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Abstract

This study aims to formulate an integrated model for performance and risk management through a Risk-Based
Performance Management (RBPM) approach to improve company performance at PT XYZ, an airport operator. The
research is motivated by the continued failure to meet several performance indicators, suboptimal operational cost
efficiency, and the lack of integration between risk management and performance management, which prevents risk
information from fully supporting strategic decision-making. In addition, the results of the risk maturity assessment
indicate that there are still gaps in governance, process integration, and the use of risk data and technology. The study
uses a qualitative descriptive approach with a case study at PT XYZ. Data were obtained through analysis of company
documents, performance reports, risk profile reports, Risk Maturity Index (RMI) assessment results, observations,
and interviews with related work units. The analysis compared the existing conditions of performance management
and risk management implementation with the Risk-Based Performance Management framework to identify gaps
and formulate improvement plans. The results show that performance management and risk management are still
running partially, risk appetite has not been consistently internalized in target setting, and performance indicators,
risk indicators, and control indicators are not yet connected in an integrated system. The RBPM model is designed
to integrate Key Performance Indicators (KPIs), Key Risk Indicators (KRIs), and Key Control Indicators (KCls)
through strategic alignment, risk appetite, dashboard-based monitoring, and an early-warning system. Implementing
this model can improve decision-making quality, strengthen governance, enhance organizational resilience to
uncertainty, and encourage more stable, measurable, and sustainable performance.

Keywords: Performance and Risk Integration, Performance Management, Risk Management, Risk-Based
Performance Management, Risk Appetite

INTRODUCTION

PT XYZ in carrying out its role as a manager, operator of airport services (aviation), and airport-related
services (non-aviation) is committed to implementing the principles of good corporate governance at all levels of the
company, one of which is realized in the form of implementing risk management to ensure the achievement of the
Company's Vision and Mission and the creation of value for the company and stakeholders. To maintain the quality
of the company's products and services, achieve company targets and objectives, and ensure business resilience and
sustainability, PT XYZ implements risk management and continuously strives for continuous improvement. The
management of corporate risk aims to increase the certainty of achieving company goals and targets by minimizing
potential losses from downside risk and optimizing upside risk. The implementation of PT XYZ's risk management
has not been fully effective in protecting value by minimizing obstacles in achieving targets and creating value by
exploring opportunities for the company. The ineffectiveness of risk management has an impact on the achievement
of several company performance indicators, where the realization is still below the target.
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Based on Aeronautics production performance in 2025, several production indicators remain below target,
including PJP4U production with an achievement of 91%, PJP2U production with an achievement of 98%, and
Aviobridge production with an achievement of 98%. Meanwhile, for non-aeronautical production in the same year,
namely 2025, Rental production obtained better achievements with an achievement of 109%, and concession
production with an achievement of 103%. However, for Fuel Throughput Charge (FTC) production, it was not
achieved at 92% for either value or vehicle parking.

Looking at previous years, namely 2023 and 2024, several company performance indicators also indicate
that the company failed to achieve its targets, although not on the same indicators. However, these performance
achievements reflect the company's inconsistent growth, with several indicators achieving below 100%. Based on
production performance in 2024, the PJP4U production achievement in 2024 was 96%, the PJP2U production
achievement was 94%, the counter achievement was 95%, and Aviobride was 100%. Therefore, compared to 2025,
production growth was less consistent, with declines in performance for PJP4U and Aviobridge achievements.
Conversely, there was a better increase in performance for PJP2U and the counter.

For performance in 2023, PJP4U achieved positive performance with achievements above 100%, while
PJP2U (Passengers) recorded negative performance, with achievements below 100% (97.2%). Rental performance
also recorded positive results, with an average above 100%, followed by Cargo (PJKP2U) at 89.9%. Based on
production data for 2023, 2024, and 2025, it can be concluded that the company's performance is not consistent
enough to sustain sustainable growth. This condition shows that the company is less effective in managing
performance or less effective in managing obstacles or constraints in achieving targets, in this case, managing risk.

If we look at operational cost management performance, actual operational cost use remains above target,
with an average cost realization above 100%. This condition explains that there are cost components that were not
planned or that are sudden in nature, meaning risks were not identified from the start and require risk management
and additional costs. Based on financial realization performance in 2023, the actual operational costs in 2023 were
117.8%, resulting in a 17.8% overrun outside the RKAP. The realization of operational costs in 2024 was 103%,
resulting in a 3% overrun. The realization of operational costs in 2025 was 99%, which is in line with the target.
However, a more detailed analysis shows that the realization of maintenance costs within operational costs was still
overbudget by 109%, or IDR 121 billion, above the RKAP, and utility expenses were 109%, or IDR 83 billion, above
the RKAP.

The failure to achieve several company targets indicates that risks are not well managed or that performance
management is not integrated or aligned with risk management. Several risks are not aligned with the company's
targets and goals, as described in the following conditions:

1. The risk of low passenger and aircraft traffic growth where the residual realization drops from moderate to
high to low to moderate (better than the moderate target) can be concluded as effective risk management as
per the 2024 Risk Profile and Non-Aeronautical Production Performance 2025, however this condition is
not in line with production achievements according to Production Performance in 2024, where for the
achievement of PJP4U (number of aircraft) and the achievement of PJP2U (number of passengers) there was
a decrease with each achievement of 96% and 94%. The same condition also occurred in 2025, as in Table
1, the risk of achieving business revenue below the RKAP target with the residual risk value dropping from
a high level to a moderate level (effective) because it is in accordance with the residual target. However,
when viewed against the value of non-achievement of Rp 461 billion, the value remains high.

2. The risk of increasing expenses based on the risk monitoring report has decreased the risk level from
moderate to high to moderate (effective risk management); however, when linked to the performance
achievement of expense realization, there is still an overbudget for employee expenses and operational
expenses, according to Financial Realization Performance in 2024, with an achievement of 108% and 103%.
Risk management in 2025, as Aeronautical Production Performance in 2025, also shows a similar condition:
although overall realization has reached 99%, several cost items, such as maintenance and utility costs,
remain overbudget.
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Table 1. Risk Profile for 2025
Monitoring Risk Report
No Risk Event Inherent Risk Realization Target Residual
Residual Risk Risk
L . 19 11
1 Obstacles in implementing pqst— Moderate to Low to 11
merger human resource policies High Moderate Low to Moderate
5 Strategic program value is 24 13 13
decreasing High Moderate Moderate
3 Business revenue is below the 24 13 13
budget plan target High Moderate Moderate
4 Increase in business expenses 23 Lol“ll to 11
exceeds budget targets. High Moderate Low to Moderate
A decrease in the company's 18 13 1
5 abll.lty to meet short-term Modgrate to Moderate Low to Moderate
obligations. High
18 13 11
6  |Land asset ownership disputes Modgrate to Moderate Low to Moderate
High
11
24 11
7  Cyber attacks . Low to
High Moderate Low to Moderate
Source: Risk Management Report of 2025
Table 2. Risk profile for 2024
Monitoring Risk Report
No Risk Event Inherent Risk Realization Target Residual
Residual Risk Risk
18 6 6
1 [Resistance to cultural change Moderate to Low to
. Low to Moderate
High Moderate
. 19 6
2 puines o b | e | Love |
P & High Moderate
3 Accounts receivable are quite 24 Mo d;r6a te to 18
large due to the merger. High High Moderate to High
4 Failure and delay in enjoying the 23 13 13
benefits of BPHTB relaxation. High Moderate Moderate
. . 23 13 13
5  |Delay in obtaining PMK.56 High Moderate Moderate
Harmonization of 2 systems into 1 14 8 8
6 Low to
system Moderate Low to Moderate
Moderate
The potential for increased cargo 18 2 13
7 L Moderate to
traffic cannot be optimized High Low Moderate
Delay in implementing new 18 6 11
8 regulations after the merger Moderate to Low to Low to Moderate
cgtiations after the merge High Moderate
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Low growth in passenger and 18 6 13
? aircraft traffic Moderate to Low to Moderate
High Moderate
18 13 13
10 |Increased business costs Moderate to
High Moderate Moderate

Source: Risk Management Report of 2024

The suboptimal management of corporate risk is also reflected in the results of the Risk Maturity Index
Assessment for the 2024 Financial Year at PT XYZ which includes five test dimensions, namely Risk Culture and
Capabilities, Organization and Governance, Risk Framework and Compliance, Risk Process and Control
Dimensions, and Risk Models, Data, and Technology at PT XYZ for the 2024 Financial Year is "Developing Phase
(+)" with a score of 2.88 according to table 3. Based on the assessment results, it is concluded that PT XYZ has not
aligned the company's strategic plan with the risk assessment process, as the risk assessment is not carried out based
on business processes. There has also been no formal response from risk owners to the submission of risk profile
reports. Meanwhile, based on the dimensions of risk models, data, and technology, the use of the Early Warning
System (EWS) in the Enterprise Risk Management Information System dashboard is not optimal, as EWS
information is sourced from Key Risk Indicators in the risk profile, leaving a need for comprehensive and relevant
information.

Table 3. Achievement of Maturity of Risk Management Implementation

Dimensional Aspect
Parameter | Dimension Description Dimension Score | Score
1-3 1 Risk Culture and Capabilities 3,00
4-19 2 Organization and Risk Governance 2,73
20 - 33 3 Risk and Compliance Framework 3,00
34 -40 4 Risk Process and Control 3,00
41 -42 5 Risk Models, Data and Technology 2,50
Dimensional Aspect Score | 2,88

Source: 2024 Risk Maturity Index Assessment Report

In a study by Mestchian & Cokins (2010), RBPM can reduce strategy execution failures, increase
performance stability and predictability, and encourage long-term value creation. Laisasikorn and Rompho (2014)
stated that there is a significant, positive relationship among ERM success, the effectiveness of performance
measurement systems, and a company's financial performance. Goldstein (2018) stated that ERM integration in
strategic planning is an important paradigm shift in modern management. Integrated ERM supports strategy
achievement, improves decision quality, and strengthens long-term performance. Xu et al. (2019) revealed that risk-
based performance evaluation provides a more comprehensive approach than conventional evaluation in e-waste
management. Djohanputro (2024) stated that Risk-Based Performance Management is not just a conceptual trend,
but a strategic necessity for modern companies in facing business uncertainty. Fatima et al. (2024) concluded that
integrating risk in the Public-Private Partnership project performance assessment system can reduce the potential for
project failure, enhance monitoring effectiveness, and promote the long-term success of infrastructure projects.

By observing the conditions where there is still a misalignment between performance management and risk
management (silo), risk communication that is not based on the best information, ineffective risk communication
and gaps in the risk maturity index assessment, it is clear that the implementation of risk management at PT XYZ is
not fully integrated with the company's performance management and causes risks not to be managed effectively in
achieving company targets. Therefore, an in-depth study is needed to formulate appropriate recommendations in
implementing a company strategy that is integrated with the implementation of risk management to improve
company performance through a Risk-Based Performance Management (RBPM) approach.

LITERATURE REVIEW
Corporate Performance Management
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Performance management is an integrated system that aims to improve the effectiveness of organizations,
teams, and individuals through planning, monitoring, developing, evaluating, and rewarding performance
(Armstrong & Baron, 2004). Meanwhile, according to Aguinis (2019), performance management is an ongoing
process aimed at identifying, measuring, and developing individual and team performance and aligning that
performance with the organization's strategic objectives. In this context, performance management is not simply an
annual monitoring or evaluation tool, but rather a dynamic and ongoing cycle.

From a strategic management perspective, Kaplan and Norton (2001) introduced the Balanced Scorecard
(BSC) as a performance management framework that focuses not only on financial dimensions but also on customer
perspectives, internal business processes, and learning and growth. This framework is an important foundation in
modern performance management because it allows organizations to translate corporate vision and strategy into a
comprehensive set of measures. Kaplan and Norton (2004) explain that the BSC was designed to address one
fundamental problem in strategic management: the gap between what is stated as strategy and what actually happens
on the ground.

Marr (2012) defines KPIs as navigation tools that organizations use to understand whether they are moving
toward strategic goals or deviating from the path. One of the most popular frameworks for assessing the quality of a
KPI is the SMART criteria, first introduced by Doran (1981) in the context of goal setting. In the context of KPIs,
SMART stands for specific or unambiguous, measurable or objectively measurable, achievable or realistic to
achieve, relevant to strategic goals, and time-bound or having a clear measurement period. However, some experts
argue that SMART alone is not enough. Marr (2012) adds two important criteria for KPIs: they must be actionable,
meaning that concrete actions can be taken based on the information, and owned, meaning that one person or team
is responsible for the performance indicator.

Risk Management

According to ISO 31000 (2018), risk is defined as the impact of uncertainty on objectives. The ISO 31000
standard establishes risk management principles, frameworks, and processes that organizations across sectors, sizes,
and activities can apply. Meanwhile, the Committee of Sponsoring Organizations of the Treadway Commission
(COSO, 2017) defines risk as the possibility of an event occurring that impacts the achievement of business strategies
and objectives.

Risk management principles serve as the foundation for establishing a risk management framework and
process. They provide guidance on the characteristics of effective and efficient risk management implementation
and convey the values it embodies. A risk management framework serves as the foundation for risk management
governance and outlines how an organization's risk governance will be implemented. The function of a risk
management framework is to assist organizations in integrating risk management into all organizational functions
and activities. The risk management process is a series of systematic steps to help target owners manage opportunities
and threats to achieving objectives in a systematic, measurable, and controlled manner. The risk management process
must be an integral part of management and decision-making, and integrated into the organization's structure,

operations, and processes.
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Image 1: ISO 31000:2018 Risk Management Components

Risk Appetite & Risk Tolerance

The Institute of Risk Management (IRM, 2011) defines risk appetite as the total amount of risk an
organization is willing to accept or sustain to achieve its strategic objectives. Meanwhile, according to COSO (2017),
risk appetite is the type and amount of risk an organization is willing to accept in pursuing value. Determining risk
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appetite is the responsibility of the Board of Directors or top management, as this statement directly influences the
organization's strategic direction and resource allocation in managing risk. Risk tolerance is the limit of acceptable
deviation from risk appetite or from established performance targets (COSO, 2017). Risk tolerance is often expressed
in more specific, measurable quantitative terms than risk appetite. Risk tolerance becomes an operational parameter
used by the organization in day-to-day risk decision-making, while risk appetite serves more as a strategic guide for
top management.

Key Risk Indicator

KRIs serve as early warning signals that indicate an increase in potential risks before they actually
materialize into losses (Scandizzo, 2005). Effective KRIs must measure aspects relevant to the primary risk sources
and directly related to the organization's established risk appetite and tolerance. Mature risk management
implementations generally integrate KRIs into the same management dashboard as KPIs, allowing management to
simultaneously monitor performance and risk in a single, integrated view. This approach aligns with the concept of
Risk-Based Performance Management.

Risk Maturity Index

The Risk Maturity Index (RMI) is a measurement tool used to assess the extent to which an organization has
developed and implemented effective risk management practices. The RMI provides a comprehensive overview of
an organization's position in terms of risk management maturity. Decree of the Deputy for Finance and Risk
Management Number: SK-8/DKU.MBU/12/2023, where the RMI levels start from the initial phase (score 1-1.8),
the developing phase (score 1.9-2.8), the good practice phase (score 2.9-3.8), the better practice phase (score 3.9-
4.8), and the best practice phase (score 4.9-5).

Risk-Based Performance Management

The Risk-Based Performance Management (RBPM) approach was developed as a management model that
combines strategic management and risk management processes within a single, systematic, integrated framework.
Smart and Creelman (2013) argue that RBPM is not simply a combination of the two but rather a new paradigm that
positions strategic risk as a fundamental component in the implementation of an organization's strategy. The RBPM
approach emphasizes the need to build a more comprehensive indicator system in which Key Performance Indicators
(KPIs) are combined with Key Performance Indicators (KRIs) and Key Performance Indicators (KClIs). These three
indicators provide information that not only assesses target achievement but also monitors risk and the effectiveness
of controls in keeping the organization within its established risk appetite. Through this integration of indicators,
organizational management obtains a more complete picture of the relationship between performance achievement,
risk profile, and internal control mechanisms.

Integration of Strategy and Risk

The integration of strategy and risk is a key foundation of the RBPM approach. From this perspective, risk
is not a separate supporting function to strategic planning, but rather an inherent component of the strategy
formulation and execution process. According to Smart & Creelman (2013), risk, specifically risk appetite, must be
central to implementing an organization's strategy. In other words, an effective strategy is designed and executed
within explicitly defined risk tolerance limits.

Risk-Based Performance Management (RBPM) Framework

The RBPM framework, according to Smart & Creelman (2013), is an integrated model that connects
strategic management, performance management, and risk management into in single organizational system to
eliminate the dichotomy between strategic planning and risk management, which in traditional practice are often
separate. The RBPM framework comprises several main components that interact with one another, as shown in
Image 2. According to Smart & Creelman (2013), there is a relationship among strategy, performance management,
and risk management, with risk aligned with strategy until performance management is centered on risk preferences
and risk appetite.
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Image 2: RBPM Framework

Implications of RBPM on Improving Company Performance

In the context of RBPM, the use of risk-based performance indicators helps management assess the strategy's
effectiveness more comprehensively. RBPM also has implications for improving a company's performance stability
in uncertain business environments. According to Leone et al. (2017), integrating risk and performance contributes
to the stability of a company's financial results. According to Power (2016), the added value of risk management
arises when risk becomes an integral part of the strategic control system rather than a mere compliance function.
From a strategic perspective, RBPM contributes to the creation of sustainable competitive advantage. The integration
of risk and performance enables organizations to identify innovation opportunities while proactively managing
market uncertainty. According to Behl & Dang (2022), the alignment between risk governance and strategic
management processes is a critical determinant in improving company performance.

Framework of Thinking

This research framework is based on performance management (KPIs), risk management (KRI), and risk
appetite, implemented in an integrated manner through a Risk-Based Performance Management (RBPM) model. In
RBPM, performance measurement is complemented by influencing risks by setting targets within the risk appetite
corridor. In contrast, risk monitoring is complemented by a threshold that serves as an early warning system for
deviations in performance achievement, enabling management to take remedial action to minimize threats and
optimize opportunities immediately. Therefore, the implementation of Risk-Based Performance Management is
expected to improve company performance. This framework is systematically outlined in Image 3.

: Performance N ]
Input Management (Key Risk Appetite R“LRM;!}ﬁmaeln" )(Ke,\
H Performance Indicator) isk Indicato:

Risk-Based Performance Management Model (Performance
i d with risk )

: Risk-based performance
Process = i t (Targets are adjusted
: within the risk appetite corridor)

—— —

Integrated performance monitoring with risk
management (optimizing opportunities/'minimizing
threats)

Risk monitoring using threshold as
an Early Waming System

Improving company performance

Output Operational Financial Cost \,IE“:;‘“.
H Performance Performance Efficiency ° Index

Image 3: Thinking Framework

METHOD
This research uses a qualitative descriptive approach with a case study method at PT XYZ. This approach is
used to analyze the company's performance and risk management and to develop a Risk-Based Performance
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Management model appropriate to the company's conditions. Data collection techniques are used to obtain valid, in-
depth information on the processes of formulating and monitoring KPIs and risk management for company
performance. Data collection is carried out through interviews, documentation, observation, and Focus Group
Discussions (FGD). Data analysis methods used in this study include descriptive analysis, gap analysis, risk-based
performance management analysis, risk priority analysis, and implementation strategy analysis. This research is
conducted through several problem-solving stages, systematically arranged to develop a Risk-Based Performance
Management model to improve PT XYZ's performance.

RESULTS AND DISCUSSION
Design Results

Table 4 illustrates the integration of KPIs, KRIs, and KCls, which can be used to monitor a company's
performance progress. This worksheet can help companies address issues in performance and risk management. Each
indicator is equipped with a threshold to signal the company to take action. For KCls, a red or yellow threshold
indicates that controls have not been implemented to facilitate certain business processes in achieving targets or to
minimize risks, allowing management to take early action to evaluate the controls in place. A green KCI threshold
indicates that controls have been implemented in accordance with procedures, allowing management to focus more
on changes in the company's environment. For KRIs, a red threshold signals that a potential risk affecting certain
performance is imminent, requiring management to take immediate action to minimize the risk by implementing
planned risk management or changing the company's strategy.

Table 4. Alignment of Performance Management with Risk Working Paper

Perspecti Current g,y

e (bacy Tuluan Strategis Indicator Achiey  fook L= RIS(I:(:;M“"S ":;“f"' R c“"'l':"::;'"““'" "‘":""' Tindakan Manajemen
ements
Frevenue Growth Fi InflationRate - Join marketing dengan 3timesper  Implementation of risk
Eromm aitlines e treatment and Strateay
F2  Mumber of Prospective - Number of engagements  3timesper  Implementation of risk
Partners with partners. week treatment and Strateqy
_ Increasing Operational Cost per Passenger Implementation of efficiency . Implementation of risk
Finanelal  proivability ESITCA - S Growtn - proarams 0% {reatment and Strateas
Magimizing Profit Netincome 2493 F4  Regional TatIncrease - :ﬁj“c‘:z:‘:gi;:::‘:‘:‘asng e '"'P""::::::::" risk
Optimizing Retunon  (ROIC - WACC) & - F5  Difference in Actual - Frequency of project 4timesper  Implementation of risk
Investment Invested Capital Progress vs. Plan (%] progress monitoring month  treatment and Strateqy
Improving global Skytras Ranking of CGK - o1 Mumber of complaints per g Frequencyof sevice Strengthening internal
service standards Airport service point mustery audits
Optimizing Economic  Customer Spending Per 1039 cp Percentageoftenantsuith i Frequencyof tenant Implementation of risk
Customer ValueperPassenaer  Pax CGK and DPS 8 sales below target performance evaluations treatment
Improving service Customer Satisfaction 43 C3  FaciityPerformance 75, %ofscheduledmaintenance g, Implementation of risk
quality Index Score N completed treatment
Accelerating Strategic Priority Project - c4 %o unitsimplementing g5y  %of communication - Implementation of risk
COraanizational Iniourney Group. transformation proarams proarams evaluated for treatment
Enhanced corporate  Injourney Group Brand - I Program realization - Monitoring implementation - Strengthening internal
reputation Strenath Level compared to plan [monthiy] progress. m |||||nen|:":|lo\':ll=gll A
- 'g":__";f;“ PASSENGEr ot Passenger Traffic - F1 Inflation rate - Joint marketing with aitines. |3 ‘T::k"" treatment and strategic
B:l:i:lass Strengthened ESGRating - 2 % of stiategic decisions 755, Frequency of strategic - Implementation of risk
Processes dovernance and containing ESG aspects decision evaluations with treatment
Enhanced collaborative Realization of Intra- g6 |3 Levelof strategio slignment - Frequency of synergy 3timesper  Strengthening internal
work culture Iniourney Group Suneray between entities proaram monitaring quarter control
igitally-drit - 5 Level of data conformity - Master data management 5% Strengthening internal
operations Implementation between sustems implementation control
. Increased employee Cyber Security Maturity - 11 %ofemplogees who - Frequency of cybersecurity ~ 3timesper  Strengthening internal
Learning  engagement Implementation participated in cubersecurity campaians quarter t
and Growth Competency and Human Capital Maturity - T2 i q ionof 2timesper  Strengthening internal
leadership development Assessment level the assessment process auarter control

The yellow threshold indicates a potential risk that could potentially occur, allowing management to take
early risk management action to avoid a red signal. The green threshold indicates that the risk is still under control
and only requires strengthening of the company's controls. The color threshold in the target achievement indicates
the deviation from the target during the monitoring period. If a deviation (not achieved) occurs, a yellow signal will
be given, and if the deviation is higher, a red signal will be given. The established management actions will facilitate
rapid decision-making and serve as a preventative measure in the event of a potential decline in company
performance, both operational and financial.

The company's performance progress is demonstrated through Key Performance Indicators (KPIs) and their
thresholds. Risk exposure affecting target achievement is demonstrated through Key Performance Indicators (KRIs)
and their thresholds, and the effectiveness of internal control is demonstrated through Key Performance Indicators
(KCIs). The integration of KPIs, KRIs, and KCIs provides a layered signal of the company's performance
achievement. The information system-based RBPM model uses a strategic map that illustrates the causal
relationships or influences of each strategic objective, which is then complemented by thresholds from Performance
(P) indicators, Risk (R) indicators, and Control (C) indicators that provide signals when the threshold limits are
reached. The dashboard framework can be illustrated in Image 4.
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Image 4: BPM Dashboard

The RBPM dashboard can be integrated with other systems to serve as data sources for key indicators, as

shown in Image 5.
Integrated RBPM Dashboard

.
o oo, 7 - g O
‘ﬂ’\.; ~ Q=

S L
Image 5: Integrated RBPM Dashboard

The evaluation compared the current implementation of performance and risk management with
performance and risk management integrated via the RBPM approach. The gap analysis revealed several aspects that
need improvement to implement the RBPM model, which are compiled into several recommendations:
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Table 5. The Gap and Recommendations for Improvement
Aspect The gap Recommendations for Improvement

Cascading and | Risk cascading has not been | The development of cascading KPIs aligns with
Alignment KPI | carried out consistently in line | cascading risks, so that the associated risks follow
with KPI cascading. the breakdown of KPIs from the corporate level to
the unit level. The risk assessment process is not
only bottom-up but also top-down, with strategic

risks being reduced to operational risks.
KPI Value The determination of KPI values | The determination of KPI values is followed by
Determination | has not yet been structured to | the establishment of threshold values (red, yellow,
consider risk appetite, resulting in | or green) for deviation from KPI targets based on
an acceptable, tolerable threshold | the risk appetite statement and risk threshold
for non-achievement. values established by the Board of Directors.
These thresholds can be used as a basis for

performance monitoring and evaluation.
Review and 1. Performance reviews have Monitoring and review of performance
monitoring of | not been accompanied by in- achievements focus not only on performance
performance | depth risk analysis, limited to analysis but also on in-depth risk analysis,
and risk target versus actual analysis. examining not only target deviations but also the

2. Risk reviews have not been
conducted in-depth and in real
time due to the lack of an
adequate information system.

effectiveness of risk management and work
programs. Monitoring and review are supported
by an integrated system that combines
performance assessment and risk management,
enabling real-time data collection to facilitate
decision-making and identify alternative
strategies to improve company performance.

targets, so it has not been fully
supported in decision-making.

Integration of | The implementation of | Implementing RBPM to strengthen the integration
performance | performance management has not | process of performance management with risk
and risk been fully integrated with risk | management, where the determination of KPIs is
management | management; both are still siloed | directly linked to KRIs as early warnings and
(separate). KClIs as indicators of the effectiveness of control
implementation.

Information Performance management does | Development of the Enterprise Risk Management
systems and | not yet have an information | Information System (Sierina) to integrate risk
technology system, so the performance | management with performance achievement
management and risk management | monitoring, the initial step taken was to add an
systems have not yet been | Early Warning System dashboard by optimizing

implemented in an integrated | KRI and KCI.

manner.

Risk Appetite | Risk appetite has not been directly | Using risk appetite statements and risk threshold
and Tolerance | integrated into  performance | values as the basis for determining the threshold

for deviation from achieving targets/goals and
communicating them down to the operational
level.

information in real time.

Key Risk KRI has not been used as an | KRIs are integrated into each KPI indicator to
Indicator indicator that provides early | provide warning signals of potential risks that
warning signals, and has not been | could impact KPI achievement. Implementing
integrated with KPI RBPM will simplify the integration or alignment

process between KPIs and KRIs.
Risk Risk communication remains | Conducting risk communication with greater
Communication | limited because it lacks an | frequency to keep pace with the dynamic level of
and Reporting | integrated system for delivering | change in the business environment by optimizing

an integrated system between performance
management and risk management.
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It can be concluded that implementing RBPM can directly integrate KPIs with KRI and KCI; in addition, it
helps align KPI determination with risk appetite, thereby setting the threshold for the non-achievement of
performance targets. The RBPM model can also help develop an ERM information system dashboard as an integrated
system, where other systems serve as data sources for KRI and KCI indicator values, thereby helping companies
develop an Early Warning System and real-time data processing to support decision-making. Based on the results of
this research, the company should implement the Risk-Based Performance Management model. In implementing
RBPM, companies must pay attention to and improve risk culture or understanding regarding risk and performance,
as well as make improvements in terms of performance management and risk management, as the foundation of
RBPM.

CONCLUSION
Based on the results of research regarding the application of Risk-Based Performance Management as an
approach to improving company performance at PT XYZ, several things can be concluded as follows:

1. There is a significant gap between the implementation of performance management and risk management,
resulting in suboptimal achievement and limited sustainable performance improvement. In general, the gaps
are as follows:

a) Performance and risk management are carried out partially (separately), with the KPI primarily used as a
success metric. In contrast, risk in this case has not been integrated in the determination, monitoring, and
evaluation of performance.

b) Risk appetite has not been internalized across all levels of the organization, so target setting does not
consistently account for it.

¢) Performance indicators (KPIs), risk indicators (KRIs), and control indicators (KClIs) are not yet connected
in a single integrated system or dashboard, so decision-making tends to be reactive because an early warning
system is not yet available.

2. The implementation of the RBPM model is considered a solution at PT XYZ, with the basic concept of
integrating company strategy and performance with risk management in a single framework where risk
appetite serves as a reference or glue between the two. The RBPM model can also improve the quality of
risk-based decision-making and encourage the achievement of more stable, measurable, planned, and
sustainable performance, as well as efficient operations, by enabling the company to be more adaptive and
resilient to environmental changes and uncertainties that hinder its goals or performance.

SUGGESTION

Based on the research results and conclusions that have been presented, the following suggestions can be
given to support companies in implementing the RBPM model as an approach to improving company performance,
namely:

1. Integrating performance management and risk management in one integrated framework that connects KPI,
KRI, and KCI in one system or dashboard that supports real-time decision making.

2. Management needs to evaluate and establish a clear risk appetite at every level of the organization, link it to
performance targets, and systematically socialize it so it can be used as a reference in making strategic and
operational decisions.

3. Strengthening HR capabilities related to performance management and risk management through training
programs that integrate performance and risk management.

4. Strengthening the governance of integrated performance management and risk management, especially in
connected coordination channels.

5. Strengthening technology and data infrastructure to support RBPM implementation by developing an
information system that is integrated with other systems. This information system integration is key to
increasing the effectiveness of RBPM implementation.
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