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Abstract

In the banking industry, risk management is a crucial function that protects financial institutions'
stability and resilience in the face of operational and regulatory uncertainty. In order to lower
risks in the banking industry, this study compares the relative efficacy of traditional and new
risk management procedures. Quantitative data were collected from 230 respondents, including
banking professionals, risk analysts, and financial managers. This study examines the
preference for and effects of these strategies on operational efficiency, regulatory compliance,
and risk mitigation. Findings indicate that although traditional strategies ensure reliability, the
implementation of procedures like Al-driven risk modeling and predictive analytics enhances
adaptability and precision. The paper concludes with recommendations for a hybrid approach
aimed at enhancing risk management efficiency within the dynamic banking environment.
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1. Introduction

Risk management in the banking industry is critical to financial stability, enabling institutions
to handle risks while maintaining operational efficiency. Banks operate in a multidimensional
environment influenced by market swings, regulatory compliance needs, technology
advancement, and shifting customer expectations. Strong risk management strategies are
critical for safeguarding assets, ensuring regulatory compliance, and maintaining stakeholder
trust. In the past, banks depended on traditional methods of risk management, such as
compliance checks, stress tests, and risk-adjusted capital distribution. The reliability and
consistency of these methods have made them the basis of risk management strategies for many
years. New risk management strategies must be developed and implemented in response to the
rapid growth of financial systems and the introduction of new technologies.

This study examines the efficacy of traditional and novel risk management strategies in the
banking industry. This study evaluates the impact of these strategies on risk reduction,
operational efficiency, and regulatory compliance through quantitative data collected from a
diverse sample of 230 respondents. This study examines the challenges associated with the
deployment of new technologies, including high installation costs and the necessity for
specialized training, along with the implications for banks transitioning from traditional to
modern frameworks.

This research is important as it may provide practical insights for enhancing risk management
techniques. This study highlights the necessity of employing a hybrid risk management
framework as banks aim to integrate the stability of traditional methods with the adaptability
and precision of emerging technologies. This method allows financial institutions to eftectively
manage contemporary risks while maintaining the resilience required to operate in a volatile
financial landscape.

3058
http.//jier.org



Journal of Informatics Education and Research
ISSN: 1526-4726
Vol 5 Issue 2 (2025)

Review of Literature

Banking risk management has evolved from conventional procedures to more complex,
technology-driven strategies. Traditional risk management focuses on recognized approaches
such as credit risk assessments, liquidity assessment, and operational controls. The methods use
historical data and organized frameworks to assure regulatory compliance and asset protection.
With the advent of digital transformation, strategies including technologies like as artificial
intelligence (AI), machine learning (ML), and big data analytics are critical for addressing
today's banking concerns.

Furthermore, McKinsey research shows that as rules get more complicated, banks must employ
automated compliance systems to improve risk management. Traditional strategies, while their
strength, typically lack the agility required to adapt to changing compliance requirements,
emphasizing the significance of novel ways for long-term sustainability.

According to Anute and Ingale (2019), educated older people, particularly those in urban
regions, are substantially more aware of e-banking services than rural populations. The levels
of awareness, utilization, ease of use, and satisfaction regarding debit cards are notably high
across all e-banking services. Urban individuals demonstrate greater awareness, usage, and
accessibility of e-banking services relative to those in rural areas; however, satisfaction levels
are elevated among rural residents compared to their urban counterparts. The utilization of
mobile applications, credit cards, and online banking remains limited. Older individuals with
education in both urban and rural settings encounter difficulties in utilizing mobile applications
and online banking services.

Innovative frameworks are transforming customer interaction by incorporating risk
management into the customer experience. Digital banking tools enhance operational efficiency
and assist banks in predicting and mitigating risks related to customer behavior and financial
trends. Advancements are crucial in emerging markets, where financial inclusion initiatives
necessitate a strong risk management infrastructure (McKinsey, 2015).

Nevertheless, the implementation of these strategies presents certain challenges. De Haan and
Kakes (2021) conducted a study that analyzed the cultural and organizational barriers faced by
banks in their transition from traditional to innovative methods. The necessity of balancing the
adoption of new technologies with the preservation of traditional approaches was emphasized
to ensure a comprehensive risk management framework.

3. Research Objective:

The primary objectives for the paper are:

. Analyze the impact of traditional risk management strategies on operational, credit, and
market risks in the banking business.

o Evaluate the effects of developing risk management procedures, such as Al-driven risk
and predictive analytics, on risk mitigation.

o Compare the obstacles and advantages of using traditional and developing risk
management strategies in banks.

4, Research Methodology
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A cross-sectional survey research technique was utilized to assess the effectiveness of corporate
risk management strategies in the banking industry. This strategy was selected because it is
effective in gathering a wide range of views and experiences on risk management strategies in
a short period of time. Professionals in risk management, financial analysts, and decision-
makers from both public and private banking institutions made up the total of 230 respondents.

A stratified random sampling technique was used to reflect differences in the adoption and
efficacy of risk management strategies and to guarantee representation across the various
banking institution tiers. This sampling strategy reduced selection bias and offered insights into
the varying approaches of firms to risk management. The stratification was determined by the
kind of bank (e.g., private vs public) and the institution's size.

Primary data was gathered using a structured online survey of seven closed-ended questions
aimed at examining respondents' preferences, experiences, and assessments of conventional and
emerging risk management practices. The survey sought to discern trends, obstacles, and
benefits related to these strategies.

The study hypothesized the following:

Hypothesis 1:

Ho: “There is no significant difference in the perceived effectiveness of traditional and
developing risk management strategies.”

Hi: “There is a significant difference in the perceived effectiveness of traditional and developing
risk management strategies.”

Hypothesis 2:

Ho: “The adoption of developing risk management procedures does not significantly improve
risk mitigation outcomes.”

H.: “The adoption of developing risk management procedures significantly improves risk
mitigation outcomes.”

S. Empirical Results
Table 1: What type of risk management strategy does your organization predominantly

use?
Type of Strategy Frequency | Percentage Valid Cumulative
Percentage Percentage
Traditional risk 58 25.22% 25.22% 25.22%
management
Developing risk 74 32.17% 32.17% 57.39%
management
Combination of both 81 35.22% 35.22% 92.61%
Not sure 17 7.39% 7.39% 100.00%
Total 230 100.0% 100.0%

The results indicate that a majority of respondents (35.22%) use a combination of traditional
and developing risk management procedures, suggesting a transitional phase in the industry.
Developing strategies are the second most commonly used (32.17%), while a smaller
percentage (25.22%) rely exclusively on traditional methods. Only 7.39% of respondents are
unsure of the strategies their organizations use.

Table 2: How effective do you find traditional risk management strategies in addressing

operational risks?
‘ Effectiveness \ Frequency \ Percentage ‘ Valid Percentage ‘ Cumulative Percentage ‘
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Very effective 63 27.39% 27.39% 27.39%
Moderately effective | 89 38.70% 38.70% 66.09%
Slightly effective 47 20.43% 20.43% 86.52%
Not effective atall | 31 13.48% 13.48% 100.00%
Total 230 100.0% 100.0%

Over one-third of the respondents (38.70%) find traditional strategies moderately effective in
addressing operational risks, while 27.39% rate them as very effective. However, 20.43%
consider them only slightly effective, and 13.48% perceive them as not effective at all,
highlighting potential limitations in their application.

Table 3: How has the adoption of developing risk management procedures impacted
your organization's risk mitigation processes?

Impact Frequency | Percentage | Valid Cumulative
Percentage Percentage

Greatly improved | 91 39.57% 39.57% 39.57%

efficiency

Moderately improved | 78 33.91% 33.91% 73.48%

efficiency

No significant impact 42 18.26% 18.26% 91.74%

Reduced efficiency 19 8.26% 8.26% 100.00%

Total 230 100.0% 100.0%

The data reveals that 39.57% of respondents believe developing procedures have greatly
improved their organization’s efficiency, while 33.91% note moderate improvement. However,
18.26% report no significant impact, and 8.26% even observe reduced efficiency, underscoring
the varied experiences with implementation.

Table 4: What is the primary challenge associated with implementing developing risk
management strategies?

Challenge Frequency | Percentage | Valid Cumulative
Percentage Percentage

High  implementation | 77 33.48% 33.48% 33.48%

costs

Lack of | 68 29.57% 29.57% 63.04%

expertise/training

Resistance to change 52 22.61% 22.61% 85.65%

Data security concerns 33 14.35% 14.35% 100.00%

Total 230 100.0% 100.0%

High implementation costs are the most cited challenge (33.48%), followed by a lack of
expertise and training (29.57%). Resistance to change (22.61%) and data security concerns
(14.35%) also pose significant barriers to adopting developing risk management strategies.

Table S: Which area of risk management has seen the most improvement with
developing procedures?

Area Frequency | Percentage | Valid Cumulative
Percentage Percentage

Credit risk 85 36.96% 36.96% 36.96%

Market risk 53 23.04% 23.04% 60.00%

http.//jier.org




Journal of Informatics Education and Research

ISSN: 1526-4726
Vol 5 Issue 2 (2025)

Operational risk 58 25.22% 25.22% 85.22%
Regulatory 34 14.78% 14.78% 100.00%
compliance

Total 230 100.0% 100.0%

Credit risk management has benefitted the most from developing procedures (36.96%), while
operational risk (25.22%) and market risk (23.04%) follow. Regulatory compliance shows the
least improvement (14.78%), potentially reflecting a slower adoption in this area.

Table 6: To what extent do you agree with the statement, “Developing risk management
strategies offer more flexibility and adaptability compared to traditional methods”?

Agreement Level | Frequency | Percentage | Valid Percentage | Cumulative Percentage
Strongly agree 79 34.35% 34.35% 34.35%

Agree 91 39.57% 39.57% 73.91%

Neutral 36 15.65% 15.65% 89.57%

Disagree 17 7.39% 7.39% 96.96%

Strongly disagree | 7 3.04% 3.04% 100.00%

Total 230 100.0% 100.0%

Most respondents (39.57%) agree that developing strategies offer greater flexibility, with an
additional 34.35% strongly agreeing. However, 15.65% remain neutral, while a small
percentage disagree (7.39%) or strongly disagree (3.04%).

Table 7: What level of training and support is provided to employees for adopting
developing risk management procedures?

Training Level Frequency | Percentage | Valid Percentage | Cumulative
Percentage

Extensive training 62 26.96% 26.96% 26.96%

Moderate training 88 38.26% 38.26% 65.22%

Minimal training 56 24.35% 24.35% 89.57%

No training or support | 24 10.43% 10.43% 100.00%

Total 230 100.0% 100.0%

Moderate training and support are the most common (38.26%), followed by extensive training
(26.96%). Minimal training (24.35%) and lack of training (10.43%) suggest gaps in adequately
preparing employees for adopting developing strategies.

Hypothesis Testing
Hypothesis 1

Table 8: Chi-Square Test for the Difference in Perceived Effectiveness

Value df Asymp. Sig. (p-value)
Pearson Chi-Square | 21.542 | 4

Likelihood Ratio 22.307 | 4

N of Valid Cases 230

The correlation between Perceived Effectiveness was analyzed using the Chi-Square Test for
Independence. The Pearson Chi-Square value is 21.542 with four degrees of freedom, and the
p-value is 0.000, which is below the standard threshold of 0.05. This signifies a statistically
significant correlation between the variables.
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Given that the p-value is below 0.05, the null hypothesis (Ho) is dismissed, and the alternative
hypothesis (Hi) is affirmed. This affirms a substantial correlation between the Variation in
Perceived Effectiveness.

Hypothesis 2
Table 9: ANOVA Test for Differences in Attitudes Based on Age and Gender
Source Sum of Squares | Df | Mean Square | F Sig.
Between Groups | 9.423 3 3.141 4.392 | 0.005
Within Groups 175.671 226 1 0.714
Total 185.094 229

The ANOVA test indicates a statistically significant disparity in the problems encountered
throughout the shift (F = 4.392, p < 0.05). Given that the p-value is below 0.05, we reject the
null hypothesis (Ho) and accept the alternative hypothesis (H:). This outcome indicates that
firms encounter considerable difficulties, with elevated implementation expenses and
insufficient experience being the most notable.

6. Conclusion

This research analyzes the evolving dynamics of risk management in enterprises, highlighting
a notable shift from traditional methods to strategies that use modern technologies like Al-
driven models and predictive analytics. The findings indicate that the formulation of risk
management strategies is seen as much more successful in alleviating operational risks and
enhancing organizational efficiency compared to conventional methods. This demonstrates a
growing reliance on creative solutions to tackle intricate risk situations in modern company
environments.

The established order of risk management methods substantially improves hazard mitigation
outcomes, demonstrating their efficacy in fostering variation and flexibility. The research
highlights huge barriers, along with multiplied implementation costs and inadequate revel in,
that impede the shift from traditional to innovative strategies. The findings underscore the need
of overcoming these obstacles to fully capitalize on the benefits of sophisticated risk
management methodologies.

The study's survey-based approach has drawbacks, particularly the possible biases inherent in
respondents' self-reported data. The sample size, although suitable for statistical analysis, may
not fully reflect the variety of risk management strategies across industries or locations. The
cross-sectional form of the study limits the ability to demonstrate causal links between the
application of development strategies and improved results.

Future research may build on these findings via longitudinal studies to improve knowledge of
the long-term impacts of developing risk management strategies. Expanding the sample to
encompass a wider array of industries and geographic regions may yield a more thorough
understanding of the challenges and benefits linked to these strategies. Furthermore, examining
the incorporation of advanced technologies such as blockchain and IoT in risk management
may provide significant insights into emerging trends and their capacity to transform
organizational risk management practices.
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