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ABSTRACT

This research investigated the impact of Enterprise Risk Management (ERM) and organizational culture
on competitive advantage (CA) in cigarette companies in Kalimantan. Through in-depth interviews with
three key informants (a branch manager, a sales supervisor, and a finance account manager), the study
revealed that effective ERM, particularly in managing external risks like regulatory changes and market
fluctuations and internal risks such as operational challenges and HR issues, is crucial for achieving
CA. Additionally, an organizational culture that fosters innovation, risk-based performance assessment,
and effective HR management significantly contributes to the success of ERM and strengthens CA.
Companies can better manage risks and enhance their competitive position by adapting to market
changes and embracing innovation. While this research offers valuable insights, its generalizability may
be limited due to its focus on cigarette companies in Central Kalimantan and its relatively small sample
size. Future research could broaden the scope to include a broader range of companies and regions to
gain a more comprehensive understanding. This study's original contribution lies in exploring the
interplay between ERM and organizational culture in the context of CA in the cigarette industry. The
findings emphasize the importance of integrating risk management and organizational culture as a
strategic approach to maintain and strengthen competitive advantage, providing valuable implications
for research and practice in this field.
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INTRODUCTION

Sustainability and company competitiveness are increasingly essential aspects of the modern business
world. In the era of globalization and rapid technological development, companies must be more
adaptive and innovative to survive and develop. Enterprise Risk Management (ERM) is a practical
approach to dealing with various risks that can hinder achieving the company's strategic goals. ERM
allows companies to systematically identify, assess, and manage risks to reduce negative impacts and
maximize existing opportunities (Gatzert & Martin, 2015). One industry that is very complex and
influenced by various environmental factors, both internal and external, and has a high level of
uncertainty is the oil and gas industry. Various factors, such as world oil prices, political stability in
producing countries, and industry failure to achieve production targets, contribute to high levels of
uncertainty in this industry (Javaid & Aslam, 2021). This is also quite relevant in companies full of
uncertainty, such as cigarette manufacturing and distribution companies.

In the context of modern business, companies face a variety of increasingly complex risk factors,
including globalization, environmental changes, technological advances, and changes in corporate
governance (Gatzert & Martin, 2015; Javaid & Aslam, 2021; Tekathen & Dechow, 2013). Companies
must develop comprehensive and effective risk management systems to address these challenges. ERM
is a systematic approach to identifying, evaluating, and managing various strategic, operational, and
financial risks organizations face. This approach helps in risk mitigation and allows companies to
improve resource allocation more efficiently and use assets better (Hoyt & Liebenberg, 2011; Wu &
Olson, 2015).

On the other hand, the cigarette manufacturing and distribution industry in Central Kalimantan faces
very specific and urgent challenges that make implementing risk management crucial. The main
challenges faced include regulatory uncertainty that frequently changes, fluctuations in market demand
caused by anti-smoking campaigns, and intense competition in local and national markets. In addition,
companies in this industry must face significant operational risks, including supply chain disruptions
and raw material price volatility. The inability to manage these risks effectively can result in significant
financial losses, threaten business sustainability, and reduce a company's competitiveness in the
marketplace (Saeidi et al., 2019, 2021).

The dynamic business environment requires cigarette companies to develop an adaptive corporate
culture where employees are encouraged to innovate and quickly respond to market changes. However,
many cigarette companies must implement practical risk management principles to face emerging
challenges fully. Companies must deeply understand their customers' needs and preferences to design
appropriate products and marketing strategies to succeed. Maintaining an efficient supply chain ensures
product availability and minimizes production costs. Key factors such as product innovation, quality,
and customer relationships must also be managed strategically to build and maintain a competitive
advantage in a highly competitive market (Nonaka et al., 2014). A solid organizational culture supports
ERM implementation (Kimbrough & Componation, 2009; Thomya & Saenchaiyathon, 2015). A culture
that supports ethical and strategic decision-making can strengthen a business mission and increase
organizational efficiency (Taneja et al., 2015). Adjustments to organizational culture can improve
overall company performance by supporting better adaptation to change and challenges (Handari
Wahyuningsih et al., 2019; Majeed et al., 2021). Measuring company performance, often carried out
through financial ratios such as Return on Assets (ROA), is essential for assessing the effectiveness of
operational management. A decline in financial performance often indicates a loss of competitive
advantage, which can negatively impact a company's position in the market (Shahnia et al., 2020).
Research shows that a good risk management strategy and an effective business strategy significantly
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contribute to a company's competitive advantage and long-term performance. (Majid et al., 2022;
Saputra et al., 2023; Yang et al., 2018a) Thus, implementing practical risk management principles and
adapting organizational culture becomes critical to ensuring success and sustainability. Companies in
this challenging industry (Otero Gonzalez et al., 2020; Sax & Andersen, 2019).

This research used a case study approach to explore the application of risk management as a strategy to
increase competitive advantage in cigarette manufacturing and distributor companies in Central
Kalimantan. This research explores the application of risk management as a strategy to increase
competitive advantage in Central Kalimantan cigarette manufacturing and distributor companies. The
main objectives of this research can be categorized into two research questions (RQ), namely:

RQ1.: Identifying the influence of implementing ERM on achieving CA in the company.
RQ2: Identifying the influence of organizational culture towards ERM and CA in the company.

This research is expected to provide significant contributions both academically and practically.
Academically, this research will enrich the literature on risk management and business strategy,
focusing on cigarette companies in Central Kalimantan. The results of this research will provide new
insights into how ERM can be implemented effectively to increase a company's competitive advantage.
Practically, the findings of this research can be used by managers and decision-makers in cigarette
companies to design and implement better risk management strategies. Thus, this research is helpful for
academics and practitioners in related companies, helping them to face business challenges better and
achieve long-term sustainability (Anton & Nucu, 2020; Nonaka et al., 2014).

LITERATURE REVIEW
Enterprise Risk Management (ERM)

ERM is a comprehensive approach to understanding and managing a company's risks systematically
and systematically. The main goal of ERM is to ensure that business strategies are aligned with
established risk tolerances and improve understanding of risks that may affect company performance
(Tan & Lee, 2022). ERM covers a variety of processes, including risk identification, risk assessment,
development of risk management strategies, implementation of risk management measures, and
ongoing monitoring and review (Jankensgard, 2019; Ricardianto et al., 2023; Yang et al., 2018a). The
main advantage of ERM is its ability to respond to the dynamics of changing business environments,
enabling companies to identify and respond to risks that are new or develop over time (Jankensgard,
2019). Through a thorough understanding of risk, companies can design more adaptive and responsive
strategies to changing market conditions (Olaniyi et al., 2023; Wong, 2020). Apart from that, ERM also
provides benefits by increasing resilience to risk, reducing potential financial losses, protecting the
company's reputation, and maintaining stakeholder trust (Crovini et al., 2021).

According to Hristov et al. ( 2024), ERM can help companies achieve their strategic goals by identifying
and managing risks that can affect these achievements. In addition, ERM also contributes to company
performance through effective financial risk management, which can protect asset value, optimize
financial performance, and create stability amidst changing market conditions (Anton & Nucu, 2020;
Noradiva Hamzah et al., 2022; Titman et al., 2017).
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According to the ISO 31000:2009 standard, risk and risk management are intended to resolve
inconsistencies and ambiguities among the various existing approaches and definitions (Wicaksono,
2020). Exemplary ERM implementation involves analyzing risk behavior, recognizing and prioritizing
risks, and determining which risks are acceptable and should be avoided (Aryista Dewi et al., 2024).
COSO (2004) states that ERM helps align risk appetite and strategy, improve response to risk, integrate
management ideas, strengthen corporate governance, reduce operational surprises and losses, gain
opportunities, and reduce undesirable performance.

As corporate risk management evolves, ERM seeks to overcome the shortcomings of traditional risk
management methods by shifting the focus from defensive risk management to a broader strategic
perspective (Elsayed et al., 2011; Hoyt & Liebenberg, 2011; Kraus et al., 2023). The definition of ERM
by COSO (2004) highlights that ERM is a process that is influenced by directors, managers, and other
staff; applied in strategic environments and across the enterprise; designed to recognize events that may
have an impact, as well as address risks so that they can be managed and provide reasonable assurance
in achieving objectives (COSO, 2014).

Competitive Advantage (CA)

CA is a concept that refers to the ability of a company to outperform its competitors through the creation
of more value. Suitable for customers can achieved with various methods. According to Kotler and
Armstrong (2017), excellent competition is obtained by offering marks to consumers, fine through
higher prices, or with possible benefits, and companies set higher prices . This matter means a company
that owns superior competitive capable of doing something very well that differentiates it from
competitors (Schermerhorn et al., 2011; Smith & Wright, 2004).

Potjanajaruwit (2018) categorizes competitive advantage into three main types, namely:

° Cost advantage, where a company can produce goods or services at lower costs than
competitors
° Product or service differentiation, where a company offers a unique or different product or

service that is of higher value to customers

° Responsiveness to market segment needs, where the company can meet the specific needs of
the targeted market segment more effectively than competitors.

Porter(1985) introduces character draft superiority competitive in his book "Competitive Advantage:
Creating and Sustaining Superior Performance." Porter stated that competitive superiority is the essence
of performance companies in competitive markets and can be achieved by implementing generic
strategies like leadership cost, differentiation, or focus. Superiority is competitively achieved when a
company is capable of implementing the creation strategy value that is not implemented in a way
simultaneously by competitors (Agha et al., 2011)

La Hatani ( 2013)added that competitive advantage is rooted in company performance and is greatly
influenced by unique resources and capabilities that competitors cannot imitate. In this case, the
company's ability to integrate supply chain management systems can also open up strategic
opportunities to create a competitive advantage that supports company performance (Sukati, 2018).

Hidayatullah et al. (2019)and Annarelli et al. (2020) state that competitive advantage involves factors
or characteristics that differentiate a company from its competitors and provide significant value to
customers. This differentiation creates more customer value and can support higher pricing, increase
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profit margins, and improve the company's financial performance. Competitive advantages can attract
investment and talent, as companies with these advantages become more attractive to investors and
potential qualified employees (Saeidi et al., 2019, 2021).

Other research reinforces the importance of competitive advantage in corporate strategy, showing that
effectively utilizing it in strategic decision-making can help a company maintain its position in the
market and improve overall performance (Azeem et al., 2021). For example, Poulis et al. (2013) pointed
out the critical role of information and communication technology in achieving competitive advantage,
especially in the shipping industry. Kuo et al. (2017) found that dynamic capabilities positively correlate
with competitive advantage.

Relationship Between ERM and CA

ERM has gained significant attention in recent years due to the importance of effective risk management
in achieving a competitive advantage. ERM is considered a fundamental paradigm in managing the risk
portfolio faced by a company (Anton, 2018). Effective risk management practices can reduce
uncertainty in decision-making, create value for the company, and minimize negative impacts on
company performance both currently and in the future. (Faisal & Hasan, 2020)In this context, ERM is
considered a strategic asset that can generate competitive advantages for the company, according to the
Resource-Based View (RBV) theory developed by Wernerfelt (1984)and Barney (1991). RBV
emphasizes that a company's unique and challenging to imitate internal assets and competencies can
provide competitive advantages (Nikmah et al., 2021). Therefore, ERM can be considered a strategic
asset that supports the achievement of competitive advantage by improving the company's capital
distribution and investment opportunities (Beasley et al., 2023; COSO, 2014).

Additionally, in-depth knowledge of risks in a particular sector can enable companies to manage those
risks more effectively compared to their competitors, which in turn will improve the company's ability
to handle opportunities and risks and adapt quickly to market changes (Asija & Ringov, 2021; Meidell
& Kaarbge, 2017; Nocco & Stulz, 2006). Managing risk well in dynamic and complex markets, such
as global financial markets, can provide a significant competitive advantage (Ahmed et al., 2022; Brown
& Eisenhardt, 1998; Harrington & Doerpinghaus, 1993).

Furthermore, effective ERM implementation helps companies respond to unexpected threats, ensure
flexibility, and exploit existing opportunities, enabling companies to gain a competitive advantage
(Armeanu et al., 2017). ERM also plays a role in smoothing income volatility and reducing the impact
of the financial crisis, ultimately improving company performance (Ashraf et al., 2017; Gunawan &
Widodo, 2022; Yang et al., 2018b). Therefore, organizations that implement strong ERM practices will
be better able to overcome challenges and achieve a sustainable competitive position in the market
(Annamalai et al., 2018; Saeidi et al., 2019).

METHODOLOGY
Research methods

The research method used in this research is a case study approach. This approach was chosen to provide
an in-depth and contextual understanding of how implementing risk management can influence a
company's competitive advantage in cigarette manufacturing and distribution in Central Kalimantan.
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The case study method allows researchers to explore phenomena in detail by thoroughly analyzing
specific situations and relevant variables in the context of the company under study.

This qualitative research uses a naturalist approach to understanding human behavior in its context. Its
focus is only on the cigarette company studied, taking into account the policies that apply in the
company, including the existing culture and governance. This research is also based on the experience
and knowledge of the management of a cigarette company. Therefore, the results of this study may only
be directly applicable to companies within the context of this study.

This research involved in-depth interviews with three key informants from the company: a branch
manager, a sales supervisor, and a finance and accounting manager. These interviews were conducted
to understand the company's risk management practices, the challenges encountered, and their influence
on its competitive advantage. The researcher is the third informant's colleague, employed by the same
company. This existing professional relationship enabled a comfortable and open dialogue, allowing
for candid discussions and deeper insights into the company's operations. The researcher's familiarity
with the company's culture and context also aided in formulating relevant questions and interpreting the
responses accurately. As a result, the interviews provided rich and detailed data on the company's risk
management practices and their impact on competitive advantage.

Researchers identified and analyzed data through these interviews to determine three coding stages. The
first stage involved initial coding, where information from the interviews was categorized based on the
emerging main themes. The second stage is the coding axial, where the relationships between categories
are analyzed to understand how the various elements of risk management are related to each other. The
third stage is selective coding, where the focus is shifted to determining the main themes and significant
patterns that describe the application of risk management in the context of competitive advantage. This
method is expected to produce in-depth and comprehensive insight into risk management practices in
the companies studied.

Interview Method

This research explores the application of risk management using qualitative methodology through a
case study approach in cigarette companies operating in Central Kalimantan. The main focus of this
discussion is how implementing risk management contributes to increasing a company's competitive
advantage. This research adopts a framework that includes identifying and analyzing relevant risks in
the context of cigarette companies, considering the specific practices implemented by companies in
facing market challenges. The discussion in this paper involves systematic interviews with three key
informants: a branch manager, a sales supervisor, and a finance person accounting manager. The
selection of informants was based on their strategic role in managing and implementing risk
management policies in the company. By understanding their perspectives, this research seeks to reveal
how risk management is integrated into corporate strategy and its impact on competitive advantage.
The types and criteria of informants can be seen in Table 1.
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Table 1

Research Informant Data

Position Criteria
Responsible answer on management branch in a way overall.
Branch Manager (BM) Implement risk management policies at the branch level.

Take decisions in the operational branch.
Manage the sales team and be responsible for achieving sales targets.
Sales Supervisor (SS) Ensure the implementation of risk strategies in sales operations.

Have a deep insight into market dynamics and consumer behavior.

Responsible for the company's financial management and accounting.

Finance Accounting We are carrying out a strategic financial analysis to support the
Manager (FAM) implementation of risk management.

Oversee compliance with applicable financial policies and regulations.

Analysis

This qualitative research, utilizing theoretical elaboration, delves into the role of risk management in
enhancing the competitive advantage of cigarette companies in Central Kalimantan. A case study of a
leading cigarette company in the region was conducted to enrich existing theories with empirical
findings. The company's strategic approach involves tailoring its products to diverse consumer
segments, employing dynamic marketing strategies, and organizing engaging events to strengthen its
market position. Through semi-structured interviews, insights were gained into the company's risk
management practices, including distribution strategies, regulatory compliance, price competition
mitigation, contingency planning, internal control mechanisms, performance evaluation, customer
retention, and human resource management. This analysis aims to understand better how risk
management can be leveraged to achieve sustainable competitive advantage in the dynamic cigarette
industry.

Example Interview Questions:

° How does your company ensure that product distribution remains effective and continues in
one of the distribution chains?

o To what extent do government regulations influence your company's marketing strategy?
. How does your company minimize the risks of price competition and product availability?
. Has your company prepared a strategy to face regulatory risks that could lead to business

closure? How to?
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Coding Process

The author employed a three-tier coding system to analyze interview data. First-stage open coding
identified relevant risk management and competitive advantage comments within transcripts. Second-
stage axial coding grouped these codes into specific categories and explored their relationships. Finally,
selective coding synthesized these categories into central themes, demonstrating how risk management
enhances competitive advantage within Central Kalimantan's cigarette industry. This approach enriched
existing theories by providing a more profound, empirical understanding of these practices.

Data Validity / Validity Criteria

Data validity and reliability criteria were rigorously applied to ensure the research findings' accuracy
and reliability. Internal validity was achieved through data triangulation involving interviews with key
informants, direct observation, and document analysis. This multi-faceted approach allowed for the
cross-verification of information and the identification of potential biases. External validity was
established by grounding the research in widely recognized risk management principles, suggesting that
the findings can be generalized to other business contexts. Reliability was ensured through consistent
data collection and analysis procedures, including triangulation and verification techniques. This
approach minimized the risk of error and bias, enhancing the replicability of the research results.

Figure 1

Triangulation of Three Data Sources

/ Branch Manager \

Finance Accounting
Manager

F
v

Sales Supervisor

FINDINGS

The following are several significant findings from the literature review and theoretical basis. The
results of the author's qualitative research also support the following findings.

Competitive Advantage (CA)

Competitive advantage is the primary key for a company to stand out in a highly competitive market.
To achieve this, companies must focus on several crucial elements: product availability, practical
marketing activities, and customer segmentation. Each element is essential in establishing and
maintaining a superior competitive position. Here are some of these elements:
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Product Availability:

Companies must ensure that their products or services are consistently available and meet customer
needs (Hosno & Yashima, 2020; Min-Jung Kim, 2018). Good product availability helps build customer
trust and satisfaction (Cheng et al., 2020).

Product availability is fundamental to competitive advantage, especially in dynamic and uncertain
markets. Gaur and Park (2007) developed a model showing that consistent and responsive product
availability strongly influences consumer behavior and choices. This model shows that retail
competition and asymmetric consumer learning can influence service levels and market share so that
timely product availability and according to customer needs is essential to increase customer satisfaction
and loyalty. This research is supported by a study by Puma-Flores and Rosa-Diaz (2024), which shows
that increasing value chain efficiency through optimal product availability can improve a company's
overall performance. This is also based on the results of the following interviews with BM and SS.

BM: "We always try to ensure consistent product availability to meet market demand. When our
products are available on time, we can avoid out-of-stock situations that can cause customer frustration
and lost sales opportunities. We also coordinate closely with the distribution team to ensure that the
product delivery process to customers runs smoothly and according to schedule."

SS: "One of the most important aspects of our work is ensuring that products are available in the field
on time. We are often faced with the challenge of fluctuating demand, and the systems we use to track
inventory are very helpful in responding quickly to changes in demand. When products available
without interruption, we see an immediate positive effect on customer satisfaction. This increase in
satisfaction also leads to higher customer loyalty.”

Effective Marketing Activities

Effective marketing involves attracting customer attention, promoting products or services, and
building a brand. It includes advertising, sales promotions, and a planned marketing strategy (Jayawarna
et al., 2014). A well-planned and innovative marketing strategy can create a significant competitive
advantage (Duffett et al., 2018; Mark Onu et al., 2020).

Practical marketing activities serve as a strategic tool to optimize competitive advantage. Utilizing
Porter's value chain framework (Herigbaldi et al., 2023), this study compares brick-and-mortar and
click-and-mortar distribution models and proposes improvements to enhance overall performance. This
shows that an integrated and innovative marketing strategy can improve the company's operational
performance. Hosono and Yashima (2020)also emphasize the importance of high-quality products and
sophisticated human resource management in creating competitive advantages. Their research shows
that quality marketing activities can significantly influence consumer perceptions and purchasing
decisions. Additional research by Kim (2018) underscores the critical role of technology and interfirm
networks in new product development, emphasizing the need for effective marketing in managing
technological and volume uncertainty to gain a competitive advantage. This is also consistent with the
interview results of BM and SS.

BM: "We focus on well-planned and innovative marketing strategies to capture customer attention and
strengthen our brand. Since implementing this approach, we have increased customer engagement and
sales. We believe that effective marketing is critical to creating a competitive advantage. We also pay
attention to the importance of product quality and human resource management in improving our

63



Journal of Business Management and Accounting, Vol. 15, Number 1 (January) 2025, 55-78

operational performance. By leveraging the right technology and network, we can adapt our strategy
to remain relevant in a competitive market."

SS: "We find that integrated and innovative marketing activities are critical to attracting customer
attention and increasing sales. A good campaign can strengthen our brand and differentiate us from
competitors."

Customer Segmentation:

Customer segmentation divides a market into smaller groups with similar needs and characteristics,
allowing companies to effectively direct their marketing efforts (Prikshat et al., 2023; Puma-Flores &
Rosa-Diaz, 2024). The right approach to customer segmentation can increase customer loyalty and the
value of relationships (Mohammadzadeh et al., 2017; Skarmeas et al., 2016).

Customer segmentation allows companies to tailor their offerings to the specific needs of various
customer groups, increasing marketing effectiveness. Jayawarna et al. (2014)found that entrepreneurial
behaviors such as innovation and market research were more effective than traditional marketing
techniques in the context of new ventures. Skarmeas et al. (2016) add that specific investments in
relationships and an exporter's cultural sensitivity can influence relationship value and customer loyalty,
which is especially important in international markets. This research is also supported by
Mohammadzadeh et al. (Mohammadzadeh et al., 2017), which shows that distribution strategies tailored
to different market segments can increase the marketing success of cosmetic products. Research by
Prikshat et al. (2023) also underscores the importance of artificial intelligence (Al) applications in HR
management to personalize customer experiences and increase loyalty.

SS: "Customer segmentation is very important to us. By dividing the market into smaller groups with
similar needs, we can focus more on directing our marketing efforts. This allows us to customize our
offers and increase the effectiveness of our campaigns. We have seen an increase in loyalty and value
Customer relationships because of this more targeted approach.”

BM: "I strongly support customer segmentation. Customer segmentation helps us understand the
specific needs of different groups, so we can better tailor our products and services. This is in line with
what research has found that proper segmentation increases marketing effectiveness and customer
loyalty. We also leverage technology to personalize customers' experiences and enhance their
relationships with our brands."

By focusing strategies on optimal product availability, integrated marketing activities, and effective
customer segmentation, companies can create significant added value and strengthen their position in
the market. Focused efforts on these three elements are the foundation for achieving and maintaining
sustainable competitive advantage in a competitive business environment.

Another critical factor that can play an essential role in companies developing CA is the supply chain.
The supply chain is a network that connects producers with end consumers and has a crucial role in
cigarette companies by maintaining operational efficiency and ensuring products are available on time
on the market. Effective supply chain management helps optimize costs, increases the speed of response
to market demands, and improves customer service, all of which contribute to a company's competitive
advantage (Ouabouch & Pache, 2014).

Price is an essential factor in cigarette companies that must be managed carefully, considering the
annual price increases. Efficient supply chain management can help companies deal with price and cost
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fluctuations. With proper management, companies can reduce operational costs and increase
profitability despite increasing price pressures. Effective internal audits also play an important role in
supply chain management, identifying and reducing unnecessary costs, thereby helping companies
manage prices and profit margins (Jarah et al., 2022; Utari et al., 2022).

Long-term strategies focusing on achieving company goals, such as building customer loyalty, are
critical to maintaining competitive advantage. Research shows supply chain optimization and risk
management play a role in creating competitive advantage and influencing corporate decision-making.
By prioritizing effective supply chain management, companies can better respond to changing markets
and customer needs, ultimately building customer loyalty (Tewu et al., 2024). This long-term strategy
also includes adapting to market changes and ensuring products are available according to customer
demand. The benefits of the supply chain are to the results of interviews from the following three
informants:

SS: "Supply chain management is crucial in a cigarette company. We need to ensure products are
available on time in the market to maintain customer satisfaction and competitive advantage. With an
efficient supply chain, we can respond to market demand more quickly and reduce operational costs,
despite ingredient prices Raw materials often experience fluctuations. This also helps us maintain
competitive selling prices."

BM: "Yes, good supply chain management helps us optimize costs and improve operational efficiency.
We prioritize a long-term strategy that focuses on managing the supply chain to build customer loyalty
and deal with price pressures. Effective management also allows us to reduce costs and increase
profitability , while ensuring products are always available according to demand."

FAM: "From a financial point of view, efficient supply chain management helps us in controlling costs
and increasing profit margins. Internal audit plays an important role in identifying and reducing
unnecessary costs. With a good supply chain management strategy, we can deal with price fluctuations
and costs better, ultimately supporting the company's goals of achieving competitive advantage and
customer loyalty."

Thus, efficient supply chain management is essential in achieving and maintaining a company's
competitive advantage. Good risk management, effective pricing strategies, and a focus on long-term
strategies to build customer loyalty all contribute to a company's success in maintaining its competitive
position in the market. Companies can meet pricing challenges and build strong customer relationships
through effective internal audits and sound risk management strategies, supporting their competitive
advantage.

The discussions and results of interviews show that the key to achieving competitive advantage lies in
a deep understanding of customers, supply chain efficiency, price management, and long-term strategy.
The primary focus in operational strategy involves product availability, effective marketing, and
customer segmentation, while important corporate strategy aspects include supply chain and price
management. This discussion will outline how these elements are interrelated and contribute to a
company's success in maintaining its competitive position.
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Table 2

Competitive Concept Advantages from Interview Results

Third Order

Coding Second Order Coding First Order Coding
Product availability: Ensuring products
are available to consumers to maintain
loyalty and prevent switching to
competing products.
Operations: The day-to-day
activities of a company, including Marketing (marketing): Activities to
production, sales, marketing, and attract and retain customers, including
how operations contribute to promotions and loyalty programs.
Customer focus: competitive advantage. _ o
To develop Customer s_egmentatlon: Dividing B
compelling customer_s mto groups based on specific
products and characteristics like age and product
marketing preferences.

strategies, tobacco
companies must
understand
customers' needs
and preferences.

Importance of an efficient supply
chain: An efficient supply chain is
essential to ensure product
availability and minimize costs.

Supply chain: The network involved in
delivering a product from the
manufacturer to the final consumer.

Price: An essential factor in cigarette
companies, with annual price increases
needing to be managed carefully.

Corporate strategy Long-term strategy: An approach that

focuses on achieving a company's long-
term goals, such as building customer
loyalty.

Operational aspects, including product availability, marketing, and customer segmentation, are essential
in creating and maintaining competitive advantage. Product availability is crucial in maintaining
customer loyalty and preventing switching to competing products (First Coding ). This is supported by
research showing that consistent product availability can increase customer satisfaction and strengthen
market position (Hosno & Yashima, 2020). Effective marketing, including promotions and loyalty
programs, as well as appropriate customer segmentation, helps companies attract and retain customers
in a more targeted manner (First Coding; Second Coding ). SS and BM stated that integrated marketing
and good segmentation strategies can increase customer loyalty and the effectiveness of marketing
campaigns. Focusing on customers allows companies to understand their needs and preferences, which
helps develop more effective products and marketing strategies ( Third Coding ). Effective marketing,
including promotions, loyalty programs, and good customer segmentation, is essential in attracting and
retaining customers (Jayawarna et al., 2014). Proper segmentation allows companies to tailor their
offerings to the specific needs of customer groups, increasing marketing campaigns' effectiveness
(Prikshat et al., 2023).
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The Importance of Supply Chain and Price Management. An efficient supply chain ensures product
availability and minimizes costs (Ouabouch & Pache, 2014). According to BM, good supply chain
management allows companies to respond quickly to market demand and keep operational costs low.
Additionally, effective price management is essential in the face of annual price increases and
fluctuating raw material costs (Jarah et al., 2022). FAM emphasized that efficient supply chain
management can help companies deal with fluctuating raw material prices and keep selling prices
competitive. Long-term strategies that focus on achieving company goals, such as building customer
loyalty, are essential in maintaining competitive advantage (Tewu et al., 2024).

Long-term strategies that focus on achieving company goals, such as building customer loyalty, are
critical to maintaining competitive advantage (Tewu et al., 2024). BM and FAM emphasize the
importance of long-term strategies in dealing with price pressures and building customer loyalty. By
integrating these strategies, companies can manage market challenges effectively and ensure long-term
success.

Overall, the results of interviews and research show that success in cigarette companies depends on an
effective combination of operational aspects, supply chain management, price management, and long-
term strategy. Customer focus and efficient management of all these elements enable the company to
maintain a competitive position in a dynamic market.

Enterprise Risk Management (ERM)

ERM is a vital element that functions as a foundation for companies in identifying, analyzing, and
responding to various risks that can affect achieving company goals. In cigarette companies, external
risks, such as government regulations, are a significant challenge that can significantly impact the
company's operations and marketing strategy. Ever-evolving and often stringent regulations force
companies to proactively manage these risks to maintain operational sustainability and a competitive
position in the marketplace (Aryista Dewi et al., 2024).

Apart from external risks, companies also face internal risks, including operational risks and risks
related to human resources. Operational risks, such as supply chain disruptions or production process
errors, can affect a company's operational effectiveness and, ultimately, its performance. Effective risk
management can help companies reduce the impact of these risks while increasing operational
efficiency and profitability. A study by Ricardianto et al. (2023)shows that exemplary ERM
implementation can strengthen competitive advantage, supporting better company performance.

Risk management is vital in integrating sustainability strategies with long-term business goals in
companies committed to sustainability. Research by Dewi et al. (2024)shows that the effectiveness of
risk management can strengthen the relationship between sustainability performance—including
economic performance and Environmental, Social, and Governance (ESG) aspects—and a company's
competitive advantage. With proper risk management, companies can better navigate market and
regulatory uncertainty while focusing on long-term value creation. The following are some answers
from the three informants who support each other regarding the critical role of ERM.

BM: "Risk management is very important to us, especially in a cigarette company that is highly
regulated by the government. New regulations can suddenly emerge and directly affect our operations.
We must always be ready to identify these risks and adjust our strategy to remain compliant regulations
without sacrificing productivity or profitability. So, risk management is key to ensuring business
continuity."”
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SS: "Government regulation is one of the biggest external risks we face, especially because regulations
regarding prices and distribution are constantly changing. Apart from that, competition in the market
is also very tight. We must always be alert and quick in responding to these changes. For this reason,
we frequently conduct risk analyzes and coordinate with other teams to adjust marketing strategies to
remain competitive, without breaking the rules."

FAM: "One of the biggest challenges is managing operational risks, such as ensuring a smooth supply
chain and maintaining production efficiency. In addition, risks related to human resources are also
significant, especially in terms of employee rotation and skills development. We need to continuously
monitor and analyze potential risks This is to maintain the company's operational and financial
stability. A strong risk management strategy helps us in minimizing the negative impact of these risks
on the company's overall performance.”

Based on the analysis and results of interviews that have been conducted, it was found that risk
management is a critical element of company operations at cigarette companies. So, the following
concept can be produced:

Table 3

Enterprise Risk Management Concept from Interview Results

Third Order Coding Second Order Coding First Order Coding

Management risk is the process of
identifying, analyzing, and responding to
risks that could influence the achievement

. . of the company's objective.
The importance of risk

management in cigarette Government regulation: The main external
companies: Cigarette risk for cigarette companies can affect
companies face various Benefits of operational and marketing activities.

risks, such as strict Implementing ERM

government regulations External risks: Risks from outside the

and changing consumer company, such as regulatory and
preferences. competitive risks.

Internal risk: Risk from within the
company, such as operational and HR
risks.

From first-order coding, several essential factors have been identified, including risk management
processes, government regulations as external risks, and internal risks related to operations and human
resources. Risk management includes identifying, analyzing, and responding to potential risks that can
affect the achievement of company goals.

Second-order coding consolidates these factors into one central theme, "The Benefits of Implementing
ERM." This emphasizes that risk management is not only a process that must be carried out separately
but must also be integrated into every aspect of the company's operations. Companies must proactively
manage risks, especially those from government regulations and market competition.

In third-order coding, it was found that risk management is critical for this unique cigarette company.
Tobacco companies face significant challenges, such as strict government regulations, changing
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consumer preferences, and pressure from the global market. Thus, effective risk management ensures
the company's success and sustainability. Companies in the cigarette business sector must be able to
anticipate and respond to various risks that arise to maintain competitive advantage and long-term
sustainability.

Thus, risk management serves as a mechanism to prevent and reduce losses and is an essential strategy
for creating and maintaining competitive advantage in the long term. The integration of comprehensive
risk management into a company's business strategy allows companies to be more adaptive to market
and regulatory changes, ultimately enhancing their ability to remain relevant and competitive in a
dynamic enterprise (Javaid & Aslam, 2021; Noradiva Hamzah et al., 2022; Tewu et al., 2024).

The Role of Organizational Culture as a Link between Risk Management and Competitive
Advantage

Culture is essential in linking risk management with sustainable competitive advantage for the
company. Organizational culture includes the values, norms, and practices that shape employee
behavior and guide how they face challenges and opportunities. A solid and adaptive organizational
culture can significantly increase the effectiveness of risk management practices, thereby strengthening
a company's competitive position in the market.

Table 4

Enterprise Risk Management Concept from Interview Results

Third Order Coding Second Order Coding First Order Coding

Corporate culture: The values
Culture Company and norms that shape employee

behavior within a company.
Adaptive company culture

and competent human Operations: The day-to-day Performance evaluation: The
resources: A dynamic activities of a company, including process of assessing the
business environment production, sales, marketing, and  effectiveness of sales and
requires cigarette how operations contribute to marketing activities to identify
companies to have an competitive advantage. areas of improvement.
adaptive company culture,
Where employees are Human resources (HR)
encouraged to innovate and  Management of employees, Human resources (HR):
respond quickly to changes. including recruitment, training, Management of employees,
and development, and the role of  including recruiting, training,
HR in building competitive and development.
advantage.

Company Values and Norms

The values and norms embedded in a company's culture determine how employees understand and
respond to risk. A culture of vigilance and responsibility will grow when these values align with
proactive risk management. For example, companies prioritizing transparency and ethics will be more
likely to encourage open communication about potential risks, allowing for timely and effective
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responses. This alignment between cultural values and risk management practices ensures that risks are
managed to support long-term competitiveness (Javaid & Aslam, 2021).

Performance Evaluation

The performance evaluation process is critical to assessing the effectiveness of sales and marketing
activities, which is an integral part of maintaining a competitive advantage. A culture emphasizing
continuous improvement and accountability can encourage more rigorous and in-depth performance
evaluations. By systematically identifying areas that need improvement, companies can refine their
strategies and operations to manage risk better and improve their position in the market. For example,
the integration of risk management in performance evaluation can help identify deficiencies in strategy
execution, which then results in more intelligent decision-making and sustainable competitive
advantage (Ricardianto et al., 2023).

Human Resources Management (HR)

Human resource management is another crucial aspect of organizational culture that influences the
success of risk management. Employee recruitment, training, and development are critical to equipping
the workforce with the skills and knowledge to deal with risk effectively. A culture that values
continuous learning and adaptability ensures that employees are prepared to manage uncertainty,
supporting the company's ability to maintain its competitive advantage. Effective HR management
practices aligned with risk management strategies can also increase employee engagement and
commitment, further strengthening a company's competitive position (Javaid & Aslam, 2021; Tewu et
al., 2024). Discussion about the organization This culture can be seen in several quotes from interviews
with the three informants as follows:

BM: “The company culture at our branch places a strong emphasis on openness and collaboration. We
believe that this culture is very important in risk management. For example, we motivate all employees
to report potential risks without fear. This allows us to immediately identify and address any problems
that may arise. In this way, we can minimize internal and external risks that may affect our operations.
In addition, a company culture that supports innovation helps us in dealing with strict government
regulations, such as bans on cigarette promotions. We can adapt and find new ways to promote our
products effectively by exploiting existing gaps.”

SS: “When we face the risk of low goods availability, our company culture encourages the team to take
immediate countermeasures, such as increasing stock and communicating with distributors. This
ensures that we can maintain product availability and avoid losing customers. A culture that supports
collaboration and effective communication allows us to address risks quickly and maintain our
competitive advantage.”

FAM: “With a company culture that supports HR development, we can ensure that all employees are
ready to face risks that may arise. This not only helps in maintaining operational stability, but also
contributes to the company's ability to maintain a competitive edge in the market. For example, by
preparing employees to face regulatory risks, we can maintain the continuity of company operations

>

and continue to adapt to existing changes.’

So, the relationship between ERM, CA, and organizational culture is visible in the following picture.
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Figure 2

Relationship Between ERM, CA, and Organization Culture

Enterprises Risk Competitive
Management Advantage :
(Identification (Product, Marketing,

Analysis, Response) Supply Chain, Price,

N

Organization Culture

(Values, Norms, HRM,
Performance Evaluation)

As such, organizational culture is a fundamental factor that bridges risk management and competitive
advantage. By embedding solid cultural values, rigorous performance evaluation, and effective human
resource management into the organizational structure, a company can ensure that its risk management
efforts contribute significantly to sustained competitive advantage in the marketplace.

DISCUSSION

The results of this research provide an in-depth understanding of how the implementation of Enterprise
Risk Management (ERM) and organizational culture influence the achievement of competitive
advantage (CA) in companies. Study This effectively answers the two research questions (RQ)
submitted.

For RQ1, which focuses on the influence of the application of ERM on CA achievements in the
company, the results show that ERM implementation effectively significantly influences CA
achievement. The study identifies external management risks, like changes in regulations and
government and market fluctuations, and internal risks, including challenging operations and problems
related to Power humans, are critical in reaching CA. For example, results show that companies
implementing ERM with Good capability reduce the risk of being out of stock, which impacts the
availability of products, improves effective activity marketing, and segments more customers (Aryista
Dewi et al., 2024). Management process structured and proactive risks possible company To mitigate
risks influencing their operations and market position, ultimately strengthening Power's competitive
advantage. Studies also reveal that management strategy integrated risk with objective company
contributes to efficiency, more operational height and retrieval, more decisions OK, and more CA
achievements Good (Ricardianto et al., 2023).

Meanwhile, for RQ2, which explores the influence of culture organization towards ERM and CA,
results show that culture organization's impact is significant in connecting ERM implementation with
CA achievement. An organizational culture supporting risk management and operational excellence is
essential for ERM effectiveness. Research findings show that corporate values that support innovation,
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performance assessment based on risk management, and effective human resource management all
contribute to the successful implementation of ERM and strengthening (Hosno & Yashima, 2020) CA.
Companies with a culture that encourages adaptation and innovation can better manage risk and respond
to market challenges, positively impacting their competitive position. This research shows that an
organizational culture aligned with risk management strategies helps create an environment that
supports CA achievement, with better risk management being one of the leading indicators of success
in maintaining and strengthening competitive advantage (Javaid & Aslam, 2021).

Overall, this research comprehensively answers both research questions by revealing how ERM and
organizational culture influence each other in the context of achieving competitive advantage in
companies. This research provides empirical evidence supporting the importance of integrating risk
management and organizational culture in corporate strategy to achieve and maintain a superior
competitive position.

CONCLUSION

The conclusions of this research reveal that achieving and maintaining a competitive advantage in
cigarette companies relies heavily on a holistic approach involving several vital factors. Consistent
product availability is the main foundation for maintaining customer satisfaction and ensuring a strong
market position. Effective and innovative marketing, which includes careful customer segmentation
strategies, plays an essential role in differentiating a company from competitors and strengthening
customer loyalty. Additionally, efficient supply chain management significantly reduces operational
costs and increases distribution effectiveness, supporting price stability and profit margins.

Then, effective risk management is crucial in identifying, evaluating, and overcoming risks that may
arise from external factors, such as changes in government regulations and market fluctuations, and
internal risks, such as operational disruption and financial uncertainty. Good risk management allows
companies to mitigate negative impacts and take advantage of existing opportunities, maintaining
company continuity and growth.

However, all these factors can only reach their full potential with the support of a solid organizational
culture. A good organizational culture strategically creates a work environment that supports
innovation, collaboration, and adaptation. Organizational values such as commitment to quality, work
ethic, and flexibility greatly influence how a company responds to market changes and internal
challenges. For example, a culture that supports innovation and continuous learning will encourage
employees to develop creative solutions to problems and take advantage of new opportunities. In
addition, an open and communicative organizational culture will facilitate effective information
delivery and faster decision-making.

Organizational culture also plays a vital role in shaping employee attitudes and behavior, ultimately
influencing the implementation of supply chain and risk management strategies. A culture that
encourages employee involvement and responsibility can increase the effectiveness of managerial and
operational processes, strengthening a company's competitive advantage. Therefore, companies that
maintain competitive advantage can integrate their business strategy with a supportive organizational
culture, creating synergy between operational, managerial, and cultural aspects in achieving long-term
goals.
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FUTURE RESEARCH SUGGESTIONS

In an academic context, it is recommended that future research explore the relationship between risk
management and competitive advantage in different companies to understand the variability of impacts
that may arise from specific corporate contexts. Further research could also explore external factors that
influence risk management implementation, such as regulatory changes and market dynamics, to gain
deeper insight into how companies can adapt to a changing environment.

On the practical side, cigarette companies are advised to develop a more integrated risk management
approach, focusing on operational risks and considering external risks that can affect their competitive
advantage. Adaptive policies responsive to market and regulatory changes can help companies maintain
operational stability and increase competitiveness. In addition, companies must strengthen an
organizational culture that supports risk management by providing adequate training to employees and
building an effective communication system to identify and respond to risks quickly.
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