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Abstract:

The purpose of this study was to evaluate the fit of an organizational risk management model based on the Theory of
Constraints and examine the structural relationships among causal conditions, core category, inhibiting factors, contextual
factors, strategies, and outcomes. This study was applied in purpose and quantitative descriptive-survey in design with a
cross-sectional approach. The statistical population consisted of 205 accounting and financial professionals working in private
sector organizations in Pardis Technology Park, from which 126 participants were selected based on Morgan’s sampling table
using simple random sampling. Data were collected using a researcher-developed questionnaire consisting of 29 items
measured on a ten-point Likert scale. The validity of the instrument was confirmed through face, content, and construct
validity, and reliability was verified using Cronbach’s alpha and composite reliability. Data were analyzed using SPSS and
SmartPLS software and structural equation modeling. The results indicated that all factor loadings exceeded acceptable
thresholds and structural relationships among constructs were statistically significant. Path coefficients for causal conditions
(0.688), core category (0.700), inhibiting factors (0.701), contextual factors (0.610), strategies (0.638), and outcomes (0.652)
were all positive and significant. Model fit indices showed acceptable values, including Chi-square/df below 5, RMSEA below
0.10, SRMR below 0.08, and GFI, NDI, and CDI above 0.90, confirming good model fit. Confirmatory factor analysis results also
demonstrated strong construct validity. The findings confirmed that the organizational risk management model based on the
Theory of Constraints has acceptable fit and can serve as an effective framework for identifying, analyzing, and managing
organizational risks. The model contributes to improved decision-making quality, enhanced organizational coherence,
increased predictive capability, and improved overall organizational performance.
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Extended Abstract

Introduction

In the contemporary business environment, organizations are exposed to an increasingly complex range of risks arising
from financial volatility, technological disruption, operational uncertainties, and strategic challenges. Effective organizational
risk management has emerged as a critical function that enables organizations to identify, assess, and mitigate uncertainties
while enhancing organizational resilience and performance. Risk management is no longer viewed solely as a defensive
mechanism but rather as a strategic capability that contributes to sustainable performance, value creation, and competitive
advantage (Munyao et al., 2025; Sunaryo et al., 2025). Empirical evidence indicates that organizations with robust risk
management frameworks demonstrate improved governance, better decision-making processes, and enhanced
organizational stability, particularly in uncertain and rapidly changing environments (Bayi et al., 2025; Horvey & Odei-Mensah,
2025). In addition, effective risk management supports strategic alignment, improves transparency, and facilitates proactive
responses to potential threats and opportunities (Belhaj & Al Meriouh, 2025; Saki & Oztas, 2025).

The evolution of digital technologies, artificial intelligence, and data-driven systems has significantly transformed the
nature of organizational risks and their management. Modern risk management increasingly relies on advanced analytical
tools, intelligent decision-support systems, and predictive analytics to enhance risk identification and mitigation capabilities
(Mara et al., 2025; Singh, 2025). For instance, blockchain-based systems and intelligent risk management platforms provide
improved transparency, traceability, and predictive capabilities, thereby reducing uncertainty and enhancing decision-making
accuracy (Zhang et al., 2025). Furthermore, organizations operating in globalized and interconnected environments face risks
that extend beyond traditional financial and operational domains, including supply chain disruptions, technological
vulnerabilities, and systemic uncertainties, necessitating comprehensive and integrated risk management models
(Khalamandro, 2025; Taheri et al., 2025). These developments highlight the need for innovative risk management approaches
that consider systemic interdependencies, structural limitations, and organizational constraints.

One theoretical framework that offers a systematic and integrated approach to managing organizational performance and
risks is the Theory of Constraints (TOC). The Theory of Constraints conceptualizes organizations as interconnected systems
whose performance is determined by a limited number of constraints or bottlenecks. According to this theory, organizational
improvement requires identifying, managing, and optimizing these constraints to enhance overall system performance
(Omrani, 2022; Zineb, 2019). Unlike traditional management approaches that focus on optimizing individual components,
TOC emphasizes systemic optimization by addressing the key limiting factors affecting performance and efficiency (Otku,
2018). This systemic perspective aligns closely with risk management principles, as organizational risks often emerge from
structural weaknesses, operational bottlenecks, and systemic inefficiencies (Galli, 2019; Sarhadi, 2026).

The application of TOC in organizational contexts has demonstrated significant improvements in operational efficiency,
resource allocation, and decision-making processes. Research has shown that TOC-based approaches enhance organizational
performance by identifying critical constraints and optimizing resource utilization (Houshmand, 2019; Khoshrumoini et al.,
2025). In financial and accounting systems, TOC has been found to improve performance measurement, cost management,
and financial decision-making, thereby contributing to improved organizational risk management (Omrani, 2022; Seyyedi et

al., 2021). Furthermore, TOC-based models facilitate improved coordination, enhanced information flow, and reduced

uncertainty, all of which are essential components of effective risk management (Galli, 2019; Sarhadi, 2026).
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Despite the theoretical and practical relevance of TOC, its integration into comprehensive organizational risk management
frameworks remains limited. Traditional risk management models often address risks in isolation without fully considering
systemic constraints and interdependencies (Munyao et al., 2025; Sunaryo et al., 2025). Consequently, there is a need to
develop and empirically validate integrated risk management models that incorporate TOC principles to enhance
organizational resilience and performance. This study addresses this gap by evaluating the fit of an organizational risk
management model based on the Theory of Constraints.

Methods and Materials

This study employed a quantitative, applied, and descriptive-survey research design with a cross-sectional data collection
approach. The purpose of the study was to evaluate the fit of an organizational risk management model based on the Theory
of Constraints using empirical data collected from organizational professionals.

The statistical population consisted of accounting and financial professionals working in private sector organizations within
Pardis Technology Park. These professionals included accounting managers, financial supervisors, and financial deputies who
were directly involved in financial management and risk-related decision-making processes. Based on the population size of
205 individuals, a sample size of 126 respondents was determined using Morgan’s sampling table, and a total of 139
questionnaires were distributed to account for potential non-response.

Data were collected using a researcher-developed questionnaire consisting of two main sections. The first section included
demographic variables such as gender, education level, and work experience. The second section consisted of 29
measurement items designed to assess six latent constructs, including causal conditions, core category, inhibiting factors,
contextual factors, strategies, and outcomes. The items were measured using a ten-point Likert scale to enhance
measurement precision and sensitivity.

The validity of the instrument was assessed using face validity, content validity, and construct validity. Construct validity
was evaluated through confirmatory factor analysis. Reliability was assessed using Cronbach’s alpha and composite reliability
indices, both of which indicated acceptable levels of internal consistency.

Data analysis was conducted using SPSS and SmartPLS version 3. Descriptive statistics were used to summarize
demographic characteristics and variable distributions. Structural equation modeling using the partial least squares method
was employed to evaluate the measurement model and structural relationships among constructs. Model fit indices, factor
loadings, and path coefficients were analyzed to assess the validity and fit of the proposed model.

Findings

The results of the descriptive analysis indicated that the majority of respondents were male, held advanced academic
degrees, and possessed substantial professional experience, suggesting that the participants had adequate expertise to
evaluate organizational risk management practices.

The results of the normality test using the Kolmogorov—Smirnov test showed that the significance values for all variables
exceeded the threshold level, indicating that the data were normally distributed and suitable for further statistical analysis.

The confirmatory factor analysis results demonstrated that all measurement items had factor loadings above acceptable
thresholds, indicating strong relationships between observed indicators and their corresponding latent constructs. The factor
loadings for causal conditions, core category, inhibiting factors, contextual factors, strategies, and outcomes were all within

acceptable ranges, confirming the validity of the measurement model.
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Structural model analysis showed that all six constructs had significant path coefficients, indicating meaningful
relationships among the dimensions of organizational risk management based on the Theory of Constraints. The core
category and inhibiting factors exhibited particularly strong effects, highlighting their central role in risk management
processes.

Model fit indices confirmed the adequacy of the proposed model. The chi-square to degrees of freedom ratios were within
acceptable limits for all constructs. RMSEA and SRMR values indicated acceptable error levels, while goodness-of-fit indices
such as GFIl, NDI, and CDI exceeded the minimum acceptable threshold, confirming the overall fit of the model.

These findings demonstrate that the proposed organizational risk management model based on the Theory of Constraints
provides a valid and reliable framework for analyzing organizational risk management.

Discussion and Conclusion

The results of this study confirmed that the organizational risk management model based on the Theory of Constraints
demonstrated strong structural validity and acceptable model fit. The findings indicate that organizational risk management
can be effectively conceptualized and analyzed using a constraint-based systemic framework. This confirms that risk
management is closely related to the identification and management of system constraints that influence organizational
performance.

The findings revealed that causal conditions such as risk monitoring, risk identification, organizational policies, systemic
thinking, and adaptability play a critical role in improving organizational risk management. These factors enable organizations
to identify vulnerabilities and proactively manage risks before they escalate into major disruptions. Effective risk monitoring
and identification contribute to improved decision-making and enhanced organizational resilience.

The results also showed that the core category, including resource focus, coordination, and systemic integration, plays a
central role in risk management effectiveness. This finding highlights the importance of aligning organizational resources and
processes with critical system constraints to optimize performance and reduce risk exposure. Organizations that effectively
coordinate their activities and focus on critical constraints are better positioned to manage risks and improve performance.

The analysis also identified inhibiting factors, including structural, cultural, informational, and managerial barriers, as
significant challenges to effective risk management. These barriers limit organizational capacity to identify and respond to
risks effectively. Addressing these barriers is essential for improving risk management effectiveness and enhancing
organizational resilience.

Contextual factors such as organizational transparency, technological infrastructure, and organizational culture were also
found to influence risk management effectiveness. Organizations with strong technological capabilities and transparent
structures are better able to identify and manage risks effectively. These factors support improved information flow and
facilitate proactive risk management.

Strategic actions such as information-driven decision-making, organizational empowerment, and operational coordination
were also found to enhance risk management effectiveness. These strategies enable organizations to respond effectively to
risks and improve organizational performance.

Finally, the study confirmed that effective organizational risk management based on the Theory of Constraints leads to
improved decision-making, enhanced predictive capability, increased organizational value, and improved organizational

coherence. These outcomes demonstrate the practical relevance and effectiveness of the proposed model.
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Overall, the findings of this study confirm that the Theory of Constraints provides a robust and effective theoretical
foundation for organizational risk management. By focusing on system constraints and their impact on organizational
performance, organizations can develop more effective risk management strategies. The proposed model provides a
comprehensive and empirically validated framework that can be used by organizations to improve risk management
effectiveness, enhance decision-making, and strengthen organizational resilience.
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