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Abstract:

This study aimed to develop a comprehensive and multidimensional model for measuring risk appetite in listed companies
through a qualitative approach and to identify the principal dimensions, components, and indicators underlying risk appetite
measurement. This exploratory study employed a qualitative grounded theory approach. The study population comprised
academic experts in accounting and financial management as well as industry specialists working in listed manufacturing
companies. Participants were recruited through snowball sampling, and interviews continued until theoretical saturation was
achieved, resulting in 16 expert participants. Data were collected through documentary and library research and expert
interviews. The qualitative data were analyzed through systematic coding and constant comparison to transform interview
data into concepts and higher-order categories. In the second Delphi stage, the extracted concepts and categories were
returned to the experts for further review, confirmation, modification, and supplementation. The analysis demonstrated that
risk appetite is a multidimensional and systematic construct that cannot be adequately assessed using a single indicator. The
qualitative analysis yielded 89 concepts organized into 13 categories: organizational maturity, organizational factors,
appropriate risk approaches, managerial practices, risk status, development of communications, improvement of the risk
appetite framework, supervisory expectations, strategic monitoring and feedback, company-related risks, laws and
regulations, going concern, and organizational development. The findings further indicated that effective risk appetite
measurement requires the simultaneous consideration of risk capacity, existing and acceptable risk levels, key risk indicators,
decision-making structures, information infrastructure, regulatory and environmental conditions, and formal risk-
management frameworks. The proposed model indicates that risk appetite should be conceptualized as an integrated
managerial and organizational mechanism assessed through a combination of quantitative and qualitative measures and
aligned with organizational objectives, strategies, risk capacity, and decision-making structures. Its application may facilitate
more systematic risk appetite assessment and strengthen risk-management processes in listed companies.
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Extended Abstract

Introduction

Risk is an inherent component of organizational decision-making and has become increasingly important as firms operate
in environments characterized by economic volatility, regulatory change, technological development, competitive pressure,
and growing uncertainty. Organizations are continuously exposed to financial, operational, strategic, liquidity, market,
technological, regulatory, and reputational risks, and effective management of these exposures requires more than simply
identifying or quantifying individual risks. Organizations must determine the type and amount of risk they are willing to accept
in pursuit of their objectives and establish mechanisms for distinguishing acceptable risk-taking from exposures that could
threaten organizational sustainability. Within this context, risk appetite has emerged as a central component of enterprise
risk management because it connects strategic objectives, risk capacity, managerial decision-making, resource allocation, and
organizational control. An effective risk appetite framework should therefore clarify the relationship among risk capacity, risk
tolerance, risk limits, and operational decision-making and should be sufficiently dynamic to respond to changes in the
business environment (de Zwart, 2022). Previous research has similarly emphasized the role of risk appetite in the effective
implementation of enterprise risk management and in balancing value-creating opportunities against potentially harmful
exposures (Gharakhani, 2020).

Risk appetite is not a fixed organizational characteristic. It may vary over time according to economic conditions,
uncertainty, organizational resources, and changes in the external environment. Evidence concerning the time variation of
risk appetite indicates that willingness to bear risk should be distinguished from uncertainty itself and that variations in
economic and market conditions may significantly alter risk-taking behavior (Bekaert et al., 2022). Similar evidence has been
reported in the insurance sector, where firms' portfolio decisions and willingness to hold risky assets fluctuate with their
capital position over time (Luciano & Rochet, 2022). In banking, risk appetite has also been associated with financial strategies
and mechanisms such as securitization, demonstrating that organizational risk-taking can be influenced by industry-specific
financial practices (Filomeni, 2024). Moreover, ownership and governance structures may influence organizational attitudes
toward risk, as demonstrated by attempts to measure the risk appetite of controlling bank shareholders through ownership-
based indicators (Bellardini et al., 2024). Accordingly, risk appetite measurement should not be restricted to a single financial
ratio or predetermined quantitative threshold.

Risk appetite also contains important managerial, behavioral, and organizational dimensions. Risk-taking decisions are
influenced by managers' knowledge, perceptions, behavioral intentions, experience, and willingness to accept uncertainty.
Research on risky investment decisions has demonstrated the simultaneous relevance of financial knowledge, risk appetite,
and planned behavior in explaining investment choices (Malik, 2023). Recent research has further shown that realistic risk-
taking and risk-management decisions may reflect interactions among cognitive, behavioral, and physiological processes
(Crivelli et al., 2026). At the organizational level, industry conditions, managerial arrangements, risk capacity, and governance
mechanisms also shape the level of risk that an organization is willing to assume. Evidence from downstream oil and gas
industries highlights the importance of determining risk appetite in conjunction with risk capacity, risk thresholds, and
organizational decision-making (Khani & Sharifi, 2024), while studies of mega construction projects have identified multiple

organizational and contextual factors that affect risk appetite in project selection (Ullah et al., 2022).
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Another important dimension is the quality of communication, monitoring, and information infrastructure. Risk appetite
becomes operationally meaningful only when it is communicated across organizational levels, incorporated into decision-
making processes, and continuously monitored. Integrated reporting and risk appetite communication have been shown to
be associated with banks' risk-taking behavior, emphasizing the importance of transparent and systematic communication of
risk policies (Mio et al., 2022). Iranian studies have likewise emphasized the need for explicit risk appetite statements in
financial institutions and for clearly specified risk limits, monitoring mechanisms, and managerial responsibilities (Sadeghi
Khansari & Sadeghi Khansari, 2016; Soleimani, 2018). The relationship between risk appetite, going-concern risk, managerial
ability, and accountability further suggests that excessive or poorly controlled risk-taking may impair organizational
continuity, whereas excessively conservative behavior may limit growth opportunities (Yari et al., 2021). In addition, emerging
analytical technologies are changing the infrastructure of risk management. Fuzzy and multi-criteria approaches have been
proposed to support decisions under ambiguity (Liang et al., 2020), while blockchain-based intelligent systems and artificial
intelligence increasingly provide data integration, prediction, and decision-support capabilities for risk management (Ben-alla
& Nmili, 2026; Zhang <et al., 2025). Despite these developments, the literature remains fragmented across financial,
behavioral, governance, technological, and environmental dimensions, indicating a need for an integrated and context-
sensitive framework. Therefore, the present study aimed to develop a qualitative model for measuring risk appetite in
companies listed on the stock exchange.

Methods and Materials

The study was exploratory in purpose and employed a qualitative grounded-theory approach to identify the dimensions,
components, and indicators of risk appetite measurement. The study population consisted of academic experts in accounting
and financial management and industry professionals with experience in listed manufacturing companies. Eligibility criteria
included holding a doctoral degree, having at least three years of experience in financial markets, and being accessible for
participation in the interviews. Participants were selected through snowball sampling, whereby initial interviewees were
asked to introduce other knowledgeable individuals with relevant expertise. Interviews continued until theoretical saturation
was reached and additional interviews no longer generated substantively new information; consequently, 16 experts
participated in the study.

Data were obtained through two complementary procedures. First, documentary and library sources were reviewed to
establish the theoretical foundation and identify preliminary concepts and indicators related to risk appetite. Second, field
data were collected through expert interviews. The interview material was systematically examined through the coding
process specified in the study. Meaning units were initially extracted from the interview texts and converted into open codes.
Related codes were subsequently compared, grouped, and abstracted into broader concepts and categories through the
subsequent stages of coding. Constant comparison was used throughout the analytical process to identify conceptual
similarities and differences and to refine the emerging structure. Following the initial categorization, the extracted concepts
and categories were presented again to experts in a second Delphi stage for review, confirmation, modification, and the
proposal of additional items. The process ultimately produced a qualitative model comprising 89 concepts organized into 13
major categories.

Findings
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Qualitative analysis resulted in the identification of 89 concepts grouped into 13 categories: organizational maturity,
organizational factors, appropriate risk approaches, managerial practices, risk status, development and expansion of
communications, improvement of the risk appetite framework, supervisory expectations, strategic monitoring and feedback,
company-related risks, laws and regulations, going concern, and organizational development. The findings demonstrated that
risk appetite is a multidimensional construct whose assessment requires simultaneous consideration of financial,
organizational, managerial, behavioral, supervisory, technological, and environmental characteristics.

Organizational maturity incorporated indicators such as the company's capital position, financing structure, organizational
culture, existing supervisory institutions, market competition, financing costs, and approaches to customer attraction and
marketing. Organizational factors included business processes, organizational commitment to risk appetite, access to an
appropriate financing portfolio, customer diversity, organizational resources and facilities, risk capacity, external influences,
liquidity conditions, and economic factors affecting performance. The category of appropriate risk approaches encompassed
the risk-taking orientation of the board of directors and managers, development programs, organizational willingness to
accept risk, and exposure to receivables risk.

Managerial practices included management style, decision-making structure, organizational independence in decision-
making and planning, determination of corporate risk appetite, and establishment of risk-taking levels for key risk indicators.
Risk status covered existing risk levels, acceptable risk levels, the importance of available capital, effective senior
management, and the costs associated with risk acceptance. Communication-related findings emphasized internal credit
assessment systems, related-party information systems, asset-liability management systems, internal control structures,
decision-making committees, organizational objectives, strategies, and the current condition of the company.

Improvement of the risk appetite framework involved corporate governance culture, information infrastructure,
organizational growth, strategic planning, specification of primary and secondary objectives, identification of risks associated
with those objectives, and knowledge of risk calculation methods. Supervisory expectations included understanding
organizational risk capacity before formulating strategy, responsiveness to economic change, investment in supportive
infrastructure, establishment of an effective risk appetite framework, active engagement by the board and senior
management, and strong internal relationships. Strategic monitoring and feedback included senior-management
accountability, risk and control self-assessment, monitoring within the risk appetite framework, external oversight,
appropriate qualitative statements and risk metrics, and reinforcement of information technology and data infrastructure.

External risk categories included economic, social, and political risks as well as sanctions, recession, capital-market
conditions, administered interest rates, exchange-rate fluctuations, economic growth, gross domestic product, and
regulatory changes. Going concern was associated with improving risk-management processes, planning the appetite for
individual risks, identifying potential markets, promoting interdepartmental communication, preparing comprehensive
policies, and implementing integrated risk management. Finally, organizational development encompassed revenue and
profit sustainability, stable performance and growth, improved credit ratings, smoother organizational processes, greater
efficiency, and enhanced effectiveness.

Discussion and Conclusion

The findings indicate that risk appetite should be understood as an integrated organizational mechanism rather than as a

single measure of willingness to take risk. The emergence of 13 interrelated categories demonstrates that effective
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measurement depends on the interaction of organizational capacity, managerial behavior, governance structures, financial
conditions, environmental pressures, regulatory requirements, information infrastructure, and strategic objectives.
Accordingly, a company may display a particular nominal level of risk appetite while lacking the capital capacity, governance
maturity, information quality, or monitoring arrangements required to sustain that level in practice.

The findings further suggest that risk appetite measurement must distinguish among existing risk exposure, acceptable
risk, risk capacity, and the level of risk deliberately accepted in pursuit of organizational objectives. This distinction is
particularly important because a company's willingness to accept risk does not necessarily indicate that it possesses the
resources or organizational capabilities required to absorb potential losses. The proposed model therefore places risk
appetite within a broader management architecture linking strategic planning, capital and liquidity considerations, decision-
making structures, internal control, oversight, and organizational continuity.

Another important implication concerns the dynamic nature of risk appetite. Economic conditions, regulation, political
developments, market fluctuations, technological infrastructure, and organizational strategy may change over time.
Consequently, risk appetite measurement should not be treated as a one-time exercise. It requires periodic reassessment,
continuous monitoring, feedback mechanisms, and timely modification of limits and indicators. The identification of
information infrastructure, real-time monitoring, interdepartmental communication, and strategic feedback as important
components reinforces the need for a dynamic measurement system capable of responding to changes in the organization's
risk profile.

Overall, the proposed qualitative model provides a comprehensive foundation for evaluating risk appetite in listed
companies. By integrating 89 concepts across 13 categories, the model extends risk appetite measurement beyond purely
financial indicators and incorporates organizational maturity, managerial practices, communication, supervision,
environmental risk, continuity, and organizational development. Its application can support boards of directors, senior
managers, risk committees, and supervisory bodies in developing more coherent risk policies and aligning risk-taking with
organizational capacity and strategy. The study concludes that effective risk appetite measurement requires an integrated
combination of quantitative and qualitative criteria and should be embedded in the organization's governance, strategic

planning, decision-making, monitoring, and risk-management processes.
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