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ABSTRACT 

Examining the "financial organisations affect risk management along with internal control systems" from a sensemaking 

standpoint, this research uses quantitative methods to assess their impact on risk across all datasets. The need to enhance data 

utilisation and consolidate FIAR's capacity to aid financial institutions in influencing risk-all decision-making is the principal 

impetus for the endeavour. Since FIARs affect the abilities of stakeholders like educators, administrators, and politicians, 

researchers explore their design and function extensively throughout their formation. As part of their sensemaking evaluation, 

researchers look at how the FIAR affected stakeholders' ability to understand and use data strategically. Researchers can only 

do this by studying user behaviour and determining how well the system facilitates data-driven insights and well-informed 

decision-making. At the same time, the research employs quantitative methods to examine the impact of financial institutions 

on the risk data sets maintained by the FIAR. Verifying the data's accuracy, completeness, and use is a top priority for this 

project. Part two is understanding how these quantitative evaluations might influence policy decisions and risk outcomes to 

benefit financial firms. Data reliability and data relevance are two of the metrics being examined, along with the impact of 

data-driven decisions on instructional strategies. The findings should provide insight into how to enhance FIAR's growth to 

enhance students' sensemaking abilities and incorporate quantitative methods into the classroom. Improving financial 

institutions that impact risk management outcomes is the project's ultimate objective. 

 

Keywords: FIAR, Sense-Making Perspective, Influence of Financial Institutions, Risk Mitigation, and Economic 

Administration. 

1. INTRODUCTION 

The ever-shifting financial landscape necessitates effective data management and utilisation as better financial institutions 

impact risk outcomes and policy decisions. Basic to this process is FIAR, which systematically gathers, classifies, and 

analyses large volumes of data on how financial institutions affect risk. Administrators, teachers, and legislators are all 

stakeholders whose requirements must be carefully considered during the development and rollout of such systems. This 

paper examines the evolution of FIARs and the ways in which financial organisations have used quantitative methodologies 

to influence risk-related data sets from a sensemaking perspective. The role of stakeholder groups in engaging with and 

comprehending FIAR data requires a fundamental grasp of sensemaking. People and organisations engage in sensemaking 

when they attempt to interpret information in order to make decisions. To make better decisions and utilise the system more 

effectively, enterprise management information systems (EMISs) rely on users' abilities to make sense of data. Linking the 

theoretical developments of FIARs with their practical implementation in classrooms is the goal of this study. In an attempt 

to identify crucial components for data effectiveness, researchers examine the impact of risk assessment and the structure 

and operation of financial institutions on stakeholders' ability to understand and use financial data. The study also employs 

quantitative evaluations of the data analysis inside these systems to determine their effectiveness and integrity. Determining 

the accuracy and reliability of the data and analysis, as well as the usefulness of quantitative insights for educational reform 

and policy formation, is a crucial aspect of this process. The study intends to help risk-affected financial institutions make 

data-informed choices and improve the development of FIAR. It emphasises both quantitative and qualitative analysis (Ishak 

et al., 2019). 

2. BACKGROUND OF THE STUDY 

In response to shifting risk management priorities, FIAR processes have evolved to reflect the ways in which financial 

institutions handle data. The use of basic computers for administrative purposes by financial institutions gave rise to FIAR 

in the middle of the twentieth century. The early systems had a lot of problems with data analysis and decision support since  
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they were too focused on student records and administrative duties. In the '80s and '90s, breakthroughs in database technology 

and related software applications changed the game. Thanks to the advancements, it is now feasible to combine data on 

finances, teachers, and students' performance into one system. This is when the concept of data management inside financial 

institutions grew to include not just traditional record-keeping but also analysis and reporting, with a primary emphasis on 

descriptive statistics. The exponential growth of data analytics and IT in recent years has created new opportunities to get 

the FIAR credential. More complex and nuanced examinations of data pertaining to the impact of financial institutions on 

risk are now possible as a result of advancements in analytical tools, cloud computing, and big data. During this time, new 

knowledge allowed for a dramatic shift towards improved data management and the use of data to enhance risk-related 

outcomes for financial institutions. Integration of sense-making theory into FIAR's development proved critical for data 

collecting and successful usage by stakeholders. The importance of user-centered design and frameworks that allow for 

significant data interaction have recently come to the forefront. Decisions based on data have never been better thanks to 

quantitative methods, which have advanced to a new level with the advent of AI and predictive analytics. The chronological 

progression of this problem highlights the growing significance of FIARs in enhancing the processes of financial institutions 

via enhanced data management and sensemaking. Contributing to the current body of knowledge, this study will examine 

how advanced quantitative methods have changed the analysis of risk data from financial institutions. It will also examine 

how risk management techniques and contemporary financial institutions could benefit from a sensemaking perspective. 

(Lisnawati et al., 2020) 

3. PURPOSE OF THE STUDY 

The primary objective of this study is to examine, from a sensemaking standpoint, the evolution of FIAR and the application 

of quantitative methods to data sets pertaining to financial institutions and the impact they have on risk. The study's main 

objective is to discover methods to improve data-driven decision-making by studying how stakeholders' data interpretation 

and usage skills are affected by the design and operation of the FIAR system. This study's overarching goal is to evaluate 

quantitative tools' comprehension of financial data for the purpose of improved financial institution management. 

4. LITERATURE REVIEW 

Tech advancements and the increasing data needs in the finance and risk industries have substantially altered the discourse 

around these topics. This reflects the intricate evolution of these systems as described in the literature.  The fundamental 

purpose of FIAR systems was to handle administrative duties and student data throughout the first phases of research. 

Improving technology made it obvious that more complex data types needed to be merged, and that analytical skills beyond 

basic reporting needed to be acquired. To understand the role of stakeholders in FIAR interactions, one must take 

sensemaking, an expanding concept, into account. The idea behind sensemaking is that organisations and individuals act in 

response to complex information based on their understanding of that information. Improving sensemaking via the 

presentation of information in a clear and meaningful way is essential to the effectiveness of FIARs. Systems that allow 

effective sensemaking in risk-influencing environments and decision-making generally are very beneficial to financial 

organizations. The rise of big data and advanced analytics has also contributed to the increased use of quantitative methods 

in classrooms. Data mining and predictive analytics are two quantitative methods that academics are using more and more 

to comb through enormous datasets in their quest to comprehend the function of financial institutions in relation to risk. 

Financial institutions' influence on risk is mitigated by using advanced statistical methods and AI algorithms to analyse data 

more accurately and relevantly. The most recent updates to FIAR demonstrate a greater focus on user-centred design and 

advanced analytics. The purpose of this approach is to make FIARs more available while simultaneously improving the 

quality of insights derived from quantitative analysis. Based on research that demonstrates financial institutions affect risk 

management methods, it is possible to enhance outcomes by using advanced quantitative methodologies and optimizing 

financial data and risk assessments for better understanding. Further investigation into the connection between banks, risk 

assessment models, sensemaking abilities, and data analytics is critically required in light of the results of this study. (Zandi 

& Hui., 2020) 

5. RESEARCH QUESTION 

❖ How does diversification contribute to risk management? 

6. METHODOLOGY 

Quantitative research refers to studies that examine numerical readings of variables using one or more statistical models. The 

social environment may be better understood via quantitative research. Quantitative approaches are often used by academics 

to study problems that impact individuals. Objective data presented in a graphical format is a byproduct of quantitative 

research. Numbers are crucial to quantitative research and must be collected and analyzed in a systematic way. Averages, 

predictions, correlations, and extrapolating findings to larger groups are all possible with their help.  

6.1 Research design: In order to analyse quantitative data, SPSS version 25 was used. When analyzing the statistical 

association, the odds ratio and 95% confidence interval were used to determine its direction and size. A statistically 
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significant threshold was suggested by the researchers at p < 0.05. The primary features of the data were identified by a 

descriptive analysis. Mathematical, numerical, or statistical evaluations using quantitative methodologies are often used for 

data gathered from surveys, polls, and questionnaires, or by modifying existing statistical data using computing tools. 

6.2 Sampling: A convenient method of sampling was employed for the study. The study employed questionnaires as a means 

to collect data. The Rao-soft program calculated a requisite sample size of 669. A total of 900 survey responses were 

disseminated; 785 were retrieved, and 17 were omitted due to incompleteness. A total of 768 questionnaires were ultimately 

utilized for the research study. 

6.3 Data and Measurement: A questionnaire survey functioned as the primary data collection instrument for the 

investigation. The survey had two sections: (A) General demographic information and (B) Responses on online and non-

online channel factors on a 5-point Likert scale. Secondary data was obtained from many sources, mostly on internet 

databases.  

6.4 Statistical software: The statistical analysis was conducted using SPSS 25 and MS-Excel. 

6.5 Statistical Tools: To grasp the fundamental character of the data, descriptive analysis was used. The researcher is 

required to analyse the data using ANOVA. 

7. CONCEPTUAL FRAMEWORK 

 

8. RESULT 

❖ Factor analysis 

One typical use of Factor Analysis (FA) is to verify the existence of latent components in observable data. When there are 

not easily observable visual or diagnostic markers, it is common practice to utilize regression coefficients to produce ratings. 

In FA, models are essential for success. Finding mistakes, intrusions, and obvious connections are the aims of modelling. 

One way to assess datasets produced by multiple regression studies is with the use of the Kaiser-Meyer-Olkin (KMO) Test. 

They verify that the model and sample variables are representative. According to the numbers, there is data duplication. 

When the proportions are less, the data is easier to understand. For KMO, the output is a number between zero and one. If 

the KMO value is between 0.8 and 1, then the sample size should be enough. These are the permissible boundaries, according 

to Kaiser: The following are the acceptance criteria set by Kaiser: 

A dismal 0.050 to 0.059, subpar 0.60 to 0.69  

Middle grades often range from 0.70 to 0.79.  

Exhibiting a quality point score between 0.80 and 0.89.  

They are astonished by the range of 0.90 to 1.00.  

Table 1: KMO and Bartlett's Test for Sampling Adequacy Kaiser-Meyer-Olkin measurement: .948  

The outcomes of Bartlett's test of sphericity are as follows: Approximately chi-square degrees of freedom = 190 

significance = 0.000  

This confirms the legitimacy of claims made just for sampling purposes. Researchers used Bartlett's Test of Sphericity to 

ascertain the significance of the correlation matrices. A Kaiser-Meyer-Olkin value of 0.948 indicates that the sample is 

sufficient. The p-value is 0.00 according to Bartlett's sphericity test. A positive outcome from Bartlett's sphericity test 

indicates that the correlation matrix is not an identity matrix.  
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The overall significance of the correlation matrices was further confirmed by using Bartlett's Test of Sphericity. A value of 

0.948 was the Kaiser-Meyer-Olkin sampling adequacy. By using Bartlett's sphericity test, researchers found a p-value of 

0.00. A significant test result from Bartlett's sphericity test demonstrated that the correlation matrix was not a correlation 

matrix. 

Test for Hypothesis 

❖ INDEPENDENT VARIABLE 

➢ The Rules That Govern Financial Institutions 

In order to keep financial institutions in check, a system of rules and regulations has been put in place by various levels of 

government, regulatory bodies, and international organizations. The objectives of these rules include a secure financial 

system, safe consumers, equitable business practices, and a reliable system as a whole. These regulations apply to all types 

of financial organizations, including traditional banks, insurance companies, investment firms, credit unions, and new fintech 

companies. The safety of investors and depositors, openness, the prevention of fraud and money laundering, and the 

management of risks to prevent systemic failures are all critical objectives. Central banks and financial commissioners are 

responsible for enforcing rules such as AML procedures, consumer protection measures, risk management requirements, and 

capital adequacy criteria. An efficient and trustworthy monetary system is the result of their combined efforts. (Owolabi et 

al ,2020) 

❖ FACTOR 

➢ Diversification:  

The acceptance of diversity has been a significant trend among commercial banks in the United States during the last many 

decades. From a geographical perspective, more states are now receiving loans from banks than in the past. In 1997, small 

business and mortgage financing were handled by an average of eight states' banks; by 2017, that number had risen to fifteen. 

Another trend is the diversification of banking services. Commercial banking, securities underwriting, and insurance were 

all essentially forbidden from integrating under the Glass-Steagall Act until its dismantling. Forty percent of US-based bank 

holding firms now possess a domestic insurance company, and fifty percent have securities broker-dealer subsidiaries. As a 

result of banks' increasing homogeneity and interconnection, a long-standing worry is that diversification raises systemic 

risk and bank instability. The biggest and best-connected banks are subject to further scrutiny under the existing regulatory 

framework because of the dangers they pose. (Wanjala & Riitho ,2020) 

 

❖ DEPENDENT VARIABLE 

➢ Risk Management 

Discovering, assessing, and reacting to potential dangers to an organization's operations, assets, reputation, and objectives is 

what "risk management" is all about. In it, you'll need to spot a threat, assess its severity and likelihood, and then decide 

whether to take action to mitigate, transfer, accept, or embrace it. Maintaining effective risk management and being flexible 

in the face of uncertainty calls for constant vigilance and evaluation. The ability to make educated choices when faced with 

uncertainty, stability, and compliance with regulations are all reliant on good risk management. (Akumbo et al.,2020).  

❖ Relationship between Diversification and Risk Management: 

Investing in a variety of sectors, financial instruments, and other types of assets is one way to spread out potential losses. 

This strategy is known as diversification. The goal of this strategy is to increase profits as much as possible over the long 

run by spreading capital around to various investments. Even though it doesn't prevent loss, most seasoned investors think 

it's crucial for reaching long-term financial objectives with little risk. Fund managers and investors often consider different 

asset classes when deciding how much of their portfolio to put into each. One example of a class is: The equity or shares of 
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a publicly listed corporation exchanged on a stock market Bonds issued by the government in exchange for fixed income 

from assets such as land, buildings, natural resources, livestock, water, and mineral deposits; ETFs, which are pools of 

securities that track an index, commodity, or sector and are traded on exchanges; and other similar instruments. Commodities 

are the raw materials used to make other goods and services. 

Reserve funds—Treasury bills, CDs, and other low-risk, short-term assets. (Agang et al., 2020). 

On the basis of the above discussion, the researcher formulated the following hypothesis, which was to analyse the 

relationship between Diversification and Risk Management. 

“H01: There is no significant relationship between Diversification and Risk Management.” 

“H1: There is a significant relationship between Diversification and Risk Management.” 

 

In this study, the result is significant. The value of F is 1125.219, which reaches significance with a p-value of .000 (which 

is less than the alpha level). This means the “H1: There is a significant relationship between Diversification and Risk 

Management” is accepted and the null hypothesis is rejected. 

9. DISCUSSION 

 How stakeholders' sense-making impacts FIAR production and the efficacy of quantitative approaches for 

evaluating financial institutions' risk data sets are examined in this research. According to the study, users may better grasp 

and utilize data for informed decision-making when well-designed FIARs include a sensemaking viewpoint. More than that, 

it explores quantitative methods' potential to improve data quality and deliver useful insights. Understanding and effectively 

implementing data-driven initiatives depends on the findings, which may lead to revisions to the FIAR architecture that 

supports risk-related policies and practices inside financial institutions. This FIAR optimization effort aims to improve 

financial institutions' outcomes by enhancing their data utilisation and, therefore, their risk management. (Adeleke et al., 

2020) 

10.  CONCLUSION 

In conclusion, this research demonstrates the significance of a sensemaking framework in creating FIAR. Applying 

quantitative methods and competent FIAR design increases stakeholders' ability to comprehend and use impact risk data 

from financial institutions, leading to better data analysis and decision-making. The researcher can enhance data utility, help 

financial institutions refine their risk management procedures and regulations through informed decision-making, and 

improve risk-related outcomes by integrating sensemaking principles into system design and utilizing advanced quantitative 

methodologies. 
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