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ACCOUNTING, CORPORATE GOVERNANCE & BUSINESS ETHICS | 
RESEARCH ARTICLE

An investigation into factors affecting corporate 
risk management in ASEAN-4 Countries
Abdul Ghofar1*, Muhammad Muhammad2, Amran Rasli1, Dwi Narullia2 and 
Silvi Asna Prestianawati3

Abstract:  This study investigated the effect of corporate governance on corporate 
risk management. By using the regression analysis method, different results on the 
effects of the variables independent commissioners, female commissioners, meet-
ing frequency, and audit committee members’ expertise background on corporate 
risk management were obtained. In addition, companies in Singapore that had high 
levels of risk management activities were found to experience faster recovery after 
the crisis caused by the COVID-19 pandemic compared to other countries (Malaysia, 
Indonesia, and the Philippines). Overall, this study concludes that corporate gov-
ernance has an important role in improving the risk management activities of 
a firm. This study may serve as a consideration for corporate governance imple-
mentation to improve corporate risk management.

Subjects: Business, Management and Accounting; Accounting; Government & Non-Profit 
Accounting 

Keywords: Governance; Risk Management; COVID-19; Company Performance

1. Background
In March 2020, the Indonesian Government announced a global pandemic named COVID-19 that, 
as of April 2021, had killed 41,669 Indonesian people and counting (CNN, 2021). To keep corona-
virus transmission in check, the Indonesian Government established rules on travel restrictions, 
whether they be domestic or international. The establishment of social restriction policies left 
impacts not only on a single sector—transportation, that is—but also on nearly all other sectors 
such as food and beverage services, entertainment and tourism, and retail trading (i.e., at malls).

The results of a joint survey by the Economic Research Institute for ASEAN and East Asia (ERIA) 
and the American Chamber of Commerce in Indonesia (AmCham) revealed that practically all 
firms within the ASEAN region suffered from the negative impacts of the COVID-19 pandemic 
(Amcham & Eria, 2020). According to the report, 75% of the firms experienced a significant slump 
in sales. Such a dramatic decline was caused by a drop in demand by 79%. The pandemic has also 
caused the capital market in Indonesia to be afflicted with significant adverse impacts. The IDX 
Composite (IHSG), for instance, plunged by over 14% in the period 16–20 March 2020.

Not only has it devastated world businesses, the COVID-19 pandemic has also increased 
uncertainties in corporate goals accomplishment. Moreover, the shift into a new normal could 
bring about emerging risks and increase the likelihood of existing risks coming into manifestation. 
According to Shivaani and Agarwal (2020) and Y.-C. Wu et al. (2016), risks are inevitable in running 
the company. It is for this reason that it becomes urgent for a company in such a crisis to pay 
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attention to risk management in its decision-making (J. Wu & Wu, 2014). Furthermore, it is also 
expected of the company to manage uncertainties in order to minimize the negative impacts of 
the risks and in order for it to achieve its desired performance target.

According to Liebenberg and Hoyt (2003), risk management is influenced by a number of 
variables: firm size, industry group, earnings volatility, stock price volatility, leverage, average 
market-to-book ratio, institutional ownership, and corporate origin. Yatim (2010) then explained 
that a firm that is proactive in risk management can not only detect fraud but also improve 
financial statement quality (Power, 2004; Wiseman & Bromiley, 1996). In addition, risk manage-
ment can also boost firm performance (Aebi et al., 2012; COSO, 2015; Ghofar & Islam, 2015; 
Pagach & Warr, 2011; B. Simkins & Ramirez, 2008; Wiseman & Bromiley, 1996) as well as the value 
and self-confidence of shareholders (Jensen & Meckling, 1976; Nocco & Stulz, 2006; Rosli et al.,  
2017; Y.-C. Wu et al., 2016).

A firm’s risk management policies are inseparable from its governance policies. This is because 
effective governance policies can reduce moral hazards and wrong decision-making due to information 
gaps between managers, shareholders, and prospective investors (Bushman et al., 2003). In this case, 
the board of commissioners in the firm plays a vital role as it is responsible for the risk management 
and governance policies in place in the firm (Baulkaran & Bhattarai, 2020; Moumen et al., 2016). In 
other words, to realize good governance, the firm is expected to disclose important information, be it 
mandatory or other sensitive information, including risk disclosure.

Prior studies on corporate risk management and governance disclosure can generally be 
mapped into two extremities. The first set of studies by Abdallah et al. (2015), Allini et al. 
(2016), and Elshandidy and Neri (2015) unveiled that corporate governance policies affect firm 
decision in disclosing sensitive information such as firm business risk. Firms with good governance 
tend to disclose their risk information openly. The role of the board of commissioners is of the 
utmost importance, given that risk disclosure policies depend on their discretion (Moumen et al.,  
2016).

Meanwhile, according to the other set of studies by Samaha et al. (2015) and Alsaifi et al. (2020), 
risk disclosure by a firm is not responded to in a positive way by shareholders, who believe that 
risks will increase the costs the firm will have to incur. Costs such as environmental impact 
litigation risks, compliance costs, and costs incurred to improve reputation will arise with the 
increase of risk disclosure. Krishnamurti and Velayutham (2018) stated that sensitive information 
disclosure may create an additional risk source for a firm. Firstly, the management could feed 
competitors with valuable information regarding the firm’s weak points. Secondly, information of 
certain sorts potentially attract the attention of regulators. Thirdly, present and prospective 
investors may react negatively to such information because they feel insecure to invest their 
money to the firm due to too many a business risk..

This research deviates from earlier studies in using some ASEAN countries belonging to the 
ASEAN-4 group (Indonesia, Malaysia, Singapore, and the Philippines) as sample. Singapore was 
chosen to represent developed states, while Indonesia, Malaysia, and the Philippines were to 
represent developing economies. In addition, the four selected nations were adopters of the 
IFRS in financial reporting for the period 2015–2020 (as with the period used in this research).

Additionally, this research may contribute to the existing literature to broaden the knowledge on 
corporate risk management by comparing developed and developing countries in ASEAN. It may 
also serve as a consideration in the determination of activities involved in corporate risk manage-
ment and firm performance.
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2. Literature review
This research used the agency theory as grand theory. Jensen and Meckling (1976) defined this 
theory as a contractual relationship between some people (principals) who are employers of 
another group of people (agents). The agents acting as firm managers are given a mandate by 
shareholders to manage the resources available to improve the shareholder value. Eisenhardt 
(1989) explained that this agency theory arises out from the assumption that as humans’, 
managers would tend to be egotistical in making decisions for their own benefit (self-interest). 
They would also develop a resistant attitude toward the existing risks (risk-aversion). The manage-
ment, on the other hand, is also depicted as a group of individuals driven by a variety of interests 
that put them into susceptibility to internal conflicts. The next assumption is about information: in 
a firm, information is critical. Information that is reliable and relevant will be useful in decision- 
making. Therefore, information is often regarded as a tradeable commodity. With such underlying 
assumptions, and the separation between them, shareholders and the management will be bound 
for conflicts that arise between them. One of the mechanisms to overcome such agency conflicts, 
according to Barnhart and Rosenstein (1998), is to implement good governance.

As it evolves, the agency theory is not only taken to refer to principal–agent conflicts. Schleiver and 
Vishny (1986) described this theory as the problem that arises between majority and minority 
shareholders in a firm, in which case it is feared that the majority shareholders would overcontrol 
the firm policies, allowing them to do expropriation and leading to the making of policies that tend to 
be harmful to the minority shareholders. To protect the interests of the minority shareholders against 
those of the majority shareholders, the firm and the management within must own and implement 
a series of certain mechanisms named good corporate governance (Schleiver & Vishny, 1986).

Jensen and Meckling (1976) identified two ways in which the opportunity for managers to take 
measures that might harm investors can be reduced, one of which is to allow external investors to 
conduct supervision over the management. Oversight might be carried out by investors by setting 
the mechanisms of the board of commissioners’ characteristics. Board of commissioners charac-
teristics play a significant role in encouraging managers to implement risk management and 
internal control effectively (Gordon et al., 2009; Yatim, 2010; Zhang et al., 2007). It is expected 
that the independence of independent commissioners can serve as the most effective means to 
monitor and control managers’ policies and activities. It takes expertise and objectivity for such 
external parties as independent commissioners to control and advise a manager. Therefore, 
independent commissioners are expected to have a greater degree of awareness and objective-
ness to run a superior monitoring function against the corporate internal control and risk manage-
ment (Yatim, 2010).

Independent commissioners are members of a board of commissioners external to the manage-
ment. As independent members of a board of commissioners who are considered to be in no 
relationship with the management, they are hoped to be able to monitor the management more 
objectively. In the context of monitoring and separation of control and decision-making, the 
function performed by independent commissioners are essential to protect the interests of share-
holders (Duchin et al., 2010) because they will permit a greater level of effectiveness in the 
minimization of managers’ opportunistic behavior (Kiel & Nicholson, 2003). The supervisory role 
of the board of commissioners is hoped to be able to push down the agency issues between 
shareholders and the management, and it is for this reason that the market would be inclined to 
favoring the presence of independent commissioners (Lefort & Urzúa, 2008). Besides, independent 
commissioners will offer a counterbalance against managers as internals, preventing them from 
taking advantage of their positions by sacrificing shareholders’ interests (Yunos, 2011). Seen from 
the relationship between majority and minority shareholders, the presence of independent com-
missioners constitutes a good corporate governance mechanism to protect the interests of min-
ority shareholders from majority shareholders’ expropriation. These independent commissioners 
are expected to be more objective in supervising the corporate internal control and risk manage-
ment (Yatim, 2010).
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Yatim (2010) stated that to guard the reputation of a board of commissioners against 
stakeholders, the board of commissioners, which is independent, is inclined to showing that they 
have sufficient competencies in performing their tasks. Therefore, one of the efforts the indepen-
dent board of commissioners would undertake is to intensify risk management activities and to 
disclose what they have done in the implementation of corporate risk management. Not only by 
the independence factor, Ishak & Mohamad (2017) posited that the level of supervision by a board 
of commissioners is also extensively influenced by the quality of the board of commissioners and 
the educational backgrounds of the members of the board of commissioners that could improve 
the business risk management activities at the company. Based on the description above, the 
hypothesis proposed is as follows: 

H1: Board of Commissioners Composition Has an Effect on Corporate Risk Management 
Disclosure (KI)

Female members of a board of commissioners are believed to be able to improve monitoring 
activities, demonstrate a greater level of care in decision-making, and tend to have disinterest in 
risk-taking (K. L. H. Khaw & Liao, 2018). By contrast, their male counterparts have been discovered 
to be bolder in taking risk in decision-making (Byrnes et al., 1999). Brammer et al. (2009) stated 
that the presence of women in a company alludes to two paradigms. From the moral perspective, 
it is said that every firm should embrace equality of women’s and men’s rights. Meanwhile, from 
the business perspective, it is considered that women are capable of improving firm performance. 
In contemporary days, the presence of women in a board also improves the firm reputation in the 
public’s eye (Low et al., 2015). Female board members have also been found to attend meetings 
more diligently than those of the male gender (Adams & Funk, 2012). This indicates that women 
take their duties as members of a board of commissioners more seriously than men. Meanwhile, 
Chen et al. (2016) found that a firm with women in its board structure has lower volatility in future 
performance. In addition, it has also been proven that the presence of women in a board 
promotes effectiveness in risk management. Therefore, this study developed the following 
hypothesis: 

H2: Female Commissioners Has an Effect on Corporate Risk Management Disclosure (KW)

Based on the agency theory, the effectiveness of meeting frequency held by a board of commis-
sioners could improve the firm performance (Yakob & Hasan, 2021). In meetings, board members 
discuss and look for solutions to the existing agency problems. As reported by Correia and Lucena 
(2020), the increase in board meeting frequency could improve the coordination, communication, 
and relationship between board members.

Al-Najjar (2010) and Chou et al. (2013) argued that the meetings attended by board members 
could improve the firm performance. This is because these meetings could enhance the control 
mechanism against the management to maximize shareholder wealth. Additionally, Elamer et al. 
(2018) found that there was a negative correlation between board meetings and risk taking. This 
would mean that the higher the meeting frequency held by the board the lower the risk-taking 
behavior in decision-making. DeZoort et al. (2002) even indicated that meeting frequency was 
inversely proportional to financial reporting problems. Good-quality financial statements are found 
in companies that regularly hold board meetings.

The results of the study by Yatim (2010) unveiled that the meeting frequency and compe-
tencies of a board of commissioners were positively correlated with the formation of a risk 
management committee separately from the formation of an audit committee. A high meeting 
frequency could improve the board members’ understanding of the existing risks and how to 
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manage such risks. The board of commissioners also make efforts to show good performance and 
reputation to shareholders. Therefore, to be answerable for the shareholders’ trust in them, the 
frequency of the meetings held by the board would be disclosed in the firm’s annual report. Based 
on the description above, the following hypothesis is proposed: 

H3: Board of Commissioners Meeting Frequency Has an Effect on Corporate Risk Management 
Disclosure (FR)

An audit committee is a monitoring system largely contributing to the effectiveness of 
a firm’s internal control and risk management systems. Dionne and Triki (2005) conducted 
research on a new corporate governance act called Sarbanes-Oxley, which sets an additional 
requirement of the composition and accounting and financial knowledge backgrounds of audit 
committee members. This research found that the requirement regarding the audit committee 
composition and independence was useful to shareholders. It is mandatory that the audit com-
mittee make the right decisions in order to be able to reinforce the firm internal control system. 
Therefore, expertise and educational backgrounds are extremely important to support the audit 
committee’s decision-making abilities. Auditor independence was also identified to have a positive 
relationship with firm internal control and risk management (Dionne & Triki, 2005). Based on the 
description above, the following hypothesis is proposed: 

H4: Independent Audit Committee Composition Has an Effect on Corporate Risk Management 
Disclosure (KAI)

Aside from independence, another audit committee factor that contributes to the sound 
running of an internal control system is the knowledge background of the audit committee 
members (Dionne & Triki, 2005). Zhang et al. (2007) identified weak internal control more with 
a firm that has an audit committee lacking in accounting and financial expertise. The research by 
Dionne and Triki (2005) also successfully proved that a financially knowledgeable audit committee 
would be able to improve a firm’s risk management, thereby improving the firm’s performance. 
Based on the description above, the following hypothesis is proposed: 

H5: Audit Committee Members’ Expertise Background Has an Effect on Corporate Risk Management 
Disclosure (KABF)

The presence of an external auditor is a crucial component in firm internal control and risk manage-
ment. The quality of the external auditor employed by a firm would influence the effectiveness of the 
firm’s internal control. Doyle et al. (2007) in their research stated that a firm’s employment of a well- 
reputed external auditor would lower the likelihood of financial reporting and internal control problems. 
According to Cohen et al. (2004), the employment of big-four auditors would drive up the mechanism of 
internal control quality for the better. In general terms, big-four auditors have the ability to influence the 
internal control system of a client by making recommendations of system improvement and firm internal 
control design (Subramaniam et al., 2009).

A firm internal control system is part of the risk management mechanism undertaken by a firm. 
Subramaniam et al. (2009) stated that the risk management activities of a firm must be disclosed to 
improve the firm’s reputation in the stakeholders’ eyes. This is necessary to maintain the auditing quality 
and protect the firm reputation. Based on the description above, the following hypothesis is proposed: 

H6: External Auditor Quality Has an Effect on Corporate Risk Management Disclosure (KAE)
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3. Research methods

3.1. Research Population and Sample
This research is a quantitative study that used data from firm financial statements and annual 
reports. This research on the effect of corporate governance on corporate risk management 
disclosure used research objects of firms listed on Stock Exchanges (of Indonesia, Malaysia, 
Singapore, and the Philippines) and belonging to the Best 40 ASEAN Star index within the 5-year 
observation period 2015–2020, totaling 160 firms or 800 observations as sample. Data were 
collected from annual reports published on the websites of the Indonesia Stock Exchange, 
Singapore Stock Exchange, Malaysia Stock Exchange, and the Philippines Stock Exchange as well 
as from the websites of the companies selected as samples.

3.2. Measurement of the Variable Corporate Risk Management Disclosure
An adequate risk management system must meet certain requirements for it to be reliable to support the 
success of the firm’s risk management implementations (Tjahjadi, 2011). COSO (2015) stated that a firm’s 
risk management must possess an element—risk disclosure—as an indication that the firm has performed 
overall corporate risk management. Therefore, this research employed business risk disclosure as an 
indication of the management have practiced corporate risk management through disclosure in annual 
reports as a proxy. The criteria for a firm to be considered to have disclosed risk details as an indication that 
it has conducted risk management activities are as follows (Schleiver & Vishny, 1986):

(1) Risk is anything adversely impactful or harmful to the firm and anything containing uncertainty.

(2) Sentences or descriptions considered risk disclosure are if users of company report are 
provided with information about opportunities or prospect or about risk, dangers, losses, 
and obstacles or will impact the company in the future.

(3) The risk disclosure must be explicit.

(4) If the disclosure was too vague to be identified, it would not be considered as risk disclosure.

3.3. Measurement of Corporate Governance Variables
The corporate governance variables in this research used a proxy named Good Corporate 
Governance Scoring Index, that was represented by board of commissioners composition, audit 
committee composition and expertise background, external auditor quality, and board of commis-
sioners meeting frequency. According to Gwenda and Juniarti (2013), the higher the Good 
Corporate Governance Scoring Index score the better the corporate governance implementation. 
Better corporate governance implementation itself, in turn, will result in higher firm values.

In this research,two components of corporate governance criteria—board of commissioners compo-
sition and board of commissioners meeting frequency— serve as a basis for assessing whether a firm 
has implemented good corporate governance. All information related to the composition of the board of 
commissioners and the frequency of meetings is obtained from disclosures made by the company 
through the published annual report. Firms with good governance assessment were to be assigned with 
index score 1. In contrast, those that did not implement good governance were to be assigned index 
score 0 in every component of corporate governance criteria. Afterward, in every variable, the degree to 
which the governance criteria had been fulfilled by the firms was quantified in percentage. Higher 
percentages indicated that the firms had been better in implementing corporate governance.

3.4. Data Analysis Techniques
This research used a regression analysis technique with the IBM SPSS statistical application version 20. 
The regression analysis carried out here went through two stages: (1) multiple regression analysis stage 
involving all ASEAN research data and (2) regression analysis stage involving each ASEAN country that 
was selected as this research’s object. The results from the first-stage analysis were used to inform the 
research hypotheses decision- 
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making.Then the resulty of the second-stage analysis-regression of each country-were used to enrich the 
first-stage analysis.

In the first stage of analysis, this research examined how corporate governance affected the risk 
management implemented in a firm. Below is the regression equation formula employed in this research:

1Þ ManRiskit ¼ αþ β1:KIit þ β2:KWit þ β3:FRit þ β4:KAIit þ β5:KABFit þ β6:KAEit þ ε 

In the second-stage analysis, this research examined two points: (a) how corporate governance 
affected the risk management implemented in a firm in each country and (b) how risk management 
affected firm performance, as reflected by the natural logs of share price, earnings per share, book 
value per share, and operating cash flow per share. The analysis in stage 2a used the same regression 
model as in the analysis in stage 1, while the regression model for the analysis in stage 2b is shown in 
figure 1. Below are the regression equations used in the second stage of analysis in this research:

3.5. 2) Examination in each ASEAN country serving as an object in this research

a: ManRiskit ¼ αþ β1:KIit þ β2:KWit þ β3:FRit þ β4:KAIit þ β5:KABFit þ β6:KAEit þ ε 

b: In Pr iceit ¼ αþ β:ManRiskit þ ε
In EPSit ¼ αþ β:ManRiskit þ ε
In BVSit ¼ αþ β:ManRiskit þ ε
In CFOSit ¼ αþ β:ManRiskit þ ε 

where

ManRiskit = Risk managmenet disclosure of firm i in period t

α = Constant

β = Regression coefficient

KIit = Independent commissioners percentage at firm i in period t

KWit = Female commissioners percentage at firm i in period t

FRit = Meeting frequency at firm i in period t

KAIit = Percentage of independent audit committee members at firm i in period t

KABFit = Percentage of audit committee members with accounting/financial background or 
expertise at firm i in period t

KAEit = External auditor quality of firm i in period t

ln Priceit = Natural log of share price of firm i in period t

ln EPSit = Natural log of earnings per share of firm i in period t

ln BVSit = Natural log of book value per share of firm i in period t

ln CFOSit = Natural log of operating cash flow per share of firm i in period t

ε = Error term
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4. Research results and discussion
Hypothesis testing in this study was carried out in stage 1 analysis with multiple regression analysis 
on six independent variables and one dependent variable. Before interpretingthe regression analysis 
result , the regression model was confirmed to have fulfilled all the required classical assumption 
tests. Therefore, ased on the results of classical assumption testing, the model formed in this study 
has fulfilled all the assumptions as presented in Table 1 below.

After confirming that the regression model has met all the required classical assumption tests, 
the analysis is continued on the interpretation of the regression results. Stage 1 analysis will be 
used for research hypothesis decision-making. The following are the results of the regression of 
corporate governance variables on corporate risk management,summarized in Table 2. Based on 
the results in Table 2, from 6 (six) corporate governance variables, there are 4 (four) variables show 
a positive influence on corporate risk management.

This research developed a regression model to explain corporate governance variables’s roles in 
risk management. Table 1 shows the results of the regression analysis of the relationships of 
governance variables to risk management in four ASEAN countries (Indonesia, Singapore, Malaysia, 
and the Philippines) as a whole. Based on those results, the four variables that had positive effects 
on corporate risk management were independent commissioners’ composition with a coefficient 
of 0.059 (sig. 0.002), meeting frequency with a coefficient of 0.064 (sig. 0.031), audit committee 
members’ expertise background with a coefficient of 0.456 (sig. 0.002), and external auditor 
quality with a coefficient of 0.136 (sig. 0.014). The R-squared value of this regression equation 
was 5.4% (0.054), reflecting that the research'’s governance variables made up only a small share 
of a large group of variables that affect corporate risk management.

Table 1. Summary of Classical Assumption Test Results
Test Type Asumption Test Result
NormalityKolmogorov- 
Smirnov Test

Residual data is said to 
have a normal 

distribution if the value 
of Asymptotic 

significance 2-tailed 
higher than i 0.05

Asymp. Sig 
2-tailed = 0.065

Meet the normality 
assumption

Multicollinearity The regression model is 
said to have no 
collinearity between 
independent variables if 
the value of the 
variance inflation factor 
(VIF) is less than 10.

The VIF value for all 
variables in the model is 
< 10 so that it can be 
stated that there is no 
multicollinearity.

Meet the 
multicollinearity 

assumption

Table 2. Regression Analysis of the Effect of Corporate Governance on Risk Management
All Data Regression ManRisk Sig. 2 Tailed Hypothesis Testing
KI 0.059** 0.002 H1 Accepted

KW −0.041 0.703 H2 Not Accepted

FR 0.064* 0.031 H3 Accepted

KAI 0.350 0.108 H4 Not Accepted

KABF 0.456** 0.002 H5 Accepted

KAE 0.136* 0.014 H6 Accepted

Adjusted R Square 0.054 0.000

** Correlation is significant at the 0.01 level 
* Correlation is significant at the 0.05 level 
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This research also conducted a Pearson’s correlation test to strengthen the data analysis results. 
The results are presented in Table 3.

Pearson’s correlation test indicated that relationships existed between independent commis-
sioners, meeting frequency, independent audit committee, and external auditor quality and cor-
porate risk management. Two variables were found inconsistent: independent audit committee 
and audit committee members’ backgrounds in accounting or finance. This finding might be 
attributed to the R-squared value obtained as presented in Table 1, that is, 5.4% (0.054), which 
reflects that the governance variables in this research were only a small part of all the variables 
affecting corporate risk management. Such a small size of the effects of the governance variables 
on corporate risk management led to inconsistencies in the Pearson’s correlation testing, as is 
reflected in Table 2. Therefore, the discussion of each hypothesis in this research is to be based on 
the regression analysis results provided in Table 1.

4.1. The effect of corporate governance on corporate risk management in ASEAN
In business, risk management is crucial. By managing risks, a firm will be able to sustain its 
existence and generate profits as desired, thereby winning shareholders’ confidence (Ghofar & 
Islam, 2015). In today’s time, risks might be identified across a variety of fields, such as technol-
ogies, finance, and human resources, among others. Good risk management would maximize the 
firm’s competitive advantage and minimize the negative impacts of the existing risks. Meanwhile, 
risks might cause the firm to sustain significant losses if they are not well managed. Therefore, 
shareholders would pay greater attention to the management’s abilities to manage risks.

Table 3. Pearson’s Correlation Test of Corporate Governance and Risk 
Management
Correlations

KI KW FR KAI KABF BIG4 ManRisk
KI Pearson Correlation 1.00 0.21 0.10 0.58 0.39 0.36 0.20

Sig. (2-tailed) 0.00 0.01 0.00 0.00 0.00 0.00

N 641 641 641 641 641 641 641

KW Pearson Correlation 0.21 1.00 0.06 0.14 −0.10 −0.01 0.05

Sig. (2-tailed) 0.00 0.13 0.00 0.01 0.88 0.19

N 641 641 641 641 641 641 641

FR Pearson Correlation 0.10 0.06 1.00 0.31 0.19 −0.20 0.08
Sig. (2-tailed) 0.01 0.13 0.00 0.00 0.00 0.04

N 641 641 641 641 641 641 641

KAI Pearson Correlation 0.58 0.14 0.31 1.00 0.56 0.09 0.13
Sig. (2-tailed) 0.00 0.00 0.00 0.00 0.02 0.00

N 641 641 641 641 641 641 641

KABF Pearson Correlation 0.39 −0.10 0.19 0.56 1.00 0.25 0.00

Sig. (2-tailed) 0.00 0.01 0.00 0.00 0.00 0.93

N 641 641 641 641 641 641 641

KAE Pearson Correlation 0.36 −0.01 −0.20 0.09 0.25 1.00 0.12
Sig. (2-tailed) 0.00 0.88 0.00 0.02 0.00 0.00

N 641 641 641 641 641 641 641

ManRisk Pearson Correlation 0.20 0.05 0.08 0.13 0.00 0.12 1.00

Sig. (2-tailed) 0.00 0.19 0.04 0.00 0.93 0.00

N 641 641 641 641 641 641 641
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4.2. The effect of independent commissioners composition on corporate risk management in 
ASEAN
Overall, as revealed by the regression results, the corporate governance variables in this research 
had significant relationships with risk management. With regard to independent commissioners, 
the regression coefficient obtained was 0.059 (sig. 002), showing that the presence of independent 
commissioners in a firm played a critical role in promoting risk management activities. Firms that 
engaged in corporate governance activities were found to have better quality in risk disclosure 
than those that did not implement good corporate governance. Good-quality risk disclosure would 
reduce information asymmetry between majority and minority shareholders.

Of course, excellent risk disclosure policies are influenced by the existing board of commis-
sioners. The board is demanded to improve risk disclosure by shareholders, who have the capacity 
to compel the board to do the job of supervising the management (Abdallah et al., 2015). 
Elshandidy and Neri (2015) opined that good governance is a vital factor in improving risk 
disclosure, both mandatory and voluntary.

Firms with good governance were also discovered to generate more informative risk statements 
than those with poor governance (Allini et al., 2016). Although their role in the technical, daily 
affairs of business is considered insignificant, their role of the board of commissioners in the 
appointment and dismissal of the existing board of directors is of utmost significance. The board 
of commissioners also determines the composition, expertise, and gender of the board of directors 
existing in a firm (Duchin et al., 2010). The effectiveness of risk management disclosure activities 
depends on the existing board composition. The variety of board composition in the firm is 
a significant consideration in risk disclosure. The varity of board composition in gender, educational 
background, and age was found to be able to improve the existing risk disclosure.

4.3. The effect of board of commissioners female composition on corporate risk 
management in ASEAN
A diverse board of commissioners is believed to promote the performance of a firm. It is believed 
that the presence of female members on a board of commissioners could improve the effective-
ness of the board’s performance as well as its accountability and transparency (Allini et al., 2016; 
Enofe et al., 2013). In addition, female composition could also enhance the mechanism of the 
supervisory function, which could prevent the firm from sustaining any losses and boost its overall 
performance (Campbell & Vera, 2008).

Board of commissioners’ role effectiveness is required to minimize conflicts between stake-
holders that carry with them complex interests. A governance mechanism that presents board 
of commissioners female composition, relevant competencies, and age diversity would invite good 
prospects and improve risk disclosure (Allini et al., 2016). Gul et al. (2011) stated that the presence 
female members on the board of commissioners would also sway the firm into disclosing private 
information.

However, the results of this study did not prove the proposition that the presence of female 
board members would upgrade control mechanism and risk management activities. The regres-
sion results depicted an insignificant, negative relationship with a coefficient of −0.041 (sig. 0.703). 
This indicates that the increased corporate governance activities with the presence of female 
members on the board of commissioners did not affect risk management disclosure.

An explanation to this finding is that there were fewer female members on the board of 
commissioners than their male counterparts in the firms observed. Therefore,the involvement of 
female members in the board could not influence the decision-making process significantly (Allini 
et al., 2016). This is because, when women are on the board, in most cases they are a small part of 
the board that is not significant enough to make influenced the decision-making (Allini, Macchioni, 
Rossi, 2014). This notion that female and male members of board of commissioners were divergent 
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in their competencies was rooted in the opportunity unbalance between men and women at the 
top level in a firm. This results in less experience on the women’s part than men’s and eventually 
a decline of women’s role in decision-making (Nielsen & Huse, 2010).

Another explication for this finding would be that female members on the board of commis-
sioners are psychologically not risk. This results in the firm’s tendency to disclose less of its risk 
profile. Female board members would find it distasteful if the risk profile published would invite 
negative responses from shareholders. Moreover, it is also feared that excessive risk disclosure 
could expose confidential information to exploitation by other firms.

4.4. The Effect of Board Meeting Frequency on Corporate Risk Management in ASEAN
The board of commissioners behavior is an important concern to shareholders. Board meeting 
frequency, board preparation prior to a meeting, and dialog frequency between executive and 
non-executive boards are a reflection that the board of commissioners has run its supervisory 
function well (McNulty et al., 2013). Najjar (2010) posited that a firm with a good governance 
mechanism would tend to have a good control mechanism as well, and to realize good control, 
the board of commissioners would increase the meeting frequency for coordination relating to 
the existing issues and risks. This study supports for the argument that the higher the meeting 
frequency held by the board of commissioners the more intensive the risk management 
activities are, as shown by a coefficient of 0.064 (sig. 0.031). This suggests that without an 
appropriate and effective supervisory function of the board, managers would tend to make 
policies that put the firm at considerable risk without careful consideration (Elamer et al., 2018; 
Soi et al., 2021). In addition, a high meeting frequency would allow sufficient time for the 
members of the board of commissioners to review the risk profile of the policies made by the 
board of directors (Soi et al., 2021). Meanwhile, Yakob and Hasan (2021) stated that the 
interaction between information disclosure and board of commissioners meeting frequency 
indicates the effectiveness of the role of the board of commissioners and firm performance 
improvement. Therefore, it is concluded that the increase of the board of commissioners 
meeting frequency would increase the effectiveness of the board’s monitoring role. In turn, 
the likelihood of the board to perform risk disclosure to show their performance to stakeholders 
would also increase.

4.5. The Effect of Independent Audit Committee on Corporate Risk Management in ASEAN
An independent audit committee refers to audit committee members who are unaffiliated to 
a firm. The presence of independent audit committee members is expected to enhance the 
independence and supervisory role as well as the internal control of a firm. With regard to risk 
management disclosure, the results of the study by Tao and Hutchinson (2013) unveiled that the 
effectiveness of audit committee role could increase the effectiveness of firm risk management 
communica However, did not prove the notion that independent audit committee could increase 
risk management disclosure activities, as shown by a coefficient of 0.350 (sig. 0.108). These results 
supported the findings by Felo et al. (2003) findings. The governance guidance in ASEAN countries 
sets out that all audit committee members must be of a financial and accounting knowledge 
background so that they could assume the role of assistance for the board directors in ensuring 
that the financial statements presented are reasonable and in accordance with prevailing regula-
tions (Ghofar & Islam, 2015).

For this reason,an audit committee, independent or non-independent, would be focused more 
on risks that are related to finance and financial statements. However, Fraser and Henry (2007) 
stated that the knowledge of finance and financial statements possessed by an audit committee is 
not enough for managing all risks faced by the firm. As conveyed by some directors, the business 
risks faced by a firm are complex and are not limited to financial terms; many risks are in fact non- 
financial. Fraser and Henry (2007) showed their support for the idea that risk management 
function is carried out by people of varied knowledge backgrounds.
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The Effect of Audit Committee Members with Accounting or Financial Expertise Background on 
Corporate Risk Management in ASEAN

Empirical studies support that an audit committee member withan accounting or financial 
expertise background would tends to improve internal control and financial statement quality 
(Ghofar & Islam, 2015; Krishnan, 2005). The study by Dionne and Triki (2005) stated that corporate 
risk management must be handled by individuals with financial and accounting backgrounds, who 
were expected to be able to increase the effectiveness of risk management. Those findings agreed 
with the proposition that the presence of an audit committee member of financial or accounting 
background would increase firm risk disclosure activities, which here scored a coefficient value of 
0.456 (sig. 0.002). Internal control, risk management, and governance are interconnected (Ghofar 
& Islam, 2015). The appointment of an audit committee as part of a supervisory system is 
perceived to contribute to the implementation of internal control and risk management. As stated 
by Zhang et al. (2007), most firms with poor internal control are identified to have audit committee 
members whose accounting and financial expertise is also poor.

4.6. The Effect of External Auditor Quality on Corporate Risk Management in ASEAN
External audit quality is inextricably linked to firm internal control and risk disclosure (Zhang et al.,  
2007). Internal control risk is part of the responsibility of an external auditor in identifying flaws 
within a firm (Arens et al., 2011). External auditor quality is often associated with big-four auditors 
(Ghofar & Islam, 2015). The results of this research support the argument that external audit 
quality reinforces risk management activity, with a coefficient of 0.136 (sig. 0.014). In additoin, 
they also tend not to want to damage a good reputation in eyes of the public, and then they will 
always maintain the quality of the work they produce. Therefore, the quality of external audits can 
guarantee internal control and risk management for better internal control of a company. Thus, 
external audit quality could ensure better internal control and risk management in a firm (Ghofar & 
Islam, 2015).

4.7. The Effect of Corporate Governance on Corporate Risk Management in Each ASEAN 
Country
In this advanced analysis stage, the research would examine two points: (a) how corporate 
governance affected the risk management performed by the firms in each country and (b) how 
risk management affected firm performance. This was intended to explore and analyze to 
a greater depth the effect of corporate governance on corporate risk management and its relation-
ship to firm performance.

Based on the analysis results presented in Table 4, the effect of corporate governance on risk 
management in some states in ASEAN turned out to be varied.

Independent board of commissioners composition and external auditor quality in the firms in 
Malaysia, Indonesia, the Philippines, and Singapore had no effects on corporate risk management. 
Upon in-depth examination on the firms in each country, it is clear that independent board of 
commissioners composition and external audit quality did not affect corporate risk management. 
Such a diversion in results was attributable to the R-squared value of 5.4% (0.054) (see, Table 5), 
which reflected that the governance variables in the firms in the four ASEAN countries studied 
constituted a small part among the whole variables affecting corporate risk management. As 
a result, when testing is carried out in each country, the influence between variables is not visible 
and inconsistent with the overall regression test.

Board of commissioners female composition also showed differing results in the four countries 
studied. It demonstrated a negative effect on corporate risk management in Malaysia, but in the 
remaining three countries it showed no effect on corporate risk management. In the Malaysian 
context, female commissioners also demonstrated a negative effect in the relationship between 
governance and risk management with a coefficient of −0.615 (sig. 0.054). This finding confirmed 
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the argument that has its basis on the finding of Khaw & Liao (2018), who examined gender 
diversity in a board and the monitoring mechanism undertaken in the Malaysian context. 
According to that study, female board members were predisposed to be more active in performing 
supervision, but they were not risk-takers. They tended to put on a more careful behavior. 
Therefore, they were averse to taking risk to disclose risks openly. They would find it undesirable 
if the risks exposed would invite negative responses from shareholders and if the firm confidential 
information became open for exploitation by competitors. On the other hand, in support of the 
findings by Ong Yiu et al. (2017) and Firdaus and Adhariani (2017), the results in three other 
countries revealed that the female ratio in a board did not influence both firm policies and risk- 
taking behavior. Firms in the Philippines run on the basis of social and gender equality as well as 

Table 4. Regression Testing on the Effect of Corporate Governance on Risk Management
Malaysia Indonesia The Philippines Singapore

Risk Management—ManRisk 
(Sig.)

KI 0.549 
(0.216)

1.216 
(0.418)

−1.125 
(0.362)

−0.259 
(0.699)

KW −0.615* 
(0.054)

0.624 
(0.746)

1.175 
(0.480)

0.164 
(0.607)

FR 0.038*** 
(0.000)

0.078*** 
(0.000)

0.066* 
(0.089)

0.909*** 
(0.000)

KAI −0.463 
(0.116)

2.141* 
(0.096)

5.103*** 
(0.000)

0.034 
(0.956)

KABF −0.708*** 
(0.000)

0.018 
(0.983)

0.828 
(0.790)

−1.592*** 
(0.002)

KAE 0.199 
(0.149)

0.458 
0.464)

0.053 
(0.901)

-

Adjusted 
R-Squared

0.173 0.171 0.163 0.136

Table 5. Regression Testing on the Effect of Risk Management on Firm Performance
REGRESSION 2 Ln_Price Ln_EPS Ln_BVS Ln_CFOS

Malaysia
ManRisk −0.095 −0.263 −0.226 −0.253*
Sig. 0.362 0.113 0.206 0.052

Adjusted R Square 0.000 0.010 0.003 0.018

Indonesia
ManRisk 0.003 −0.071 −0.108 −0.096

Sig. 0.926 0.511 0.291 0.361

Adjusted R Square −0.006 −0.003 0.001 −0.001

The Philippines
ManRisk 0.039 0.220*** 0.372** 0.186

Sig. 0.715 0.000 0.033 0.246

Adjusted R Square −0.005 0.159 0.022 0.002

Singapore
ManRisk 0.023 0.045* 0.057 0.044

Sig. 0.301 0.095 0.115 0.354

Adjusted R Square 0.000 0.011 0.009 0.000
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other moral and ethical reasons (Ong Yiu et al., 2017). Meanwhile, in the Indonesian case, the 
female ratio in the board was low, causing female board members to be unable to overtake their 
male counterparts in role (Firdaus & Adhariani, 2017).

As for board of directors meeting frequency, testing in each country yielded the same result, that 
is, it had a positive effect on corporate risk management. High meeting frequencies were proven to 
be able to improve corporate risk management in Malaysia, Indonesia, the Philippines, and 
Singapore with coefficients of 0.038 (sig. 0.000), 0.078 (sig. 0.000), 0.066 (0.000), and 0.909 (sig. 
0.000), respectively. This finding confirms a number of previous studies, which also found that 
board meeting frequency had a positive effect on firm risk management disclosure. Well-organized 
board meeting frequency reflected board effectiveness and diligence and eventually boosted firm 
disclosure (Khan et al., 2020; Laksmana, 2008).

The independent audit committee, however, yielded varying results across the four countries 
studied. In Indonesia and the Philippines, independent audit committee showed a positive effect 
on corporate risk management, but in Malaysia and Singapore, this variable did not have any 
significant effect on corporate risk management. Audit committee independence had a role in firm 
information disclosure in terms of financial statements review and supervision as well as other 
firm disclosure (Utami et al., 2021). The test results for Malaysia and Singapore supported the 
findings by M. Abdullah et al. (2017), which showed that audit committee independence signifi-
cantly affected firm risk management disclosure. This study revealed that the audit committee had 
an active contribution to the improvement of firm risk management disclosure in Malaysia, but in 
specific, the independence character of the audit committee did not influence the firm risk 
management disclosure. This is because the independent audit committee did not take any direct 
part in the firm business process, and neither did it have a sufficient information source for it to 
have any knowledge of the firm risk management activity (Ismail & Abdul Rahman, 2011).

The variable audit committee members with financial or accounting background also produced 
varying results in the four countries under study. In Malaysia and Singapore, this variable had 
a negative effect on corporate risk management, while in Indonesia and the Philippines it did not 
have any effect on corporate risk management. This agrees with the results of the study by 
Abdullah et al. (2017), who investigated into the effect of audit committee members’ expertise 
background on voluntary risk management disclosure in the context of Malaysia. That study 
assumed that this might be because the competencies of the audit committee members were 
focused on finance and financial statements, whereas strategical and operational risk information 
tended to be overlooked since they were considered difficult to measure and report quantitatively 
(Cabedo & Tirado, 2004).

The testing on the data of each country was followed up by the testing of the effect of risk 
management on firm performance. This was conducted by measuring earnings per share, book 
value per share, and operating cash flow per share. Table 4 reveals that risk management had 
a negative effect on operating cash flow per share. This indicates that in the case of Malaysia, the 
higher the level of risk management the lower the firm performance. In Malaysia, although 
independent risk management committee could influence ROI, the activity and hard work of the 
board were not responded to too well by the market (S. N. Abdullah, 2016; Rosli et al., 2017). This 
finding apparently confirms the studies by Samaha (2015) and Alsaifi et al. (2020), which revealed 
that risk disclosure was negatively responded to by shareholders. They were of the view that 
advanced risk disclosure would increase the costs a firm had to incur instead. In Malaysia, policies 
related to risk management were still considered new, so the considerable costs incurred to 
manage risk had yet to produce significant benefits for the performance of firms in Malaysia 
(M. H. S. B. Abdullah et al., 2017).

A different result was yielded in the case of Indonesia. Table 4 shows that risk management had 
no effect on all firm performance variables. This indicates that in Indonesia, risk management 
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a firm conducted, whether it be low or high, did not have any effect on firm performance. 
Meanwhile, data analysis results showed that in the Philippines and Singapore, risk management 
positively influenced firm performance indicators. The results for the Philippines in Table 4 show 
that risk management positively affected earnings per share and book value per share. This 
indicates that in the Philippines, the higher the level of risk management the higher the firm 
performance. As for Singapore, a positive effect of risk management was observed on earnings per 
share. This indicates that in Singapore, the higher the level of risk management the higher the firm 
performance, too.

4.8. Risk Management and Firm Performance during the Pandemic Crisis in 2019–2021
An additional analysis was carried out in this research to compare the average performance during 
the research period, which coincided with the global COVID-19 outbreak. The COVID-19 pandemic 
has been indubitably impactful to the entire world, including in the economic sector. According to 
a survey by the Economic Research Institute for ASEAN and East Asia (ERIA), virtually all firms 
within the ASEAN region have been negatively impacted by the COVID-19 pandemic (ERIA, 2020). 
This survey reported that 75% of the firms faced a significant decline in sales. This sales decline 
was the result of a 79% nosedive in demand. The crisis condition resulted also left an impact on 
the capital market in Indonesia. On 24 March 2020, the IDX Composite was recorded to plunge to 
a rate of 3.975. Charts of firm performance in the four ASEAN countries studied in the period 2019– 
2021 are presented in Figure 2.

According to Figure 1, the declining trends experienced by the four ASEAN countries studied 
were of two different types. Singapore and Malaysia faced a slump at the introduction of the 
COVID-19, that is, late in 2019 and early in 2021. However, over the year 2021 both countries 
demonstrated recovered firm performance (EPS) and bounced back. On the other hand, the plumet 
taking place in Indonesia and the Philippines in 2020 prolonged to 2021. An explanation for this 
would be that Malaysia and, particularly, Singapore are ASEAN countries that are at the forefront in 
economic recovery in the aftermath of the COVID-19 outbreak (Bohmer, 2020; Teo, 2020).

The shift into a new normal could open up the opportunity for emerging risks or increase the 
likelihood of existing risks coming into reality. In such a crisis condition, it is crucial to pay attention 
to risk management in a firm’s policies (D. D. D. D. Wu et al., 2014; J. Wu & Wu, 2014), in which 
case the firm is expected to manage uncertainties in order to minimize negative impacts. This 

Figure 1. Firm Performance 
(EPS) Charts in ASEAN Countries 
in 2019–2021.
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argument is backed by the analysis results of this study, which showed a drastic performance spur 
in Singapore with the highest risk management average among the four countries (Figure 2).

The average risk management of firms in Singapore hovered around 9.08 over the last three 
years, and the highest disclosure value scored was 25 disclosure points. This is in parallel with the 
World Development Report 2014 statement that effective risk management would give a firm 
resistance against adverse events such as disasters and give it the ability to take advantage of the 
existing development opportunities (World Bank, 2013b, 2013a, 2013c). Therefore, it is concluded 
that risk management is a critical point to consider in a firm’s policies.

4.9. Conclusions
This study investigated the effect of corporate governance on risk management activity and the 
role of risk management in improving firm performance in four ASEAN countries, namely 
Singapore, Malaysia, Indonesia, and the Philippines. This research observed firms in the four 
countries that belonged to the Best 40 ASEAN Star category within the period 2015–2021. Two 
examination stages were involved in this study. Firstly, the effects of corporate governance 
variables on risk management were examined across all countries (Singapore, Malaysia, 
Indonesia, and the Philippines) by measuring the risk disclosure in annual reports. Secondly, the 
effects of corporate variables on risk management and the effect of risk management on firm 
performance were examined per country (Singapore, Malaysia, Indonesia, and the Philippines).

In the first stage of this study, it was found that female commissioners were negatively 
influential to risk management disclosure. Independent audit committee was also found to have 
no significant effect in this research. Meanwhile, independent commissioners, board of commis-
sioner meeting frequency, audit committee members with accounting and financial backgrounds, 
and external auditor quality were discovered to have significant effects on risk management.

In the second stage, varying results were obtained from the examination of governance vari-
ables and risk management for each country. Independent board of commissioners composition 
and external auditor quality in the firms in Malaysia, Indonesia, the Philippines, and Singapore did 
not affect corporate risk management. Board of commissioners female composition also demon-
strated diverse results across the four countries studied. It had a negative effect on corporate risk 
management in Malaysia, but in the other three countries, it showed no effect. However, board of 
directors meeting frequency in each country shared the same result, that is, it had a positive effect 
on corporate risk management. As for independent audit committee, the results for each country 
was different. In Indonesia and the Philippines, independent audit committee positively affected 
corporate risk management, while in Malaysia and Singapore it had no significant effect. Audit 
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committee with financial or accounting background also yielded varying results throughout the 
four countries studied. It had a negative effect on corporate risk management in Malaysia and 
Singapore and did not have any effect in Indonesia and the Philippines.

In an added analysis, this study also looked into firm performance as measured using EPS in 
ASEAN countries (Singapore, Malaysia, Indonesia, and the Philippines) before the 2019–2020 crisis 
and during the crisis brought about by the COVID-19 pandemic. From 2019 until early 2020 the 
four countries saw declined performance, but from late 2020 until 2021 Singapore went ahead of 
Malaysia, Indonesia, and the Philippines in recovery in the EPS indicator.

Nevertheless, the findings of this research are still in need of validation from advanced studies. 
More detailed measurement of governance in aspects such as female board members’ age, expert 
backgrounds of members of board of commissioners, and shareholders’ rights most probably will 
yield different results. In addition, due to the two existing assumptions that risk management 
disclosure activity might be responded to as either extra cost or investment, performance mea-
surement using Return on Investment (ROI) in future research may confirm the results of this 
study. Lastly, the risk management activity in this research was measured using the risk disclosure 
in annual reports, and the quality of such measurement was overlooked. Measurement of risk 
disclosure quality in future research would add to the understanding of the relationship between 
variables.
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