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Objective: This study aims to identify and explain the key dimensions and
components of organizational risk management based on the Theory of
Constraints from the perspectives of academic and professional experts.
Methodology: This applied qualitative study employed a grounded theory
approach. Participants included financial scholars, senior managers, financial
executives, and audit partners selected through purposive and snowball
sampling. Data were collected via semi-structured interviews and analyzed
using open, axial, and selective coding.

Findings: The results indicate that organizational risk management based on
the Theory of Constraints consists of six main dimensions: causal conditions,
central phenomenon, inhibiting factors, contextual conditions, strategic
actions, and consequences, with managerial realism, organizational synergy,
and focused resource allocation playing pivotal roles in system effectiveness.
Conclusion: The findings suggest that applying the Theory of Constraints
enhances decision quality, predictive capacity, sustainable value creation, and
organizational coherence, offering an effective framework for managing risk
in complex and uncertain environments.

Keywords: Organizational Risk Management; Theory of Constraints; Strategic
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EXTENDED ABSTRACT
Introduction

In contemporary organizational environments characterized by high uncertainty, economic
volatility, technological disruption, and geopolitical instability, risk has evolved from a peripheral
managerial concern into a central determinant of organizational survival and performance. Modern
organizations face increasingly complex risk landscapes that include financial risk, operational risk,
technological risk, cyber risk, supply chain disruptions, human capital risk, and institutional uncertainty.
Effective risk management is therefore no longer optional but a core strategic capability required for
sustainable organizational development and long-term competitiveness (Horvey & Odei-Mensah, 2025;
Munyao et al., 2025; Sunaryo et al., 2025).

Recent scholarship emphasizes that risk management must be embedded within strategic decision-
making processes rather than treated as a compliance-driven or purely technical function. The integration
of enterprise risk management with corporate governance, organizational strategy, and performance
management has been shown to significantly improve resilience, financial stability, and stakeholder
confidence (Amaroch & Azegagh, 2025; Bayi et al., 2025; Horvey & Odei-Mensah, 2025). However, many
organizations continue to approach risk management in a fragmented manner, addressing isolated risk
categories without a coherent systemic framework.

At the same time, rapid technological advancement has transformed both the nature of risks and
the tools available for managing them. Digitalization, predictive analytics, artificial intelligence,
blockchain-based systems, and advanced information technologies have expanded organizations’
capabilities for risk identification, monitoring, and forecasting (Alawi, 2025; Potdar & Mahadik, 2025; Singh,
2025; Zhang et al., 2025). Yet, without a robust theoretical structure that guides managerial focus and
resource allocation, the practical benefits of these tools remain limited.

One of the most persistent challenges in risk management is the dispersion of organizational
resources across numerous perceived risks, leading to managerial overload and diluted effectiveness. This
challenge highlights the need for a strategic framework that prioritizes risks based on their true impact on
system performance. The Theory of Constraints (TOC) offers precisely such a framework. Originating
from systems theory and operations management, TOC argues that every system is governed by at least
one primary constraint and that overall performance is determined by the management of this constraint
(Omrani, 2022; Zineb, 2019). Empirical research demonstrates that TOC significantly improves decision
quality, operational efficiency, waste reduction, and organizational learning (Houshmand, 2019; Sarhadi,
2026; Seyyedi et al., 2021).

Recent studies increasingly explore the integration of TOC into financial management, banking,
and strategic planning, particularly within volatile economic contexts such as emerging markets
(Khoshrumoini et al., 2025; Yavari et al., 2025). Nevertheless, despite growing interest, a comprehensive
conceptual model that systematically integrates TOC with organizational risk management remains
largely underdeveloped, especially in non-Western organizational settings. Existing models of risk
management often neglect the constraint-based prioritization of risks and the structural limitations that
shape organizational decision processes (Galli, 2019; Zineb, 2019).



Moreover, contemporary research emphasizes the decisive role of human, behavioral, and
psychosocial dimensions in risk governance. Organizational culture, managerial cognition,
communication structures, incentive systems, and employee engagement fundamentally shape the
effectiveness of risk management practices (Belhaj & Al Meriouh, 2025; Shekari et al., 2025; Zivkovi¢ &
Veljkovi¢, 2025). Without addressing these softer dimensions, technical risk frameworks fail to achieve
operational maturity.

In addition, global research demonstrates that risk management effectiveness is closely associated
with organizational sustainability, marketing performance, financial resilience, and long-term value
creation (Bagheri et al., 2025; Hazarika et al., 2025; Saki & Oztas, 2025). These findings reinforce the need for
an integrated and adaptive risk management framework grounded in both strategic theory and
organizational realities.

Against this background, the present study addresses a significant theoretical and practical gap by
developing a comprehensive qualitative model of organizational risk management based on the Theory of
Constraints, drawing on the lived experiences and professional insights of academic experts and senior
practitioners.

Methods and Materials

This study adopted an applied qualitative research design using a systematic grounded theory
approach. The participant group consisted of academic experts in finance and management, senior
financial executives, audit partners, internal audit managers, and experienced risk professionals.
Participants were selected through purposive sampling followed by snowball sampling to ensure deep
domain expertise and experiential richness.

Semi-structured individual interviews served as the primary data collection method. Interviews
were conducted face-to-face in professional settings, audio-recorded with informed consent, and
transcribed verbatim. Each interview lasted between 30 and 90 minutes. Data collection continued until
theoretical saturation was achieved, which occurred after twelve expert interviews.

Data analysis followed Strauss and Corbin’s systematic coding procedure, including open coding,
axial coding, and selective coding. Constant comparative analysis was applied throughout the process to
refine emerging concepts and relationships. To enhance validity, extracted codes were reviewed by both
a statistics specialist and an academic supervisor.

Findings

The analysis yielded a comprehensive model comprising six core dimensions: Causal Conditions,
Central Phenomenon, Inhibiting Factors, Contextual Conditions, Strategic Actions, and Consequences.

Causal Conditions included continuous risk monitoring and measurement, accurate risk
identification, systemic organizational perspective, and the capacity to respond to economic and
environmental changes.

The Central Phenomenon—organizational risk management based on the Theory of Constraints—
was structured around three key constructs: realism in managerial perception, synergistic coordination
among organizational units, and focused allocation of limited resources toward critical constraints.

Inhibiting Factors encompassed cultural resistance, weak reporting norms, inadequate information
systems, structural fragmentation, motivational deficiencies, political and economic instability, and
managerial instability.
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Contextual Conditions consisted of organizational transparency, collaborative culture,
technological infrastructure, employee awareness, organizational commitment, and adaptive
organizational structure.

Strategic Actions involved transforming raw data into decision-relevant signals, empowering
employees, strengthening interdepartmental coordination, and implementing operational risk response
strategies.

Finally, the Consequences of successful implementation included improved decision quality,
enhanced predictive capability, sustainable value creation, and strengthened organizational coherence and
control.

Discussion and Conclusion

The findings demonstrate that effective risk management cannot be achieved through technical
controls alone; rather, it emerges from the dynamic interaction of organizational culture, leadership
cognition, structural alignment, and strategic focus. By applying the Theory of Constraints, organizations
can transcend the traditional risk-management paradigm of exhaustive risk enumeration and instead
concentrate managerial attention and resources on the few constraints that most critically determine
system performance.

This constraint-based perspective enables organizations to replace reactive risk handling with
proactive strategic governance. The proposed model provides a coherent framework that aligns risk
management with organizational learning, resource optimization, and long-term value creation.
Furthermore, the model highlights the central role of human and behavioral factors, confirming that
sustainable risk governance depends as much on mindset and culture as on formal systems and
technologies.

In conclusion, this study offers an integrative conceptual foundation for organizational risk
management rooted in the Theory of Constraints. The model contributes both theoretically and practically
by linking risk management, strategic leadership, and organizational development within a unified
framework that is adaptable to complex and volatile organizational environments.
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