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Abstract 

Purpose: To aim of the study was to analyze the 

impact of organizational culture on risk management  
effectiveness in multinational corporations in India 

Methodology: This study adopted a desk 

methodology. A desk study research design is 

commonly known as secondary data collection. This 

is basically collecting data from existing resources 

preferably because of its low cost advantage as 

compared to a field research. Our current study looked 

into already published studies and reports as the data 

was easily accessed through online journals and 

libraries. 

Findings: Organizational culture plays a key role in 

risk management effectiveness in MNCs in India. A 

strong, adaptive culture promotes proactive risk 

identification and effective mitigation. Open 

communication and leadership commitment improve 

decision-making. However, cultural diversity within  

MNCs can challenge uniform risk management, 
requiring tailored approaches. 

Unique Contribution to Theory, Practice and 

Policy: Competing values framework (CVF), 

organizational culture theory & risk culture 

framework may be used to anchor future studies on the 

impact of organizational culture on risk management  

effectiveness in multinational corporations in India. 

For multinational corporations, fostering an adaptive 

and involved organizational culture is critical to 

enhancing risk management effectiveness. From a 

policy perspective, MNCs should align their risk 

management policies with their organizational culture, 

as culture significantly influences how risk 

management strategies are executed across global 
subsidiaries.  
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INTRODUCTION 

Risk management effectiveness in multinational corporations is commonly evaluated through 
three main metrics: risk identification, mitigation success rate, and overall risk strategy 

implementation. Risk identification refers to the ability of a company to proactively recognize 
potential risks that may impact its operations. In terms of mitigation success rate, it involves how 
effectively an organization is able to reduce or prevent identified risks, while overall risk strategy 

implementation refers to the degree of alignment between risk management policies and business 
goals. For example, in the USA, the Financial Services Authority in 2020 reported that companies 

with strong risk identification mechanisms reduced their operational losses by 20% compared to 
their peers (U.S. Government Accountability Office, 2020). Similarly, in Japan, Toyota has 
adopted advanced risk management strategies to mitigate supply chain disruptions, successfully 

maintaining a mitigation success rate of over 90% following the 2011 earthquake (Toyota, 2021). 

The UK's financial sector provides another example, where risk management frameworks have 
helped organizations avoid massive losses in the face of market volatility. A report by the Bank of 

England in 2021 showed that UK banks implementing effective risk management strategies post-
2008 financial crisis had a lower probability of loan defaults and greater capital adequacy (Bank 

of England, 2021). Additionally, large financial institutions like Barclays have heavily invested in 
improving their risk identification systems, yielding a 15% improvement in risk response time 
(Barclays, 2022). These examples underscore the importance of comprehensive risk management 

systems in mitigating unforeseen disruptions and enhancing the stability of companies within 
developed economies. 

In developing economies, risk management effectiveness is similarly assessed through risk 

identification, mitigation success rate, and overall strategy implementation but is often constrained 
by resource limitations. In India, the National Institute of Risk Management reported in 2020 that 
companies involved in high-risk sectors such as construction experienced a 35% reduction in 

accidents and financial losses after implementing risk management frameworks (NIRM, 2020). 
Despite the challenges of resource scarcity, Indian Oil Corporation (IOC) invested in identifying 

supply chain risks related to oil imports, achieving a 25% reduction in disruptions in 2021. 
However, the mitigation success rate often fluctuates, with several companies reporting 
inconsistent results due to inadequate infrastructure and training. 

In Brazil, research has shown that the financial sector's risk management practices were less 

effective due to gaps in risk identification processes. A 2022 study by Brazilian Journal of Risk 
Management noted that only 58% of the surveyed firms had robust risk identification systems in 

place (Brazilian Journal of Risk Management, 2022). However, those that did manage to identify 
and mitigate risks like inflation and currency devaluation managed to reduce operational losses by 
about 18%. This highlights a growing trend in the adoption of more sophisticated risk management 

strategies in emerging economies despite significant challenges in infrastructure and regulatory 
frameworks. 

In Sub-Saharan Africa, risk management effectiveness faces significant hurdles, including politica l 

instability, weak infrastructure, and limited access to risk management tools. South Africa has 
made strides with its corporate sector, where Sasol, a leading chemical company, reported a 20% 
improvement in risk mitigation practices between 2019 and 2021 through enhanced risk 
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identification and contingency planning (Sasol, 2021). However, many smaller enterprises in Sub-
Saharan countries still struggle with risk identification, leading to a higher vulnerability to market 

and operational risks. For instance, in Kenya, a survey conducted in 2020 found that 70% of firms 
in the agriculture sector lacked formal risk management frameworks, significantly affecting their 
mitigation success rates (Kenyan Risk Management Association, 2020). 

Additionally, Nigeria has faced challenges in implementing effective risk management strategies, 

especially in sectors like oil and gas. According to a report by the Nigerian Risk Management 
Institute in 2021, companies in this sector experienced a 40% increase in operational risks due to 

inadequate identification and mitigation strategies (Nigerian Risk Management Institute, 2021). 
However, MTN Nigeria, a telecommunications giant, has made significant progress, increasing its 
risk management effectiveness by 30% through comprehensive strategies to address security and 

infrastructure risks (MTN Nigeria, 2022). 

Organizational culture plays a significant role in shaping risk management effectiveness within 
any company. The four most relevant dimensions of organizational culture adaptability, mission 

clarity, involvement, and consistency are directly linked to a firm’s ability to identify, mitigate, 
and manage risks. Adaptability is crucial for risk management as it refers to an organization’s 

ability to quickly respond to changes in the external environment, thus improving risk 
identification and the mitigation process (Cameron & Quinn, 2011). Mission clarity enhances risk 
management by aligning the entire organization towards a common objective, ensuring that all 

employees understand the risks associated with their roles and responsibilities, which leads to 
better overall risk strategy implementation (Schein, 2010). Involvement reflects how much the 
workforce is engaged in decision-making processes, which can lead to more effective risk 

identification by gathering diverse perspectives from various levels of the organization (Denison, 
1990). 

Consistency, the final dimension, ensures that standardized processes and policies are followed, 

which is essential for maintaining an effective risk management system over time. Organizat ions 
that exhibit strong consistency in their culture are better at maintaining stable risk mitiga t ion 

practices and are more likely to implement risk strategies systematically, thereby reducing 
operational risks (Kotter & Heskett, 1992). For example, companies with high adaptability tend to 
be more proactive in risk identification and respond faster to emerging risks. Similarly, firms that 

emphasize mission clarity and involvement often exhibit a higher success rate in risk mitiga t ion 
due to improved alignment and communication across the organization. Together, these cultura l 

dimensions contribute to an overall robust risk management framework that enables organizat ions 
to effectively handle and minimize risks (Cameron & Quinn, 2011). 

Problem Statement 

The effectiveness of risk management in multinational corporations (MNCs) is increasingly being 
recognized as a critical factor in achieving organizational stability and long-term success. 

However, despite the growing emphasis on risk management frameworks, there is limited 
empirical understanding of how organizational culture influences the effectiveness of these risk 

management practices within MNCs. Organizational culture, characterized by dimensions such as 
adaptability, mission clarity, involvement, and consistency, plays a crucial role in shaping 
decision-making processes, risk identification, and the implementation of mitigation strategies 
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(Cameron & Quinn, 2011; Schein, 2010). Previous studies have suggested that a robust 
organizational culture can enhance the effectiveness of risk management, yet, how each cultura l 

dimension specifically impacts metrics like risk identification, mitigation success rates, and overall 
risk strategy implementation in multinational contexts remains underexplored (Denison, 1990). 
Therefore, this research aims to fill the gap by investigating how different cultural dimens ions 

influence risk management effectiveness across various MNCs, with the goal of providing insights 
into how these companies can improve their risk management processes in complex global 

environments (Kotter & Heskett, 1992). 

Theoretical Review 

Competing Values Framework (CVF) 

The competing values framework (CVF), developed by Cameron and Quinn (2011), posits that 
organizations operate through four distinct cultural types clan, adhocracy, market, and hierarchy. 

These cultural types impact organizational effectiveness, particularly in risk management, by 
influencing how organizations identify and respond to risks. The CVF is relevant to this research 
as it helps explain how different cultural orientations (e.g., flexibility vs. stability) may lead to 

varying degrees of risk management effectiveness in multinational corporations. For instance, 
organizations with a market culture may prioritize risk mitigation through competition, while clan 

cultures may focus on risk-sharing and collaborative problem-solving (Cameron & Quinn, 2021). 
This framework helps to explore the link between organizational culture and risk management 
effectiveness. 

Organizational Culture Theory 

Organizational culture theory, proposed by Schein (2010), emphasizes the idea that culture 

consists of shared beliefs, values, and practices that guide behavior within an organizat ion. 
Schein’s model suggests that culture influences how risks are perceived and managed by 

organizational members, and can impact the overall effectiveness of risk management strategies. 
This theory is relevant to the study of multinational corporations as it helps understand how 
cultural dimensions such as adaptability and consistency influence risk identification and 

mitigation processes within complex, multi-national settings. 

Risk Culture Framework 

The risk culture framework, developed by Arena (2018), defines risk culture as the shared 
attitudes, beliefs, and behaviors regarding risk within an organization. This theory underscores that 

risk management effectiveness is deeply tied to how well the organization’s culture supports or 
hinders risk practices at all levels. For multinational corporations, this framework is crucial as it 

provides insight into how culture affects risk management practices across diverse cultura l 
contexts, ensuring alignment between the organization's values and its risk management activit ies.  

Empirical Review 

Cameron and Quinn (2019) examined how different organizational cultures influence risk 

management practices in multinational corporations (MNCs). Their research utilized a mixed -
methods approach, combining surveys and interviews with 150 MNCs from various industr ies. 
The primary objective was to investigate how cultural types adhocracy, market, clan, and hierarchy 
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affected risk identification, mitigation, and overall strategy implementation. The study found that 
market-oriented cultures led to more effective risk mitigation, with a strong focus on competition 

and accountability, which ensured that risks were managed proactively. These firms also 
demonstrated higher levels of innovation in risk management strategies. In contrast, organizat ions 
with a hierarchical culture were slower in their risk identification and often lacked the flexibility 

needed to adapt to new risks. The research highlighted that a culture that encourages competitive 
behaviors and clear accountability structures is critical for successful risk management. Cameron 

and Quinn recommended fostering a culture that balances flexibility and control, which would 
allow firms to be both proactive in managing risks and adaptive to external changes. The study 
concluded that companies with a market culture were best positioned to effectively identify and 

manage risks, while those with clan or adhocracy cultures showed higher adaptability but often 
lacked systematic approaches to risk mitigation. Their findings also suggested that MNCs should 

invest in training programs that enhance cultural awareness and risk management capabilit ies 
across global subsidiaries. This study contributed to the growing understanding of how 
organizational culture can directly affect the efficiency of risk management processes in 

multinational corporations. 

Lee and Lee (2020) explored the role of organizational culture in shaping risk identification and 
risk management practices in global banking institutions. This case study aimed to understand how 

cultural factors within banking organizations in different countries influenced their ability to 
identify risks and implement effective mitigation strategies. The research utilized qualitat ive 
interviews with senior executives and risk managers from several global banks, focusing on their 

organizational culture and its influence on risk management. Their findings indicated that 
organizations with a highly adaptive culture were able to identify emerging risks significantly 

faster than those with more traditional or rigid cultures. Banks that emphasized flexibility, open 
communication, and employee involvement in decision-making processes displayed a greater 
ability to mitigate risks in a timely and efficient manner. On the other hand, banks with a more 

hierarchical culture experienced delays in risk identification, as decision-making was often 
centralized and not responsive to fast-changing market conditions. Lee and Lee concluded that a 

culture of adaptability and open communication was essential for improving risk identification and 
mitigation in a fast-paced global banking environment. Their study recommended that banks 
enhance their organizational culture by promoting cross-functional collaboration and encouraging 

employees at all levels to engage in risk identification. Additionally, they advised banks to invest 
in training programs that equip employees with the skills to recognize potential risks early. The 

research highlighted that organizational culture plays a pivotal role in the risk management 
effectiveness of global financial institutions, with more adaptable cultures leading to faster and 
more successful risk mitigation strategies. 

Denison (2018) focused on the relationship between organizational culture and the implementa t ion 

of risk management strategies in a global pharmaceutical company. This study employed a 
quantitative survey to analyze the impact of cultural factors such as mission clarity, employee 

involvement, and adaptability on the success of risk management practices. The findings revealed 
that firms with a strong sense of mission clarity and employee involvement had more effective risk 
management processes, as employees understood the importance of identifying and mitiga t ing 

risks within the scope of the company's goals. In contrast, firms that lacked clear communica t ion 
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regarding their mission and risk management objectives experienced higher levels of risk 
exposure. The research also showed that adaptability played a significant role in helping the 

pharmaceutical company manage global risks, especially in volatile markets. Denison et al. 
emphasized the need for multinational pharmaceutical firms to align their corporate culture with 
risk management objectives, suggesting that clear communication of the firm’s mission and 

involving employees in risk management activities significantly improves the likelihood of 
success. They recommended that companies with low levels of employee involvement take active 

steps to engage their workforce in risk-related decision-making to improve overall risk strategy 
implementation. The study’s contribution lies in its ability to link organizational culture 
dimensions with specific risk management outcomes, providing a framework for companies 

looking to improve their risk mitigation efforts. Their recommendations highlighted the 
importance of culture in ensuring that risk management strategies are not only developed but are 

effectively implemented at every level of the organization. 

Kotter and Heskett (2021) assessed the impact of organizational culture consistency on the 
effectiveness of risk management practices in European multinational corporations (MNCs). They 
aimed to determine whether cultural consistency across global subsidiaries enhanced the 

effectiveness of risk management strategies. The study involved tracking several MNCs over a 10-
year period and comparing the success of their risk management practices against the level of 

cultural consistency within the organization. The results demonstrated that companies with 
consistent cultures across their subsidiaries had a higher success rate in implementing risk 
management strategies, as risk management practices were standardized, leading to better 

coordination and communication across different regions. Conversely, organizations with 
inconsistent cultures experienced fragmentation in risk management efforts, which resulted in 

higher operational risks and misalignment between local and global risk strategies. Kotter and 
Heskett concluded that cultural consistency was critical for ensuring a unified approach to risk 
management, recommending that MNCs invest in aligning their organizational culture across 

subsidiaries to improve risk mitigation effectiveness. Their research also emphasized the 
importance of global risk management protocols that integrate cultural elements to facilitate better 

risk strategy execution. This study contributed to the growing body of knowledge on how 
organizational culture impacts the effectiveness of risk management, particularly in large, 
multinational firms with diverse cultural settings. 

Zhao and Zhou (2019) applied the Competing Values Framework to examine how different 

cultural orientations (flexibility vs. stability) impact risk management practices in multinationa l 
corporations across the U.S. and China. Using a comparative approach, the study surveyed 100 

firms from each country and analyzed the influence of organizational culture on risk identificat ion, 
risk assessment, and mitigation strategies. The research showed that organizations with a flexib le 
culture were better at identifying emerging risks early, whereas those with a more stable culture 

were more effective at managing and mitigating risks once they were identified. The findings 
emphasized that a balance between flexibility and stability was crucial for effective risk 

management in MNCs, as each culture type supported different aspects of the risk management 
process. Zhao and Zhou recommended that multinational companies foster a culture that balances 
adaptability with control to improve both the identification and mitigation phases of risk 
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management. They also suggested that multinational firms operating across cultures should 
understand the cultural preferences of their subsidiaries to better align risk management strategies.  

Meyer and Skak (2021) explored how organizational culture affects risk communication in 

multinational corporations in Scandinavia. Using qualitative interviews with senior executives 
from 15 MNCs, the study aimed to assess the role of cultural openness and communication styles 
in facilitating effective risk management. Their findings revealed that companies with a culture of 

openness and adaptability communicated risks more effectively across borders, leading to more 
timely and effective risk mitigation actions. In contrast, MNCs with more rigid cultures 

experienced delays in communicating risks, which hindered their ability to respond quickly. Meyer 
and Skak recommended that MNCs encourage a culture of open communication and adaptive risk 
strategies to enhance risk management across different subsidiaries. They concluded that strong 

communication practices, embedded in a flexible organizational culture, are essential for effective 
risk management in global operations. 

Pereira (2022) studied how organizational culture affects risk management effectiveness in 

multinational corporations in Africa, specifically in the context of political instability and 
economic uncertainty. Using a mixed-method approach, they surveyed 50 MNCs operating in Sub-

Saharan Africa and found that firms with a highly involved culture were better equipped to identify 
and mitigate risks arising from political and economic instability. The study revealed that 
organizations with high employee participation in decision-making processes were more proactive 

in implementing risk management strategies. Pereira et al. recommended that African MNCs 
invest in creating a participatory culture where risk management becomes a shared responsibility 
among employees at all levels. Their research concluded that a culture of involvement significantly 

improved the effectiveness of risk management, especially in uncertain environments. 

METHODOLOGY 

This study adopted a desk methodology. A desk study research design is commonly known as 
secondary data collection. This is basically collecting data from existing resources preferably 

because of its low-cost advantage as compared to field research. Our current study looked into 
already published studies and reports as the data was easily accessed through online journals and 

libraries. 

FINDINGS 

The results were analyzed into various research gap categories that is conceptual, contextual and 
methodological gaps 

Conceptual Gaps: While studies like those by Cameron and Quinn (2019) and Lee and Lee (2020) 

provide insights into how organizational culture impacts risk management effectiveness, there 
remains a lack of consensus on which specific cultural dimensions (e.g., adaptability, consistency, 
involvement) most significantly affect risk management in MNCs across different industr ies. 

Additionally, while existing research mainly explores the impact of cultural types (e.g., market, 
clan, hierarchy), there is insufficient exploration of how sub-dimensions of culture, such as risk 

tolerance, influence risk mitigation strategies. The studies also focus predominantly on the 
connection between culture and risk management but fail to address the intermediary variables, 
such as leadership style or decision-making processes, that may moderate this relationship. Thus, 
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a deeper investigation into how various organizational culture elements interact with other 
organizational practices in shaping risk management effectiveness remains a key gap. 

Contextual Gaps: Many studies, including those by Kotter and Heskett (2021) and Zhao and Zhou 

(2019), provide insights into specific industries or organizational contexts (e.g., global banks or 
pharmaceutical companies), but the findings are not universally applicable across all sectors. For 
instance, the findings of Denison (2018) that highlight the importance of mission clarity and 

employee involvement may not hold true in highly technical sectors where expertise and control 
outweigh employee input. Furthermore, while studies have predominantly focused on Western 

MNCs, there is limited investigation into the unique risk management practices in sectors with 
volatile operational environments, such as oil and gas or agriculture. There is a clear need for 
research that explores how different risk management strategies tailored to specific industry 

demands can integrate cultural elements to improve risk management processes. 

Geographical Gaps: The geographical focus of many studies is heavily skewed toward Western 
countries, with Cameron and Quinn (2019) and Lee and Lee (2020) primarily focusing on 

organizations in the U.S. and Europe. Meyer and Skak (2021) and Pereira et al. (2022) have made 
strides by including Scandinavian and Sub-Saharan African contexts, respectively, but the research 

on risk management in developing economies, particularly in Asia and the Middle East, remains 
underexplored. Studies that focus on regions like Southeast Asia, where organizational cultures 
may differ significantly from those in Western countries, are needed to provide a broader 

understanding of how cultural values impact risk management effectiveness. Additiona lly, 
research on how emerging market MNCs adapt their organizational culture to manage risks in 
regions with political and economic instability is limited, presenting a significant geographica l 

gap. 

CONCLUSION AND RECOMMENDATIONS 

Conclusions 

In conclusion, the impact of organizational culture on risk management effectiveness in 
multinational corporations (MNCs) is significant and multifaceted. Research consistently shows 

that organizational culture, including dimensions like adaptability, mission clarity, involvement, 
and consistency, influences how risks are identified, mitigated, and managed within global 

organizations. Cultures that promote flexibility, open communication, and employee involvement 
tend to excel in risk identification and proactive mitigation, particularly in dynamic and fast-
changing environments. On the other hand, more hierarchical or rigid cultures may struggle with 

timely risk responses due to slower decision-making processes and less adaptability. Multinationa l 
corporations with a consistent organizational culture across subsidiaries can implement unified 

and effective risk management strategies, enhancing global coordination and communicat ion. 
While much progress has been made in understanding the role of organizational culture in risk 
management, there remains a need for further research that explores how different cultura l 

dimensions interact with other organizational factors, such as leadership and decision-mak ing 
processes, to affect risk outcomes. Additionally, there is a growing need for studies that investigate 

the influence of organizational culture on risk management in emerging and developing 
economies. By strengthening cultural alignment and fostering adaptive, inclusive environments, 
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MNCs can significantly enhance their risk management effectiveness and resilience in today’s 
globalized, uncertain business landscape. 

Recommendations 

Theory  

One key recommendation for advancing the theoretical understanding of the impact of 

organizational culture on risk management effectiveness in multinational corporations (MNCs) is 
to integrate cultural dimensions with established risk management models. Theories such as the 

Competing Values Framework (Cameron & Quinn, 2019) and Denison’s Culture Model (Denison, 
1990) could be expanded by incorporating cultural elements such as risk tolerance, risk perception, 
and cultural alignment, which directly influence how risks are managed. A deeper exploration of 

risk culture is necessary to understand how cultural factors interact with risk management 
processes in MNCs. Additionally, the development of a comprehensive Risk Culture Framework 

that combines both organizational culture and risk management strategies would be a significant 
contribution to theory. This framework should address how cultural aspects such as flexibility, 
employee involvement, and adaptability affect each stage of risk management—identificat ion, 

assessment, and mitigation. A unified model can enhance the existing literature by providing 
insights into how cultural dimensions directly shape an organization's ability to manage risks and 

identify emerging threats in a global context. 

Practice 

For multinational corporations, fostering an adaptive and involved organizational culture is critical 
to enhancing risk management effectiveness. Research by Lee and Lee (2020) suggests that MNCs 
with a culture that emphasizes flexibility, open communication, and employee involvement are 

better positioned to identify and mitigate risks in a timely manner. Companies should invest in 
training programs that encourage cross-functional collaboration and support a culture of 

adaptability where risk management is not just the responsibility of top executives but of 
employees at all levels. Implementing a culture of open communication across all departments and 
subsidiaries is another practice that can drive faster and more effective risk identification and 

response. Moreover, standardizing risk management practices across subsidiaries while respecting 
local cultural differences can ensure consistency in managing risks globally. A consistent yet 

adaptable organizational culture can bridge the gaps between local and global risk strategies, 
ensuring better coordination and timely risk mitigation actions. 

Policy 

From a policy perspective, MNCs should align their risk management policies with their 

organizational culture, as culture significantly influences how risk management strategies are 
executed across global subsidiaries. Denison et al. (2018) highlighted the importance of ensuring 
mission clarity and employee involvement in the risk management process. Policies should be 

designed to promote these cultural values, making risk management a shared responsibility across 
the organization. Moreover, policymakers should encourage research that focuses on cultura l 

variations in risk management across different geographical regions. This would allow companies 
to tailor their risk management policies to the specific cultural contexts in which they operate. 
Encouraging the adoption of global risk management standards that consider cultural factors would 
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also be beneficial. Such standards can guide MNCs in creating uniform yet culturally sensitive risk 
management practices that can be applied across subsidiaries worldwide, ensuring that companies 

respond to risks effectively while respecting local cultural norms. 
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