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Abstract

Changes, crises, and uncertainty have become common traits of business evolution in today's interconnected,
complex, and dynamic global business. This high-probability, high-impact prospective adversities emerge
frequently, exacerbating businesses' struggles to survive and flourish. Consequently, how firms mitigate risks,
remain resilient, and expand facing crises has become a critical problem for business executives. The purpose
of this research is to determine the influence of risk management practices (RMPs) and information technology
capabilities (ITCs) in enabling Indonesia's State-Owned Enterprises (SOEs) to be resilient in a dynamic
environment. However, more research is needed to investigate the relationship between risk management
practices, information technology capabilities, and enterprise resilience. Data were analyzed based on 322
online questionnaires from the top management and boards of Indonesia's SOEs using PLS-SEM. The findings
show that risk management practices and information technology capabilities significantly strengthen
enterprise resilience (ER). Additionally, the findings indicate that organizations' ITCs mediate the relationship
between RMPs and ER. These findings indicate that investment in information technology capabilities and
proper implementation of risk management practices are crucial for the resilience of SOEs. The findings enrich
the knowledge of dynamic capabilities, risk management, and enterprise resilience in public enterprise in the
emerging market from a dynamic capability theory point of view and may benefit policymakers and
academicians. This research shows the potential for significant research areas in the resilience of SOEs in the

context of highly fast-growing developing countries using dynamic capability theory.
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1. Introduction

Indonesia's State-Owned Enterprises (SOEs) face significant problems due to rapid technological
advancement, fierce competition, changing regulations, evolving corporate strategies, and shifting
consumer preferences. This corporate competitiveness increased the risks to Enterprises and possibly
threatened their viability (Camarinha-Matos, 2014). Indonesia's SOEs have to foresee and address these
issues or otherwise could cause significant problems, perhaps bringing them to bankruptcy (Aditiasari,
2016; Budiman, 2018; Herdiana, 2019; Kumparan, 2018; Matranews.id, 2018; Suprayitno, 2017).
Historically, Indonesian SOEs were granted the privilege of acquiring a secured or captive market or even
a monopoly position. However, this comfort zone is now more accessible to other businesses, including
foreign enterprises, resulting in stiffer competition. Could Indonesia's state-owned enterprises survive and
thrive in this hostile business setting?

In many of the world’s major economies, SOEs play an essential role, and in some, such as China,
India, Russia, and Brazil, they are outright dominant (Battowski & Kwiatkowski, 2022; Le et al., 2023).
According to an IMF study, in the last 10 years, SOEs have increased in importance among the world’s
largest corporations, worth $45 trillion, and their assets are now 50 percent of the total global GDP
(World Bank, 2022). A recent World Bank note describes how SOEs can play a critical role by bringing
relief to the population, staying resilient to shocks, supporting distressed economies, and providing jobs
(World Bank, 2022). Due to their vital role in developing or developed countries, authorities prioritize
enhancing the performance of SOEs (Heo, 2018; Koch, 2016). It is critical for SOEs to be sustainable and
resilient (Garde-Sanchez et al., 2018). They must seek to maintain and improve their flexibility and
resilience in today's dynamic, complicated, and volatile corporate atmosphere (Chen et al., 2021; Epstein
& Buhovac, 2009; Huang & Farboudi Jahromi, 2021; Miceli et al., 2021; Purnomo et al., 2021; Sarkar &
Clegg, 2021; Wieczorek-Kosmala, 2022).

Amidst some notable achievements, many Indonesian SOEs and their subsidiaries confront
performance and resilience challenges. Several SOEs have been liquidated due to prolonged periods of
low performance for various reasons. Although the government has undertaken several measures to
improve the profitability and sustainability of SOEs, many continue to underperform. Indonesia is chosen
as a context since it ranks among the world economy's biggest and most active countries. With an almost
280 million population, Indonesia has become a prospective market for various business sectors
(https://www.investindonesia.go.id), and the Indonesian economy is heavily dependent on state-owned
enterprises. Indonesia’s SOE contribution in the form of dividends, tax, and non-tax state revenue (PNBP)
from 2017 to 2019 reached USD 75.33 Billion (6% of GDP) and increased from 2020 to 2022; SOE
contribution surged to USD 79.87 Billion (7% of GDP) (Asian Development Bank, 2022).

Given the importance of SOEs, research on how risk is managed and mitigated in SOEs is crucial
(Hu & Wu, 2016). SOEs may take excessive risks because they can avoid market (including shareholder)
forces requiring strict risk management and disclosure standards. Conversely, SOEs may be more risk-
averse than private-sector counterparts due to excessive government control or a lack of clearly defined
enterprise goals that allow risk-taking (OECD, 2018). For example, Ferrarini and Hinojales (2018) found
that SOE debt in China has become a substantial problem, needing quick policymaker action to manage

risks, including significant debt defaults.
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Dynamic capabilities are pivotal for companies/organizations to thrive in a dynamic market
environment (Barreto, 2010). Through talents, competencies, and resources, dynamic capabilities enable
businesses to expand or strengthen their resilience (Conz & Magnani, 2020; Ishak & Williams, 2018; Yu
et al., 2019). Information technology capabilities are among these higher-level capabilities that may assist
enterprises in obtaining competitiveness and resiliency in coping with adversity. Chen et al. (2014)
discovered that increased information technology capabilities directly lower audit fees since fewer
business hazards are connected with the usage of information technology, thus lowering the auditor's risk
premium. Additionally, information technology capabilities profoundly impact the productivity of
internal control.

The research questions of this study are: 1) Do RMPs influence ER; 2) Do ITCs influence ER; 3)
Do RMPs influence ITCs; and 4) Do ITCs mediate the relationship between RMPs and ER? These
questions will be addressed using four hypotheses to explore the impact of RMPs and ITCs on ER in
Indonesia, a developing country with a dynamic market. This study aims to contribute to the corpus of
knowledge through the provision of empirical evidence on the relationship between those three variables

in the context of Indonesian SOEs and subsidiaries.

2. Literature Review

In a volatile environment, organizations are susceptible to various unforeseen problems (Ambulkar
et al.,, 2015; Hudakova & Lahuta, 2020). Future catastrophes are anticipated to grow increasingly
frequently and are unpredictable (Hudakova & Lahuta, 2020). Often, the repercussions of these adverse
events are severe and will worsen if they are not addressed soon. Consequently, the notion of resilience is
more significant than ever. Organizational resiliency is a substantial factor in competitive advantage.
Academics and industry experts have emphasized the need for companies to handle risk and turbulence in
the current, more volatile, and unpredictable world (Parast & Shekarian, 2019; Shekarian & Mellat Parast,
2021). A firm’s long-term growth necessitates that management anticipates risks, manages change, and
prevents possible future disasters. The greatest business obstacle is not having the experience and
capabilities to deal with and mitigate risk. Risk management facilitates decision-making by anticipating
what may occur, how it may occur, and how this may impact the ultimate purpose (Buganova &
Simickova, 2020). Within these uncertain and volatile conditions, some companies cultivate resilience to
increase their capability to predict, adjust to, and rebound amid disturbances, or to acquire new market
competitiveness due to adjustments made when coping with disruption (Morales et al., 2019).

However, businesses usually lack knowledge of when and what dangers or risks they may
encounter and the proper reaction (Teece et al., 2016). Incapacity to address crucial business difficulties
can negatively impact a company’s financial performance and threaten its viability in the worst-case
scenario (Audia et al., 2000). The increased frequency of unknown uncertainty reduces the average
duration of firms’ sustainability (Wiggins & Ruefli, 2005). Companies with limited resources and
capacities will struggle to evaluate all possible risks (Bromiley, McShane, et al., 2015). As such,
Information Technology Capability is crucial to support the extensive information provided by Risk
Management practices. Businesses with superior ITCs could anticipate changes and proactively take steps

to mitigate adversities (Srinivasan & Swink, 2015).
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Businesses must rely on solid information structures and information technology competencies. It
is essential in this digital era to be adaptable, agile, and robust (Ciampi et al., 2018).
Businesses/organizations require technological help (Cetindamar et al., 2009). Given today’s business
world’s inherent complexity and unpredictability, enterprises must invest in information processing
capabilities and obtain more high-quality data to meet the contemporary business contexts (Fan et al.,
2017). Thus, enterprise resiliency is contingent upon the capacity to collect and utilize resources to
withstand unstable environments (Xie et al., 2022) and efficiency in employing information, knowledge,
experiences, and other resources (Konig et al., 2019).

Successful businesses can recover from disruptions and re-establish themselves due to their
resilient features and methods (Mohamed & Galal-Edeen, 2018). Companies must exploit available
resources, whether internal or external, and reorganize to accommodate an ever-changing environment to
maintain competitiveness. Businesses can produce, employ, and protect intangible assets with dynamic
capabilities that contribute to enhanced long-term company performance, withstand disruptions, recover,
grab emerging opportunities, and ultimately achieve (Teece, 2007). Dynamic capabilities are viewed as a
source of long-term competitiveness for businesses working in an environment of rapid change and
ambiguity (Griffith & Yalcinkaya, 2010).

According to the dynamic capability theory, the greater success of particular firms or organizations
may stem from two distinct organizational capacities: dynamic capabilities and operational (daily routine)
capabilities (Cepeda & Vera, 2007; Helfat & Peteraf, 2003). Organizations collectively learn dynamic
capabilities (Pisano & Teece, 2007, Winter, 2003). Dynamic capabilities assist organizations in
responding to changes or disruptions more rapidly and efficiently (Chmielewski & Paladino, 2007).
Resilience involves both low-level (operational) and high-level (dynamic) capabilities, which enable
businesses to determine which operational capabilities are required and which require improvement
(Teece, 2007). An organization’s dynamic capabilities have evolved due to its procedures, positions, and
pathways. These competencies are embedded throughout the organizational structure (Teece et al., 1997).
This notion of dynamic capabilities mirrors the concept of resilience: the capacity to endure adversity,
overcome and recover from unpleasant circumstances, seize opportunities as they emerge, and succeed
(Duchek, 2014). Businesses must be conducted and managed differently to continuously generate
something new in a dynamic setting (Eisenhardt & Martin, 2000; Teece et al., 1997).

While Gallopin (2006) characterized resilience as the capacity to adjust, endure adversity, and
recover from a crisis or disaster, Sheffi and Rice (2005) define business resilience as the capacity to
recover from disturbance. Fiksel et al. (2015a) and Gittell et al. 2006 state that when coping with the same
level of uncertainty and disruption, one organization succeeds, and others fail. Therefore, management
should construct and sustain resilient businesses to enhance competitiveness (Grillo et al., 2018; Sheffi &
Rice, 2005). Resilience is characterized by effective and efficient strategies that help companies quickly
overcome obstacles (Lin & Bie, 2016). These strategic initiatives allow a business to retain and adjust to
its environment (Kurtz & Varvakis, 2016). Resilience is not static; it is dynamic, functions through
complex, interrelated processes, is composed of various inputs, and manifests itself in various ways
(Weick & Sutcliffe, 2007). A resilient organization can overcome misfortune and turn it into an

opportunity (Kerr, 2015; Seville, 2009).
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3. Theoretical Framework and Hypotheses Development

The suggested theoretical framework for this study is depicted in Figure 1. ER and RMPs are the
dependent and independent variables, respectively. ITCs serve as the independent and mediating variable.
The organization’s size and the corporation’s age are used as controls for the variables. The age is the
number of years since the formation of the SOEs, and the size is the average annual revenue for the
previous three years.

Because of a lack of data, the majority of research investigating the effects of dynamic capability
or business resilience concentrated on publicly listed companies (Bromiley, McShane, et al., 2015). Most
prior studies on resilience are conceptual or focus on large enterprises in advanced economies, leaving
emerging economies behind (van der Vegt et al., 2015). Most of the studies are done on complex or
multinational corporations since those are the types of businesses most likely to benefit from these
dynamic capabilities (Barreto, 2010; Kale & Singh, 2007; Teece, 2007; Zollo & Winter, 2002).
Nevertheless, Pablo et al. (2007) proposed that these qualities could be beneficial in public sector
enterprises, which frequently face rapid policy changes due to election cycles. A few studies on enterprise
resilience are based on dynamic capabilities and include risk management (Seville et al., 2015). Thus, this
study examines the combined effects of RMPs and dynamic capabilities (information technology

capabilities) on enterprise resilience.

Risk Information
Management Technology
Practices Capabilities

Enterprise

Resilience

Control Variables:
Age & Size

Figure 1. Research Framework

3.1. Risk Management Practices and Information Technology Capabilities

Risk management is a crucial aspect of risk mitigation (Fiksel et al., 2015a, 2015b). The
incorporation of risk into an enterprise’s overall business strategies (Bromiley, Rau, et al., 2015;
Slagmulder & Devoldere, 2018) and resilience from an economic viewpoint has not been fully explored
and still requires enhancement (Ishak & Williams, 2018; Menéndez Blanco & Montes-Botella, 2017;
Parker & Ameen, 2018). Naudé et al. (2009) and Turvey (2007) discovered that the study on enterprise
vulnerability and resilience to risks posed by shocks and uncertainty in emerging economies is even more

scarce. Even though risk management is vital for SOEs’ resilience to maintain their long-term
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competitiveness, limited research has investigated the effects of RMPs on developing and enhancing ER.
With rapid technological progress, information expands exponentially and causes VUCA situations of
volatility, uncertainty, complexity, and ambiguity (Friedman & Lewis, 2021). Numerous novel and
unanticipated business concepts, such as Uber and Grab, Traveloka, Alibaba, Amazon, Airbnb, and
Netflix, threaten established corporations. It necessitates that the organization and all its members be
flexible and adaptable (Friedman & Lewis, 2021). Managing a firm in a VUCA environment requires a
robust risk management to support the extensive information provided by Risk Management practices
which force companies to invest highly in technology for information gathering, and analysis to mitigate
the adverse effects of uncertainties and resilience.

H1: Risk Management Practices significantly influence Information Technology Capabilities

3.2. Risk Management Practice and Resilience

IT capabilities enable firms to be more agile and adaptable in order to recognize and seize
opportunities as they present themselves (Bakar, 2015). Extensive studies have investigated the impact of
ITCs on corporate performance. Those companies that have information technology capabilities will be
able to get a competitive advantage and achieve a more excellent company performance (Chircu & Lee,
2003; Chen et al., 2006; Cetindamar et al., 2009; Hassan et al., 2013; Kamal, 2006; Liu, 2013; Oh & Teo,
2009). According to Hassan et al. (2013), organizations can be flexible and agile if they have sufficient
technological competency through an effective learning process. According to Cetindamar et al. (2009)
study, technology changes constantly. These transformations bring with them dangers as well as
possibilities. Companies that successfully capture and reap the benefits of the opportunity could receive
assistance from technology capabilities that allow them to mobilize, reorganize, and safeguard their
resources throughout and following the crisis. However, limited studies examined information
Technology capability on organizational resilience.

Information technology capability created from a long-term learning process has been understood
as a crucial factor in either the achievement or demise of an organization, including supporting enterprise
resilience. Firms can get an immediate competitive edge and a long-term sustainable competitive
advantage by utilizing information technology capabilities (Barney, 1991; Powell & Dent-Micallef,
1997). Improved IT Capability increases the ability of a business to sense and interpret information,
enabling it to stay competitive and react to events more swiftly in a constantly changing environment
(Ngai et al., 2011). It also improves the firm’s capacity to adapt to unanticipated shifts and disruptions
(Dubey et al., 2019; Wamba et al., 2020).

As Mandal (2019) points out, information technology (IT) capabilities are critical to stand out
from rivals, raise costs associated with switching and customer loyalty, aggressively explore customer
needs, and lower searching expenses and tourist supply chains must build agility and resilience (Chae et
al., 2014). High levels of unpredictability in the corporate environment necessitate the need for firms to
be agile, and information technology is considered a way to react to a shifting setting swifter. Cai et al.
(2019), Mao et al. (2015), and Lu and Ramamurthy (2011) discovered that IT capability is closely
associated with flexibility, which contributes to the development or enhancement of organizational

resilience (Branco et al., 2019; Sabahi & Parast, 2020).
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H2: Information Technology Capabilities significantly influence Enterprise Resilience

3.3. Risk Management Practice and Resilience

Due to globalization, increasing consumer demands, environmental uncertainties, and internal and
external risk occurrences, businesses are more susceptible to risk in today's world of rapid change (Ivanov
et al., 2019; Shekarian & Mellat Parast, 2021). Effort coordination and risk management can contribute to
resilience (Leat & Revoredo-Giha, 2013). The enterprise risk management approach is improved over
time due to experience and changing circumstances to monitor environmental changes, limit risks, and
optimize possibilities. In addition, it offers prompt and decisive responses to problems (Buganova &
Simickova, 2020). Risk management is essential for businesses because it enables them to avoid
catastrophic losses, produce additional benefits, and achieve remarkable international success (Oehmen et
al., 2014).

In an ever-changing business environment, Seville (2009) found that risk management gives a
good framework to encourage businesses to be more proactive in dealing with the unforeseen. It helps the
company be more alert and, therefore, more resilient. Risk management now focuses on managing deep
uncertainty and unknown risk (Teece et al., 2016). Parker and Ameen (2018) discovered that proactive
RMPs and the flexibility to modify company assets have more beneficial effects on ER. In today's
dynamic environment, a more strategic approach to risk management is needed to achieve an
organization's resilience and agility Slagmulder and Devoldere (2018). Hudakova and Lahuta (2020)
suggest that risk management must be followed by organizations wanting to be resilient in today's
turbulent environment.

Most of the time, firms lack emergency preparedness readiness. Therefore, the application of
enterprise risk management constitutes one of the strategies that help in crisis prevention and improving
the business's resilience. Companies can become more cautious and hence more resilient by using risk
management. Today, managing severe uncertainty and the risk associated with the unknown are the main
focuses of risk management (Teece et al., 2016). Thus, risk management practice supports the
development of enterprise resilience. Enterprise risk management enables businesses to plan for and
mitigate the risks of adverse events that could jeopardize their future Bogodistov and Wohlgemuth
(2017). Thus, risk management practice supports the development of enterprise resilience.

H3: Risk Management Practices significantly influence Enterprise Resilience

3.4. The mediating effect of Information Technology Capabilities on the relationship between

Risk Management Practices and Enterprise Resilience

Numerous firms view ITCs as significant and unique resources that allow them to gain
competitiveness (Mikalef & Pateli, 2017; Queiroz et al., 2018). Highly advanced IT capability facilitates
the organization to implement comprehensive risk management practices as information can easily be
stored, processed, and analyzed using big data and machine learning technology. Subsequently, the
practice of risk management supports companies to be more proactive in managing the unexpected
(Seville, 2009; Teece et al., 2016). Parker and Ameen (2018) discovered that proactive RMPs and the

capacity to repurpose business resources have more beneficial effects on firm resilience. Risk
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management practice has resulted in a higher reliance on digital technology to reduce risk exposure and
increase the capacity to effectively manage unexpected events, recover, and promote subsequent
achievement (Florio & Leoni, 2017; Slagmulder & Devoldere, 2018). The study by Van Opstal (2010)
stated that organizational resilience is an integral approach to managing uncertainties and anticipating
disruptions; thus, the companies/firms could be more prepared and guarantee a faster rebound process
when facing disruptive events. Thus, risk management practice supports the use of sophisticated digital
technology in enterprises, subsequently increasing resilience. Riley et al. (2016) found that information
collected during the critical period could act as a mediator to help relate business competencies to
organizations’ recovery abilities which are part of resilience (Hohenstein et al., 2015; Kantur, 2015; Pettit
etal., 2013).

H4: Information Technology Capability significantly mediates the relationship between Risk

Management Practices and Enterprise Resilience
4. Methodology

4.1. Research Design

This study used a survey-based deductive, cross-sectional quantitative methodology. The study
specifically targeted top executives and management of all SOEs and their subsidiaries listed on the
websites of each SOE and the Indonesia Ministry of State-Owned Enterprises (https://bumn.go.id/). Since
they are the primary decision-makers, they were chosen as respondents. A purposive sample was chosen
because the questionnaire stipulated that respondents must meet certain requirements. Due to the lock-
down policy during the period of field research, this study adopts an internet-based or online survey to
collect data from the study sample. The e-questionnaire was placed in Google Forms, and the

respondents were sent a link to access and fill out the questionnaire.
4.2. Variables Measurement

This study used indicators from research by (Kantur, 2015; Lee et al., 2013; Prayag et al., 2018;
Stephenson, 2010; Stephenson et al., 2010; Whitman et al., 2013) to evaluate Enterprise Resilience (ER)
as an endogenous variable. Risk Management Practice (RMP) was an exogenous variable measured using
the ERMi — Enterprise Risk Management Index (Maruhun, Atan, et al., 2018) and research by (Farrell &
Gallagher, 2015; Lai & A Samad, 2010; Maruhun, Abdullah, et al., 2018). ITCs Measurement was
adapted from (Bhatt & Grover, 2005; Benbya et al., 2020; Said et al., 2012; Tippins & Sohi, 2003; Zehir
& Tanriverdi, 2006). For RMP, ITC, and ER, a seven-point Likert scale was employed to measure.
Financial resilience questions use a very weak to very strong 7 Likert scale. Three hundred twenty-two
valid data from 388 received questionnaires were processed (from a population that consisted of 114
SOEs and 530 subsidiaries in June 2020). The PLS-SEM method was used using Smart-PLS 3 (Ringle et
al., 2014).

774


http://dx.doi.org/

https://doi.org/10.15405/epsbs.2023.11.64

Corresponding Author: Purwatiningsih Lisdiono

Selection and peer-review under responsibility of the Organizing Committee of the conference
elSSN: 2357-1330

5. Results
5.1. Common Method Bias

Since the same informant responded to exogenous and endogenous variables, we utilized the
common method bias test. Harman’s single-factor analysis was performed, and the total variance
retrieved by a single component is 49,341%, which is below the minimum requirement of 50%. That

suggests that CMB has no effect on the data and, consequently, the outcomes (Podsakoff et al., 2012).
5.2. Descriptive Statistics

Table 1. Descriptive Statistics — Constructs

Constructs Mean SD Skewness Kurtosis

Statistic SE Statistic SE

Risk Management Practices (RMP) 5.855 752 -.676 136 423 271
Information Technology Capabilities (ITC) 5.406 958 =715 136 .584 271
Enterprise Resilience (ER) 5.510 780 -.670 136 .854 271

Note: N =322

Table 1 presents the descriptive statistics for the three variables. The skewness results indicate the
data distribution was left-skewed, while the kurtosis results indicate light tails compared to the centre of

the distribution.

Table 2. Enterprise profile

Variables Categories F::ql;;;)c y Percentage (%)
Age 1 - 10 years 73 22.67
More than 10 - 20 years 47 14.60
More than 20 - 30 years 46 14.29
More than 30 - 40 years 24 7.45
More than 40 - 50 years 44 13.66
More than 50 years 88 27.33
Size Less than 501 employees 157 48.76
501 - 1.000 employees 39 12.11
1.001 — 10.000 employees 99 30.75
More than 10.000 employees 27 8.39

Table 2 shows the descriptive data of the enterprise. Most enterprises are between 10 - 50 years

old, and 51% of enterprise have more than five hundred employees.
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5.3. Assessment of Measurement Model
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Figure 2. Path model

All indicator loadings are greater than 0.60, depicted in Figure 2 for the reflective measuring
model. The construct convergent validity, AVE (average variance extracted) values higher than 0.5 imply
that the construct explains more than fifty percent of the variance of the indicator, hence giving

satisfactory item reliability (see table 3).

Table 3. Reliability, Validity, and Model fit

Reliability (CR) Validity (AVE) Model fit (SRMR)
RMP 0.950 0.634
ITC 0.946 0.663 0.065
ER 0.948 0.568

Tables 3 and 4 show the assessment of the measurement model. The reliability (CR — Composite
Reliability) and validity values (AVE) are satisfactory. The measurement model analysis also assesses
discriminant validity, model fit, and multicollinearity. The HTMT values are below the threshold of 0.90.
With an SRMR value of 0.065, the fit model results are acceptable. So, the measurement model

assessment satisfies all the necessary criteria (Henseler et al., 2015; Hair et al., 2019; Hair et al., 2021).

Table 4. Discriminant Validity — Heterotrait-monotrait (HTMT) Ratio

ER ITC RMP
ER
ITC 0.743
RMP 0.741 0.754
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Table 4 displays the discriminant validity of the study. All HTMT ratios were less than 0.90,
which shows that discriminant validity is present and that conceptually distinctive constructs exist

(Henseler et al., 2015; Kline, 2018).

Table 5. Inner VIF

ITC ER
RMP 1.000 2.043
ITC 2.043

Collinearity is not a concern in this study because the VIF values are below 3.0 (Hair et al., 2019)

(See Table 5).
5.4. Assessment of Structural Model

Table 6. Structural Model Assessment

R £ Q
ITC 0.511 0.333
ER 0.581 0.325

RMP - ITC 1.043

RMP - ER 0.213

ITC - ER 0.190

Table 6 shows the prediction capacities of the model and the relationship between constructs. The
R2 value for ITC is 0.511, and the R2 value for ER is 0.581. Thus, RMP and ITC explained 58.1% of the
proportion of the variance of ER. The coefficient of determinant ITC and RMP is moderate (Chin, 1998).
RMP to ITC has a big effect size (f2 value), RMP to ER has a medium effect size (f2 value), and ITC to
ER has a small effect size (f2 value) (Cohen, 1988). More than zero results for the predictive significance
of the PLS path model (Q2) indicate the predictive accuracy of the structural model for that construct. Q2
values larger than 0.25 suggest that the PLS path model has a moderate predictive value (Hair et al.,
2019).

5.5. Hypotheses Testing

Table 7. Hypotheses test

Direct Effects B SD t-value p-value Decision
H1: RMP - ITC 0.715 0.033 21.937 0.000 Supported
H2:ITC - ER 0.404 0.058 6.951 0.000 Supported
H3: RMP - ER 0428 0058 7397  0.000 Supported
Mediating Effects B SD t-value p-value Decision
H4: RMP - ITC - ER 0.289 0.044 6.573 0.000 Supported

Note: Significant p-value < 0.05

The test in Table 7 shows that all hypotheses are supported. Risk Management Practices

significantly influence Information Technology Capabilities, as shown in a previous study by (Friedman
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& Lewis, 2021). Information Technology Capabilities significantly influence Enterprise Resilience, as
shown on previous studies (Branco et al., 2019; Dubey et al., 2019; Mandal, 2019; Sabahi & Parast, 2020;
Wambea et al., 2020). Risk Management Practices significantly influence Enterprise Resilience, as found
in previous research findings (Hudakova & Lahuta, 2020; Leat & Revoredo-Giha, 2013; Parker &
Ameen, 2018; Slagmulder & Devoldere, 2018; Teece et al., 2016). Finally, the hypothesis that ITCs
significantly mediate the (Bogodistov & Wohlgemuth, 2017) studies (Florio & Leoni, 2017; Riley et al.,

2016; Seville, 2009; Slagmulder & Devoldere, 2018; Teece et al., 2016).

6. Discussions and Conclusions

This study aims to investigate how risk management and IT capabilities (as one type of dynamic
capabilities in dynamic capability theory) help Indonesia's State-Owned Enterprises adapt to changing
conditions and achieve their resilience. PLS-SEM tests showed that risk management practices and
information technology capabilities significantly influence enterprise resilience. The findings also show
that Information Technology Capability mediates Risk Management Practices and Enterprise Resilience.
Enterprise Resilience was also unaffected by Firm Size and Age.

To remain competitive in a challenging and ever-changing business environment, a company must
develop risk management skills. Thus, dynamic capabilities are a concept in risk management
(Bogodistov & Wohlgemuth, 2017). This is the ability to consistently avoid, manage, transmit, or
consciously accept particular hazards under dynamic conditions. It enables a business to generate value
by eliminating or minimizing potentially damaging internal and external events (Bogodistov &
Wohlgemuth, 2017). A risk management capability takes into account the environment's dynamics (Teece
et al., 1997). In the context of Risk Management Practices, dynamic capabilities reflect variations in
resources. Even in such precarious circumstances, resilient organizations are able to satisfy the demands
of the job. Safety no longer refers to the absence of intolerable risk but rather to the capacity to succeed
in a variety of situations by managing and mitigating risk. This capability requires the ability to react
proactively (be prepared to take action), monitor and evaluate (have the standard and be prepared to
compare it with the actions taken for development), anticipate (know what to expect), and learn from both
successes and failures. Preparedness, adaptability, and resiliency are achieved by cultivating the capacity
for reactive, real-time, and proactive performance adjustment (Paries, J., 2011).

There is virtually no success without risk, peril, or failure. Consequently, security to proceed into
the future to accomplish the goals must be ongoing and persistent, active and dynamic, and not a static
condition (Wildavsky, 1988). Wildavsky (1988) describes the relationship between risk and resilience as
the capacity to deal with unanticipated threats as they arise. To be resilient, one must fail, learn, plan, and
cope with unprecedented or unpredictable events, as well as manage current events.

Risk Management Practices are not only dynamic but also require synchronization with the
dynamic capability of a company. Dynamic capabilities enhance risk management by emphasizing the
prevention of occurrences and bolstering organizational resilience in the face of those that have already
occurred. According to Bromiley and Rau (2016), ex-ante risk assessment is either impossible or
unfeasible from an economic standpoint. Rather, businesses must have organizational resilience or the

capacity to cope with unanticipated events. This is achieved by reconfiguring current assets and
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capabilities. A dynamic capability is a higher-order procedure that enables the modification of normal
procedures in response to changing circumstances, such as when a risk becomes an obstacle (Winter,
2003). In contrast to (enterprise) risk management, which concentrates on risk assessment and ex-ante
planning, dynamic capability encompasses the ability to exploit an opportunity and adjust the firm's
resource base accordingly (Teece, 2007). Consequently, dynamic capabilities surpass risk prediction by
enabling the organization to be resilient to risk. When an unlikely event occurs, the organization can
successfully adapt. Strategic risk resilience refers to the capacity of a company's management to detect
and reduce risks as early as possible, establish priorities, and address risks in accordance with these goals
in the face of changing external and internal conditions.

Business resilience is now more vital than ever. Businesses must be resilient to survive in the
challenging environment. Companies must go beyond short-term performance in a volatile commercial
climate, especially in the era of technology development and advancement. They must survive in coping
with unexpected challenges and emerge stronger. This study fills the theoretical and methodological gaps
in risk management, dynamic capabilities, and enterprise resilience research on the public sector in
developing countries. Research on the public sector and SOE resilience are still lacking.

The Ministry of SOE as a regulator could use the findings to plan, execute, and monitor each
company's IT capability development to improve and strengthen resilience to succeed in business. The
findings from this research might be used as a foundation to further investigation of SOE resilience in
other emerging nations. This study adds to the literature on Dynamic Capabilities (especially ITCs) and
enterprise resilience (Karman & Savaneviciené, 2021; Vargas & Rivera, 2019; Zhou et al., 2019) and
dynamic capabilities in the public sector, including SOEs (Bracci & Tallaki, 2021; Mancesti, 2017). This
study contributes to the limited research on enterprise resilience and dynamic capabilities theory that
incorporates risk management (Bromiley, Rau, et al., 2015; Seville et al., 2015).

Even if some precautions have been taken to ensure the validity of the results, certain issues exist
beyond the researcher's control. These limits must be considered when evaluating the results and planning
future research. The sample is only SOEs and subsidiaries. Future research could be conducted in other
types of companies (such as the private sector) with characteristics that differ from SOEs or are compared
with SOEs in other countries. Second, in this study, the criteria were self-assessed. As a result, potential
bias associated with the self-report questionnaire should be considered when interpreting the findings of
this study. Thus, future research could combine data sources to create a more comprehensive picture.
Forum group discussions, in-depth cases, and studies on secondary sources that have already been
published could enrich the information gathered. Third, this study investigated using a cross-sectional
time horizon. A longer time horizon could offer a comparison. This study focuses only on one of the
dynamic capabilities (Information Technology Capabilities) out of many others. Various other elements,
such as marketing capabilities, leadership capabilities, and product and service innovation capabilities,
could be investigated in future studies. The final drawback is that this study relies on a single informant, a
member of the Board of Directors, or a senior manager, as a source of information. Thus, personal bias
could occur. Multiple informant resources could help avoid personal bias.

Even considering the drawbacks mentioned above, the findings of this study provide valuable

information on the impact of risk practices and dynamic capabilities on enterprise resilience. Future
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studies may be able to address some of the constraints mentioned above. In conclusion, this study
provides new insights into the relationship between Dynamic Capabilities, Risk Management Practices,
and Enterprise Resilience in the context of Indonesian State-Owned Enterprises and their subsidiaries.
Presumably, the findings of this research will contribute to the body of literature on Dynamic
Capabilities, Risk Management Practices, and Enterprise Resilience in SOEs, which will serve as a

resource for future research.
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