencing Risk Management Implementation During and Post Covid 19 Pandemic: Case of Banking Industry in Indonesia



