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management at the IPC was influenced mainly by shortages related to its organizational 

factors. In order to improve the current system, proportionate understandings on how and 

why things went into an unexpected direction were proposed along the research project. 

Without credible basic knowledge of a business risk, its analysis and decisions will be futile.  
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III. Executive Summary 
 
Abstract 

Innovation in this paper is associated within an organizational context, structure and attitude 

of risk community, during the initiation, development and implementation of new ideas for an RM 

model tailored for the organizational setting in the Indonesia Port Corporation. The innovative 

terminology for this research project is incorporating something new within the RM environment at 

the IPC to be reflected as a strategic effort for the organization, regardless of whether or not it has 

already been implemented in other industries through that process.  

Similar with the idea of innovation of Thompson (1965) who indicated generation, 

acceptance and implementation of new process or product in an innovative context, this research 

study is initiated by generating a new idea for a customized RM model, validate it to obtain 

acceptance from users and planning the implementation step by step. This way, the innovative idea 

from this study can be advanced by the risk practitioners through the presence of new techniques 

which enacts them to deal with unknown-unknowns regarding the implementation of the ERM 

program. 

 

Introduction 
As the port projects become more uncertain and complex, intuition and tested rules of thumb often 

fail to anticipate and respond effectively to the extent of uncertainty and risk in construction 

projects. Therefore, there is a need for a logical and rational risk assessment procedure. Risk 

management, as one of the key knowledge areas in the bodies of project management knowledge, 

nowadays has become an accepted part of port project management. 

In accordance with the on-going business situation in the port organization, this study is 

started (a) to prepare the readiness within the organization to adopt more proportionate approaches 

towards business risks, which as described in chapter 5 of this book, this process is performed by 

conducting individual interviews and presenting the Risk Diagnose Methodology (RDM) into risk 

practitioners within the company. Further, the effort is conducted (b) to establish a customized RM 

framework, as an integrated and comprehensive management method (as can be seen in chapter 7) 

that meets requirements of the stakeholders, then (c) an implementation strategy (which is described 

in chapter 9) is directed to help the stakeholders (e.g. corporate decision makers and risk owners) to 

expand possible responses to organizational issues faced during the RM deployment. 

 

Research purpose question 
This study aims at developing an appropriate risk management method that fulfills the requirements 

of the port business practitioners in the Indonesia port corporation, and provides suggestions to help 

the port organization implement the method. Consequently, the main research question for this 

thesis project is aimed at: 
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How to improve the existing enterprise risk management in the Indonesian port corporation to 
enable the organization to cope better with uncertainties not only in their on-going projects but also 
in potential future projects? 

 

Theoretical Framework 
Risk Management is a continuous process which initiates from identification, quantifying, qualifying 

and analyzing the risky project. Respectively, the whole process requires supports which can help to 

improve effectiveness of this risk action plan. In order to gain the supports, risks in the complete 

project lifecycle need to be assessed by all people involved within the organization. Through 

managing the human-side as the tool to fit the innovative ERM process, knowledge management and 

managing informative data and communication infrastructure the implementation processes can be 

performed smoothly and effectively. 

 

Empirical Research 
Results of  qualitative  (through brainstorming in individual and group interviews) and 

quantitative approaches (by utilizing risk diagnosing methodology) from this empirical research have 

indicated that additional tools (i.e. risk database system, additional templates, etc), full commitment 

and support from the BoD and better engagement of risk managers towards RM deployment need to 

be prioritized as inputs for establishing a favorable ERM framework that meets the functional 

requirements of company stakeholders. 

 

Benchmarking 
Through comparative analysis at five of the Indonesia state-owned enterprises, the Indonesian Port 

company is directed to look at the positive contribution of risk management frameworks to other 

companies. Some benefits for continuous improvement of the ERM programs at the IPC can be 

obtained from this technique with respect to innovative ideas for solving problems caused by lack of 

knowledge and expertise about risk, while help to diminish heterogeneous interpretations of business 

risks and to activate continuous communication across geographical boundaries, etc 

 
Validation  
Every validation approach rests mostly on individually justifiable beliefs. Therefore, obtaining 

circumstantial attestation from risk personnel through this validation is aimed at propagating the 

belief that the recommended model is a helpful technique with respect to the articulated problem 

solving objectives. 

The validation helps the author to substantiate the recommended model as a considerable 

improvement of the ERM performance in the Harbor Company. Validating the proposed ERM model 

to the risk communities is organized to identify and help the author in correcting mismatch problems 

and serving as dry runs for final performance of the proponed instruments. 
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Implementation Plan 
Some of the problems, which might have hampered the implementation plans, that have been 

uncovered by this study  relate to insufficient enforcement strategy from government, corporate 

consideration towards the ERM model (i.e. their appreciation and recognition resulting from the RM 

evaluation), corporate management changes, seniority-based culture and different perceptions in 

diagnosing project risk & its impact. 

 At the end of the study, two recommendations are aimed at improving the ERM framework 

implementation. These can be facilitated by compensating the hard side of risk (i.e. risk policies, risk 

procedures, risk processes, risk committee and risk audit) with the soft side of risk (i.e. risk 

knowledge management, collaborative communication, stakeholder engagement and incentive 

program), by establishing a technology-based risk database or knowledge repository network and 

relocate the RM division under direct supervision of the managing director in order to gain proper 

corporate consideration. 

 

Conclusion 
General findings from this study recommend that the best practice for properly improving the RM 

processes can be achieved by integrating :  

users’ prerequisites for managing a favorable risk assessment approach; sufficient resources for 

managing the knowledge about the business risks, RM and its programs; appropriate infrastructure 

for informative data & communication accessibility and proper continuity of support and 

commitment from all parties (especially the BoD) during ERM assimilation within the IPC. 
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Abstract 

This chapter generates one main research question and three sub-research 
questions, which revolve around the overall purpose of the research study. Following up 
that work, a disposition and scope of the thesis project are represented as well in this 
paper. The results highlight that organizational challenges, such as human competences, 
financial resources and work processes & procedures, are attributed to elevate the 
existing ERM approach to cope with uncertainties. 
  
1.1 Problem area of the research 
The greatest interest in risk handling activities as an outcome of corporate strategic 
decisions has been hampered not only by the knowledge diversification level about risks 
but also by dilatory minister’s regulation related to the importance of RM 
implementation inside the Indonesian government’s organizations. Hence, risk 
management in the port organiza tion has not been widely used in advance as an 
appropriate measurement tool to assess alternatives for maritime corporate strategies 
(i.e integrated port logistics management, port infrastructure development plans and 
changes management due to business restructuring). As follows, a tardy RM utilization 
often fails to handle negative project obstacles later on. This unanticipated assessment 
induces more costly handling activities and can cause a situational reputation-damaging 
behavior.  

The reason why the unexpected impacts were not fully anticipated is simply 
because most of the company’s personnel have not been fully aware about the 
importance of RM practice yet. Only a few of them have robust key-risk indicators to 
provide adequate data to diagnose shifts in risk patterns within the organizations. This 
situation results in an inability to proactively alter strategic initiatives to accommodate 
the occurrence of risky events. 

Based on individual interviews with groups of risk practitioners (i.e risk experts, 
risk consultants, risk supervisors and risk owners) from the Indonesia Port Corporation), 
an effort to generate stakeholder awareness of risks is recognized to be the most 
important issue. Based on valuable insights from some representatives of the involved 
group, this study aims at developing plans of workable processes for successful 
performance of ERM deployment. The respondents agreed that a favorable performance 
of ERM can be achieved by creating in-depth understandings about risk knowledge 
management among employees involved.  

In the second phase of this research project (collecting functional requirements), a 
rudimentary ERM framework, especially associated with immature information and 
communication network, is considered by risk personnel as another obstacle towards the 
cultivation of risk culture across organizations.  
 
1.1.1 Organizational challenges towards ERM methodology  
Outcomes from individual interviews with the Chief Risk Officers (CROs), during the 
initiation phase, indicated two major challenges relating to improvement of the current 
risk management. Those are: 

Introduction 

CHAPTER - 1 
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(1) Human resource competences (brainware)  
This should be continuously carried out through training and education programs in 
order to inspire risk culture cultivation amongst risk owners and practitioners.  

(2) Work processes and procedures (software)  
by means of the development and implementation of advanced information and 
communication network infrastructure to replace the existing traditional risk 
assessment system. This more sophisticated system aims at further developments of 
risk reporting, communication & consults and monitoring & review.  A supportive 
linked RM database system can be expected to reduce complexity & ambiguity, as 
well as to provide a platform to better facilitate the learning process pertaining to 
the on-going risk assessment activities. 
 
 

1.2 Research purpose 
This study aims at developing an appropriate risk management method that fulfills 
requirements of the port business practitioners in the Indonesia Port Corporation, and 
provides suggestions to help the Port organization implement the method. In accordance 
with the on-going business situations in the port organization, this study is started (a) to 
prepare the readiness within the organization to adopt more proportionate approaches 
towards business risks [which was described at chapter 5 of this book, this process is 
performed by conducting individual interviews and presenting the Risk Diagnose 
Methodology (RDM) into risk practitioners within the company. Further, the effort is 
conducted (b) to establish a customized RM framework, as an integrated and 
comprehensive management method (as can be seen at chapter 7) that meets 
requirements of the stakeholders, then (c) an implementation strategy (which is 
described in chapter 9) is directed to help the stakeholders (e.g. corporate decision 
makers and risk owners) to expand possible responses to organizational issues faced 
during the RM deployment. The designated model is directed to address business 
uncertainties through communicative and interactive collaboration (amongst the people 
involved) by taking into account technological aspect of information systems (risk 
database network).  

Based on discussions with the CROs and other key persons in the organization, 
three particular topics need to be addressed in the new RM for the Port enterprise. 
Those are: (1) knowledge about risk management, (2) risk management method and (3) 
information & communication strategy. The integration refers to possible ways of 
sharing relevant information about RM approaches using a systematic communication 
plan & strategy process. 
 
1.3 Research questions 
Based on the aforementioned objectives of this study, consequently, the main research 
question for this thesis project is aimed at: 
 
 How to improve the existing enterprise risk management in the Indonesian Port  
 Corporation to enable the organization to cope better with uncertainties not   
           only in their on-going projects but also in potential future projects? 
 
Pollack (2005) indicates that the conventional project management paradigm is 
changing, as complex and uncertain situations require a “softer” approach that 
addresses the ability of people to effectively work together. Hence, for the improvement 
of the current RM method, a more pragmatic and solution‐oriented approach is 
employed. The first part of this cycle consists of exploration‐oriented research (exploring 
and diagnosing the problem, after which the research shifts to a more 
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development‐oriented research perspective (designing and evaluating the solution to the 
problem). This project is continued on the basis of the findings gathered from previous 
studies. Further, qualitative research was conducted to investigate factors affecting 
stakeholders’ engagement related to the existing risk management method. In order to 
answer this main research question, the following three sub-research questions are 
addressed in this study: 

(1) Which risk management system(s) or tool(s) does the Harbor Company  
currently use? 

(2) How do stakeholders assess the existing RM method(s) and tool(s) given the current 
and most likely future port developments? 

(3) What best practices can be recommended for the Indonesia Port Corporation, 
associated with an effective enterprise risk management implementation, during its 
corporate strategies? 

 
 
1.4  Structure  
The thesis has been divided into 10 different sections (figure 1.1), starting with this 
introduction section and ending with conclusions, with the underlying thought to make it 
as logical as possible for the reader to follow. In order to give an understandable flow 
throughout the thesis, figure1.1 below has been constructed to give the reader an 
overview of the disposition of the study. This section permeates the whole study, 
describing the execution of the study as well as giving the reader a notification of what to 
expect. 

Figure 1.1:  Structure of the thesis 
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1.5 Research Scope and Delineation 
Accommodating a reliable and world-class quality port service has been commenced as a 
vision in the organization. Deploying the company’s vision by leveraging company 
commitment to partners, customers, national interests, shareholders, port society and 
company’s members was assigned as the main mission for the company. 

The research study delineates central issues, systems, models and technologies 
involved in a non-financial firm, especially for operational project life-cycle in one of the 
Indonesian Port Corporations. Further, a customized design of ERM and its practical 
implementation steps, based on relevant functional insights from company’s 
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stakeholders, will be recommended in order to successfully deploy the enterprise risk 
management plans within the organization. 
 
 
1.6  Resources of the Harbor company for RM program 
1.6.1 Human Resources 
Related to the firm’s vision of the Indonesia Port Company to become a world-class 
service-providing seaport, deficiencies are revealed between the capability and readiness 
from most of its human resources with the changes associated with the corporate 
strategies. Besides operational uncertainties, inadequate human performance 
enhancement has turned this unbalanced situation into a risky business environment. 

 In order to meet the defined vision of future advancement for the Indonesia Port 
Corporation, actions are therefore required to be taken to change  uncertainties into a 
positive impact toward, creating a conducive working atmosphere within the Port 
enterprise. Hence, the corporation is expected to shape the employees’ unity, values, 
skills, competence, and knowledge that are in line with the maneuvering plans in the 
company’s business developments (Indonesia Port Corporation, 2009). Corporate 
achievements of  high human performance in organization should be emphasize through 
(a) facilitating proper information and knowledge about corporate programs, (b) clarity 
in work procedures and processes, (c) providing training and education for human 
resources enhancement, (d) corporate recognition of significant efforts of employees.  

In paralel with its maneuvering vision, the Port enterprise needs to consider a 
compatible and suitable integrated risk management framework to administer the 
occurrence of potential risky business uncertainties and organizational issues.  
 
1.6.2 Company financial resources 
 The financial picture (at appendix 1.C) due to better margin revenues from the 
company indicates that the organization has sufficient financial resources to subsidize 
the development of RM infrastructure and to enhance approaches related to the 
cultivation of ERM programs.   
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
Abstract 
The objectives of this chapter are to analyse the current RM techniques in the Port 
Corporation. The aim is to diagnose issues or deficiencies that are still needed to be 
administered in the new model for dealing with both on-going and potential future 
uncertainties in the Port business life span. To achieve this purpose, individual and 
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group disccusions with twenty employees involved in Risk Management, as well as data 
evaluation of previous risk worksheet-reports, from 6 port branches were conducted. 

In order to minimize the discrepancies, within the new ERM platform, it is 
required to accomodate (a) unconducive organizational behaviors, (b) dilatory full 
commitment from Chief Risk Officers (CROs) & support from the Board of Directors 
(BoD), (c) incompatible and unsuitable RM infrastructure (from communication & 
consultation approach to monitoring & review approach, as presented at figure 2.3) to 
lead the company into developing a favorable ERM program.  
  
 
2.1 Risk management as an integrated tool related to firm  
      bussiness performance. 
One of the reasons for the Enterprise Risk Management (ERM) implementation is 
because it can be expected to improve firm performance [Lam, (2003); COSO, (2004); 
Hoyt and Liebenberg, (2009)] and stakeholder value [Basley et.al (2005)]. This study 
aims at exploring organizational aspects that will contribute to leverage firm bussiness 
performance through an integrated ERM implementation in the Indonesian Port 
authority. Based on previous research studies, some organizational impact factors are 
proposed to be taken into account in designing proper approaches for ERM 
implementation. Those are:  
(a)Environmental uncertainties 

Environmental uncertainties refer to difficulties faced by the organization, which 
are caused by increasing unpredictability of future events. Jaafari (2001) included a 
clear understanding of environmental variables, such perceptions of community, 
political & social impacts due to the shifting forces(i.e restructuring plans) and 
frequent changing of environment (i.e. managerial intervension) , as influencing 
factors for a successful implementation of risk management programs. 

(b)Firm and organizational behavior complexity 
Firm complexity reflects on the amount of business segments within a firm. At the 
Port Company, changes in government regulations and corporate legislation 
regarding risk management indicate that RM is still not considered to be a 
compulsory matter in the company’s business lifecycle. As a result the ERM system 
has not been effectively practiced in the Port organization. Other unconducive 
organizational behaviors towards ERM relate to personnel who avoid to abdicate 
their current responsibilities or to obtain more liabilities, inadequate knowledge 
regarding how to effectively utilize ERM & its benefits and complexity in risk 
assessment have been indicated by respondents during discussion sessions as 
additional obstacles to move towards the intended ERM processes. 

(c ) Firm size 
Findings from COSO (2004), Beasley et.al (2005), Colquitt (2008) and Hoyt & 
Liebenberg (2009) point out that the firm size plays an important role, especially 
when designing a customized risk management system for an enterprise. Having 
been categorized as a large size corporation, enables the port firm to appoint a Chief 
Risk Officer (CROs) to be held responsible for properly establishing, implementing 
and maintaining a suitable ERM framework for the organization. Howevr, 
difficulties arise due to the geographically wide-spread of risk practitioners from 
other branches on different islands. Also a bigger firm size involves more business 
personnel. Their insufficient RM background and expertise are revealed as a 
deficiency for RM plans. 

(d)Support and commitment from Chief Risk Officer and Board of Directors (BoD) 
The CROs & BoD are not only required to smooth out retained business losses but 
are also expected to gain better control over risk exposure by using alternative 
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strategies over the existing risk management tools. Facing this situational 
condition, the BoD must be fully commited to establishing guidelines for risk 
management and to facilitate recognition and compensation strategies through 
incentives and reward to increase a risk-aware culture among port business 
practitioners.  

 
 

2.2 Role of risk management tools in the existing RM method  
      at the Indonesia Port Corporation  
The Indonesia Port Corporation is beginning to integrate compliance and risk 
management tools, into a comprehensive enterprise risk management function, in order 
to solve uncertainties during its Port business lifecycle. In this chapter, as can be seen 
from figure 2.1, efforts are conducted as the first step of the initiation phase, to observe 
the role of the existing ERM method and its discrepancies relating to implementation 
plans within the Indonesian Port Corporation. 
 

Figure 2.1: The position of the efforts that are conducted in this chapter 
to the entire structure of research project 
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In the company, internal political instability reflects threats or opportunities 

associated with changes in organizational regulation, bureaucracy and corporate 
management plans. Those uncertainties are more likely to contribute negatively to the 
Port business community. The term of “uncertainty” refers to the unpredictablilty or 
unknown environmental or organizational variables that either directly or indirectly 
affects corporate performance as resulted from insufficient supporting information about 
the intended factors. To obtain a bearing on uncertainties during its port commercial 
lifecycle, the Harbor Company has categorized risks faced by its business movement into 
several groups (Appendix 2.A). 

The ERM concepts are still fairly new for most of the risk owners and the Harbor 
Company stakeholders that were why currently it could not properly employed and 
expected to give significant contribution to the overal strategic management processes. 
Lack of consensus on the meaning and objectives of risk management were recognized to 
be a deterrent for comprehensively utilizing the risk management systems.  
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2.2.1 Applicable risk management techniques for activities in the Indonesia 
port enterprise 
Some situations have indicated that previous program for implementing ERM 

within the port organization did not work well. In order to avoid similar situations, the 
firm has decided to establish a customized risk management strategy. Trial & error 
methods and recommended models from risk consultants are often utilized to determine 
appropriate RM model to better cope with the current and potential port business 
conditions.  

The ISO 31000 method (appendix 2.B) was considered by the Port organization as 
an appropriate method, to identify the systemic capability of the harbor company to 
manage the risks to its success. This system was expected to systematically analyze and 
increase understanding of the true nature of risks. The ISO 3100: 2009 defined a risk 
management framework as a “set of components that provide the foundations and 
organizational arrangements for designing, implementing, monitoring, reviewing and 
continually improving risk management throughout the organization”.   

 
2.2.2 Risk management  method towards innovative port business processes 

at the port enterprise 
A changing business environment and the implementation of an innovative sea-port 

transportation management and technology strategy are required to achieve the goal of 
becoming a world class harbor.  Besides restructuring the organization to enhance its 
competitive advantage, the enterprise tries to minimize business losses by managing its 
risky business. Thus, the company needs to diagnose the potential business risks 
through an innovative and systemic risk framework by utilizing advancements in 
technological innovation. 

The port corporation is beginning to customize a comprehensive enterprise risk 
management approache (appendix 2.B) which is associated with its strategic 
management plans. Difficulties encountered during the implementation of the 
innovative risk assessment framework within the organization are associated with:  
(a). improper recognition of ERM program from top managerial level. 

The current situation of the developed RM model among the firm’s activity 
indicates that the Board of Directors (BOD) has considered the risk management 
framework assessment to be a complimentary activity to the existing port projects. 
Neither feasibility studies nor risk management assessment are obliged to be done 
prior to the Harbor comprehensive projects. It is quite often found in the company 
that the BOD has approved and started potential projects first, then only thinking 
about the project risks’ assessment after complicated threats have appeared. 

(b). managing the human side to cope with the tailored innovative risk approaches  
Missing proprietary mechanisms for informative communication [i.e flow of 
communication, compatible and suitable tools, learning facilities, etc] and for 
collaborative engagement [i.e. absent of corporate recognition] towards ERM and 
not understanding the motivations, needs and energy level of risk practitioners] 
have been identified, through discussions with key personnel in the organization, to 
be stumbling blocks. 

 
2. 3 General deficiencies in the current ERM methods  
Through qualitative and quantitative approaches (i.e. semi-structured interviews, 
evaluating multiple sources of documentation, direct observation of RM trainings, and 
benchmarking), some symptoms of infirmities in the defined ERM approache have been 
concluded.  

Appendix 2.C provides detailed defficiencies of the current ERM approach, 
obtained from risk personnel in various port branches that need to be addressed by the 
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company. Points 2.4.1 to 2.4.4 summarize the revealed deficiencies based on the table in 
appendix 2.C. Later, causative factors for the deficiencies are categorized into four risk 
management approaches (figure 2.2) such: (i) communication and consults, (ii) risk 
assessments, (iii) risk mitigation, and (iv) monitoring and review. The complete 
explanation of the indicated symptoms, their practical problem solutions and best 
possible actors assigned for the tasks, are listed at appendix 2.D 
 
2.3.1 Communication and Consultation 

In figure 2.2, it is shown that inadequate communication symptoms are rooted in 
ignorance or lack of a risk-aware culture among key personnel, vacant or passive risk 
committee, lack of expertise or in-depth practical knowledge about RM, inproportionate 
teaching & communication skills (due to the seniority culture), irregular people changes, 
ambiguos procedures to perform the ERM program and heterogeneity of risk 
communities. Yet, proper communication about risks and risk tolerance throughout the 
company must be frequent and accurate.  

 
Figure 2.2: Cause and Effect (Ishikawa Diagram) of Deficiencies in the existing ERM  

Implementation at the Harbor Company 
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Further, during the consultation of business risks, the CROs and risk owners should 
commensurate their view on project risks through an open dialogue by taking into 
account the views from risk consultants. Hence, the processes for consultation with 
stakeholders in order to build an appropriate information flow within the organizations 
network (ISO 31000:2009) should be initiated by CROs.  

When a seniority culture exists it is less likely open communication can be 
achieved. Failure in establishing a proper communication technique will encourage 
confusion and misunderstanding of RM plans and minimize the chance for CROs to 
interact with the community, which impacts the social- and infrastructure of the ERM 
program in a negative way. Costly waste of time and energy are considered to be another 
shortcoming assotciated with this discrepancy, which will lead to further improper risk 
assessment techniques. From observations during RM trainings, it can be concluded that 
proportionate communication techniques help the risk authority to provide correct 
information, such as guidelines, to the members of the risk community, that help take 
well-informed decisions that can be incorporated during risk assessment and risk 
mitigation. 
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2.3.2. Risk Assessment 
During the discussions and observations in the port branches, unsuited 

considerations from corporate level regarding the execution of RM, such as: “RM 
assessments only takes more time, money and energy”; “there are many other business 
activities that require more attention”; “RM approaches are not part of my job-desk, 
someone else was assigned for that”; “my hands are tight-up cannot do more” were 
expressed.  

As can be seen at fig.2.2, shortcomings of the risk assessment approach are 
mostly due to : (a) clashes between CROs and lay practitioners often encountered due the 
complexities of risk perceptions, (b) members of the risk community frequently 
misinterpretate or misunderstand the risk register and impact value of potential 
business risks. It is quite often mentioned by the research participants that (c) a 
compatible systematic risk data or information system is urgently required as an 
alternative solution. These conditions are severe and might lead the risk community to 
inaccurate risk mitigation. Failure to provide an appropriate level of infrastructure for 
risk assessment can cripple the whole risk management process in the organization. 
 
2.3.3. Risk treatment / risk mitigation/ risk handling 

Discrepancies attributed to this RM approach are mostly caused (see figure 2.20) 
because of frequent misinterpretation of risky business, improper risk assessments and 
unsolved problems relating to the communication & consultation approach. Lack of 
consideration for secondary risks accumulates improper risk mitigation. In its 
operational activities, this infirmity often occurs when the company plans to transfer the 
risk to a third party (i.e. rent equipments from other company). Problems occur when the 
rented equipment is broken and cannot be operated. As a seaport service provider, the 
port authority is obliged to pay fine to its customers if the service can not be delivered as 
promised and on-time.  

Performance limitations (i.e. time, energy and intelligence) of team members are 
recognized as an influential factor by most respondents in smaller organizations, while 
lack of motivation is expressed by actors from bigger organizations. In general, the 
absenence of continuous learning and communication due to geographically dispersed 
locations is indicated by the risk personnel to be a factor as well. The poor risk handling 
faced by Port business comunities causes more risky situations due to ineffective actions. 
New risks incurred as a result of the inability to address the previous ones, not only 
costs much money but also causes reputation damage. 
 
2.3.4. Monitor and Review 

Each risk owner is obliged to submit a risk report to the CRO. Later, the risk 
reports from risk owners will be combined by CRO assistants. The results of the 
combined reports will be considered as input for the whole of the risk mitigation process.  

In the Harbor Company, monitoring and reviewing risk worksheet reports are 
conducted by CROs. After performing these tasks, the reports will be documented offline 
and later will be shelved. The reports are powerless and have no bargaining power 
towards decision making in any business circumstance. This improper behavior was 
disclosed by most of the risk personnel during the individual interviews, and is 
experienced to be a de-motivating factor for applying ERM framework in their daily 
business activity.  
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Abstract 
 In this chapter, prerequisites/parameters for appropriate ERM program for the 
port organization is described. The resulting design model of appropriate ERM 
approaches introduces the importance of “what we want to achieve and how we want to 
achieve it”. The design phases help to understand the dynamics of enterprise risk 
management framework. At the end, implementation plans are designed to guide risk 
managers during the deployments of the new ERM plans. 
 
3.1 Research process and research questions 
Qualitative and quantitative researches are employed in this study. The qualitative 
approach started with some preliminary meetings with a senior manager and an 
assisstant senior manager as chief risk officers (CROs) from the division of quality and 
risk management, part of the engineering system department. The purpose of this 
meeting was to find problems and discrepancies relating to the intended risk 
management plans at the Port enterprise.  From these initiatory meetings, one research 
question is extracted. It associates with: How to improve the existing enterprise risk 
management to enable the organization to cope better with uncertainties not only in their 
on-going projects but also in potential future projects? 
 According to CROs, improvement plan should be fundamentally aimed at 
cultivating risk awareness to enhance risk owners’ engagement towards risk 
management systems during Port business’ lifecycle.  Besides the aforementioned 
research question, three sub-research questions:  

(4) Which risk management system(s) or tool(s) does the Harbor Company  
currently use? 

(5) How do stakeholders assess the existing RM method(s) and tool(s) given the current 
and most likely future port developments? 

(6) What best practices can be recommended associated with an effective enterprise risk 
management implementation, during its corporate strategies? 

were defined in order to obtain in-depth knowledge about current RM and other 
potential techniques and tools to be considered as the best practice of effective RM for 
the Indonesia Port Corporation.  
 
3.2 Research Phases and Methodology  
The research study approach is focusing on observing, exploring and describing the 
research focuses more on an active role of the researcher within the phenomenon. Thus, 
it was not only aim to observe but also participate for the RM system application and 
testing at the Port environment. This means that the researcher recommends a problem 
solving in the situation that is studied. The researcher participates or intervenes in the 
situation to apply a theory to practice and evaluates its added value. Encompassing the 
complete structure of the research study, figure 3.1 demonstrates the disposition of 
efforts that will be discussed at this chapter 3. This chapter is further continues by 
explaining the study phases, from initiation to implementaion phase, that have been 
carried out by the author in the port company.  
 

       Research Design & Methodology 
 

CHAPTER - 3 
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3.2.1 Orientation phase 
The initiation phase was conducted with primary purpose is to determine the scope and 
directions for the entire research process and to form proper ways for modelling a 
tailored risk management system during the research study.  
 
3.2.1.1 Determine theme for research project 
Determining the theme for this research project was a phase started prior to the problem 
identification technique. The main idea was to define the main theme or topic for this 
study. Together with the CROs, it was decided that the theme for this research project is 
to find ways to improvement the current enterprise risk management system used by the 
Indonesia Port Corporation; making it cope more effectively with the uncertainties of the 
Port business. 
 
3.2.1.2 An initial meeting with practitioners 
This meeting aims at identifying issues related to the intended theme. The initial 
meeting (through discussion with risk practitioners at the Harbor Company) was held to 
ensure understanding from stakeholders towards the goals and importance issues of 
project risk management process.  
 
3.2.1.3 Define research questions 
This study addresses one main research question and three sub-research questions. The 
purpose is to explore in depth some findings gathered from the initial meeting. All the 
questions revolve around the central point about how to improve successive risk 
management process from stake-holders perspective. The approach is aimed at risk 
owners at the Port Company and associates with their behavior towards RM deployment 
within the organization. 
 
 
3.2.2 Research phase 
This phase is administered after the orientation phase. Endeavors due to literatures 
review, empirical research to formulate requirements as inputs for a recommended ERM 
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design and comparative analysis (benchmarking) technique are rationalized in this 
stage.   
 
3.2.2.1 Theoretical framework 
Further, the literature study was initiated to answer the assigned research questions. 
The aim of the literature study was mainly to research how to work with the identified 
roles and challenges, based on previous scientific researches for similar situations. The 
literature used includes printed books, scientific reports, risk management standard 
guidelines (i.e. ISO 31000, COSO, AS/NZS, etc), web-pages of publicized research into 
enterprise risk management and relevant presentations from workshops and conferences 
pertaining to the intended theme.  The main focus areas of the literature study were on 
(1) project risk management (i.e. business drivers, project objectives and risk 
conductors), (2) internal stakeholder management, and (4) Risk communication plan & 
strategy. In search for journals related to these topics, the following sources have been 
employed: (a) Google scholar, (b) ABI/Inform, (c) ScienceDirect, (d) IEEE Xplore, (e) 
JSTOR and (f) references in reports and articles  

     
3.2.2.2 Formulating functional requirements 
In order to formulate functional requirements of the desired RM model, theoretical 
reviews gathered from literature study will be utilized. Participants involved in RM 
employment will be introduced with this research projects’ topic, and then the 
discussions will be guided by asking questions regarding processes of the risk 
management model used by the Harbor Company. 

(1) Interviews 
Using the interview method, the study is conducted to go deep rather than broad. 
Semi-structured explorative interview technique was utilized in this study. The topic 
and issues to be uncovered, sample size, people to be interviewed and questions to be 
asked have been determined beforehand. It is designed to minimize bias. As 
suggested by Keizer & Vos (2003), for the purpose of information gathering, reflective 
interviews are planned to be held with risk experts to validate the initial conclusions 
and findings through brainstorming. 
(2) Brainstorming 
Keizer et.al (2005) asserted that formal risk assessment is more likely to play an 
important role to the success of innovative project improvement. In this research 
study, brainstorming as a way of explorative discussion, is planned to be conducted 
first with the Chief Risk Officer (CRO) to gain information about  the current RM 
procedures & policy in the company. 
 

3.2.2.3 Benchmarking 
Benchmarking technique is utilized to observe various the Indonesia state-owned 
companies. The goal was to learn successful business practice which have used by five 
companies, during the implementation of their RM framework within their 
organizations. Relevant and suitable approaches resulted from this technique are 
adapted into the design in order to improve the current RM programs at the Indonesian 
port organization. 
 
 
3.2.3 Design phase 
At this stage, aggregated input from theoretical reviews, empirical research and 
benchmarking techniques as well as carrying out interactive and reflective evaluation 
with the project managers and risk owners, have been used to make an initial RM 
design. Later, during the validation the actual accomplishments of the designated ERM 
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model, is will be frequently checked, whether : (1) risk awereness from intended 
employees has been cultivated succesfully, (2) any obstructions that might stifle an 
effective ERM process can be removed, so that (3) necessary interventions and changes 
to the implementation process can be made on time. At the end of design phase, 
appropriate best practice approaches relating to the improvement of the ERM process 
manual, which has been implemented successfully during a project, are going to be 
documented in this phase. Guidance and recommendations on which the Harbor 
Company should emphasize when dealing with uncertainties, threats or opportunities 
will be recorded as plans that are expected to be utilized by the risk practitioners for 
future purposes. 
 

 
3.2.4 Validation 
For this validation process, interactive discussion sessions with the relevant project 
stakeholders, as well as data analysis and documentation reviews will be organized to 
revise the prototype RM model. The developed prototype design for the whole project risk 
management framework in the chosen port industry is going to be (1) tested in the real 
life project situation and (2) validated with the project’s risk profile. 
 
3.2.4.1 Testing prototype 
The testing refers to the process of ascertaining that users can find work with the RM 
system and that the functions meet their needs. The users of RM systems represent 
three different levels of expertise: (a) RM experts (i.e. CROs, consultants), (b) risk 
owners, (c) novices / lay people. In this study, testing is operationalized and measured 
through task performance of risk repository database (e.g structuring information 
objects, hierarchies and networks, information actions such as searching and linking), 
system familiarity, user-friendly interface (when assessing the risk database system) 
and subjective satisfaction regarding the tailored RM model.  

 
3.2.4.2 Execute actions 
According to all experts that were interviewed in the 1st phase, the presence of risk 
awareness among participants is very important. Without the understanding of 
operational risks, it will be very hard to focus participants on the contribution of such 
risks. Hence, preliminary explanation of the process and scope of the assessment in clear 
and short terms is recommendable for a collaborative RM implementation. 
 
3.2.5 Implementation phase (Roll-out) 
In order to be successfully implemented, based on findings from Selvin and Pinto (1987), 
the study directs its plans to (1) communicating the objectives of new ERM design to (2) 
the top management level to provide necessary resources, (3) establishing action steps 
required for the implementation, (4) confirm and consult with the chosen respondents, 
(5) providing the required technology which accomodates technical action steps, (6) 
promoting the final ERM model to the intended end-users, (7) communicate the ICT 
infrastructure, which has been established during the study, to all key actors, (8) 
monitoring and gathering feedback from them. This feedback are used to inform the 
CROs and top management level so they can value, weigh, and integrate the feedback for 
future ERM development. 
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3.3  Research Design 
Answers relating to the aforementioned research questions have been formulated based 
on knowledge acquired using literature studies, interviews, brainstorming sessions, 
benchmarking, questionnaires and document reviews from recorded archives). These 
answers have been used as insights in designing a favorable customized RM model.  
 
3.3.1 Axiomatic Designs  
Suh (2001) defined design as “interplay between what we want to achieve and how we 
want to achieve them, as well as how we propose to satisfy the specified requirements”. 
An established improvement, through a theoretical foundation based on logical and 
rational thought processes and tools or techniques, is proposed as the primary goal of the 
axiomatic design. At figure 3.3, findings from Suh indicated that the design world 
consists of four domains which are: customer domain, functional domain, physical 
domain and process domain.  
 

Figure 3.3: Four domains of the design world (after Suh, 2001) 
 
 
 
 
 

 
 
 
 

 
 
The research design in this study is conducted by taking into account the four domains of 
the design world which have been identified by Suh (2001). Referring to this method, in 
this study, the four design domains of a desirable risk management model were gathered 
from 20 risk practitioners during the research project in the Indonesia Port Corporation 
(table 3.2). Of four departments at the Harbor Company, not only practitioners from 
managerial level but also on-site (operational) employees were chosen to participate in 
the research.  
 
3.3.2 Functional requirements (FRs), Design Parameter (DPs), and Process 

Variables (PVs) 
Functional requirements (FRs) according to Suh (2001) completely characterize 
functional demands and needs of organizations, products, and software or intended 
systems. While design parameters (DPs) refer to variables in the physical domain that 
characterize a design in satisfying the specified functional requirements. Process 
Variables (PVs) as the last domain are indicated as key variables that characterize a 
designated process to generate the specified DPs. The complete version of design 
variables for risk management systems, which were formed from insights of risk 
practitioners in the Harbor Company, is described in table 2.1.  
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Abstract 

This chapter provides an overview of the theoretical concepts and methods used 
in this research project. Risk Management is seen as part of project management. The 
main models that are utilized here are (a) a framework which has been developed by the 
Committee of Sponsoring Organizations of the Treadway Commission (COSO) and (b) 
Risk Diagnosing Methodology which is developed by Keizer & Vos (2003), and Keizer, 
et.al (2005). 

 
 
4.1 Project management 
As can be seen in figure 4.1, this chapter is composed as a part of the research phase. 
Comprehensive reviews are attributed to relevant literature about human side in project 
management, enterprise risk management, innovative process of ERM, knowledge 
management, information and communication approach and supporting IT 
infrastructure.   
 
Figure 4.1: The position of efforts that were conducted in this chapter to the  
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Pinto & Mantel (1987,1990) asserted top management support, project missions 
(i.e schedule and plans), monitoring and feedback, personnel, communication, technical 
tasks (availability of the required system with expertise to accomplish defined project), 

Theoretical Framework 
CHAPTER - 4 
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as critical factors for project success. Chapman (2006) pointed out that people 
management, relying on their timely collaboration to achieve the project goals, is 
recommended to be associated with working through external project plans (i.e. changes 
management, business restructuring strategies and risk management program, etc). 

Hence, project management includes integration, control, monitoring and the 
contributions of people to the project, in order to achieve the desired outcome. Failures to 
balance those factors are likely to affect the project, causing it to go sideways.   

As the project may encounter unexpected uncertainties, approaches to cope with 
the manifestation of risk are necessary. The project management program is aimed at 
identifying and planning for contingencies that may be required to prevent a project 
from being knocked off course. Besides, it helps managers to detect the trigger events 
and to build personal bandwidth when they have to quickly respond properly with all the 
“known unknown” items and the “unknown unknown” ones.  

An effective combination of attitude and approach from project managers is 
required in order to protect the project bandwith when they set up the risk management 
systems; to diagnose and address the issues in safeguarding value during the project life-
cycle. A plan, that is outlines how the project uncertainties should be managed, needs to 
incorporate (a) the basics process about (project) risk identification and assessment, (b) 
how uncertainties should be communicated and monitored, (c) how the calculation about 
cost contingencies and time is aligned in the project budget and schedule. 
 
 
4.2. Enterprise Risk Management (ERM) 

In Merriam Webster’s Dictionary (1985), Risk is defined as “the possibility of loss 
and injury or something that creates/suggests a hazard”. Project Management Institute 
(2000) defines risk as an uncertain event or condition that, if it occures give either 
negative or positive impact on an objective of a project. A list of comparative definitions 
of risk can be seen further at appendix 4.A.  

Research conducted by Keizer & Halman (1994); Keizer & Vos (2003); Keizer, 
et.al (2005) categorized a factor into a risky one, if: (a) it has greater likelihood of 
occurance; (b) small level of influencibility; (c) severe potential consequences for the 
project success. 
A new framework for enterprise risk management is being defined by the Committee of 
Sponsoring Organizations of the Treadway Commission (COSO) as:  
“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 effect the entity, and manage risk to be within its risk appetite, to provide 
reasonable assurance regarding the achievement of entity objectives” (COSO, 2004). 
 

Figure 4.2: Integrated Framework of Enterprise Risk Management (COSO, 2004) 
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A structured risk management approach enhances and encourages the identification of 
greater opportunities for continuous improvement through innovation (Standards 
AS/NZS, 2004). COSO represents the ERM model (figure 4.2) as a three-dimensional 
matrix of eight elements deemed necessary for accomplishing operational, strategic, 
reporting and compliance objectives.  
 
4.2.1 The top of the cube in the COSO model 
The top of the cubes determines strategic, operations, reporting and compliance as 
delineated factors of ERM. Strategic view can be expected to coerce a rational process for 
assessing potential risks. It should lead to managerial consideration in a broad sense of 
how risks in particular business units, subsidiaries, and divisions affect what the overall 
Port organizations are trying to achieve. Despite of narrowly thinking about business 
risks, all intended members related to ERM program, are required to understand the 
objectives and strategy of the defined program.  
 Risk management (RM) is often perceived by most of company, as being a merely 
compliance, regulatory function or bureaucratic activity with neither visible nor clearly 
understandable relation with the overall strategies of the Port organization. Enhancing 
an understanding of risk exposures, key strategies and goals help management to 
regenerating the value for RM throughout organization. It efforts are intensified by 
charging every management level in each business unit with achieving specific 
objectives.  
 
4.2.2 The eight horizontal rows in the COSO model 
Implementing ERM can not be expected to be quick and easy for most organizations. The 
eight elements determined in the cube are recommended to be assessed chronologically, 
from the internal environment and concludes with the monitoring approach.  
 
4.2.2.1 Internal environment 
Despite of the unique nature, the ERM implementation in each organization has a 
common requisite, to have full commitment and support from top management. A design 
of compatible and suitable ERM processes should be integrated by taking into account 
expectations and needs from the stakeholders. ERM systems may benefit from 
judgement and decisions made by risk personnel who bring heterogenous expertise, 
knowledge and perspectives to the ERM process, based on their actual business 
situation.  Hence, top leaders, stakeholders, risk committee and risk facilitators in the 
Port company are obliged to participate in the initial discussion about ERM programs to 
reveal issues about what they want to accomplish, what level of commitment is required 
from each group, what they should do to communicate the ERM plans  throughout the 
groups and organizations effectively. 
 
4.2.2.2 Objective setting of ERM 
In seaport infrastructure investments, one of the essential features to deal with 
uncertainties is to structure a defensible enterprise risk management strategy. Hence, 
besides avoiding the occurrence of accidents by developing and maintaining safe 
technologies, processes and procedures, the other general objectives of risk management 
are: (1) to enable governments, employers, workers and other stakeholders to reduce the 
risk of unlawful acts or security threats through its integrated guidance framework (for 
addressing natural and man-made disasters). Furthermore, the RM is expected (2) to 
develop and implement an appropriate port risk strategy not only to identify threats but 
also to recommend counter measures to deter, detect and reduce the likelihood and 
consequences of any potential disasters, with the final objective being to generate best 
return on investment and supply chain value generation 
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4.2.2.3 Events identification and Risk assessment 
It is impossible to identify all related project risks because there is always the potential 
for unidentifiable risks or unknown unknowns. Explorative interviews, based on 
individual basis, with business’ managers (in this context will be considered as risk 
owners) and risk personnel (i.e. risk owners, risk supervisors, etc), have been conducted 
not only to diagnose all knowable risks but also to uncover the unknowns. The author, as 
a risk facilitator plays a role to distinguish and to list the perceived organizational, 
technological and commercial risks [Keizer & Halman (1994); Keizer & Vos (2003); 
Hillson & Simon (2007)]. 

The risk assessment reinforces practitioners in prioritizing ways to prevent 
potential obstacles and to enhance the possibility of a successful implementation. For the 
risk assessment, the risk diagnosing method (RDM) technique developed by Keizer & 
Vos (2003)  is recommend to be used, to help integrate the critical considerations brought 
up from the interviews. An outcome of participative observations in daily activities in the 
Port organization recognizes the need for senior management teams as a whole to 
include people with expertise to assess various ranges of risks. 
 
4.2.2.4 Risk mitigation or risk response  
Standards AS/NZS (2004) addressed the development and deployment of specific-
effective response and action plans for increasing potential benefits and reducing 
potential negative impact of business uncertainties.    
Acknowledging projects at seaport organizations might be entitled to both threats and 
opportunities, the aim of the new RM tool will be focused on increasing people expertise 
or knowledge towards the running project. With the adequate expertise and knowledge, 
they can be expected to choose and rank appropriate options in risk mitigation and 
integrate them as part of a process for continual business improvement. 
 
4.2.2.5 Control activities 
An audit committee is held responsible for supervising the RM processes, and reporting 
the identified other relevant key issues and the mitigation actions to the BoD. Together 
with senior executives, the risk audit committee needs to inform the BoD of any 
emerging issue that requires immediate handling treatment of the board. A 
recommendation for composing an audit committee is proposed in this study due to the 
absence of this team in the existing ERM model.   
 
4.2.2.6 Information, communication and consultation channels 
A flow of risk information across employees involved in the RM processes is an 
important aspect of developing and delivering the proper risk data needed. Relevant 
information associated with key issues to oversee the performance of risk management 
approaches, can be obtained in a timely manner from risk practitioners who have 
identified, discussed and minimized the emerging risks.  

Standard AS/NZS (2004) and (ISO 31000:2009) suggested an organization to 
encourage two-way dialogue between company and stakeholders to effectively deal with 
the risky business situations that have been identified.The purpose of information and 
consultation channels is to allow parties involved to understand and determine desirable 
actions.  

In the context of this study, an adequate information infrastructure is 
diagnosticated to facilitate the risk personnel to liquidate the unexpected or recurring 
hazards. Thus, a plan for regular discussions, to be conducted among senior executives 
and BoD, is recommended in this thesis study. The purpose is to enable them to allocate 
treatments and to help minimize the negative impact top risk issues potentially have on 
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the organization.  Further, identifying common patterns of miscommunications and 
avoiding the resulting misinterpretation during business’ risk assessments, is suggested 
to be the responsibility that is taken on by the CROs. This effort is essential to foster the 
ability of the risk practitioners for applying what has been learned during training 
related to RM programs.  
   
4.2.2.7 Monitoring and Review 

Standards AS/NZS (2004) states, that the monitoring approach is considered to be 
a necessary activity, during continuous improvement of the intended ERM programs, to 
continuously evaluate the effectiveness of all phases in the risk management process. 
Monitoring and review can be expected to ensure the changing circumstances do not 
alter the prioritized issues. In monitoring and reviewing activity, findings from ISO 
31000 (2009) asserted that the ERM need to be scheduled to ensure that the planned 
risk mitigations remain relevant and achieve expected outcomes. Output of this activity 
will be recorded and reported to be utilized further as an input to review the ERM 
framework.  

The current situation at the Port organization is that some business leaders 
misunderstand the concept of ERM. Due to their limited knowledge of ERM, they 
inappropriately characterized ERM as a fad, a project to be accomplished, an advance 
technology to be built in or an additional new business unit to be developed and 
subsidized. Thus, board of directors (BoD) and other key stakeholders were not easily 
persuade to collaboratively manage the ERM. Proactive approaches to risk management 
include not only process but also activities which are intertwined at core activities in the 
Port organization, in order to perform risk management on consistent basis by business 
practitioners throughout an organization. The ERM is needed to be applied 
simultaneously to core activities in business units of the company.   
 
 
4.3 Managing organizational issues of innovative ERM process at  
      the Indonesia Port Corporation  
Arrow (2008) found that enterprise risk management “can never succeed if it is not 
embraced at a cultural level”. Other authors, Rassmusen & Mark (2010) wrote risk 
culture as the “tone at the top shaped by the values, strategies, objectives, risk tolerances 
and attitudes that form how everyone views the trade off”. 
 
4.3.1 Managing human-side as the tool to fit the innovative ERM process 
Previous studies conducted by Hillson & Simon (2007), Hillson & Muray-Webster (2007), 
PWC(2009) and Hindson (2010) concluded that risks are not managed by robots and 
many have recognized that behavioral factors have a major influence on risk 
management. During the initiation of innovative an management process toward risk, 
an organization needs to accommodate it by facilitating the process with a suitable team. 
Different organizational structures are reccomended to establish different kinds of teams 
[Christensen & Overdorf, (1997)]. 

In the correlation with the current situation of ERM approaches in the port firm, 
the authors suggests that if the project fits-well within the firm’s processes and values, a 
functional or lightweight team has the capabilities to administer the ERM (case A). 
While, if the project is a good fit with the company’s values but not with its processes, a 
heavy-weight team is suggested to be built in the organization (case B). In this case, the 
existence of ERM model causes problems and requires new types of interactions and 
coordination among teams and actors. Both kinds of teams can be expected to operate 
sustaining the innovative process. On the other hand, when the ERM plan is categorized 
as a disruptive change which neither favorable for the current process nor values of the 
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port community, a spinout department for RM is needed (case C).  A heavy-weight team 
can be expected in this situation to handle the challenges. The same heavy-weight team 
can be utilized in the last possibility (case D) when the RM is considered as disruptive 
action, yet still fits with the port business’ processes, but its values are not recognized. 
The development of ERM can be expected to be successful in-house, but in order to 
achieve its commercial benefits, a spinout division is recommended. 
 

Figure 4.3: Various tools to fit with the ERM process  
(from: Christensen & Overdorf, 2000) 

Use 
a heavyweight team 

within
 the existing 
organization

B

Use 
a lightweight team 

within
 the existing 
organization

A

C

D
Use 

a heavyweight team, 
development may occur 

in-house, a spinout is 
required for a 

commercialization

Use 
a heavyweight team 
In a separate spinout 

organization

Fit with organization’s values

Fi
t w

ith
 o

rg
an

iz
at

io
n’

s 
 p

ro
ce

ss
es

Poor

Good Poor

Good

Sustaining innovation Disruptive innovation  
 

 In the Harbor organization, case B is more likely experienced by the CROs. 
Hence, this study recommends a risk management committee, which consists of a 
heavyweight team and a heavyweight risk manager, to be established for the 
implementation of the proposed ERM plan (figure 9.3). Their detailed roles and 
responsibilities are described in appendix 4.C. 
 
4.3.2 Knowledge management for human resources and          

management practice 
The implication of Knowledge Management (KM) to the innovation process of ERM is 
associated with its role on the human resources factors. In order to deal with unfamiliar 
difficulties and complicated tasks, previous research (see appendix 4.D) proposes 
organizational knowledge creation through Socialization – Externalization – 
Combination – Internalization (S-E-C-I) developed by Nonaka (1991; 1994), Nonaka & 
Takeuchi (1995) and the establishment of knowledge transfer systems (Ishikawa & 
Naka, 2007). Other authors, Burgelman, et.al (2004) associated organizational 
absorptive capacity with the acquisition or assimilation of information about the 
intended knowledge by employees and their ability to exploit the approaches. Absorptive 
capacity is related also to the actors’ ability to transfer knowledge across the 
organization and within subunits. 

In this study context, the absorptive capacity of risk practitioners can be realized 
by providing a suitable structure of open communication between their working 
environment and the risk authority in the head office. Prior knowledge of risk personnel 
regarding risk will confer their ability to value the new RM process, assimilate it and 
deploy it to serve commercial ends. Besides being armored with sufficient 
enlightenments about the ERM process, the knowledge of risk personnel should be 
rejuvenated by organizing continuous learning, while the risk experts (i.e.CROs and risk 
consultants) must be equipped with continuous teaching skills. 
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4.3.3 Information and communication management 
Developing abilities that drive core operating performance through stakeholder 
engagement and communicative risk personnel to manage the issues effectively are 
required besides establishing the RM systems itself (Standards AS/NZS, 2004) 
 
4.3.3.1 Internal stakeholders’ involvement 

The importance of stakeholders’ involvement into risk formulation and 
implementation has been recognized as a vital tool for strategic managers (Crosby, 
1991). A team work is characterized by Davidovitch, et.al (2010) with coordination and 
information sharing. Loosemore, et.al (2005) wrote that through the meaningful 
consultations: (a) more project’ risks and opportunities can be identified, (b) more ideas 
for managing those risks and opportunities effectively will be obtained and (c) greater 
long-term support in the strategy of controlling PRM might be assured. 

At this context, the integration of individual knowledge in the team to a collective 
level is proposed for effective stakeholders’ engagement. Their appropriate involvement 
can be expected to help project manager(s) in building an informed constituency to take 
action and manage risks. But, every stakeholder will has different range of concerns and 
objectives that they want to address when defining particular project risks. Hence, 
understanding their perspectives on risky project and managing their demands toward 
effective risk management frameworks is not only critical but also difficult (Wolfe & 
Putler, 2002).  The assessment of the internal stakeholders will be generally aimed at 
their involvement within business units in each department of the Indonesian Harbor 
Company, with limited cross-functional or external consultations.  
 

4.3.3.2 Risk Communication Plan & Strategy 
Bourne & Walker (2005) suggest risk managers, who are held responsible for ERM 
programs, to establish and proactively maintain a communication plan with the 
influential stakeholders. Hence, the chief risk officers in the Indonesia Port, together 
with risk facilitator will need to find a suitable way to manage its communication 
approaches to maximize efficiency and effectiveness of the designated enterprise risk 
management processes. For this purpose, a communication framework is promoted for 
the implementation plans at figure 9.3. Further explanation for the communicative 
approach, which was based on findings from Lundgren & Mc.Makin (2004), will be 
explained at appendix 4.B 
 

4.3.4 An innovative technology-based informative infrastructure 
Information systems are established to facilitate organizational communication by 
processing data into a form that will support the business processes. The supporting 
infrastructure in this study is made up of interdependent components: the reported 
documents, the risk assessment software, the linked networks database, and the people. 
Those elements depend on proportionate coordination and communication among parties 
involved, unexceptionally the BoD.  Improper infrastructure has been identified as an 
obstacle which has resulted in increased complexity of managing business and the 
number of outside participants involved (i.e. outsourced workers, third party companies, 
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etc). This condition is judged by the risk owners to stifle the execution of alternative 
techniques towards managing the diagnosed business uncertainties. 

Each Port branch in a distributed public service supply chain has a fair amount of 
independence and autonomy, and their own of influence and informative way which were 
spread across organizations and geographies. This condition unconsciously generates 
hesitation to comply procedures to deal with the defined issues. More accurate 
information and analysis are needed to support decision-making. In this case, most RM 
systems will need to be re-architected to support assessment and reporting across the 
branches. Having the essential data integrated in one repository system greatly 
accelerates the reuse of data to address risk management. So that parties involved may 
learn from the fact of the former business handling, avoiding the recurrence problems 
and reusing actions which were previously successful in the risk mitigation or 
contingency. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Abstract 
In this chapter both qualitative and quantitative approaches used to conduct the 
empirical research, are described. The qualitative approach was initiated by conducting 
discussion sessions with CROs (at the head office) and with risk personnel in the Port 
Branches. While the quantitative approach is conducted using the RDM software 
developed by Keizer, et.al (2002) by which the risks pertaining to the ERM 
implementation are diagnosed and compiled in a risk topography.  

Results of this empirical research have indicated that additional tools (i.e. risk 
database system, additional templates, etc), full commitment support from the BoD and 
better engagement of risk managers towards RM deployment need to be prioritized as 
inputs for establishing a favorable ERM framework that meets the functional 
requirements of company stakeholders. 

 
 

5.1 Methods of empirical research 
 
Figure 5.1 presents five approaches, as a part of the research phase, that will be 
organized during the empirical research. 
 

       Empirical Research 

CHAPTER - 5 
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Figure 5.1: The position of efforts that were conducted in this chapter to the  
entire structure of research project 
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5.1.1 Qualitative approach 
The qualitative method is executed through two rounds of semi-stuctured 

interview sessions (for about 45 minutes each) and utilized a brainstorming technique, 
with all risk stakeholders (i.e. CROs, risk owners, risk supervisors and risk reporters).  A 
list of issues to be discussed was prepared before the initiated interviews (appendix 5.A). 
The general purpose of these discussions was to reveal their perspectives on how well or 
how poorly key elements of RM practices had worked up to that point in time were 
elicited and listed and how they deploy the current RM model within the Port business 
environment. Besides discussions, this research investigated printed documents of the 
existing risk worksheets reports as well. 

 
5.1.2 Quantitative Approach 
The quantitative approach is firstly conducted systematically by clustering issues. Based 
on Keizer, et.al (2002), diagnosed issues pertaining to successful implementation of the 
formed RM processes in the Port organization are categorized into (a) technological 
issues, (b) organizational issues and (c) commercial/business issues. The issues later will 
be taken as evidence in the case of this heuristic study.  

To this end, we developed an intensive questionnaire confirming risk oversights 
from all parties involved and risk management performance across organization.The 
questionnaire was directed to the individual who is primarily responsible for the risk 
management of the firm. Of the questionnaires appraised, 20 were filled out and only 15 
were considered as completed questionnaires. The questionnaire consists of closed-end 
and Likert scale (from 1 to 5) questions related to major areas of interest: 

1. Organization and structure of the risk management function within the firm’s 
business units. 

2. Current use of RM model derivatives within the firm, the risk manager’s role 
in related decisions, and attitude regarding the use of derivatives. 

3. Insights about current or expected use of risk management alternatives from 
the involved parties and the risk personnel’s opinions about these alternatives 
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The outcomes of qualitative research (i.e.statement of issues regarding the current ERM 
implementation condition) have been used as input for the quantitative research. 
Further, the results of the both research approaches are detailed in appendix 5.B, and 
have summarized in the top-10 rank list shown in table 5.1. 

 
5.1.3 Prescription-driven approach 

Van Aken (2004) indicated that prescription oriented research is solution oriented 
which refers to developing and testing a designate solution. Unlike description-oriented 
research which concentrates on the problem, understanding the problem and detecting 
its causes. The prescription-oriented approach is a deliberately designed intervention 
which will be remodeled based on the lessons learnt from testing and grounding.  

All relevant insights, which were captured from: [1] risk topography, as a method 
for diagnosing possible issues (appendix 5.B); [2] brainstorming technique with the risk 
personnel; [3] five implementable requirements summarized; [4] benchmarking 
technique with other industries; [5] previous scientific studies; and [6] risk experts’ 
opinions through workshops, conference or symposium, are analyzed and considered as 
prescriptions for designing a recommended model to improve the existing ERM at the 
Indonesia port enterprise (at chapter 7). 
 
 
5.2 Results and analysis from qualitative and quantitative  
      Approaches 
 
5.2.1 Regarding qualitative approach 

During the interviews and brainstorming process used to identify risks related to 
organizational, technological and business aspects in the Port organization, many risk 
practitioners put forward that the two major problems being faced by the current risk 
management system are associated with (1) lack or dilatory support from top 
management at the corporate level, and (2) shortage in human resources capability.  
 
Figure 5.2:  Organizational factors that are concerned as obstacles during  

implementation of  the established RM systems.  
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As can be seen in figure 5.2, lack of management commitment and support has a broad 
impact on the effectiveness of the ERM framework: (a) Vagueness caused by the defined 
ERM plans and (b) missing proper feasibility studies in risk assessment reports for the 
Port business projects, due to lack of resources, because the senior managers had little 
commitment for insisting their subordinates to conduct feasibility study prior to project 
plan, and to provide compatible resources for the intended project risk assessments. This 
situation causes (c) confusion among business risk practitioners, especially when high 
risk projects have to be done. Quite often, they had to call off projects that had already 
progressed half way; or find ways to mitigate the risks after they already manifested 
themselves. (d) Absence or insufficient  specialist expertise or knowledge about ERM is 
recognized by people from both sides (management level and risk practitioners) as the 
reason of inproportionate management support and a low capability of practitioners to be 
aware the benefits of ERM deployment during the business life cycle. This factor also 
plays a role in the occurrence of (e) undecidability problem. Delays occur in risk 
assessments because the actors have neither sufficient knowledge nor the expertise 
required. (f) Irrelevance corporate politics and ignorance from stakeholders (associated 
with their capability shortage) has leaded the ERM project into (g) uncertainty in the 
implementation plans. Further, the human resource shortage induces: (h) ambiguity in 
analysing risk associated with the intended projects, an (i) inappropriate deployment 
process due to cutting corners to reduce workload and (j) imprecise risk worksheets 
reports. 
 Besides the two major problems above, there are three other difficulties required 
to be accomodated as well. Those are: 
(1).lack of integration, especially in the matter of: 

 Hard systems with soft/human issues, 
 The information structure  
 Actualization tasks at risk management framework related to port 

business management 
(2).corporate consideration toward RM methods in project success.  

The higher management levels often regard RM as a complimentary activity, 
instead of the obligatory one. Risk management activities will only be taken into 
account when unforeseen impacts are eventuated with project failures or 
damage as a result. Most practitioners deplore the attitude management has 
towards risk management. 

(3).Vagueness of expectations from risk management plans 
The aim of RM should be better response planning by “what-if” scenario 
building. In order to revise plans, an effective monitoring and follow-up of risk 
reports is a necessary task to be performed by the BOD. Thus, (a) better 
communication about risks assessment and its actual obstacles or boundaries 
between project participants in the port business life cycle and (b) construction 
of “corporate memory” to enhance experience-based solutions of how similar risk 
can be avoided are needed in order to reduce this vagueness. The lessons learnt 
about risk-response toward project performance and its relationships will be 
stored in the corporate risk memory to improve decision making in the 
forthcoming projects. 

In conclusion, visualizing potential advantages of RM philosophy and its role to provide 
management with value-adding activity should be stressed more vividly across business 
project life-cycle in the port organization. 
 
5.2.2 Regarding quantitative approach 

Further, the major shortcomings resulting from a qualitative approach, 
associated with practical evaluation of the current RM deployment processes, were 
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identified and listed. In order to figure out which issues should be prioritized, the 
registered statements are evaluated by using RDM software (developed by Keizer, et.al, 
2002) as a means for conducting the quantitative research approach.  

As can be seen from table 5.1, most of the respondents from the Port branches 
emphasized the importance of (1) finding adequate alternative tools to be integrated into 
the ERM framework, and (2) full commitment from the BoD to support the ERM 
program. The highest risk class scored by respondents indicates that failure to 
accommodate the issues will jeopardize the ERM implementation. From appendix 5.B, 
the issue for finding alternative tools (statement nr.5), has a high importance level and 
low level of respondents influencibility. The respondents asserted that it is not only 
important but also a challenge to have a new tool which will enable linked risk reporting 
to be reviewed online in order to reduce confusion when performing risk assessments. 
Meanwhile, company policies and regulations have enabled them to provide the required 
tool by themselves.  

The second issue is associated with commitment and support from BoD to pursue 
the planned ERM framework (statement nr.8). The respondents attribute a high 
importance to BoD commitment for RM success, and they require the BoD to actively 
participate in all ERM programs and to be committed to pursuing all business 
practitioners to conduct business risk assessment prior to the Port project investment or 
extension plans. Both high ranked issues are needed to be accomodated. The additional 
RM tool should be initiated by the BoD and others from the top management level. 
Ignorance or dilatory action from the intended leaders will stifle the risk practitioners in 
approaching a proportionate implementation of the ERM plans.  

Further, in this chapter, analysis of data outcomes is focused on discussing the 
second group which is Medium- High of class level. Most statements, which are ranked 
in this class, are related to business practitioners’ participation and engagement towards 
the ERM framework program. Besides conducting questionnaires, the author has had 
interactive interviews with the risk personnel in various port branches and discussed the 
difficulties faced by the personnel during the RM practice (especially risk assessment 
using worksheets). As can be seen from appendix 5.B and table 5.1, the active 
engagement and motivation from project leaders (statement nr.9) and project risk owners 
(statement nr.23) are importance for assessing the ERM program among departments in 
the port organization. Although this condition is hardly found in the port branches, 
somehow most groups of risk personnel (i.e. risk supervisors and risk assessors) in the 
port branches can manage to get the work (i.e. business risk assessments) done and 
deliver the risk worksheet reports on time. Then, the next organizational issue 
(statement nr.10) relates to the statement given from business practitioners that the 
construction of the RM model should be based on functional requirements of the firm’s 
stakeholders. This situation is experienced by risk owners during the risk assessments. 
Difficulties occur because the ERM program does not fully conform to the Port business 
environment. Most of respondents voted highly on the level of certainty from this 
statement (see appendix 5.B, statement nr 10). Level of their influencibility indicated a 
medium one. The argumentation given for this situation is that although the current 
ERM does not fit their business risks precisely, some of them could make it fit with their 
actual business situation, despite their limited knowledge of RM. 
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Another risk management challenge in the Port enterprise concerns the firms’ 
understanding and control over their potential commercial issue (statement nr.33). Most 
of the respondents (8 out of 15) voted highly on the statement that a prediction of Return 
on Investment (RoI) from each project can bee seen through the ongoing RM 
configuration. They affirmed the very importance of RM to enable them to forecast the 
RoI from plans for investments or business expansion. Although 4 of the respondents 
gave lower score on their ability associate with the RoI assessment, the majority seem to 
have no problems with it (appendix 5.B, statement nr.33).  

 
Table 5.1: Top-10 issues and the risk class for employing the intended RM programs.  

Rank Statement 
Number 

Statement of issue Cluster Class 

 
1 

 
5 

Finding an adequate alternative tool (i.e. linked 
risk database network) for supporting the 
existing RM model 

Technological 
issue 

 High 

2 8 Active support and full commitment from Board 
of Directors towards the RM infrastructure 

Organizational 
issue 

High 

3 9 Project leaders from each division are motivated 
and highly engaged in Risk Management 
processess 

Organizational 
issue 

M - H 

4 10 The RM model is constructed based on 
functional requirements from its stakeholders 

Organizational 
issue 

M – H 

5 11 The RM team has sufficient authorization to 
appraise and to establish a suitable RM 
framework 

Organizational 
issue 

M – H 

6 19 Risk-owners, as the end-user of RM framework,  
are voluntarily committed to attend 
Socialization-Externalization-Combination-
Internalization(S-E-C-I) processes 

Organizational 
issue 

M – H 

7 23 Project risk-owners from every division are 
actively participating in the decision making 
process for a suitable RM model at the  Company 

Organizational 
issue 

M – H 

8 33 A prediction of return on investment (ROI) from 
each project can be seen through the ongoing RM 
configuration 

Organizational 
issue 

M – H 

9 16 All integrated steps in the established RM 
framework are appropriately socialized to all 
risk-owners. 

Organizational 
issue 

L -H 

10 25 Incentives (i.e. enforcement, reward & 
punishment, etc) from higher management is an 
effective way to enhance risk community 
involvement 

Organizational 
issue 

L - H 

 
The third group class, which is the Low-High level. Another effort for assessing 

risk management was considered to be effective when top management level creates 
compensation practices through incentives or remuneration programs for the risk 
personnel. Although it is considered to be important by 9 out of 15 respondents, only 3 
out of 15 people had a high assurance of the fruitfulness of what integrating this 
program would have for the successful implementation of the ERM plans.  

According to Keizer, et.al (2002), there is a need to mediate the issues which were 
ranked at medium-high or low-high class and figure a way to direct the respondents to 
have so-called a common sense to come into the one class, either it is decided to be a 
high, medium or low class. In this study, the author as a risk facilitator in the company 
organized intensive discussions with those respondents who scored differently, in order 
to achieve the same idea of class toward the defined issues. 
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Data collection 
Phase 
Select methods to 
collect data  
(i.e interviews,  
scientific papers,  
workshop, 
etc ) 

 
 
 

Communicate 
findings  

 

Data comparative  
analysis 
regulate gathered  

information toward Port’s   
  best practice performance 

 

 
 
 

 
 
 
 
 
 
 
 
 
 
Abstract 

Besides collecting functional requirements, benchmarking is used as a second 
attempt in this study to obtain valuable inputs for the ERM design. 

In this chapter, the study presents customized and comprehensive techniques and 
tools that have been successfully applied by other relevant organizations in the 
Indonesian business environment. The method utilized for selecting organizations hinge 
mostly on the similarity these have, in types of business, organization’s size, ownership, 
organizational culture and behavior, with the Harbor Company.  
 
6.1 Purpose and methods for benchmarking processes 

Besides opening minds to new ideas, benchmarking (as a part of this study) is 
recognized by risk practitioners in the company, as a tool for leveraging continuous 
quality improvement of the current RM program. Although they agree on the advantages 
of benchmarking, the process of benchmarking is rarely conducted during the 
development process of the RM. The reasons are mostly associated with (a) wasting time, 
money, energy; (b) the port organization is a unique company in terms of business 
infrastructure; (c) different organizational culture; (d) reluctance for giving information 
to other parties due to domestic policy formation. The processes used during the 
benchmarking activities in this research start with (see figure 6.1):  
 

Figure 6.1:  Benchmarking processes administered in this study 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The processes used during the benchmarking activities in this research start with (see 
figure 6.1):  

      Comparative Analysis  
      of Risk Management Techniques  

CHAPTER - 6 

   Preparation 
   Phase 

What to benchmark ? 
Identify  relevant 
comparative  partners 
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6.1.1 Preparation phase 
The idea for benchmarking during research study was performed to address the 
limitations experienced by the key risk personnel for this technique. 
A list of some reputable Indonesia companies was constructed for this phase. 
Comparative analysis is mostly based on: 

(a) similarity in ownership,  
The benchmarking process was planned to be directed to investigate other 
corporations in the Indonesia ministry of state-owned enterprises. 

(b) similarity in the size of organization, in term of human and financial resources 
(c) similarity in types of business, as service providers to the public, and as 

generators for the Indonesian economy. 
(d) similarity in organizational culture, associated with vision and mission from 

corporations to be a world-class quality enterprise. 
From 140 state-owned enterprises, it was found that 10 of them matched with the given 
criteria. They have not only been able to properly develop a customized risk management 
model, but are also successfull in actively implementing it.  
 
6.1.2 Data collection phase,  
This action is conducted through interviews, workshops, analyzing scientific papers, 
questionnaires, etc. In this phase, the activity is focused on administering the various 
data collected, and refine them by their relevancy toward best-practice of ERM 
performance for business processes at the Indonesian seaport organization. Due to the 
long time it takes to fullfill bureaucratic requirements for interviewing risk authorities 
from the chosen companies, benchmarking could only be observed at five companies. 
Information about ERM approach at a company called PTPN (see appendix 6.E) was 
assembled from one of key speaker at the Asia-Pacific conference about risk 
management. 
 
6.1.3 Data comparative analyses,  
The successful performance of risk management framework from the chosen enterprises, 
relating to their approaches for the RM adaption and improvement, is applied by this 
research as innovative knowledge to promote additional insights for establishing and 
integrating a proportionate risk management model into daily business processes at the 
firm.  
 
6.1.4 Communicate findings from benchmarking technique 
The information obtained, about opportunities and effectiveness of the defined RM 
approaches from other companies are reported to the risk authority at the firm, so they 
could be encouraged to incorporate the ideas as standard action procedures for proper 
usage of RM within the Port organization. 

The benchmarking stages in the research phase are administered after the 
theoretical reviews and empirical research. It is organized before the design phase (see 
figure 6.2). The inputs resulted from this effort will be consider as learning factors for 
the port authority to implement the intended RM plan properly. 
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Figure 6.2: The disposition of benchmarking processes to the entire research study 
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6.2 Addressing discrepancies of existing ERM with the results  
      of benchmarking 
Table 6.1 lists results from benchmarking techniques from the chosen five Indonesian 
companies. Further, contributions to the outcomes, to overcome deficiencies towards 
ERM at the company, are weighed. Various benefits associated with insights from 
benchmarking, are concluded together with key risk personnel. Those are:   
(1). Solve problems of missing knowledge and expertise 
The knowledge transfer approach at PT.PINDAD is referred to facilitating knowledge 
sharing by conducting routinization processes for knowledge dissemination to the 
parties involved. At the company, the required knowledge to do the intended work has 
not accumulated to all level of business practitioners. Hence, the CROs are stipulated to 
address the demand knowledge by constructing a decent infrastructure which utilizing 
knowledge transfer systems (i.e. S-E-C-I)) to create suitable knowledge for executing 
accurate risk worksheet assignments.  

(2). Leverage individual or group discussion 
The intensive knowledge processes of ERM plans and routine workshops/ training, 
which aim at all business practitioners, not only enable individuals to obtain the 
required knowledge but also encourage them to communicate and consult it 
individually or in groups with their colleagues 

(3).Cultivating a risk-aware culture 
Unknowns for RM knowledge and missing expertise to deploy the established RM have 
caused them not to prioritize the RM plans among other business activities. This can be 
addressed by organizing knowledge routinization process within organization to 
cultivating a risk-aware culture. 
(4). Avoide risk owners to live in silo 
Through this technique, sufficient knowledge, appropriate routines of knowledge sharing 
and reduced seniority culture can be expected to avoid the risk personnel to live in silo 
when performing the risk assessments. Further, they can be motivated to engage their 
community. 
(5). Diminish misinterpretation of business risks 
Through sufficient knowledge about basic risk and the RM program, misinterpretation of 
risk events can be reduced. At PT.PINDAD and PT.PN (see appendix 6.B), the company 
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set-up a database system for storing the risk archives, as future guidance to assess the 
risks. In the plan for a new desirable model of ERM at the Indonesian port industry, the 
idea of integrating a knowledge management system with the risk data management 
system is integrated into the design (figure 7.3). The risk repository system is planned in 
the new model to avoid similar misinterpretations during risk assessments and to (6) 
encourage open communication, so that all risk personnel can communicate and consult 
difficulties faced during ERM programs across borders. Borders which are related to 
hierarchical levels, geographical location, and level of freedom to express their 
vulnerability and frustrations. 

 
Table 6.1: Insight from benchmark and its functions for accommodating the identified  

       discrepancies of existing ERM approach 
Insights from 
Benchmarking 

Identified Deficiencies 
(refer to the existing RM program) 

 Communication 
and  
consult 

Risk  
assessments 

Risk 
mitigation 

Monitor  
and  
Review 

Knowledge routinization 
process 
(from PT PINDAD) 
 

1.Solve problems 
    of missing knowledge  
    & expertise 
 
2. Leverage individual 
      Or group discussions 
 
3.Cultivate risk-aware    
       culture 

4.Avoide risk 
owners to live in 
silos 
 
 

 

5. Diminish mis- 
interpretation of 
business risks 

 

 
   _ 

IT system and remuneration 
or compensation policy 
(from PTPN) 

6.Encourage open 
communication 
 
7.Minimize problems 
due to irregular people 
changes 
 
8.Accomodating 
heterogeneity of risk 
communities 

9.Facilitate 
informative data 
management via IT 
system 
 
10. Energize 
corporate 
consideration 
toward ERM 

 

11.Activate a 
continuous 
communication  

 

12. Motivate risk 
practitioners  
 

13. Eliminate the 
frustrated 
behavior 

Regularly surveys (to evaluate 
the on-going ERM 
performance) 
(from PT.Garuda Indonesia) 

14.Discover difficulties 
faced from 
environmental 
uncertainties 
 
15. Diagnose support & 
commitment of BoD and 
CROs 

16.Uncover issues 
of ambiguity in  
ERM procedures,  
 
17.Reveal  issue of 
unsuitable risk 
worksheets form 

 

18.Understanding 
performance 
limitations of risk 
personnels 

 

19.Disclose 
undeveloped 
action plans for 
risk governance 

 

Risk Critical Self Assessment 
(RCSA) 
(from PT.Astra Int & PT.Telkom) 

       _ 20. Address the 
unidentifiable risks 
 

21. Self estimate 
the proper 
mitigation 

 

      _ 

 
 (7).Minimize problems due to irregular people change 

Frequent changes of members of risk communities, due to changes or restructuring 
in port business, are indicated by risk actors as a hindrance during the 
communication & consultation. This causes a missing link during the establishment 
of an informative and communicative environment. Through IT infrastructure the 
new people can learn from the established technology-based knowledge repository 
about risk knowledge required to assess the assigned risk tasks.   

 (8) Heterogeneity of risk community 
       It has happened as a result from the management changes. The risk composition of  
       the risk community changes over time where people who are differ in knowledge   
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       level and expertise of risks assessments are job-rotated. Thus, the technology-based  
       information system is planned to be integrated into the new model, so that, (9)  
       knowledge for RM can always be facilitated to the new risk members to update their  
      knowledge through the documented risk worksheets reports.  
(10) Energize corporate consideration toward ERM 
       Improper corporate consideration and dilatory support and commitment to integrate  
       ERM programs into the company business processes have demotivated almost all  
       risk practitioners. Their ignorance for conducting correct risk assessment and  
       mitigations have become severe. The port enterprise needs to energize their spirit    
       and (11) motivate them toward a proprotionate ERM deployment, by initiating a  
       compensation or remuneration program. 
(12). Activate continuous communication, 
       Through the established IT system, people are virtually linked and networked to  
       each other. The risk personnel can communicate anytime, anywhere with each  
       others. 
 (13). Eliminate the frustrated behavior 
       The practitioners are more likely to feel useful when their works are being  
       integrated into the risk data management networked system and can be shared to   
       help others in their learning process (i.e. how to correctly assess the given risk  
       Worksheets)  
(14) Discover difficulties faced from environmental uncertainties and (15) Diagnose level  
        of support & commitment from BoD and CROs 

PT.Garuda Indonesia (see appendix 6.A) conducts regularly surveys to the parties 
involved to enhance their performance of RM techniques. This method has not 
been conducted yet at the port organization. Thus, similar techniques using 
brainstorming either in individual or group interview sessions and questionaires 
are recommended to discover difficulties faced by all practitioners toward 
environmental uncertainties in the Port business life span. This technique can be 
used to diagnose the level of support and commitment they have expected from 
BoD and CROs in ERM development, (16) uncover issues of ambiguity in  ERM 
procedures, and (17) reveal  issues of unsuitable risk worksheets form, (18) 
understanding performance limitations of risk personnels and (19) disclose 
undeveloped action plans for risk governance. 

(20). Address the unidentifiable risks and (21) Self estimate the proper mitigation  
Risk Critical Self Assessment (RCSA) at PT.Astra International (see appendix 
6.B) and PT. Telkom (see appendix 6.C) enable the employees to practice their 
internal capability to govern risk. Under supervision of risk auditors, the 
employees have utilized it to properly react in changes of market conditions. This 
research study promotes the CSA approach to be integrated as a supporting 
technique, so that, key personnel can breakdown unidentifiable risks properly 
and determine proper treatment for each risk exposure. 
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Abstract 
 In this chapter, important key indicator for effectual ERM programs relies on 
understanding strategic approaches and behavioral performance of risk practitioners. 
Besides respectable consideration from the corporate management level towards the on-
going efforts of RM plans, developers of risk management framework in the Port 
enterprise should also concern themselves with prescriptions of business’ stakeholders, 
relate to the pursuance of ERM programs across risk communities. The creation and 
widespread the knowledge of ERM plans within organization is aaccomodated by 
building an informative and communicative network among the personnel. 
 
 
7.1 Design process 
 Suh (2001) defines a design as interplay between what we want to achieve and 
how we want to achieve it”. As demonstrated at figure 7.1, Suh explained that a design 
process should accommodate (a) better understanding of involved parties’ needs, (b) 
recognizing and formulating their problems and constraints to satisfy the needs, (c) 
conceptualizing combined solutions which embrace different functional requirements, (d) 
perform analysis to optimize the intended solution and (e) evaluate whether or not the 
design solution meets the determined needs. Learning from the discussed processes, this 
study is going to be continued by taking into account the defined process (at figure.7.1) 
during the development of the new ERM method in the Harbor Company. 
 

Figure 7.1: Typical Design Process (from: Suh, 2001) 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 7.2 exhibits the series of actions that have been carried out during the study. As 
part of design phase, chapter 7 describes processes which have conducted during 
establishment of the recommended ERM method in the Port enterprise. The processes 
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were started from recognizing the implicit needs of stakeholders to the creation of a 
recommended ERM model.  
Results gathered from empirical research, scientific literature and benchmarking are 
going to be integrated in this design process in order to create a desirable ERM 
framework which meets the predefined prerequisites of the intended stakeholders.  
 

Figure 7.2:  The position of process for Design of customized RM Method 
to the entire research process in this study  

Or
ien

tat
ion

Re
se

ar
ch

De
sig

n
Chapter 2 

Identification problem in the 
existing ERM at IPC- II

Chapter 3
Research Methodology 

& 
Design

Chapter 4
Theoretical Framework

Chapter 6
Benchmarking

Chapter 5
Empirical Research

Chapter 7
Design of customized 

Risk Management Method

* Recognizing the implicit needs
* Functional requirements

* Creating and prototyping a recommended ERM 
model

* Accomodating deficiencies and requirements in the 
proposed  ERM model

Chapter 8
Validation

Chapter 9
Implementation Plan

Chapter 10
Conclusion

 
 
7.2 Functional Requirements  
Functional requirements, in an axiomatic design, are associated with a set of requisites 
which characterizes either individual or organizational needs of the intended systems, 
software or product (Suh, 2001). In appendix 7.A, the 16 prerequisites listed have been 
derived from individual interviews and questionnaires with the stakeholders regarding 
their experience and evaluation of previous performed risk assessment. Then, the 
predefined requirements are confirmed with the chief risk officers in order to weigh the 
implementable ones. Due to time limitations of this research study, five of the 
requirements have been chosen to be discussed, in order to address the determined 
deficiencies of the existing ERM approaches. Those are: 

(a) a compatible and suitable ERM approache 
(b) clarity of objectives and importance of risk management model to the entire level 

of port business practitioners 
(c) stimulate coordinative RM team members and risk owners from each department 

during risk assessment, 
(d) through top management level commitment start especially from establishment 

until the implementation of RM framework 
(e) developing a technology-based and user-friendly interface for RM assessments 

purposes, which is integrated with the linked risk data management system 
among the divisions involved 
 

7.3 Creating and prototyping a recommendation for better 
        ERM implementation processes  
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 In line with the purpose of this study and in order to answer the main research 
questions about the improvement of the existing RM system to cope with both actual and 
potential future uncertainties in projects, a supportive risk management process is 
developed to enable risk practitioners to vigorously embrace the relationship between (1) 
required knowledge to deal with risks aspects,  (2) understanding the importance of the 
general risk management process and the appropriate execution toward project success 
and (3) recognizing potential evolvement of the information management process. Those 
necessities were concluded based on a combination of the orientation phase, empirical 
research, benchmarking process and literature study associated with the relevant risk 
environment at the Indonesia Port Corporation. Further, they are considered as 
influencing factors for the design. 
 
Figure 7.3:  A recommendation of integrated process for RM model at the  
                     Indonesia Port Corporation  

Establish the
Context

Diagnosing risks 
and opportunities

(using RM Techniques/ Tools)
  

Analyzing
risks

Improving approach 
for

 RM implementation

Implementation  
performance

 Define the contexts
(e.g. purposes, 

importance, resources 
and criteria) of RM

Identify organizational, 
technological and bussiness 

aspects of risks

Recognizing stakeholders 
influencibility to cope with 

intended risks 

2. Approach for RM process
3. Approach for  informative data 

& communication  process
1.  Approach due to (Risk) 
Knowledge management 

1

3

2

Knowledge to 
distinguish 

uncertainties which 
are related to Port 
business activities

Adjust influential 
factors for 

cultivating the 
knowledge during 
risk assessments
(i.e. Motivation, 
externalites, etc)

Utilize previous 
experience of 

organizational risk 
handling

Update knowledge 
with experts

(relate to risks & 
human performance)

Combine the past 
experience with 

updated 
knowledge

Ensure
Information & data

availability

Observe project 
uncertainties using 

integrated
 information & data  

Measure & 
calculate

 (potential) 
operational 

hazards 

Conduct new 
strategy to enhance 

the information 
accessibility

 

Proceed / practice 
the improved data 

& information
strategy 

Assess and 
mitigate the 

projects’ 
uncertainties, 

Develop an actual 
(operational)

 risk management 
strategies

Achieve
expected 

results of RM 
implementation

Risks
Data 

Mngmnt 
system
(Risk 

knowledge 
repository)

Understanding 
relevant  knowledge 

(i.e. risk management, 
collaboration & 

communication, people 
engagement,etc)

 
 

7.3.1. A recommended approach to the (risk) knowledge  
management process 
This (risk) knowledge management approach is proposed base on results from in-

depth individual interviews, with some of the port business practitioners and risk 
personnel. Finding from discussions showed that due to situational condition, most of 
them do not have basic knowledge of risk management. The insufficient risk knowledge 
results in a difficulty to align the intended risk management model with actual 
operational risks in each port business activities.  

An approach is proposed in this study to integrated (risk) knowledge management 
process into ERM programs. In accordance with organizational issues (see table 5.1), a 
recommendation for improving the new RM model implementation (figure 7.3), is firstly 
directed to inspect basic knowledge about risk management and its processes.  
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Better improvement of the RM plans is proposed to be started by cultivating risk 
knowledge management regularly to all employees involved in the port business life 
cycle, in order to gain in-depth understanding about the importance of risk management 
strategies in managing uncertainties faced during port operational activities.  

The new ERM model recommends the risk experts to first concentrate their work 
on how to create and stimulate a knowledge management process, to achieve a 
communicative and collaborative working environment. Programs related to risk 
knowledge sharing and knowledge transfer are expected to be conducted continuosly to 
enable the business stakeholders to properly diagnose the context of risk management 
plans, and to investigate critical hazards in port business activities.  

Influential factors such as stakeholders’ level of knowledge, motivation and 
externalites for utilizing the knowledge in order to estimate business risks, need to be 
addressed as well. 
 Level of knowledge 

Without adequate explicit knowledge about how to correctly assess business 
risks, they are less likely to perform as expected. Management must rely 
primarily not only on transferring knowledge to the participants involved, but 
also on giving supervision on how comprehensive the shared knowledge has 
been digested. 

 Motivation 
In most of the cases, procedures pertaining to RM plans are usually not carried 
out properly when there is no motivation to perform well. The actors will 
perform better than they were expected, when they have incentives to get the 
job well-done.  

 Externalites 
External variables in the business environment pose obstacles: the impact of 
political corporate changes that influence regulatory control and commitments of 
RM implementation. These factors directly influence whether procedures of RM 
plans can be executed effectively or not. Thus, a risk steering committee (a 
heavyweight team) and risk management audit are promoted for (risk) knowledge 
management process to maintain a proportionate ERM program. 

Further improvement, in order to cope with more complicated organizational or 
commercial issues toward ERM employment, can be performed by the risk personnel 
through recalling risk assessment worksheets which have been reported in the previous 
years. Additional tools such as a risk repository are necessary for this purpose in order to 
systematically store or reveal information needed. Further, the new model favors (i) 
frequently brainstorming through discussion, (ii) attending relevant conferences actively 
and (iii) continuous workshop’ programs to rejuvenate and update the risk experts’ 
knowledge about risk management. Later, both a combination of documented past 
experience and revised risk knowledge are accumulated in a risk repository system, to be 
utilized as examples to fill in the intended risk management worksheets of the company. 
 
7.3.2 A recommendation of approach for risk management process 
Results from poor risk analysis are more likely to bring more risk to a project. The word 
risk may be used to imply source, consequence or probability of occurrence of a negative 
event.  

Some drawbacks related to the existing ERM process are mostly associated with 
interrelations between sources, consequences and responses, lack of integration in risk 
analysis models between goals, activities, uncertainties and response strategies. In the 
firm, most risk management processes include actions such as risk identification, risk 
analysis, risk measurement, risk response planning, risk evaluation (using continuous 
monitoring).   In the existing RM processes, context about objectives and the importance 
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of pursuing and integrating risk management strategies into project life span were not 
clearly defined to all corporate levels.  

Pertaining to the risk assessments, this study prescribes a new risk diagnosing 
tool (developed by Keizer, et.al 2002). The technique fundamentally considers the 
identification of organizational, technological and business issues associated with the 
RM deployment plans. Stakeholder’s ability to influence the defined boundaries in 
project risk is proposed to be integrated into risk assessment (to determine the risk 
impact value/ risk category) and mitigations processes against uncertainties occurred 
during business actions.  

Some opportunistic improvements for current model of RM, to achieve the 
expected results of RM performance at the Port enterprise, can be encouraged by 
providing supportive technology-based infrastructure for facilitating business risk data 
& information archives, and make it accessible for all risk communities, across 
departments and across port branches.  

 
7.3.3 A recommendation of approach for informative data &  
         communication processes  
Not only attitudes but also preferences from risk personnel strongly influence the 
selection of a communication or an information technique. Information accessibility is 
often viewed as a delivery system issue for conducting proper business risk assessment.  

The performance of risk management process is unlikely to perform effectively if 
the stakeholders do not have reliable information available to query, to make the correct 
decisions whilst they are executing risk worksheets approaches. Each action requires a 
complete series of informed risk events, risk treatment and all decisions made (against 
each specific project uncertainty incurred). In managing the unexpected hazards, some 
solutions are obliged to be generated based on documented managerial procedures or 
actual judgment of risk practitioners.   

Although the RM steps are well and systematically documented, firstly, most of 
the interviewees were still struggling with interpreting the defined risk approaches for 
their own project risk assessment. This is due to ambiguous definition of project risk 
exposure and lack of expertise from risk personnel with regard to risk analysis strategy. 
Frequently multiple interpretations appeared from different risk owners pointing to one 
specific project hazard. Inadequate communicative ways of problem solving between risk 
owners, risk supervisors and risk experts is usually experienced by the risk community 
in the Port branches. Thus, members of the risk community require a complete 
documentation of risk registers which includes favorable approaches for establishing 
each risk mitigation plan. This data and information should be available anytime and 
can be accessed by all risk personnel, to guide the risk community when performing the 
risk worksheets filling processes. 

   The third issue which could be divulged from individual discussions relates to 
corporate consideration towards the common agreement for the necessity of applying a 
risk management processes. This reflected on risk knowledge management regeneration 
(through trainings, workshops, conferences) that was not mandatory for all risk 
personnel from all management levels within the Port organization. It is often the case 
that risk worksheets reports were assigned to employees who have gained neither 
experience nor proportionate knowledge about managing and reporting the unexpected 
project hazards. Hence, in order to manage the network of RM processes, the 
organization must persuade channels for information and communication that enable 
personnel to carry out their responsibilities. This technique can be expected to provide 
management with feedback about how good the organization has achieved its objectives. 

Make the RM division more visible to the top corporate level by locating it directly 
under supervises of the managing director (appendix 7.D). The idea is, with the new 
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position, the CROs will have more chance to have regularly meeting with the highest 
corporate leaders. They will have direct access to communicate the informative data 
regarding potential risks in every business plans to this decision makers. 

Finally, to govern the risk management process, the Port organization is 
recommended to establish a database tool as a reliable source in providing the needed 
information.  

 
7.3.4 A recommendation for an online risk data management system as a 
tool for 

an integrated risk management strategy  
In order to enhance employees’ awareness to engage in successful RM implementation 
strategies, besides providing extensive support from top management level, the port 
organizations need to taken into account the functional requirements for a favorable RM 
systems during the RM deployment program. 
 In order to make it as an effective tool, the recommended model of ERM in this 
study is integrated with an interactive web interface system. It can be expected to 
deliver desired knowledge and to enhance collaborative work among risk practitioners.  
The interface is chosen to be web based, because this makes it platform independent and 
allows it to be accessed from any internet enabled device. Further more, the company 
relevant risk information does not have to be stored locally on an employees PC, but it 
can be linked online with other sources from other port branches. In order to translating 
a new developed model into a practical RM framework, a web interface is designed as 
well. The risk data management system designed (as show in appendix 7.B and 9.A-9E), 
for this risk management solution is centered on risk management knowledge and risk 
worksheet reports. It is proposed to guide the risk owners to submit quarterly worksheet 
reports in a consistent, uniform and unambiguous manner. As the system was developed 
in electronic format and not designed to be static, it can be easily changed to incorporate 
the requirements of each particular project through adding or removing forms and 
changing the fields within the forms themselves. This easy accessibility, maintainability 
and usability are considered by end-users in risk communities as benefits. 
 
 
7.4 Accomodating deficiencies and requirements in the 
proposed 
      ERM method. 
In the port community, each business process is a unique endeavor, in which the 
knowledge of the individual practitioners (regarding their own acitivity and risk 
management), influences their judgment toward risk diagnosing. Deficiencies due to 
insufficient communication & consultation are mostly the result of missing clarity about: 
what is the risk management? ; Why do the practitioners need to deploy the program? ; 
will there be any fatal consequences for not performing the RM program accordingly? 
The documented worksheets for RM acknowledgement within the organization 
demonstrate that the S-E-C-I processes were directed mostly at the risk supervisors. It 
was not obliged to be conducted at all levels in the organisation (i.e. top management 
level, and lowest level of relevant Port practitioners). Knowledge dissemination later was 
dependend solely on the ability of CROs and risk supervisors to transfer it to other 
employees. Unexpected factors (as listed in figure 2.2 & appendix 2.D) surfaced during 
the intended process and were experienced as obstacles. In order to minimize the impact, 
the respondents require additional approachs to be integrated, so that, clarity regarding 
the plans and its importance can be cultivated to all layers of the organization. In order 
to reconcile this condition, this paper (in figure 7.3 and 7.4) recommends a risk-based 
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knowledge management approach (see explanation in appendix 7.C), as additional 
knowledge to be facilitated for each employee at every stage of a project to assess the 
plans individually and organizationally.  Further, figure 7.4 demonstrates the identified 
deficiencies of the existing ERM method which were associated with inproportionate risk 
assessments & mitigations. Most of the failures happened as a result from missing a 
proactive approach among the stakeholders involved. Some respondents see the 
requirement for a new approach, to encourage coordinative work among risk personnel 
(i.e. risk owners, risk supervisors and risk reporters). 
 

Figure 7.4:  Accomodating the chosen requirements into the new recommended 
Enterprise Risk Management 
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Outcomes of observations at the Port branches indicate that personnel from each 
division seldom working together during risk assessments. It is often the case, the risk 
supervisors fill in the risk worksheet reporst for their division. This situation is risky 
because the supervisors have no in-depth knowledge of all activities in each division. 
Lack of coordination among practitioners stimulates a “living in silos” situation, because 
they do not know who the colleagues to coordinate with are and the importance of this 
coordination. Lack of a good working relationship with others was experienced by the 
author during the on-site observations. This study recommends the integration of each 
individual’s knowledge in the team into a collective level by utilizing risk management 
tools (figure 9.3) such as brainstorming, organizing regularl discussions and workshops. 
Frequent workshops for all risk practitioners from all port branches are proposed in this 
study to be sponsored by CROs and the BoD in order to stimulate good working 
relationships and ownership towards the ERM program.  

Improper infrastructure has been identified as a cause for incommensurate 
monitoring & review condition of RM implementation. Factors associated with increased 
complexity of managing business processes, number of outside participants involved (i.e. 
outsourced workers, third party companies, etc), geographically dispersed branches and 
missing risk auditor have been acknowledged by participants to generate hesitation in 
complying with procedures to deal with the defined issues. The recommended ERM 
model (figure 7.3) re-architects the previous RM model to support not only risk 
assessments and risk handling, but also monitoring & review whether the planned 
programs are well implemented. Having the RM division relocated under direct 
supervision of the managing director (see appendix 7.D) can be expected to stimulate the 
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commitment from top management level during the complete RM process. The more 
visible the position of the RM division is, enables the risk authority to “directly voice” 
when any potential unexpected risks which may jeopardize the Port business 
development plans.  

 Having the essential data integrated in one repository system, greatly 
accelerates solving potential issues in risk management employment. So that the parties 
involved may learn from the facts of the former business handling, and avoid the 
recurrence of problems and support the reuse of actions which were previously successful 
in the risk mitigation or contingency. 

At the end, the prerequisite for a compatible and suitable ERM approaches can be 
delivered to the risk personnels by establishing an integrated risk management system 
which is composed of approaches regarding risk knowledge sharing and data & 
information management. 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
Abstract 
 The validation process in this chapter was introduced to the risk communities to 
obtain opinions on the impact of designated ERM approaches. The design is validated 
based on its advantage (i.e. efficiency and effectivity) and objectives. The purpose is to 
confirm whether the recommended design accomodates the findings of empirical 
research, and if the proposed design will enhance the performance of ERM programs in 
the port corporation.  
 In order to understand precisely how this validation took a place, the validation 
phase has been divided into three stages, which start by obtaining insights from 
respondents about the promoted ERM model and ends with reconfirming the desirable 
model. Eight dimensions of model and network database evaluation (i.e. relevancy, 
accuracy, comprehensibility, etc), have been submitted to be reviewed by the chosen risk 
communities at the Indonesian Port organization. 
 
8.1 Validation methods for the recommended ERM model 
Figure 8.1 shows the sequence of validation in this thesis project. The validation 
processes are acknowledged as part of design phases. The validation is proceed prior to 
the implementation phase and after the designated process of new customized RM 
method. 
 
Figure 8.1: The disposition of Validation process at the entire phases of research study  
 

       Validation 

CHAPTER - 8 
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8.1.1 Internal and construct validity 

Cited from De Groot (1969), van Aken, et.al (2007) referred the construct validity 
to “the extent to which a measuring instrument measures what it is intended to 
measure”. 

In this paper, the internal validation is focused on justifying the adequacy and 
achievement of suggested relationships. The proposed ERM model is validated through 
qualitative approaches (i.e. reflective interviews and participative observation of the 
daily activities of personnel) both at the head office and at Port branches.  

The construct validation of this model is established by (a) obtaining judgments 
not only from the chosen end-users (i.e. risk owners, risk supervisors and risk reporters) 
but also from the CROs as the risk experts. The evaluation refers to the usefulness of the 
model compared to the previous one and whether the proposed ERM approaches perform 
an appropriate operation of the overall system and fulfill their expectations; (b) utilizing 
findings from previous theories related to the port risk management framework as 
templates with which to compare the newly promoted ERM processes. At the end, all 
recognized relevant issues were considered as informative inputs for re-arranging the 
model.  

The most challenging part from this procedure was experienced when justifying 
the data and information management approach (using risk data management system). 
Three phases of justification processes (figure 8.2) are administered with end-users in 
order to construct innovative solutions using an integrated and technology-based risk 
management network for minimizing deficiencies in the previous ERM model. 

 
 

Figure 8.2: Validating phases for the new established RM technique at the Indonesia 
Port enterprise 
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Phase 1 of validation process, personalized invitations  were sent to groups of 
end-users, for explaining the general goal of the new RM model design and solicit the 
respondents’ participation, these meetings were also aimed at obtaining insights from 
them pertaining to the newly established RM technique. Additional outcomes from this 
actualization process that were gathered from each meeting are clustered and listed.   

In the 2nd phase of validation, a confirmative aggreement, regarding realization of 
the collected insights into port business activities, are estimated based on judgements 
from experts in Port business activity. Further, the realistic inputs are analyzed by 
collecting supportive data. The usability of the additional items for the model was 
processed further using a list of selected project scenarios which is developed based on 
case studies. Having taken into account the experience from risk practitioners toward 
the elected project scenario, the problem solving discussion related to each project 
scenario was aimed specifically at weighing the relevance each of the recommended 
additional elements has to enhancing implementation strategies of RM within the Port 
organizations.   

At phase 3 of validation, only elements which had been considered as realistic and 
relevant for improving implementation processes of RM plans are acknowledged during 
reconstructurization of the newly developed RM model. Further, the result from 
reformulation of the RM framework is consulted with the risk personnel. It is weighed 
against the list of predefined requirements (which were attained at phase 2 of 
validation), as well. The purpose is to find out whether or not the newly reformulated 
model is appropriate and meets their expectations.  

 
8.2 The outcomes of validation process of the new ERM model 
The pilot study for this validation process is conducted firstly at Port of Tanjung Priok as 
the main port. Further, risk professionals of this port and two other port branches were 
sampled for heterogeneity in order to reveal their evaluative thoughts. The risk owners 
were not only asked to appraise the integrated RM model, whether it has met their 
needs, but also were asked to access the website of the linked RM database. 

 Various responses from risk personnels about the defined implementation plans, 
especially toward online networked based risk data management system, those are 
mostly associated with its usefulness to:  
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8.2.1 Make better-informed decisions  
Associated with the risk management knowledge, this validation demonstrates that the 
actualized RM prototype (figure 7.3) appropriately exemplifies feasible solutions 
regarding difficulties faced with the implementation of previous ERM.  Most users 
perceived the newly established RM model enhances the information dispersion and the 
integrated contents meet their operational needs.  
 
8.2.2 Increasing management concensus related to key aspects and  

prioritization of risky business 
Inspired from the RDM, not only the participators but also the CROs agreed that 
stakeholders’ influencibility, to cope with the intended risks, are crucial to be taken into 
account during risk identification and for mitigating the diagnosed risks. 
Appproximately 8 out of 10 participants responded positively to the recommended RM 
model. By integrating the RDM method into the RM approaches, risk personnel (i.e. risk 
managers, risk supervisors and risk reporters) are assisted with identifying the risky 
business class and its importance to their divisions. Even two respondents from top 
management level pointed out that they need not spend too much time on agreed upon 
risky business prioritization. 
 
 
8.2.3 Improve the existing risk information and communication 
         technique. 
The system of informative risk data management allows the user to store information 
about risk management activities and consult them with the other stakeholders.  
 The graphical user interface integrated in the website is recognized by key personnel as 
one of the deciding factors that directly relates to the user’s capability to find and access 
information needed first at hand, before consulting with the CROs about the risk 
worksheets. 
 
8.2.4 Improvement in corporate risk governance  
Instructions of standardized risk assessment procedures which are given by the risk 
data repository system enable the users to have a better understanding for 
administering the designated tasks. The well documented risk data, information and 
procedures, as recognized by the business practitioners, has fulfilled their expectation 
regarding compatible and suitable networked RM infrastructure to simplify their work 
when executing the risk assessment approach. 
 
Three out of ten participants from 2 port branches indicated that a common language for 
risk exposure is another advantage of the additional networked data management tool. 
The explanation for this is that risk personnel from one port branch can share 
perceptions regarding how to address similar project risks with their colleagues at 
different branches, or articulate the defined risk assessment procedures into their own 
“worldviews” on operational activities. The system will eliminate this gap due to 
heterogeneity of members in the risk communities (who come from different studies and 
knowledge brackground). 
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Abstract 
 This chapter gives recommendations for appropriate plans to implement the 
designated ERM framework within the Harbor Company. Together with the same 
respondents from previous research process, some problems which might hampered the 
implementation plans have been uncovered. Those obstacles relate to insufficient 
enforcement strategy from government, corporate consideration towards the ERM model 
(i.e. their appreciation and recognition resulting from the RM evaluation), corporate 
management changes, seniority-based culture and different perceptions in diagnosing 
project risk & its impact. 
 At the end of the study, two recommendations are aimed at improving the ERM 
framework implementation. It can be facilitated by compensating the hard side of risk 
(i.e. risk policies, risk procedures, risk processes, risk committee and risk audit) with the 
soft side of risk (i.e. risk knowledge management, collaborative communication, 
stakeholder engagement and incentive program).  
 
 
9.1 Problems to be addressed in implementing the new ERM  
      Methods in the Indonesia Port Corporation  
Internal conflicts of interests appear to influence the implementation strategies of the 
previous RM model at Harbor Company (figure 9.1). Those conflicts are mostly related to 
inter-organizational relationships such as: 
 
(1). insufficient enforcement strategies from the government through regulations 
regarding risk management cultivation in all state-owned enterprises.  
Since the Indonesian Harbor Company has been ensconced under the ministry of the 
empowerment of state enterprises, therefore in order to be assessed nationally in the 
Indonesian maritime transportation organizations, the Harbor project risk management 
model is required to obtain acknowledgement from this government. Although RM is 
considered to be a crucial aspect of business activities, this ministry as the highest 
legislator, has not enforced the implementation of regulations related to RM systems in 
any of their enterprises.  
 
(2). Corporate considerations towards the existing RM model. 
Absence of sanctions from government for not pursuing the intended regulation about 
RM has triggered most of state-owned enterprises, especially the Indonesian port 
organization, to acknowledge the RM system as (i) a complementary instead of a 
compulsory requirement and (ii) as an additional workload in its daily business live. 

       Implementation Plan 

CHAPTER - 9 
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Those deliberations indirectly affect the end-users. Causing them to have less 
motivation, not only in reporting the project risk management’s assessment but also to 
engage in any collaborative work related to the appointed corporate risk management 
programs. 
 
 

Figure 9.1: Map of conflicting interests in previous RM systems deployment 
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(3). Corporate management changes 
The change in management described in this paper is related to frequent job rotations of 
risk personnel. Due to corporate restructurisation activities in the Port organization, it is 
quite often for a risk manager from a division in one Port branch or department to be 
relocated to another place every three months. This can be a problem, especially when 
the new officer has neither skills and experience, nor knowledge about the existing RM 
framework, while the current risk owner has had no chance to promulgate RM 
knowledge to other personnel in the division. 
 
(4). Seniority-based culture towards higher managerial level in the organization 
The workers’ behavior in the Port management, although it has been challenged 
recently, is characterized by seniorityism. The prevailing consequences of the strong 
seniority work ethic and bureaucratic conflicts resolution pertaining to the degree of 
formality have contributed greatly to the general quality of the workforce. Therefore 
most of the deficiencies or discrepancies to be faced during the implementation process of 
the intended RM framework will have less chance of being communicated directly to the 
chief risk officers. This situational condition is not only to reduce the effectiveness of 
deployment of the current RM systems but will also stifle any possible improvement of 
the designated RM processes. 

 
(5). Risk managers, as the project risk owners from each division, have less appreciation 
toward the existing ERM framework evaluation.  
This reduced appreciation specifically refers to: 

(a) The recognition of RM as a complementary assessment in every project activity, 
whereas the pursuit of RM cultivation was not postulated as an obligatory 
program for projects’ assessments. Hence, the risk identification is reported 
mostly based on normative asssumptions of risk officers in the Port’s branches. 
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(b) The top management level utilizes the appointed RM model after a project was 
being started, in order to mitigate unexpected hazards faced by the organization 
during the project lifecycle.  

(c) All risk assessment’ and mitigation reports will end up in a CROs desk. The 
reports have neither bargaining power at the beginning of a project’s lifecycle, 
nor for investment planning. It is quite often found that, the risk officers 
intentionally give less priority to the existing RM assessment compared to other 
business activities when there will be inconsistency in follow-up actions 
regarding the RM report from management level.  

 
(6). Ambiguous and different perception(s) in registering identified risk register and its 
impacts. Multiple interpretations occur when identifying operational risk due to lack of 
RM knowledge and expertise. Various assumptions on risk justification relating to 
specific project circumstances (i.e. project budget, project size, time and resource 
allocation for risk handling, etc) were made by risk officers in the port branches when 
determining risk impact value for the ongoing projects. Besides the heterogenous 
comprehensions of operational risks, the Port organization struggled because of 
inadequate practical understanding of its RM designer(s) regarding technical aspects of 
existing project risks in each Port branches.  
 
 
9.2 What needs to be done to get ERM model successfully         
       Implemented 
 
Figure 9.2 shows that the implementation plan in this study was administered after the 
validation process. As a part of the design phase, this process analyzed problems and 
other relevant influences that still need to be accomodated before implementing the 
designed ERM model. 
 
Figure 9.2:  The position of the Implementation plan process to the entire research  

phases in this study 
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The general recommended ERM model covers three sub-systems: the risk knowledge 
management, the intended general risk management processes and the information and 
communication database system. 
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The imminent tool is embedded in the five stages of ERM framework (figure 9.3). 
The processes of this supportive tool are to be constructed upon five tiers to frame an 
organized way of an enterprise wide risk management system and to outline the big 
picture of a recommended way for dealing with project uncertainties within the 
organization. Further interviews’ results obtained from the parties involved are 
considered as insights in the modification of the basic architecture with respect to their 
predefined prerequisites. 
 

Figure 9.3: Big picture of recommended tiers for successful implementation of 
ERM programs at the Indonesia Port Corporation 

 
 
 

9.2.1 Existing risk management process in the Port organization 
The risk practitioners in the Harbor Company have various approaches towards the 
current RM systems due to:  

(a) each actor understanding about risks during potential business risks 
assessments and the excessive risks mitigation. 



48 
 

(b) their competence of balancing between desire to do business (i.e. project 
development and investment) and appetite for managing the unexpected 
uncertainties. 

(c) the endeavors they undertook to surmount organizational structures that tend to 
postpone, alter or deteriorate the stream of information up the firm’s 
management levels. 

(d) Miscellaneous interpretations and unconventional mitigation activities from each 
risk community which were recognized as reccuring problems in the time of 
business risk assessments.  

Hence, in-depth cross-disciplinary discussion, workshops and training are proposed to 
be enhanced in the current RM processes. The purpose is to value the actual risks into 
reconcilable handling procedures across the risk practitioners. In order to compromise 
with the conditions, the study encourages the Port organization to benefit from 
diversifiable manners for each risk process (figure 9.3) 
 
9.2.2 Uncertainties in risk management systems implementation and  

the recommended RM techniques/tools 
In general, efforts for applying RM techniques and tools are conducted mostly in 
financial institutions. As a non-financial institution, the Harbor Company has been 
trying to customize a tool or a technique which will accommodate impacts of unforeseen 
hazards in their business activities. In comparison with the finance organizations, 
project risks handling in the maritime industry, especially in the Indonesian sea-port, is 
less forward. Furtermore, the RM is considered to be a very complex system.  

Tools such as Failure Mode and Effect Analysis (FMEA), Fault/ Event Tree 
Analysis (FTA/ ETA), Risk Breakdown Structure (RBS), risk register and risk mapping 
have been integrated in the previous ERM design to support risk owners (Ports’ 
managers) in regularly reviewing project performance in the organization. At appendix 
9.A, some techniques are promoted for the Port risk personnels during  risk assessments 
processes (i.e. risk identification, risk analysis, risk mitigation planning and risk 
tracking & control) Insights from brainstorming during interview sessions & 
questionnaires with the harbor practitioners, and as well from benchmarking processes 
indicated that additional supportive tools or techniques are required. These are 
postulated to enhance project uncertainties thoroughly and to diagnose crucial 
unknowns related to the Port bussiness performance.  
 In the company, the cultivation of ERM culture and risk awareness within the 
organization has been recognized as the main problem for the ERM system deployment. 
The author therefore has utilized the Risk Diagnosing Methodology (RDM) as the first 
tool to investigate critical issues regarding operational project risk with respect to 
organizational, technological and commercial aspects of project concerns. The resulting 
list of top-ten critical issues (table 5.1) demonstrates that alternative ways (such as 
additional tools for a systematic risk database system) of RM process management are 
required. Other neccessities which indirectly associate with organizational aspects such 
as commitment from Board of Directors and collaboration & employees’ engagement are 
ranked higher as well.  
 
9.2.3 Communication, collaboration and people engagement in ERM  

programs 
Risks are not managed by robots and many recognize that human psychology has a 
major influence on risk management. For risk management to be effective, one needs far 
more than just a simple, scalable and effective process [Hillson and Simon, (2007)). The 
group inter relations should be carefully managed from the outset so that the risk 
process is perceived by all to make a major contribution to the project objectives. 
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9.2.3.1 Communication 
A decent attitude and culture towards risks benefit from good communication about 
risks. Two different levels of communication are promoted: 

(a) One way communication 
Due to provision of information such as manuals, annual reports, etc 

(b) Two-way communication 
Include sharing perspectives, beliefs, etc between the parties involved and the 
organization. 

Good communicative risk techniques can be expected to help recognize the negative and 
positive values of risk dimension. Making sure that every participant understands the 
identified risks is the task of the facilitators (i.e. CROs, trainers, etc) and the 
participants. The facilitator has to ask the participants whether they all understand the 
contributions and discuss the risks that are not clear to everyone. It is important that 
participants not only have a partial understanding of risk. A good technique for 
communicating risks, as explained at appendix 4.B, can be comprehended to benefit in 
influencing stakeholder engagement. 
 
9.2.3.2 Collaborative stakeholders engagement 
Project teams are commonly formed from representatives of several departments or 
branches. A variety of different professional people and the nature of the task will 
elevate boundaries to effectively work to establish an acceptable RM construction. 
Besides authority to discard the obstacles and fully ally themselves towards the project 
improvement, their requirements of favorable ERM programs are proposed to be 
accommodated to meet their needs. 

Some comments about the existing RM model such as “I am not only having no 
clue about how to perform risk assessment, but also have no idea why it matters” ; “ 
Higher managerial level should help me build skills to become more effective at doing my 
job during the RM process ” ; “the existing ERM model seems irrelevant to actual projects 
in the field, an updated one is required” ; “ If I would have known the importance of the 
ERM model for my long-term career, it can stimulate my wilingness to work on it” ; “I 
have got already many other responsibilities, the ERM plans are just another burden onto 
my workload ”; “I have always submitted the three monthly- ERM report, but am still 
uncertain whether it will be followed up by the CROs or if it will end up in their drawer”.  
From the statements above, the author has determined the engagement and level of 
commitment from employees to their designated job tasks in the ERM process. 
Some actions can be encouraged by the management to lever the engagement action: 

• Strong leadership behavior  
Associates with devolving a value-based approach to risk management into the 
workplace to support risk taking behavior, and 

• Encouraging staff to be accountable for their actions  
So they can capture risks at all levels of an organizational project chosen for risk 
assessment. 

• Participative management style  
Especially refers to sponsorship in improving communication of team work 

• Perception of meaningful work 
Employees need to feel that the work they do is valuable. Managers and leaders 
have a key role to play in bringing the value of an individual’s contribution to life. 
The real action can be started by utilizing knowledge of risk management of team 
members. 

 Compensation policy or remuneration programs  
Employees need to feel they are fairly rewarded for the work they do. 
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Reward is most powerfully delivered through a combination of financial (i.e. pay, 
bonuses) and non-financial (e.g. voucher schemes, extra holiday) rewards. Over 
and above reward, employees also need to feel appreciated – timely and 
appropriate feedback and recognition can go a long way to keep employees happy.  
A simple, sincere ‘thank you’; ‘you have done a very good job’; ‘I knew you can do 
better than this..’ should not be underestimated – in some situations it can be 
more effective than formal recognition. 
 
 

9.2.4 Implementation of improved enterprise risk management  
(ERM) Model 

The discussed actions, which were proposed for improving implementation strategies, 
are summarized into two prevailing techniques. In figure 9.3, the recommended 
approaches (1) compensating the hard side of risks with the soft side of risks and (2) 
developing an online and linked risk database, are formulated at the fifth tier.  
 
9.2.4.1 Compensate the hard side of risk with the soft side of risk 
In general, approaches that are proposed (at figure 9.4) for effective implementation of 
the recommended model should be started by counterbalancing port corporate’s  plans, 
policies, procedures towards employment of the RM systems and controlling programs 
(through a steering committee and risk based audit). In this paper, these factors are 
categorized as the hard side of risk. The hard side should be weighed against cultivation 
of risk culture and risk awareness through risk knowledge diffusion, facilitating 
collaborative communication, encouraging stakeholder engagement when filling in risk 
worksheets reports and promoting an incentive program.  

The proposed equilibrium performance can be expected to be accomplished through:  
(a) Rely on the support of the Board of Directors to 

o oblige all port business practitioners to conduct feasibility studies and 
produce risk analysis reports before starting a project.  
The BoD must ensure that an intended project will not be executed 
without these requirements. 

o pursue the CROs to communicate risk handling reports to the BoD.  
Further, the reports of potential risks associated with a project should be 
taken into account in decision making processes (this technique is 
recommended to minimize reluctance from risk owners toward RM 
programs) 

o mediate common understanding of the scope of risks and the impacts to 
the operational project activities 

o cultivate common consensus about the importance of risk management 
inside the organization 

o facilitate consolidation among risk management activities with the Port’ 
business and budgeting plans. 

 
Figure 9.4: Balancing Hard and Soft side of risks for successful RM Implementation 
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(b) Conducive Risk Management programs relate to: 
o Existence of fundamental understanding and accuracy of each risk 

categorization and its impact. 
o Sufficient time allocation for the RM process in order to elevate the results 

from RM process to the project success 
o Better understanding of the interaction within risk classifications. 
o Integration of RM systems with knowledge management structure, and 

Information & communication management. 
(c) Proportionate resources due to 

o adequate human resources 
 (i.e expertise, skills and knowledge towards RM ) 

o precision of information and data source for risk assessments 
o regeneration of risk management knowledge 

through specific and intensive workshop, training and education for all 
intended RM users within the organization 

o compatible and suitable risk database for future usage in analyzing 
potential project risk 

(d) Corporate efforts and consideration with respect to 
o establishing a strategy to communicate (i) the changes in corporate 

strategic management, and (ii) implementation plans towards operational 
risk management 

o supportive and regular feedback sessions about risks reports to encourage 
the risk practitioners’ engagement in RM deployment plans. 

o common understanding for desirable performance of the risk management 
processes. 

o documenting all relevant procedures 
o establishing and educating an independent risk committee composed of a 

heavyweight team and supervised by a heavyweight manager (i.e. senior 
manager) to ensure the RM is being deployed properly and to provide 
innovative insights to management 

o internal audits being performed to affirm that all RM processes are 
performed consistently 

 
9.2.4.2 Establish an online and linked risk data management (risk knowledge) 

repository 
This risk database is connected online across port branch and its divisions. Besides it is 
integrated with the old RM framework, the new RM tool was constructed to enhance the 
existing RM processes and to fit the field of interest indicated by the end-users related to 
a favorable RM model. Based on practical insights collected from intensive discussions 

Hard 
side 
of risk 

Soft 
Side of 
risk 
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with a selected group of heterogenous risk practitioners (i.e. risk owners as project 
managers, risk supervisors and risk experts) and participative observation at the port 
branches, a web based and interactive user interface of Port risk integrated system 
management is developed. The website can be accessed at www.erm2.nl.  As can be seen 
at figure 9.5, features at this website are incorporated in order to:  
(a). facilitate interactive knowledge transfer and knowledge sharing among users toward  

basic risk knowledge management, without being limited by working space and 
time (appendix 9.B). This web-based interface system accommodates all required 
information about proper RM approaches. Actual knowledge resulting from risk 
workshops (or conference and other type of education) is enabled online, so that, 
personnel who had no time to attend the scheduled event can still follow and 
update their knowledge. 

(b). assist the risk community during risk worksheets accomplishment to find  
            information about how to perform risk assessments related to actual business  
            situations in their division (Guidance for RM at appendix 9.B, and by accessing  

FAQ at appendix 9.C). The items are equipped with a list of guidelines of how to 
conduct proportionate actions on the intended risk worksheets and common 
information about in-depth risk management knowledge.  

(c). promote learning during risk assessments can also be stimulated by accessing  
current worksheets (appendix 9.D) which contains all reports from the twelve port 
branches. In case of difficulties producing a report, the users can review other 
reports from other divisions or branches. As one division from a port branch 
usually experiences similar activities, a report can be improved by examining 
each others worksheets. 

 
Figure 9.5: A web-based port risk integrated system management interface  

 
 
(d). cope with repeated specific similar risks. 

a feature in the website exemplifies the previous risk reports (appendix 9.E) that 
enables the users to foremost evaluate the intended risks by themselves. This 
feature is designed to accommodate well documented risk reports of all port 
branches and subsidiaries from the previous years.   

(e). encourage communicative and collaborative problem solvings among members in  

http://www.erm2.nl/
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the risk community, or between risk supervisors with the chief risk officers at the 
head office (appendix 9.F). This feature simplifies each stakeholder for 
exchanging information needed to deal with (i) actual issues associated with the 
risk worksheets reports, (ii) reconciling risk mitigation approaches towards new 
and unique business uncertainties, (iii) giving valuable feedback to CROs 
regarding current approaches of RM strategies. 

9.2.4.3 Relocating RM division and establishing a heavyweight risk team 
The firm needs to develop an innovative risk strategy by (a) relocating its risk 

division from the engineering system department (see appendix 7.D) and (b) and put it 
under direct supervision of the managing director and establishing a heavyweight core 
team within this division. The purpose is, firstly, to enhance the visibility of RM division 
and its bargaining power in every decision making process for most of the activities in 
the Port business development. With the new position, the CROs will be invited to sit 
together with directors and other top leaders and their insights will be acknowledged by 
the managing director. The second purpose of this repositioning is to shorten 
bureaucratic processes for integrating the methods into the Port business management. 

The recommended heavyweight team consists of heavyweight risk officers and a 
heavyweight manager. The CROs are senior managers who act as the champions of the 
ERM efforts. They help to articulate a vision of RM and infuse it into the detailed 
priority work of project teams. The heavyweight team, which is composed of employees 
with various different specializations of project skills, can be expected to address each 
problem faced by hetereogenous risk personnel from each department. This core team is 
recommended due to a finding from a participative observation which was directed at the 
CROs. The performance limitation of CROs relates to their expertise and skills in 
specific port activities. That was why they could not communicate properly in the “same 
language” with the on-site practitioners. Frustations, due to this situation, were 
expressed from the both sides during individual interviews. 
 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
Abstract 

In this final chapter of this thesis, the conclusion is stated with the aim of 
answering the research questions and to discuss the limitation of this research project. 
Scientific reflection and deliverables of the new ERM framework to the company, 
recommendations and further discussion for future best practices will be summarized as 
well. 

 
10.1 Answering the research question 

      Conclusion and Recommendation 

CHAPTER - 10 
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In the first chapter the question of how to improve the existing enterprise risk 
management in the Indonesian Port Corporation to enable the organization to cope better 
with uncertainties not only in their on-going projects but also in potential future projects, 
has been defined as the main research question. 
General findings from this study recommend that the best practice for properly 
improving the RM processes (which were modeled in fig 7.3) and implementation plans 
(illustrated in fig.9.3) can be achieved by integrating:  

(a) users’ prerequisites for managing a favorable risk assessment approach,  
through the prerequisites, their perception of deficiencies pertaining to organizational, 
commercial and technological issues of ERM performance can be addressed in order to 
avoid similar misapprehensions and deliver full benefits of an ERM program to the 
organization. 

(b) sufficient resources for managing the knowledge about the business risks, RM and 
its programs  

Based on participative observations, which were made directly of the risk personnel’s 
failure to address this knowledge management issue, indicate that this is indirectly 
caused by ignorance from the intended risk practitioners to be aware of and to engage 
risk assessment programs.  

(c) appropriate infrastructure for informative data & communication accessibility,  
The research outcomes demonstrate that sufficient allocation of information and 

communication facilities are a growing interest in the area of enterprise risk 
management. The respondents appreciate the proposed compatible and suitable 
technology-based information management system (which was developed based on their 
requirements) as another innovative approach to gain in-depth concepts and smoothen 
their work associated with the designated risk assignments. Managerial level has 
recognized this tool as a means for maintaining historical data irrespective of 
geographical location for future project risk analysis. This system enables reports of risk 
worksheets to be generated compatible with risk authority requirements (i.e. CROs and 
BoD) for an audit trail. 

(d) proper continuity of supports and commitments from all parties (especially the 
BoD) during ERM assimilation within the Harbor departments. 

It is found during the study that the behavioral views of ERM must be engineered with 
commercial views to provide an essential contribution. Hence, besides BoD recognition of 
the ERM importance and the simultaneous supports & commitment from all risk 
practitioners, incentives/remuneration programs initiated at corporate level will 
motivate and energize their engagement in RM deployment. 

 
10.2 The limitations of this research project 

Limitations to this study, firstly refers to participants’ resources shortage due to 
internal conflicts and business working ethics (related to seniority culture) were 
significantly encountered when dealing with the initial sample groups of risk 
practitioners. This almost hampered the success of this research study. Thus, the study 
was conducted by taking into account requirements and other valuable insights only 
from several business practitioners.  A second limitation posed on this research lies in 
the survey using questionnaires. The survey was arranged to obtain relevant insights 
from at least 30 correspondents located in 12 port branches. During the fourth round of 
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individual interviews in 6 port branches, at the end, consistence’ responses were received 
from 15 out of the 20 remaining participants (this group was composed after the author 
guaranteed anonymity to them). Facing this unexpected political behavior, the author 
realized that the data sample is rather small to direct the study towards general 
solutions for all the risk communities in the Indonesia Port Corporation. However, at the 
end of research conducted in the company and despite encountering the before 
mentioned limitations, the results of this study have received very positive compliments 
toward usefulness from the respondents.  
 
 
10.3 Deliverables to scientific study 
  The culture of “learning from the master” and the concept of “economic man” have 
been uncovered from this study as factors that distinguishes the European and Asian 
way of doing business and viewing the business risks. In implementing the new 
developed ERM framework, the efforts of getting organizations to make “changes” in 
ERM approach depend heavily on the culture of the company towards ERM and the 
champion who leads the effort. 

Top down impetus for strategic alignment to get subordinates involved in new ideas 
of risk management, is part of the long-range process of RM in the Indonesian culture. 
Initiatives are mostly derived from the top management level. Top management level 
status and rank place are dominant within Indonesia Port Corporation. The innovative 
process will more likely be adopted by the lower levels when a robust ERM model is 
approved, established and sponsored by the highest leader.  

Further more the fashion of risk management is still quite new and has not been 
considered to be a popular one. The corporate priority relating to ERM program 
implementation is still based on economic formulas (calculation of direct and visible 
economic benefits that can be expected to be gained from a RM program for the 
company).  

 
 
 

10.4  Deliverables and recommendations for the company 
 

10.4.1 Deliverables to the company 
A thorough discussion is needed to be organized with all people engaged to regularly 
consult, communicated, monitor and control during the implementation process in order 
to mitigate negative consequences of risks. Due to geographically dispersed locations of 
the Port organization, the design proposed can be expected to help the Indonesia Port 
enterprise to recognize alternative techniques that connects the actors from different 
areas. Further, the design model can give a contribution to international consultants 
that are going to make corporation with the Indonesian Port during Port management 
infrastructure, especially for RM. So, besides focusing on risk assessment techniques, 
they should consider also the discrepancies experienced by risk practitioners towards 
RM plans.  

 
10.4.2 Recommendation to the company 
(a).Contingency plans 

Together with the project managers, the CROs should accommodate a variety of 
contingency plans that enable other risk practitioners to react appropriately once 
the diagnosed risks turn into reality. The plans are associated with (i) third 
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parties existence, (i.e. reviewing contractual arrangements); (ii) technology 
characteristics (i.e. the performance of software / IT infrastructure, the 
complexity and novelty of the IT solutions related to the actual business acts, etc); 
(iii) individual characteristics (i.e. expertise and professional characters of 
managers to deal with complexity, software engineering education due to 
computation in project management, etc). 

(b).Incorporating young employees is proposed to the RM divisions associated with its new 
location (under direct supervision from managing director).  

The old generation practitioners seem to have difficulties following the 
accelerated management plans initiated by their highest leader. The latest group 
has experienced a very nice working atmosphere due to the monopoly privilege of 
the company. The innovative goal of the new managerial level to transform the  
port enterprise into a world class port has disrupted their working rhythm.  
Considering the ERM program to be an extra burden in their job, will always 
endanger the company’s plan for infusing the program into the Port business life 
cycle.  

(c). Back-up risk personnel for all key risk communities. 
Another alternative of previous recommendation can be implemented by adding 
personnel to the risk community, especially when the scheduled risk assessment 
spans over long periods of time, due to difficulty or retentions. This team can be 
expected to help maintain its continuity. 

 
10.5 Recommendation for future research 
During the thesis project, the author was told that the company plans to leverage their 
business performance quality by constructing enterprise resource planning (ERP) 
programs which will integrate port business processes such as purchasing, warehouse 
management, service supply chain, project management, financial accounting & 
controlling human capital management as well. An idea for future research is initiated 
by this study, to combine the enterprise risk management with the ERP, so it can be 
innovatively integrated into the Port strategic enterprise management software. The 
purpose is to automatically and simultaneously balance commercial contributions of the 
planned business process with potential risks that need to be addressed. 
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VI. Appendices 
 

APPENDIX 1.A – 1.C 
 
Appendix 1.A: Description about the Indonesia Port Corporation  
 
History 
The state-owned companies for the port industry, which is also a public corporation 
called Perusahaan Umum (PERUM) Pelabuhan, was divided into four operational areas 
(see appendix A.1) by the Indonesian government’ regulation no.15/1983 juncto the 
government regulation no.5, February 5, 1985. The four Port state enterprises were 
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under supervision of the Republic of Indonesia’s Transportation Ministry. Later, in 1992, 
the four PERUM status were changed into Indonesia Port Corporation I to IV. Then, on 
December 1, 1992, based on a notary certificate, the public corporation (PERUM) was 
change to limited liability company (Persero) to fulfill the requirement of Law No.1/1995 
on Limited Liability Companies. (Indonesia Port Corporation II, 2010) 
 
Company Commitments 
The Indonesian Port Corporation as public service provider for the Port transportation in 
the Western Indonesia has been committed to its partners and port service customers in 
administering and operating a reliable and world-class quality port service. Other 
commitments are promoting the establishment of a cooperative and communal port 
society and supporting the national economic development by increasing the company’s 
welfare and sharing it with the port community, are counted towards the national 
interest. Internal commitment towards the company’s employees are aimed at 
developing human resources who are faithful, qualified, optimistic, friendly and service 
oriented, proud of the company and its culture, and to realize welfare and work 
satisfaction for the employees. 
 
Profile and branches of the Indonesian Port Corporation  
The tailored ERM enhancement is going to be implemented to accommodate 12 
branches, three subsidiaries, one affiliate and two sub-business units of the Indonesia 
Port Corporation. 

The port organization manages 12 commercialized ports. Which are: (1) The 
Teluk Bayur Port in West Sumatera, (2) The Jambi Port in Jambi, (3) The Boom Baru 
Port Palembang in South Sumatera, (4) the Bengkulu Port in Bengkulu, (5) the Panjang 
Port in Lampung; (6) the Tanjung Pandan and (7) Balam Ports in Bangka Belitung - 
Sumatera, (8) the Banten Port in Banten – Java, (9) the Tanjung Priok Port in Jakarta, 
(10) The Sunda Kelapa Port in Java, (11) the Cirebon Port in West Java, (12)  the 
Pontianak Port in West Kalimantan 
 The Harbor Company has also three subsidiaries and one affiliate (joint venture 
with Hutchinson Port Holdings Hongkong). The subsidiaries are PT.RSP (Port Hospital), 
PT.EDI Indonesia (Electronic Data Interchange) and PT.MTI (Multi Terminal 
Indonesia). The affiliate PT. Jakarta International Container Terminal (JICT). Besides 
those subsidiaries and affiliate, two sub business units are included in the whole Port 
business. Those are Tanjung Priok Car Terminal (TPT) and Port Training Centre (PPK). 
One joint operation, Terminal Petikemas Koja (TPK koja – a local container terminal) is 
added into the Port infrastructure. (Indonesia Port Corporation II, 2010). 
 
Business lines 
In the Harbor Company, the main business activities are focused on: 

(a) Ship Services 
The services accommodate operational services from the tima ships enter the port 
until their departure. For example : Anchorage service, Pilotage service, Towage 
& Mooring service, Berthing service, Fresh water service, and Telephone service.  

(b) Cargo Services 
 performs cargo loading and unloading services at the ships till delivery of the 
cargoes to the owners (i.e cargo handling, wharf service, stacking service). The 
services are facilitated by establishing cargo distribution center systems and 
inland container terminals.  

(c) Transportation service  
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Passenger terminal for embarkation and disembarkation of passengers services 
from one island to another inside the Indonesian regions). 

(d) Equipment and facility rental and repair services,  
(e) Other services that support port activities (i.e. port equipment rental service, fresh 

water and public telephone, electricity services). 
 (source: Indonesia Port Corporation II, 2010) 
Although technical approaches to cope with risks taken by these Port business lines have 
already determined at the existing RM model, the enterprise is still experiencing 
problems associated with imprecise risk worksheets and risk assessments. 
 
Coverage area of branches for the Indonesian Port Corporation  
(source: Annual report of the Indonesia Port Corporation II, 2010) 
 

 
 
 

Appendix 1.B: Organizational structure of the Indonesian Port Corporation  
There are four directorates in this port authority  
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 (1) Director of commercial & business Development 
This consists of four main divisions such as: marketing, planning, business development, 
operational and development programs for daughter companies of the harbor 
organization. The importance of this commercial directorate during the process of ERM 
model is mostly associated with all uncertainties and risks from new business expansion, 
strengthening the existing port supply chain services (such as interests and needs of 
current and potential lessees, leasehold contracts and the collection of harbor dues) and 
other corporate operational activities. 
(2) Director of operation and engineering 
Most technical risks, which are considered as active threats during the supply chain in 
the port organization, will be assessed by each risk owner from these divisions. As a 
facilitating directorate, personal involved in this systems engineering are expected to 
guide and to encourage the risks knowledge transfer and implementation within the 
enterprise. 
(3) Director of Finance 
Financial risks which were correlated with port expansion activities (i.e. tax, assets’ 
insurances, liquidities and expenses during partnership with third parties, etc) are 
considered to be highly mitigated or avoided through the planned ERM framework. An 
approval from the financial director on the planned ERM model is required before it goes 
further to the board of directors for the authorization. 
(4) Director of personnel and general affairs 
Organizational risks in this department refer to human resources (i.e. provide sufficient 
skills through training, workshop and career management, etc) and human errors (force 
majeure). Those risks were taken into account as inputs for ERM model improvement. 
Similarly, the potential ERM framework has been considered to anticipate potential 
uncertainties and unforeseen risks due to human performance in the company. 

 
 

Appendix 1.C: Highlight of Company financial resources at the Indonesian 
Port Corporation      

(Source: Annual report of the Indonesia Port Corporation II, 2009) 
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APPENDIX 2.A – 2.D 
 

Appendix 2.A: Risksgroups and types for the Indonesia Port Corporation 
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Risk Groups 

(1) Politic 
 

(2) Economic 
 
 
(3) Social & Culture 

 
(4) Trade law & legislation 

 
(5) Government policy 

Risk Types 

Political conditions both local and international. 
 
Local macroeconomic condition (hinterland area) 
/National/ International 
 
Social and culture condition of community among the Port area 
 
Resulted from changes in government legislation relate to trade law 
 
Associated with both local or central government’s regulations  

(1) Commercial 
 
 
(2) Operational 

 
 

(3) Finance 
 

(4) Engineering system &      
        Technology. 

 
 

(5) Corporate laws 
  

 
(6) Reputation 

 
 

 
(7) Human resources &  
      organization. 

 
 

(8) Strategic        
      Management 

 
 

(9) Safety, Health &  
      Environmental  

 
 

(10) Assets 

Risk Groups 
 

Risk Types 
 Partnerships, Tariffs, Customer relationship management, Business 
development. 
 
Associated with service for pilotage, containers, Port properties, 
passangers and administrative assistance 
 
Budgeting, Tax, Accountability, Liquidity, Assets, etc 
 
Information system database, Port wharfs infrastructure, Port 
activity equipments, facility development and maintenance, etc. 
 
Legal and corporate rules assessments, network and law 
documentation 
 
Risks respect to network among community, Port branches, 
International associations, and implementation of Good Corporate 
Governance. 
 
Pertaining to HRD and organizational planning, career 
management, training & education, personnel mapping & 
development, recruitment, etc. 
 
 
Investment, projects’ planning, procurement, restructurization & 
changes management transformation, internal monitoring, quality 
management, etc 
 
International ships and Port facility security, dangerous goods, 
environmental port handling.  
 
 
Due to risks of buildings, wharfs, piers and other Port facility’s 
installations and natural dissassters. 
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Appendix 2.B: Customized RM Methods at the Indonesia port corporation (from ISO 
31000 standard model) 

Define Target & Criteria Establish the Context

Identify Risk Event

Asses Likelihood & 
Consequences

Short list and Rank Risk Events

Compare Event & Total Risk with Target & Criteria,
Access Existing Risk Management Practice against Risk 

Profiles

Evaluate & Rank Risk

Risk
Acceptable

Treat Risk: 
* Reduce likelihood                     * Reduce consequences
* Transfer in Full or Part      * Avoid

Risk
Acceptable
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Appendix 2.C: Detail discrepancies found at the existing risk management  
     approaches at the Indonesia Port Corporation (after Suh, 2001) 

Domain Character 
Vectors 

Customer Domain 
{ CAs } 

Functional 
Domain 

{ FRs } 

Physical 
Domain 

{ DPs } 

Process 
Domain 

{ PVs } 
 
Organization 

Missing risk awareness 
within organization 

oDilatory   
 Commitment  from    
 top management  
 level 
 
o Inadequate 
coordination of 
practitioners from 
each department in 
risk mitigation 

o Insufficient 
framework for 
interdisciplinary 
communication & 
teamwork 
 
o Less incentives for 
risk officers to 
manage project risks 
appropriately 

Inharmonious 
collaboration for 
ERM  
sponsorship and 
development among 
Board of Directors, 
Chief Risk Officers 
(CROs) and risk 
owners. 

 
Infrastructure 
Or  
systems 
 
 
 
 
 
 
 
 
 
 

o Inconsistent  
Knowledge risk  

  Management  
 
 
 
 
o Unsuitable  
ERM framework with 
the on-going 
Business performance  
 
 
 
o Incompatible 
infrastructure for 
information and  
communication network 

oS-E-C-I 
process for RM model 
should have been 
conducted down to 
the lowest level 
 
 
oInability for RM 
framework to cope 
with intangible 
project risk analysis 
 
oInformation about 
project risks is not 
managed via 
integration of 
downstream & 
upstream data 
system during risk 
assessment 

o Facilitating 
workshops, training 
about ERM to all 
operational 
employees 
 
 Feasibility study is 
not conducted before 
each project 
activities. 

 
 

 
o Non existing linked 
database network in 
risk assessment from 
each division involved 
in project 
developments.  

 

o CROs, risk 
supervisors and 
risk consultants 
collaborate 
incongruously 
during knowledge 
transfer/sharing 

 
Dissatisfactory 
support from top 
management level in 
building a 
coordinative RM 
team  
 

Dilatory initiative 
from CROs  with ICT 
consultants to 
develop  risk 
database system  

Commercial 

 

Lack information due to 
Corporate restructuring 
plans 
 
Irregular activity 
changes associated with 
management plans 

Ambiguous procedures  
to perform ERM model 
through management 
changes  

Less initiative to do 
benchmarking to 
other industries 
which have profited 
from applying RM 
methods.  

 

inproportionate 
arrangement of risk 
management by the 
engineering system 
department 
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Appendix 2.D: Cause, effect and counterbalance for deficiencies in the current  
ERM methods at the port corporation 

 

 
Defficiency : Inadequate communication and consultation 
 

Causes Counterbalance Who is held 
responsible? 

Missing risk‐awares culture within organization Organize S‐E‐C‐I meetings about RM 
programs at all management levels of 
Port business practitioners  

 
CROs, Risk 
consultants 

Empowering and supporting members 
of the risk community in managing 
business risks 

 
CROs and BoD 

Signalling that RM is a valued skill, it is 
not merely a responsibility of CROs and 
it is part of  ordinary business activities 

CROs 

Ignorance from key risk personnels (risk 
owners, risk supervisors and risk reporters) 
towards ERM programs 

Explain the objectives and the 
importance of the RM framework and 
potential negative consequencies that 
might arise by not implementing RM 
 

CROs. 
Risk consultants 

Pursue their superiors to direct the risk 
personnel to participate in the ERM 
program 

BoD 
 

Integrating RM responsibility as an 
additional point as Key Performance 
Indicator (KPI) of employees 
 

BoD 

Vacant or passive risk committee or risk core 
team 

Mapping reliable employees who are 
willing to work together for the RM 
program 

CROs  

Initiate regular meetings to discuss RM 
development plans 

CROs 

Assign each member of the risk 
committee with specific responsibilities 
based on their expertise / best interest 
 

CROs 
 

 The Chief Risk Officers (CROs) lack of 
knowledge & expertise regarding Risk 
Management  

Relevant workshops about RM for non‐
financial institutions, and how to 
communicate and transfer the 
knowledge about RM to the risk 
practitioners 
 

Risk consultants 

The risk practitioners have no knowledge and 
expertise 

Conduct specific risk workshops & 
training 

CROs and 
Risk consultants 

Inadequate teaching & communication skills 
(due to seniority culture) 

Encouraging open communication by 
applying coaching personality so 
participants can express their doubts, 
frustation and vulnerability regarding 
the assigned tasks. 
 

CROs, Risk 
committee  
and  
Risk consultants 
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Irregular people changes (associated with 
management plans) 

Train and educate all employees who 
are involved in operational Port activity 
about risk management assessment. 
 

 
CROs 

Ambiguous procedures to perform ERM 
program due to changes and restructuring 
plans in management 
 

Recommend the managing director to 
establish a robust Risk infrastructure 
and to empower the CROs to drive the 
RM agenda throughout the corporate 
restructuring process 
 

CROs, BoD and 
Risk consultants 

Heterogeneity of risk practitioners (i.e. 
different economic scale of branch, different 
motivation of personnel, different authority 
level, etc) 

Encourage dialogues to obtain 
compromises and to legitimate the 
decision making process and its 
outcomes. 

CROs , Risk 
owners and Risk 
supervisors. 

 
Defficiency : Inproportionate risk assessment 
 

Causes Counterbalance Whose 
responsibility? 

Inappropriate consideration from corporate 
level (risk owners & BoD) about the 
importance of implementing a Risk 
Management framework  
 
 
 
 

Propose the managing director to 
establish top‐down impetus for 
integrating RM within port business life 
span 
 

 
CROs  

Pursue the BoD members to conduct 
risk assessments prior to each project 
development in their departments. 
 

The managing 
director 
 
 

 
Unidentifiable risks 
 

Breaking down Port business activities Risk owners 
Document the business risk brake 
down and classify them  

Risk owners and risk 
supervisors 

Update, govern and integrated the 
defined risks event into the risk 
worksheets 

CROs and Risk 
committee 

Clash between CROs and lay risk practitioners 
due to complexities of risk perceptions 

Establish & document common 
standard procedures and a common 
language agreement of project risk 
perception (i.e. risk events) 

CROs and risk 
owners 

Provide resources (i.e. linked RM 
network, previous risk reports) to 
improve analytic thinking regarding 
business risks 

CROs 

Facilitating risk profiling through a 
workshop at each Port branch 

CROs, risk owners, 
risk supervisors 

Arrange post workshop discussions to 
develop action plans 

CROs and risk 
owners 

Organizing continuous training for all 
members of the risk community 

CROs and Risk 
consultants 

 
Incompatible infrastructure of risk data or 
risk information resources  

Managing integration of data and 
information system during risk 
assessment by developing a repository 
system for risk data, and updated risk 
information  

 
CROs with help of  
ICT consultants 
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Defficiency : Imprecise risk treatment/risk mitigation/ risk handling 
 

Causes Counterbalance Who held 
responsible? 

 
Misinterpretation during risk assessment 
 
 

Discuss the boundaries of risk taking 
and defined standard mitigation 
procedures (i.e. reduce, transfer, 
sharing or eliminate risks) for each 
business risk brakedown  
 

CROs and Risk 
committee and Risk 
owners 

Appraisal or quality evaluation after 
the risk workshop/ training to assure 
the level of understanding of 
designated members in risk 
communities toward RM  

CROs, 
Risk consultants 

Unsuitable risk mitigation procedures with 
the on‐going business performance (i.e. 
misallocation of resources) 
 
 

Benchmark technique or redesigning 
the current ERM model  

CROs, 
Risk consultants 

Redesigning the RDM model based on 
insights from benchmarks or actual 
business risk knowledge 

CROs, Risk owners, 
risk consultants 

Renewal contracts, insurance 
arrangements , if necessary re‐arrange 
organizational structures (such as 
partnerships or joint ventures) when 
the transferred risk was not managed 
effectively 

Risk owners 

Updated risk registers containing 
response information for the 
documented risk handling activity 

CROs, risk owners 
and Risk supervisors 

Updated assessment results reflecting 
from the mitigation situation 
 

CROs and Risk 
owners 

Inadequate coordination of RM practitioners 
from each department due to performance 
limitations (i.e. time, energy, intelligence, or 
motivation ) 

Reorganizing and add more people into 
the risk community to work properly 
within allocated time 

CROs & Risk owners 

Stimulate motivation through 
remuneration/ incentives/ 
compensation program to manage 
business risks properly 
 

BoD 
 

Absence of continous learning and 
continuous communication due  to 
geographically dispersed location 

Assist the personnel to communicate 
online or offline through internet or 
intranet networks 
 

CROs  

Facilitate and reinforce risk 
practitioners to attend other trainings, 
workshops and conferences about the 
updated RM approach. 

CROs 
and BoD 

Defficiency : Associated with the improper action plan after process  
                       monitoring and review process (i.e. RM does not deliver value   
                        nor quantified to the greatest possible extent) 

Causes Counterbalance Who held 
responsible? 
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Practitioners are demotivated to implement 
ERM programs 
 
 
 
 

Ensure the reported risk worsheets to 
have a bargaining power prior to port 
business development plans 
 

Managing director, 
BoD and CROs 

Operationalize ERM strategic planning 
process with the Board of Directors, so 
it can be applied when entering new 
business or in investment decisions 
 

 
CROs and 
Risk consultants 

Facilitating the practitioners to 
communicate expectations for risk 
taking to senior managers 

 
CROs and Risk 
committee 

Frustation that risk worksheets reports were 
being shelved 

Administer risk based audit to assure 
that the developed ERM systems are 
running properly and achieved the 
expected outcomes 

CROs,  
BoD 

Show the risk reporters that their 
efforts is being reviewed and 
vulnerability is being addressed 
through feedback session 

CROs, 
Risk committee, 
BoD from each 
department. 

Insufficient risk governance or undeveloped 
action plans toward the listed risk registers 

Follow through the risk worksheet 
reports by conducting risk workshop 
actions to reinforce accountability of 
individual performance through: 

(a)  updating the risk registers, 
(b)  reviewing the effectiveness of risk 

process, 
(c) uncovering more adequate risk 

handling approach if necessary 
with the 3rd parties 

CROs, 
Risk owners, 
Risk supervisors, 

Educating risk based audit committee, 
and encourage them to create audit 
program  

CROs 
Risk consultants, 

Engage BoD for risk education, training 
and workshop based on their specific  
are of responsibility so they can 
structure their annual agenda around 
the risk within their department 

 
Managing director, 
CROs and Risk 
consultants 
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Risk Management Standards Broad  
Definition 

Neutral 
Definition 

Negative 
Definition 

ISO 31000:2009 
“Risk is the combination of the probability of an 
event and its consequences” 

    

Active Threat and Opportunity Management 
(ATOM) Methodology: 2007 
“Any uncertainty, that if, it occurred would have a 
positive or negative effect on the achievement of 
one or more objectives ” 

    

COSO – ERM : 2004 
‘… event with a negative 
impact, which can prevent value 
creation or erode existing value. 
 

    

AS/NZS 4360: 2004 
“The chance of something happening that will have 
an impact upon objective. Combination of the 
probability of an event and its consequence…. 
Which can range from positive to negative ” 
 

    

PRAM Guide:2004 
“An uncertain event or set of circumstances which, 
should it occur,  
will have an effect on achievement of… 
objectives…..either positively or negatively ” 
 

    

IRM/ALARM/AIRMIC:2002 
“Combination of the probability of an event and its 
consequence… consequence can range from 
positive to negative ” 

    

JIS Q2001: 2001 
“a combination of the 
probability of an event and its 
consequence” 

    

IEEE 1540 : 2001 
‘the likelihood of an event, 
hazard, threat or situation 
occurring and its undesirable 
consequences; a potential 
problem’ 
 

    

Appendix 4.A: Comparative Definitions of Risk (source: Raz & Hilson, 2005). 
 

Appendix 4.A – 4.D 
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Appendix 4.B: Framework of Risk Communication Plan & Strategy 
(Source: Lundgren & Mc.Makin, 2004) 

 
 
(a) Planning for the risk communication and appropriate method (s) for communicating 
risks  
In this point, the research was aimed at observing and enhancing the (1) visual 
representation of risks pertaining to its information sources, (2) stakeholder 
participation, (3) technology that is used to assist the communication and (4) face-to-face 
communication technique during the business risk assessments. 
 
(b). Constraints in the effective risks communication 
The analysis of constraints pertaining to effective risk communication will be focused 
mainly on examining organizational constraints. Which are associated with (i) 
coordinating human resources and informative documents to adequately plan and set 
project schedules; (ii) accommodating apathy or hostility from management levels 
related to difficulties in review and approval procedures and (iii) reconciling conflicts 
arising between organizational necessities. 
 
(c) Generate communicative risk planning into action 
By taking into account appropriate approaches (such as visual representation of risks, 
workshops and multimedia technology equipment in the workplace, etc) that can be used 
to make the risk communication planning as a part of the entire project lifecycle. 
 
(d) Evaluating communication efforts  
This evaluation is planned to measure the success of risk communication efforts and to 
refine risk communication policies, procedures and practices within stakeholders’ 
networks in the Harbor organizations. 
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Appendix 4.C:  A recommendation for the Heavyweight risk actors 
[from Clark & Wheelwright (1992) as cited by Burgelman, et.al (2004), pp.1020] 

 
 

Figure 1: The Heavyweight team members and leader 

 
 
 

Figure 2 : Roles of the Heavyweight manager 

 
 

Figure 3: Responsibilities of the Heavyweight core team members 
Functionality hat accountabilities Team hat accountabilities 

Ensuring functional expertise on the project Sharing responsibilities for team results 

Ensuring that objectives of RM are met that depend 

on their function 

Reconstuting tasks and content 

 Establishing reporting and other organizational 

relationships 

 Sharing responsibilities for ensuring effective team 

process 

 Understanding, recognizing, and responsibly 

challenging the boundaries of the project team 

process 

Heavyweight leader 
•Senior manager within the organization 

 
• wield significant organizational cloout 

 
• have primary influence over the people 

working on the development effort  
 

•supervise their work directly through key 
functional people on the core teams 

 
Heavyweight team 

* a core group of people whoachieve effectivity 
by using skills applied by broadly trained team 

members 
* advantage of this team is its commitment and 

ownerships toward the project, by 
* creating a sense of esprit de corps motivate 

core team members to extend themselves and 
do what is needed to help the team succeed. 

 

Confronts conflicts; not only reacts but implement own philosophy; 
ultimate decision maker; coordination of details and creation of 

harmony 

Fluency in language of business practitioners; translator between practitioners 
experience or requirements of technical/practical specifications of ERM 

Characteristic of the Heavyweight manager 

Program manager ‘in motion’ 
Concept infuser / champion 

Direct engineering manager 
Multilingual translator 

Not too many meetings; not too much paperwork; face‐to‐face 
communication; conflict resolution manager 

Direct and frequently contact to risk personnels; evangelist of 
conceptual integrity; coordinator of risk approach developments 
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Appendix 4.D:  Organizational knowledge creation through  
                                 Socialization-Externalisation-Combination – Internalisation (SECI) 

 
Organizational knowledge creation (to build a consensus of how to manage the faced 

risks) can be encourage through self-organizing team in which group members collaborate to 
create a new concepts associated with the risk assessments. Process for creating of “common 
perspectives” among risk practitioners are mostly facilitated by share experience. Through 
shared experience quite often they achieve direct understanding to enable team members 
“indwell” into the risk issues of others.  

This kind of problem solving technique is experienced during the thesis project. 
Based on this output, in this paper the author promoted the SECI approach to be utilized 
during knowledge management process. This technique is proposed as well as an 
influencing factor for stimulating collaborative engagement among risk actors at the port 
enterprise. 

 
 

 
 
 
 
Externalization: 
Tacit knowledge about perspectives associated with “field” specific project can be 
accommodated in the form of face-to-face communication between risk practitioners and risk 
personnel from similar divisions in different port branches. This provides opportunities for 
coordinative work and engagement of different parties during risk assessments and 
mitigation. 
 
Combination: 
Coordinative sharing of the documented information in the company can be accomplished 
via digital or printed documents of risk worksheets reports. The newly designated ERM 
model facilitates this technique through a risk knowledge repository system which is linked 
to all divisions in all port branches. In this context, the users can experiment with the 
shared data to find best practices for managing the risks faced in their own division. 
 
Internalization: 
In-depth and regular workshops as well as education about business risks, and risk 
management need to be proceeded to all managerial levels, individual discussions with risk 
consultants about specific difficulties in assessing project risks should be stimulated.   
 
 

Socialization 
At the organization, this 
socialization process is facilitated 
is integrated into the design as 
part of risk reporsitory system.  
*Using linked instant messaging 
application,both parties which 
were geographically separated 
can be connected to communicate 
their problems. 
* the technology-based risk data 
management system is equipped 
also with expertise locator, to help 
personnels to find specific 
information directly to people 
who have more expertise related 
to the issues 
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Appendix 5.A: The questions asked in the qualitative research approach 
are directed at the following issues: 
 

a. The risk awareness of parties involved against potential hazards in the Port project 
lifecycle 
Due to whether the information about RM plans, is given in a form that makes it 
active during normal and routine operations: 
(i) Do you know what Risk management is? 
(ii) Have you ever heard about the implementation of an RM program? From 

whom? And what are their reactions toward the program?  
(iii) Should the ERM plans be eliminated? 
(iv) Do you know what their tasks are towards this program? 
(v) What should they be expected to contribute? 
 

b. Capable and reliable actors towards RM systems 
Pertaining to their level of understanding against sources of project hazard, their 
competency (i.e. skills and experiences) with respect to risk management programs 
and their commitment of employing the whole RM processes during the project life 
span 
(i) Have you ever gained any experience or knowledge regarding the RM 

programs?  
(ii)  How did you obtain knowledge about what to do or how to access the given 

RM program? Is the knowledge sufficiently disseminated? 
(iii) Do you know any (dis)-advantages associated with this program, that impact 

their daily activities? 
(iv) Do you know any negative consequences to the whole organization for not 

doing the defined tasks correctly? 
(v) What are their reactions to these consequences?  
(vi) How did corporate react to the unexpected consequences? 
(vii) Have the risk personnel ever received penalties for improperly conducting risk 

assessments? 
 

c. The structure of distributed control system 
It is associated with the structure of functional work in the organization. This 
functional organization will determine the allocation of roles to the individual actors 
and the contents of the communication required for coordination. In a short sentence, 
the communication channels connecting collaborative work of decision makers to 
perform the risk assessment. 
(i) What did the risk authority (i.e. CROs) do to correct failures? 
(ii) Did you do a proportionate work to accommodate the knowledge or 

communication gap while executing the program? 
(iii) How did you address the communication problems? Is it sufficient enough? 
(iv) How often do you communicate with the risk authority?  Risk supervisors 

(this question is directed to risk reporters and risk owners)? And risk owners 
(question was asked to the risk supervisors, risk reporters and risk 
authority)? 
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(d) The content of information access and flow among risk personnel 

It refers to whether or not stakeholders have sufficient information about 
appropriate informative ways to administer RM worksheets/ the width of 
information access available to the decision and adequate infrastructure for the 
overall risk management information access across divisions/departments/branches. 
(i) Did the risk authority provide you with manual guidance or book to conduct 

the RM program? 
(ii) How informative was the given material (printed manual guidance of RM) to 

help you proceed with the risk assessments and risk mitigation plans? 
(iii) When the given manual book is lack of information you need, what you 

usually do? 
(iv) Did you ask the risk authority? Can their answers satisfy your needs? 
(v) If NOT, could you explain why? And if YA, can you give an example based on 

your experience? 
(vi) What do you still need from the current RM tools, in order to help you to gain 

informative data and to do appropriate work? 
(vii) Do your daily activities involve people from other divisions or departments? 
(viii) Associated with risk worksheet reports for your activities, do you need input 

from other parties within the organization or across organizations (with other 
port branches)?  

(ix) If YA, how do you obtain the required information from them? 
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Appendix 5.B: Risk Topography to identify issues related to successful implementation of the 
                              current RM plans  
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Appendix 5.B (continued): Risk Topography to identify issues related to successful implementation of the  
current RM plans 
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Appendix 5.B (continued): Risk Topography to identify issues related to successful implementation of the  
current RM plans  
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Appendix 5.B (continued): Risk Topography to identify issues related to successful implementation of the  
current RM plans  
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Appendix 6.A – 6.E  

Comparative analysis of the five Indonesiaindustries which successfully 
implement ERM 

 
Appendix 6.A: Analysis at PT Garuda Indonesia Group  
 
First comparative organization is referred to one of business unit at PT.Garuda Indonesia 
Group. Similar with the Port of Indonesia, the Garuda Indonesia is a state-owned company. 
It has been providing a service in the Indonesian transportation industry. In their risk 
assessment activities, the Garuda Indonesia has adopted risk mapping standard of AS/NZS 
4360: 2004, when dealing with the risky activities during improvements in the business 
revenue cycle. Both operational and financial risks are quantitatively calculated using 
probability-impact grid technique in order to determine critical values. Analytical Hierarchy 
Process (AHP) is utilized as well to assess the risky factors. Further, using the risk mapping 
tool, results of this calculation will be ranked to determine which activity should be 
anticipated first. 

To increase performance of the currently implemented risk management model, 
Garuda Indonesia conducts regular surveys using questionnaires, interviews and 
brainstorming sessions with a sample group of users, as their early step of the RM 
improvement technique. This tool is consistently administered also for controlling and 
monitoring process of the established RM model. A systematic combination of risk mapping 
and risk mitigation action, such as avoid, reduce and transfer, has been promoted to 
simplify the risk evaluation (Hasan, 2010). 
 

Figure 1:   Risk mitigation action based on risk mapping 
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Appendix 6.B: Analysis at PT.Astra International  
 
Second company, PT. Astra International was selected in this study as a comparable 
company for the benchmarking purpose, due its successive implementation of enterprise 
risk management through management changes. As one of the Indonesian leading 
enterprises, the coverage business lines of this trading company include several industries 
such as automotive (it is granted sole distributorship of TOYOTA vehicles), agribusiness, 
information technology, infrastructure & logistic value chain, heavy equipment for mining & 
energy, and financial services. Risk management in this organization is considered as:  

(a) systematic actions to govern business risks which start from risk identification, 
assessment, treatment, monitoring and communicate risks.  

(b) culture, process, and structures that are directed towards the effective management 
of potential opportunities and threats. 

(c) A model that can be expected to help the organization to better understand its risk in 
improving and delivering its objectives. 

Pertaining to its operational, financial and organizational business uncertainties, the 
business units in Astra International utilize several tools and methodologies for their risk 
management’s infrastructure such as: 

(a) critical self assessment (CSA),  
(b) risk mapping matrix,  
(c) risk database (is occupied as a reference)  
(d) risk checklist,  
(e) balance score card,  
(f) questionnaires and interviews (which require active engagement from business 

process’ owners) 
(g) corporate risk workshops (is attended by all senior managers from cross functions 

and business practitioners who will assess the ERM) 
The purpose are : (1) to identify the nature and size of the intended business’ perils and (2) 
to leverage subjective evaluations which take into account their expected frequency and 
severity of lossess as well as a description of how risks are controlled (fig.6.2) and (3) to 
define relevant issues that will be forwarded to corporate level. 
 

Figure 1: Level of control versus Level of Risk in subjective evaluation  
{Source: PT.ASTRA International, 2007} 
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Audit oversight is used as a tool in reviewing the firm’s business units, to identify the 
nature and size of operational risks. The risks which refer to internal processes, systems 
and people involved. Strategic risk management processes developed in this company are 
mainly aimed at (a) ensuring risk mitigation strategies & business controls across the 
business lines, (b) establishing and assisting audit committee in performing their tasks 
toward RM plans, and (c) forming action plans for risk treatments (determine the level and 
actions related to risk acceptance, risk avoidance, risk impact reduction, risk transfer or 
risk sharing through insurance).  

The critical self assessment (CSA) methodology, at this company, benefits in 
practicing employees’ internal capability to react properly to associated risks in changed 
market conditions. Although business process owners, CSA champions, risk facilitator(s) 
and observer(s) are involved in CSA activity, dedication and support from top management 
level is a critical aspect to ensure the CSA tool can be applied effectively. 

Absenteeism or lack of a risk database and no support from the top management 
level have been conceded by the company to be one of pitfalls for effective information and 
communication activity pertaining to RM knowledge’s dispersion. Further, a total 
commitment from senior management level to a regular S-E-C-I plan (see appendix 4.D) for 
knowledge about risk management is required as well for successful deployment of the 
established RM processes (ASTRA International, 2007). 
  
 
 
Appendix 6.C: Analysis at PT Telekomunikasi Indonesia  

(PT. TELKOM) {Source: Abram, 2007} 
 
The third selected company is one of the Indonesian government’s organizations that devote 
its services to public in telecommunication industry. Two additional techniques are 
promoted toward effective operational risk management implementation.  

o Risk and Control Self Assessment (RCSA) 
In this company, a Top-Down approach has been implemented to underline risk 

mapping process model.The assessment is started by (1) classifying objectives from 
activities, (2) identifying probability of occurrence (3) conducting a risk register which is 
followed up by (4) risk analysis to value inherent risk through the identification of 
current treatment, residual risk and expected risk judgment. (5) Identifying responses 
toward risks and (6) practicing and coordinating risk response are positioned at the last 
segment before (7) risk reporting.  

Risk register technique is employed under the supervision of the risk manager unit, 
RM committee and Board of Directors (BoD).  

Operational risks are analyzed based on cause, expenses’ measurement of each 
activity through profit and loss. 

 
o Advanced Measurement Approach (AMA) 

A research study conducted by Abram (2007) promotes Advanced Measurement 
Approach (AMA), which has been developed by the Basel II committee, to be developed 
in one division of this telecommunication company. Together with risk mapping to 
assess operational risk the AMA approach, which aims at enumerating operational 
uncertainties, has been recommended because it takes risk exposure indicators into 
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account. The indicators are required to be organized in advance by each business unit. 
The risk exposure indicators are based on internal loss and probability risks’ occurances.  

For this company, AMA toolkit utilizes (a) internal loss even data, (b) external loss 
data, (c) scenario analysis, (d) Key Performance Indicators, (e) Quantitative measures 
serving as early warning indicators, (f) Risk and control self assessment (RCSA) and (g) 
qualitative assessments of inherent risks and controls. 

 
Figure 1: Developed risk self control assessment (RCSA) model at infratel division  

(Source: Abram, 2007) 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Appendix 6.D:  Analysis at PT.PINDAD 
 
The next state-owned organization is a manufacturing industry specialized in military 
equipment and commercial products for military purposes. Similar with the Harbor 
Company, the PT.PINDAD Company is categorized as a monopoly organization. The 
benchmarking analysis from this company will be focused on operational risk management 
related to organizational knowledge performance towards an ERM framework. 
 Based on risk management framework from ISO 31000, an interactive technique 
(through interviews and brainstorming with projects’ risk owners), flowchart mode (to 
structure plans and activities in diagnosing business risks) and voting technology (using 
questionnaires for recognizing critical activities in advance) are administered for risk 
assessment purpose to identify relevant risks. The risk identification’ results are ranked 
and exploited as input for risk evaluation. 
 A knowledge sharing facilitator system towards corporate risk management 
substances has been employed also at PT.PINDAD to disseminate applicable information 
and to develop specific knowledge about relevant risk in project life cycles. 
In the routinization process : 

(a) Once knowledge’ requirements are identified, knowledge management activities will be 
started with contents’ selection as inputs for the knowledge transfer system. 
(b) In the knowledge distribution/transfer system, an infrastructure for knowledge 
dissemination is developed. The result will be considered as new knowledge to be utilized 
in risk assessments’ activity. (c) Later, all the gathered knowledge will be stored for future 
usage. 
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Figure 1: Combination of ERM framework (ISO 31000) with Knowledge  

management and RM documentation in operational risk’ assessments  
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Appendix 6.E:  Analysis at PT. Perkebunan Nusantara III (PTPN) 
 
The PTPN is a leading enterprise in agricultural organization, owned by the Indonesian 
government, with crude palm oil (CPO) and kernel also rubber plantation as its main 
business. This enterprise was selected, by the committee of Asia Pacific Risk Management 
Conference (APRMC) 2011, in Bali – Indonesia, due to its successive development in 
cultivating a risk culture within the organization. Similar with the Port Company, as the 
state-owned company, the deployment of RM were obliged by a minister’s decree as part of 
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good corporate governance (GCG) assessment in all of the Indonesian government’s 
enterprises.  

The gathered comparative analysis about this company is mostly pertaining to 
integrated RM implementation based on information technology (IT) systems, which takes 
into account components of performance appraisal and remuneration system. The intended 
integrate system (figure 6.5) is established in order to enhance awareness towards business 
risks and to motivate project owners to work not only effectively but also efficiently, using 
risk assessment. 

 
Figure 1: Risk Management framework tailored for PT.Perkebunan Nusantara III   

       (Presented at Asia Pacific Risk Management Conference, 2011)  
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Besides the customized framework, the PTPN have implemented stages to accomplish 
risk culture and risk awareness cultivation during RM process. Those are: 

(1) Create and authorize team to integrate RM with performance appraisal and 
remuneration methods 

(2) Integrate RM model with the intended methods of performance and remuneration 
indicators. 

(3) Conduct a pilot project, at some business districts, in which the integrated system 
will be tested 

(4) Evaluate test results from the pilot project  
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(5) Evaluate, revise and migrate the previous framework of RM (COSO framework) to 
the new one – ERM (based on ISO 31000). 

Integrated the ERM with performance appraisal and remuneration, implemented it on 
an advanced IT system 

For the risk communication and consultation process, a customized and systematic 
communication model, between external and internal stakeholders, have been developed 
and applied to the  PTPN organization, with the purpose of enhancing the company’s 
capabilities regarding knowledge risk management cultivation. 

 
 

Figure 2: Capabilities enhancement method toward RM framework for PT.Perkebunan  
                 Nusantara III (Presented by Prawirakusumah at Asia Pacific Risk Management  
                 Conference, 2011) 
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Appendix 7.A – 7D 
 
Appendix 7.A: Functional requirements related to favorable risk management  

processes at the Indonesia Port Corporation  
 

 

•A compatible and suitable RM approaches 
Associate with  

Assets circumstances 

•  Clarity of objectives and importance of RM model to the entire 
business life cycle or project success 

• RM is formulated to encourage more regimented business risk 
analysis 

Associate with  

Business circumstances 

• Company internal support toward the regulation of corporate 
risk management (CRM) plans through Board of Directors (BoD) 
participation 

Associate with Corporate 
Laws circumstances 

• Top management commitment from establishment to implementation 

• Socialization process to the lowest level of relevant employees 

• Stimulate coordinative RM team members and risk owners from each 
department during risk assessment 

• Ensuring synergistic behavior to all risk practitioners 

Associate with HRD and 
Organizational 
Development 
circumstances 

• The software of intended RM system is initially planned and formulated by providing 
proper resources (i.e. people, automated and linked risk database,etc) 

•  A proper software for tracking and monitoring process and report progress which is 
linked into each division involved in an intended project 

Associate with  

Operational circumstances 

• The project risks are managed via integration of downstream and upstream 
data, so that, all potential risks' predecessor can be included in risk assessment 

• Encouraging team expertise within risk analysis strategy 

• Developing user-friendly interface of RM assessments 

• Developing a software system to communicate problems faced during 
project either offline or online 

Associate with Technical & 
technological aspects 

• Developing RM culture within organization to enhance economic 
competitiveness  

Associate with  

Economic circumstances 

• Reducing conflicting interest between corporate risk assessment 
techniques with the given government policies 

Associate with  
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Appendix 7.B: A recommended design for Risk Data management and Knowledge repository infrastructure      
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Appendix 7.C: Risk-based knowledge management process to address clarity  
                                issues regarding  objectives and importance of the ERM program. 

 
 
 
 
 
 
 
 
 
 
 
 
 

As demonstrated by the above figure, a knowledge transfer system is constructed to 
facilitate knowledge dissemination about risk among risk practitioners within each 
organization and across the Port branches. Managing the knowledge in this context is a mix 
of knowledge about the risk program, its strategy and structure by using technology-based 
initiatives to socialize and transfer it within the organization.  

In developing the knowledge management process, objectives of ERM strategy and 
its structure are socialized to the risk practitioners. If required during the organizational 
knowledge process (i.e. creation and transfer), due to cultural climate in the company, the 
CROs can nurture it by using risk consultants as intermediaries. The consultants are made 
responsible for mentoring and use necessary techniques (i.e.storytelling, case-based 
reasoning) for transforming the tacit knowledge into explicit knowledge that fit with the 
project risks tasked to individuals.  
 Further apprehension for knowledge about “what actually happened (risk events)”; 
“what caused it to be happen (risk sources)”; and “how the risks are managed 
(mitigation/response strategy)” have been uncovered to be the problematic ones for most 
Port business practitioners (i.e. risk managers, risk assessors, risk supervisors, risk 
reporters and risk handlers). Hence, bridging knowledge distance between organizational 
and individuals is proceeded by risk experts (i.e. CROs and risk consultants) in order to 
achieve a common understanding related to ERM approach. Here, the knowledge is made 
explicit to all organizational personnel so they can be on the ‘same page’ and communicate 
with ‘similar project language’ during the knowledge exchange. Later, these results are 
organizationally archived as instructions to be used later on for supervision, workshops/ 
training, or individually documented to improve the performance during risk assessments 
for the forthcoming projects. The IT infrastructure is promoted to facilitate knowledge 
transfer due to knowledge documentation approach, as lessons learned database and a 
central knowledge repository that includes risk-related information. So that the intended 
risk individuals spread across network can communicate through a centralized knowledge 
server as well. Through this server, the integrity of the knowledge about risk processes can 
be maintained. The system is designed in the ERM model (figure 7.3 and figure 9.5) to be 
equipped with a graphical user interface for modifying the content of the risk knowledge 
base. Further, the system provides links to www gateway to support collaborative process 
knowledge management within the port enterprise. 
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Appendix 7.D: Relocation of RM division under direct supervision of the 
managing director 
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Appendix 9.A – 9.F  
 

Appendix 9.A: Classification of tools with significantly higher usage for Risk  
    Management Process and Project Management Practice (PMP)  

 {source: Raz & Michael (1999)} 
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Appendix 9.B: When “Instruction” button is clicked 

 
 

Appendix 9.C: When “Frequently Asked Questions” button is clicked 

 
 

Appendix 9.D: When “Current Worksheets” button is clicked 
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Appendix 9.E: When “Previous Worksheets” button is clicked 

 
 
 

Appendix 9.F: When “Contacts” button is clicked 

 
 
 

Those who sow with tears will reap with songs of joy, because He has made everything beautiful in its time…  
(Psalm 126; Ecclesiastes 3:11) 
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