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1. Introduction
Over the last decade, enterprise risk management (ERM) has emerged as a significant tool
for transforming risk management from a peripheral technical instrument into a
company-wide and integrated process (Mikes, 2009; Power, 2007; Woods, 2009;
Arena et al., 2011). This trend has emerged since the early 2000s, yet it gained wider
diffusion in 2004 when the Committee of Sponsoring Organisations of the Treadway
Commission (COSO, 2004) formally defined a reference framework, introduced as follows:

Enterprise Risk Management is a process, effected by an entity’s board of directors,
management and other personnel, applied in strategy setting and across the enterprise, designed
to identify potential events that may affect the entity, and manage risks to be within its risk
appetite, to provide reasonable assurance regarding the achievement of the entity’s objectives.

The COSO framework emphasizes the potential of ERM to enhance performance
management by relating risk management to organisational objectives (Woods, 2008;
Power, 2009). These indications were followed by a number of practitioners who
attempted to demonstrate the value-enhancing role of ERM for achieving better
corporate performances (Sobel and Reding, 2004; Beasley et al., 2006; Lam, 2006).
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Also the consulting and advisory industries have actively accentuated the link between
ERM and performance management, presenting them as two related and synergic
processes (Ernst & Young, 2005; PWC, 2009; McKinsey, 2010), as emerges from the
following quote:

Enterprise risk management and enterprise performance management are really two sides of
the same coin. To achieve balance between the two, companies must fully integrate risk
management with their operating model, performance goal and decision making frameworks
(www.accenture.com).

The nature and the goals of performance management show similarities and
connections to those of risk management (Collier and Berry, 2002; Ferreira and Otley,
2009; Ojiako, 2012), as highlighted by the following definition of performance
management systems (PMS):

[. . .] the formal and informal mechanisms, processes, systems, and networks used by
organizations for conveying the key objectives and goals elicited by management, for
assisting the strategic process and on-going management through analysis, planning,
measurement, control, rewarding, and broadly managing performance, and for supporting
and facilitating organizational learning and change (Ferreira and Otley, 2009, p. 264).

However, whether and how these similarities can be formalized and translated into
managerial practices is not clear and, so far, only few academic contributions have
explicitly addressed the relationship between PMS and risk management systems
(RMS), leading to the objective of this paper. In order to enhance knowledge about the
relationship between PMS and RMS, this paper aims to identify some common traits
and parallels between them, in terms of scope of the system, measurement and
ownership based on a general review of the state of the art literature. This analysis will
provide the theoretical foundation to identify and discuss different possible “relational
configurations” between the two systems, with potential implications from a
managerial and academic perspective.

To achieve this objective, we proceed as follows. We first discuss how recent
literature addressed the relationship between PMS and RMS. Then, we present how the
literature review was carried out and we introduce the key dimensions along which it
was articulated. In Section 4, we present the results of the literature review. In Section
5, we discuss the implication of our work from a theoretical and managerial perspective
and we conclude in Section 6.

2. Risk and performance management: towards integration?
As we mentioned in the introduction, the practitioner literature has put forth the view
of a natural convergence of RMS and PMS towards integration, with supposedly
beneficial consequences for managerial and governance processes. Managerial “talks”
suggest that integration has a potentially positive effect on the achievement of
corporate objectives, helping organisations to continuously monitor risks and
achievements against strategy (PWC, 2009; Paladino, 2008; Ow, 2008). According to
practitioners’ literature, an integrated risk and PMS could focus managerial attention
on “key” data with possible beneficial consequences in terms of decision-making
quality (e.g. quicker and more precise responses to external strains) and it could also
help in increasing stakeholders’ confidence.



On the other hand, recent academic research seems to be less enthusiastic about the
integration of PMS and RMS, and provides evidence of a more complex and heterogeneous
situation, highlighting how these systems can (or can not) be interconnected in different
ways, depending on a plurality of contingent factors and organizational drivers
(Mikes, 2009; Arena et al., 2010; Woods, 2009). Mikes (2009) presented field-based evidence
from two large banking organizations, pinpointing the existence of systemic variations in
ERM practices and in how ERM is related (or not) to PMS. In particular, in one of the two
cases, she highlighted “a considerable level of integration” between strategic planning and
risk management functions. “Integration” is driven by a strong “calculative idealism”
that led the bank to focus on quantifiable risks and dismiss strategic risks outside the
remit of quantified risk management frameworks. Arena et al. (2010) investigated the
organizational dynamics of ERM, looking at three companies that have implemented
ERM approaches. In their work, the authors illustrated how a “new hybrid ERM/budget
style” emerged in a non-financial company operating in Italy and they claimed that this
new “style” is contingent to the pivotal role played by the accounting function in
orchestrating ERM efforts. Finally, Woods’ study of a large UK retailer (Woods, 2009)
suggested that, against the backdrop of an explicit strategy of customer value creation,
risk management can be implicitly linked to performance management.

These works provide some preliminary insights about the relationship between
RMS and PMS, but they do not provide a systemic analysis of different possible
connections between the two systems, leading to the focus of this paper. Henceforth,
without the intention to analyse in depth the two systems, we examine the key
elements that characterize RMS and PMS in order to highlight the existence of some
“points of contacts”, useful to explain their link.

3. Methodology
To map possible points of contact between RMS and PMS we performed a scoping
literature review (Arksey and O’Malley, 2005). We selected this approach because
considered particularly suitable when the review is aimed to map the current state of
the art in an area of interest, that cannot be closely defined, and identify gaps where
further research is required. The scoping review may be contrasted with the systematic
review, because the latter is more restricted in focus: the systematic review aims to
provide answers to questions from a relatively narrow range of quality assessed
studies, whilst a scoping study is less likely to seek to address very specific research
questions nor to assess the quality of included studies (Arksey and O’Malley, 2005).

To guide the review, we first identified a set of elements that could be used to
characterize both RMS and PMS. The literature provides many different frameworks
and models that have been used for analyzing either RMS or PMS (Ferreira and Otley,
2009; Simons, 1995). However, since the aim of the review is to map potential points of
contact between PMS and RMS, we decided to refer to a general framework, that could
be easily applied to both the systems, in order to capture their “core common elements”.
In particular, we looked at RMS and PMS as socio-technical systems (Trist et al., 1963;
Appelbaum, 1997), that can be characterized by technical and social components:
scope/goals, technologies and actors/ownership. The scope/goal of the system refers to
the focus of RMS and PMS in terms of “decisional areas” that are supported by
these instruments. The second element, technologies, refers to the approaches, tools
and indicators used to evaluate and quantify performances and risks.



Finally, the third element, actors/ownership, refers to the actors that manage the
systems and that own responsibility of them.

Then, the scoping review was performed following the protocol suggested by
Arksey and O’Malley (2005), that consists of five steps:

(1) identifying the questions;

(2) identifying relevant literature;

(3) selecting the literature;

(4) charting the data; and

(5) collating, summarizing and reporting the results (Table I).

4. Results
4.1 Scope
Through the years, PMS and RMS underwent a significant evolution, that brought to a
gradual enlargement of their scope, i.e. the focus in terms of “decisional areas” that are
supported by these instruments.

PMS has evolved through four different phases: productivity management,
budgetary control, integrated performance measurement and inter-organization
performance management (Bititci et al., 2011). In the first phase, between the 1920s
and the 1950s, PMS was focused on a limited decisional area – production – with
specific attention devoted to cost/efficiency matters (Bititci et al., 2011). In the second
phase, between the 1950s and the 1960s, its scope was extended to divisional and
departmental budgets, due to the emergence of multiple production plants, with
increasing organizational and managerial complexity (Otley, 2003; Bititci et al., 2011).
Later, between the 1960s and 1980s, the scope of PMS was further enlarged, integrating
new dimensions of performance, such as quality, time, flexibility and customer
satisfaction (Hayes and Abernathy, 1980; Slack, 1983; Kaplan, 1984), and leading to the
development of more integrated and “balanced” approaches ( Johnson and Kaplan, 1987).

Steps of the scoping review How the step was performed

Identifying questions The key questions we attempted to answer are: how
scope/goals, technologies and actors/ownership of
RMS and PMS evolved through the years?

Identifying relevant literature We adopted a strategy that involved searching for
research evidence via different sources: electronic
databases, hand-searching of key journals, existing
networks, relevant organisations and conferences

Selecting the literature We included papers that could contribute to provide
an overall picture of the evolution of RMS and PMS
in terms of scope/goals, technologies and actors/
ownership. A preliminary selection was based on
the title and abstract of the papers

Charting the data Materials collected was charted according to the
proposed dimensions (scope/goals, technologies
and actors/ownership) and mapped in a timeline

Collating, summarizing and reporting the results The results of the review are presented in section
four according to the three dimensions of analysis

Table I.
The scoping review



At this time, the PMS literature started to elaborate the idea of strategic control, making
clear the existence of a link between performance indicators and company’s strategy,
whereby the indicators should be seen as strategic drivers (Horovitz, 1979; Goold and
Quinn, 1990; Simons, 1995; Agasisti et al., 2008; Agostino and Arnaboldi, 2012; Lamberti
and Noci, 2010). Finally, in the fourth phase, the PMS evolution signaled the need to move
beyond the company boundaries, integrating inter-organizational performances and
accounting for the impact on a larger set of stakeholders (Marchand and Raymond, 2008;
Bititci et al., 2011). On the one hand, to respond to the change of the competitive context
(Lehtinen and Ahola, 2010), many organizations have moved towards inter-organizational
collaboration and “servitization”, configuring themselves as networks (Berry et al., 2009;
Bititci et al., 2011; Marques et al., 2011; Arnaboldi and Spiller, 2011). On the other hand,
environmental and social results have assumed a growing importance to both legitimate a
company’s activity and improve its economic performance (Arena et al., 2009; Clemens
and Bakstran, 2010; Lamberti and Noci, 2012). This trend has lead to the integration of
indicators pertaining to environmental and social performances into the corporate
reporting (Adams and Frost, 2008; Arena and Azzone, 2010).

In a similar way, RMS evolved, gradually broadening its scope, through three main
phases. The origins of RMS can be traced back to the insurance buying functions,
when risk management primarily decisional area was protecting company’s assets, by
defining a proper insurance coverage. Since the 1960s, risk management principles
started to be applied to different types of risk including health and safety risk,
environmental risk, financial and market risk (Lave, 1987; Dowd, 1999), with the aim to
properly manage these types of risks, not only through insurance – i.e. transferring
risk to third parties, but introducing corrective actions to reduce their probability and
impacts. Despite this enlargement, at that time, risk management was conceived as a
technical activity and performed through a “silo” approach – i.e. individual risk
categories were tackled separately: risks were identified, classified and managed with
reference to different sub-parts of the organization using local classifications of risks
(Close, 1974). Finally, in the last decade, with the introduction of the ERM framework,
RMS has assumed a more strategic role (ICAEW, 1999; DeLoach, 2004; Gates, 2006;
Olson and Wu, 2007). ERM is centered on the idea of risk management as a strategic
process that addresses all events, which could prevent the achievement of the corporate
objectives, in a holistic and integrated way (COSO, 2004). This change of perspective
signed the move of RMS from peripheral functional areas of the organization to the
corporate level (Arena et al., 2010).

Based on the above analysis, it is clear that PMS and RMS have evolved separately
but with relevant similarities. In particular, they are both conceived as control systems,
part of a wider accountability framework and the way they enlarged their scope has in
common a shift from a technical orientation to a more strategic one in order to better
support managers in decision-making activities and contribute to value creation.

4.2 Measurement
The second dimension of analysis refers to how performance and risk are measured,
encompassing approaches, tools and indicators used to quantify performances and
risks. Again the development of PMS and RMS shows significant similarities.

PMS relies on a wide set of indicators that are used to measure performances. At a
general extent, we can distinguish between financial indicators, non-financial indicators



and a balanced set of indicators. Financial indicators are measures expressed by money,
which may be calculated on accrual or cash basis. They include traditional ratio
indicators, such as ROI and ROE (Arditti, 1967) and newer absolute indicators, such as
economic value added and residual income (Young, 1997). These indicators are widely
used and have as a main reference financial statements. Yet financial indicators are
characterized by shortcomings that are generally related to the possibility of improving
their values in the short term, simply by cutting investments, and the lack of a direct link
with the specific strategy of a company (Neely, 1999; Norreklit, 2000; Johnston and
Pongatichat, 2008; Berry et al., 2009).

Non-financial indicators instead, refer to measures which are not expressed by money.
These indicators are aimed at monitoring companies’ long-term success factors such as
customer satisfaction, efficiency, human resources, innovation. The idea at the basis of
these instruments is to forestall the financial impact, implementing a system of “early
warnings”. Non-financial indicators, if properly designed, detect weak signals (Arena and
Arnaboldi, 2012), from both the external environment and internal processes, and
provide a more timely view of the business. Providing decision makers information to put
forward their actions with a strategic view, they counterbalance some of the limitations
characterizing financial indicators (Lynch and Cross, 1991; Ittner and Larcker, 1998;
Hoque and James, 2000). Anyhow, their acceptance is not unanimous, since some scholars
have pointed out that they are loosely coupled systems lacking of integration with the
firm’s strategy (Norreklit, 2000; Pun and White, 2005). An attempt to solve this problem is
represented by the introduction of integrated performance measurement systems, such
as key performance indicators, balanced scorecards and tableau du board, that rely on the
idea of providing an integral view of company’s performances, supported by financial
and non-financial indicators, related to the company’s strategy (Pun and White, 2005;
Otley, 2008). The selection of the indicators is meant to be driven by the critical success
factors of the company that in turn are related to the strategy. The literature points out
that a mix of financial and non-financial measures provides a broader understanding of
the performance information and contribute to the achievement of strategic objectives
(Lee and Yang, 2011). More recent developments highlight the introduction of
sustainability and network indicators in this type of integrated performance
measurement tools (Figge et al., 2002; Bagwat and Sharma, 2007).

Moving to RMS, we can distinguish different approaches to risk measurement.
In particular, risks can be evaluated through qualitative or quantitative techniques or
with a combination of the two. Qualitative techniques generally consist in the evaluation
of risk probability and impact through the use of Likert scales. They are useful where
risks cannot be quantified or when sufficient credible data, required for quantitative
evaluation, are not practicably available or not cost-effective (Arena et al., 2011).
Quantitative techniques instead consist in quantitative evaluations, that can be based
either on financial quantification or on quantitative non-financial measures (such as the
computation of the accident rate in safety, estimation of system failures in ICT).

With the rise of ERM systems, further techniques were put forth, with the aim of
performing cross-functional evaluations of risk. In particular, three main approaches
have gained diffusion (Scandizzo, 2005; Gates, 2006): qualitative evaluations based on
risk matrixes, financial evaluation based on indicators such as value at risk (VaR) and
capital at risk (CaR); key risk indicators (KRI) and risk scorecards. The risk matrix
maps risks pertaining to different functions in a Cartesian graph along two axis:



probability and impact. Hence, this representation allows to visualize the exposure of
the whole enterprise and highlights different areas (quadrants), where risk is ranked
high, medium or low, focusing decision makers attention on key risks.

Financial evaluation relies on quantitative risk indicators based on cash flows
estimations. Among the most common financial indicators, there are VaR and CaR, etc.
( Jorion, 2000; Holton, 2003). VaR indicates the maximum monetary loss that a company
might face during a determined time period. The method is based on a statistical
confidence and for that reason requires determining a target confidence level
( Jorion, 2000). CaR, instead, is a sort of capital reserve in equity. It is defined as the
difference between the mean of the profit-loss distribution of a portfolio and the VaR
(Emmer et al., 2001). These measures have rapidly been adopted by financial companies,
under the influence of sector regulations (Basel II); an increasing number of non-financial
firms are also adopting them, though, recently, these approaches have come under much
criticism. In particular, their ability of giving an appropriate risk measure has been
questioned, and they have been criticized for being subject to significant estimation
errors (Dowd and Blake, 2006; Woods et al., 2008).

In the last years, these indicators have been partly replaced by different tools, that try
to better capture the relationships of risk with the business strategy (Williams and
Thompson, 2004; Cox, 2008). More specifically their proponents aimed at providing the
“right information” to managers, developing indicators which capture potential future
risks with a strategic view. These metrics have been labeled KRI (Scandizzo, 2005; Lam,
2006; Beasley et al., 2010). As follows, we report an example taken from Beasley et al.
(2010), related to the oversight of account receivables to better understand what a KRI is
and compare it against KPIs. A KPI for customer credit is frequently customer
write-offs. This indicator provides insights about a risk event that has already occurred
(e.g. a customer failed to pay in accordance with the contract). A KRI could be developed
to help anticipate potential future customer collection issues so that the credit function
could be more proactive in addressing customer payment trends before risk events
occur. In this case, a KRI could be a solvency indicator based on an analysis of reported
financial results of the company’s 25 largest customers, or an average collection
indicator computed at the industry level (Beasley et al., 2010).

Based on the above considerations, some commonalities between PMS and RMS
emerge, in particular in relationship to the development and use of KRIs. The idea at
the basis of the KRI is indeed quite similar to the basic principle of the KPI: they aim to
identify measures that allow to understand the evolution of business internal and
external drivers. The COSO argues that the main difference between the KRIs and the
KPIs is that the latter do not provide adequate early warning indicator of potential
risks because they are based mainly on historical data, while the KRIs are oriented to
be leading indicators (Beasley et al., 2010). However, at least to some extent, these
measures are partially overlapping.

4.3 Ownership
The third dimension of analysis is the ownership of the systems. PMS and RMS have
been historically associated to different responsibilities that, however, are starting to
show some points of contact.

With the exception of the initial phase in which PMS was embedded in the production
realm, hence up to production managers, PMS has been traditionally a responsibility of



management accountants; however, their role has changed significantly in relationship to
the PMS evolution. Originally, management accountants had a more financial orientation,
being mainly up to the collection and analysis of financial data. This role was in the past
often referred to as “number cruncher” or “bean counter” (Byrne and Pierce, 2007;
Baldvinsdottir et al., 2009), to underline the strong involvement of management
accountant in book-keeping activities. The extension of the scope of PMS to more strategic
issues signed a major change in management accountants role. On the one hand, they
moved towards a “business partner” role, that implied an active involvement of the
accountants in the strategic and operational decision making processes of organisations
(Simons, 1995; Siegel and Sorersen, 1999; Gibson, 2002). On the other hand, the
enlargement of PMS focus, open up to the possibility for other professionals to increase
their ownership in the PMS: management accountants were told in danger of being
marginalised (Clarke et al., 1999), with their roles potentially being performed by other
professionals, such as operation managers and ICT managers (Cooper, 1996; Pierce, 2001).

Moving to RMS, the ownership of the process should be read in relationship to the two
dimensions previously analysed: the evolution of the risk management process and the
measurement issue. The evolution of RMS from “silo” to ERM determined the need to
have a new position responsible for RMS (Aabo et al., 2005; Gordon et al., 2009). In fact,
in the case of “silo” approach, different risk categories were managed by local, separate
operational units, responsible for segmental risks, with limited interaction with other
parts of the organization (Cumming and Hirtle, 2001; Liebenberg and Hoyt, 2003). ERM, on
the contrary, is based on an integrated process, which engages people and systems across
the organization and therefore requires higher coordination (Liebenberg and Hoyt, 2003;
Gates, 2006; Fraser and Henry, 2007). This responsibility is up to a coordinator/facilitator,
often labeled chief risk officer (CRO), which is not necessarily a risk expert, since the CRO
acts as a sort of advisor supporting managers in dealing with risks (Aabo et al., 2005).
Actually, there is no consensus on the organizational function or professional actor that is
most suited to take on this role (Liebenberg and Hoyt, 2003). Among possible actors there
are: risk management experts, internal auditors and management accountants, hence
leading to a further element of contact between PMS and RMS.

On the other hand, the measurement issue determined a further change in
relationship to RMS ownership, this time leading to a higher fragmentation of the
actors involved. The literature shows a trend to include new risk experts, which some
call “gatekeepers of risk”, in order to realize the risk calculations (Mu et al., 2008;
Moerman and van der Laan, 2012). In fact, for the implementation of VaR and CaR a
specific expertise is required, and even for KRI, it is recommended to count with
experts to identify the root causes of risky events (Beasley et al., 2010).

Based on the above considerations, we can highlight some points of contact between
RMS and PMS. First, management accountants, the traditional owners of the PMS, are
trying to play a more active role in relationship to RMS and there are a few cases in
which management accountants have become responsible for risk management
coordination (Collier et al., 2007). In addition, the management accounting associations
(IMA and CIMA) have started initiatives to drive accountants to increase their role in
orchestrating ERM (Pollara, 2008). Second, even when management accountants are
not formally responsible for ERM, proper mechanisms of coordination can be
developed in order to ensure proper flows of information between the two functions
(Arena et al., 2011).



5. Discussion
The previous sections highlighted how RMS and PMS have progressively increased
their importance within organizations, expanding their areas of impact, measurement
tools and their owners’ domain. In this expansion, RMS and PMS have shown several
points of contacts and overlapping, which are here discussed in terms of implications
on the decision making process. Both RMS and PMS support decision making process
at different stages: planning, results analysis and reporting.

Specifically, we articulate the discussion of implications analyzing two polar types
of relational configurations between RMS and PMS: disconnected and integrated.

Disconnected configuration
In the disconnected configuration RMS and PMS are owned, managed and operated in
a distinct way. During the planning phase, the two processes collect and simulate data
separately with potentially negative impacts on effectiveness and efficiency. First,
managers may be asked to provide similar information (risks, forecasts) twice, with
loss of time and possible disaffection on this tool. Second, the link between risks and
performance is not explicit, leaving managers a joint evaluation, without creating a
collective, formal moment in which all these variables are analyzed in relationship to
the company’s future value. A similar situation affects the analysis of results, where
RMS and PMS owners elaborate actual data disjointedly. Considering PMS, variances
in performance are not related to causes previously discussed within the RMS: causes
are not specified or local analyses are performed. Regarding RMS, the lack of links to
performance may create around risk processes an “aura” of compliance: analysis and
update are seen as unavoidable task for external accountability (Power, 2007). Finally,
a separate reporting means two different processes for preparing the reports targeted
at different organizational levels and overload of information received by the same
managers. Again the impact is on the efficiency, in terms of used resources, and on the
effectiveness: an integrated consideration of risk and performance is left to the single
manager attitude and sensitivity.

Summarizing the disconnected approach is less efficient in terms of data collation
and it does not create collective managerial arenas (meeting, boards, etc.) in which risk
and performance are related to each other. Managers are not supported by integrated
measures or tools leaving greater space to their will of jointly analyzing and using
data. On the other hand, this situation has some benefits, because it does not imply a
re-design of measurement processes and ownerships in a company. Further to the
resource saving, the lack of joint measures and ownership leaves the responsibility of
integration to managers leaving them higher flexibility and autonomy.

Integrated configuration
The ideal configuration of integration implies a complete synergy between RMS and
PMS, with an integrated ownership or an open equal collaboration; a shared knowledge
management of decisional supported areas (scope) and a joint elaboration and use of
measurement techniques.

During planning, this situation allows to enhance decision-makers information by
simulating jointly expected performance, expected variations (impact and likelihood),
punctuated events (risk and opportunities) to trace the causes of change. This situation
leads managers to analyse different scenarios not in general terms but identifying



specific future, risky events, interconnections and the impact on value creation. Beside
the most tangible output – integrated plans, this approach helps managers to think in
advance to action plans that may be, in some cases, formalized, as already happens for
particular risk categories (e.g. crisis management).

The integrated planning sets the basis for designing a complete set of indicators to
control and analyze results: KRI to control critical events; non-financial performance
indicators to trace actual results anticipating financial impacts; financial indicators to
directly monitor variances with expected values or risk exposures. All these
information are, in this ideal-type, owned and reported in synergy, providing
integrated risk and performance reports at different level of the organizations.

Yet this integrated configuration has also some threats. The most evident is the
higher amount of resources needed to set up and maintain an integrated system. The few
empirical works available has evidenced that the overall integration of RMS and PMS is
left to managers, while in this configuration owners design and operate integrated
measures or visual instruments in planning, measurement and reporting. The second
issue is related: shifting the synthesis of information from managers to PMS and RMS
owners gives to these figures a higher responsibility, entailing high-level of technical but
also organizational competences.

6. Conclusions
The potential links between RMS and PMS have attracted a significant attention in
recent years, with the emergence of the ERM framework. However, the academic
literature is still poor of contributions specifically addressing the relationship between
PMS and RMS. In this context, our paper aimed at analyzing the points of contact
between the two systems, through a general literature review. This examination
pinpointed how PMS and RMS present relevant similarities and potential synergies
that, at present, are only partially exploited, and highlighted how the two systems
could be connected through managerial instruments and organizational arrangements.
This analysis provides managers with useful insights on pros and cons of integrating
RMS and PMS and possible modes of doing it.

RMS and PMS are both aimed at supporting decision makers in achieving corporate
objectives. On the one hand, PMS translates this aspiration by defining and looking at
targets, measuring actual results, supporting learning and actions based on results and
their variance from targets. It deals with the plans, activities and processes that an
organization adopts to implement its strategic objectives (Otley, 1999). On the other
hand, RMS, in the ERM shape, looks at the events that could determine a variation
from the achievement of the company’s objectives (COSO, 2004). Although starting
from companies objectives, risk measurement is more focused on events that can cause
variations. Objectives are not measured, as in PMS, but they are implicitly assessed by
predicting and measuring their potential loss (probability and impact). Action is meant
to be always present in different phases of the risk management process, but large
emphasis is put on proactive actions to mitigate risk, before events take place.

Moving from these considerations, we have highlighted the existence of different
potential “relational configurations” of the two systems and we have introduced
two polar types – the disconnected and the integrated configuration – that represent
opposite ways of relation between RMS and PMS, with different impacts on the decision
making process. The extent to which these polar types are diffused among companies



is an open issue, though the general trend shown in the review indicates a heterogeneous
situation (Arena et al., 2010; Arnaboldi and Lapsley, 2011). This finding suggests the
need for further research in order to analyse possible variations of these polar types –
i.e. the existing configurations between disconnection and integration – and the actual
diffusion of different arrangements. In addition, future research could explore the factors
at the basis of the development of a specific configuration and the consequences of the
adoption of a specific arrangement: for instance, analysing if and how the evolution of
RMS and PMS does impact on the existing relationship between the two, represents a
challenging research question. In both cases, our framework (scope, measurement,
owners) and related results provide a lens for empirical analysis of configurations and
their organisational trajectory.

The future development could sign a relevant contribution to the scant literature
that looks at RMS and PMS as two interconnected systems. In addition, a better
understanding of this issue could help managers and practitioners in designing their
systems more coherently with the purposes for which they want use them. Finally,
future research may focus also on professions, analysing empirically the task, role and
power of different professionals involved in RMS and PMS. All these researches entail
both quantitative and qualitative studies or a combination of the two approaches.
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