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Abstract: The risk management model represents a decision-making process 
to identify, control and minimize the consequences of extraordinary incidents 
through various management techniques that vary according to the specifics 
of the entity. 

Public sector organizations are currently facing unprecedented challenges in 
how to tackle complex issues such as poverty, global warming, tax fraud, and 
global security. Combining the poor functioning of the public administration 
with the effects generated by the manifestation of risk, there is a need to develop 
a predictive management process to reduce the risk and increase the chances 
of performance.

The objective of this paper is to develop a risk management model in order to 
improve the public system and increase the efficiency and performance of the 
factors that increase citizens’ trust in the public administration.

The result of the research activity consists, both in the identification, adaptation 
and development of a new risk management model, as well as in its fictitious 
application and testing during the normal development of the activities of ter-
ritorial administrative units.

The developed model helps the organization by streamlining the procedures to 
be followed, determining a strong impact on the level of absorption of European 
funding, including the increase in the standard of living.
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1.	 INTRODUCTION

Risk management requires changing the management style used by entities, and involves 
dealing with the consequences of certain events, increasing the degree of achievement of 

objectives. If we are talking about a performing entity, it is strictly necessary that it is not limited 
to reactive management, as it is essential to identify risks, respectively, to establish and implement 
a risk management model.

The need to create a risk management model in the public sector is driven by many external and 
internal pressures. Some of the external pressures are common to all institutions and relate to 
audit bodies, institutional investors, and government regulators around the world. Other external 
pressures come from regulators and legislators who want to ensure that investors, as well as the 
financial system as a whole, are protected from undue risk.

The concern for risk management is not a new aspect nowadays. Each organization, but also 
each individual, that aims to achieve certain objectives, establishes the activities that lead to the 
achievement of the proposed goals and, at the same time, seeks to identify as many of the “threats” 
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that would prevent it from doing this work, to take the necessary measures in time. In other words, 
even if we are not familiar with the concepts of risk and risk management, we act countless times, 
consciously or not, in this sense.

Although intuition based on past experiences will never lose its importance, it proves to be com-
pletely insufficient when management must lead to performance. Therefore, the acquisition of a 
risk management model based on concepts and rules, unanimously accepted at the organizational 
level and approved at the international level, becomes an indispensable practice at the level of a 
current organization in the public sector.

The research methodology used to carry out the work and fulfill the objectives is bibliographic 
and analytical research, respectively empirical research being carried out and analyzed using 
qualitative or quantitative methods.

Risk management is nothing but the process of finding, controlling and minimizing (if not com-
pletely eliminating) the consequences of extraordinary incidents. It is essentially a decision-making 
process and consequently an action. Once a risk is observed, its analysis initiates procedures to 
minimize its negative effects through various management techniques that vary by scope.

2.	 IDENTIFICATION OF THE MAIN CONCEPTS INVOLVED IN THE ANALYSIS  
OF A RISK MANAGEMENT MODEL IN TERRITORIAL ADMINISTRATIVE UNITS

A management model can be established as a chain of decisions that are in a direct relationship 
and that are in a conditioning relationship. The decision-making process established within 
a management requires rationality, intelligence, respect for the decision-making method and 
collaboration with different specialists so that the decision taken promptly responds to the 
problem. The good running of the organization does not depend only on the technical equip-
ment, but an important element is the needs and expectations of the staff. Also, motivation is 
a factor that conditions the performance of an institution, which means that it can represent a 
risk factor if for the management of the organization how it influences its employees is not a 
permanent concern.

Internationally, the main models identified for the organization of the internal control system in 
close connection with risk management are (Felício et al., 2021):
•	 The COSO model is the abbreviation for the Treadway Commission Organization Sponsorship 

Committee. At the initiative of Senator Treadway, in the USA, in 1985 based on research 
on internal control and its role in the life of organizations, he proposed and established a 
Commission directly responsible for this aspect, also known as the National Commission 
Against Fraudulent Reporting.

•	 The COCO model was developed in 1995 by the Canadian Institute of Chartered Accountants 
(CICA), and is made up of the same elements as the COSO model, but grouped differently.

To develop the management model, I. Ansoff’s Model was also analyzed, which allows the 
simultaneous use of several strategies and is based on the premise that the most appropriate 
strategy for intensive sales growth can be determined by the decision to sell existing or new 
products on existing or new markets. I. Ansoff’s matrix is ​​intended to describe the possible 
strategies of an enterprise in a growing market, to make a decision on the choice of strategy 
and to serve as a diagnostic tool.
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The term model refers to a quantitative method, system, or approach that applies statistical, eco-
nomic, financial, or mathematical theories, techniques, and assumptions to process input data to 
obtain a series of estimates of future events and situations. According to the definition, there are 
three main components of a model: the inputs represented by data and assumptions, the proce-
dures and methods used in data processing, and the resulting information (including the way of 
reporting and using this information in the organization’s activity).

A risk management model must provide for five main aspects:

Figure 1. The main aspects of a risk management model.
Source: Own processing

The specific objectives that were the basis of the design and structuring of the risk management 
model are:
•	 identification of the model used by territorial administrative units for risk management;
•	 establishing the areas at which risk management is implemented (typology of risks);
•	 determining the type of person in charge who implements risk management in the organization;
•	 establishing the level at which the risk manager implements risk management in the organization;
•	 determining the types of information sources used to collect data regarding the identification 

and updating of risks;
•	 establishing the level of performance registered by UATs in 2023 compared to the previous 

year (Areia, 2012);
•	 identification of the types of operational risk effects faced by the UATs;
•	 establishing the risk profile related to the activity at the level of the three specific components 

- human resource, process, and system.

Thus, a Territorial Administrative Unit can monitor and improve its performance level regardless 
of the structure and complexity of the processes, by:
•	 identifying ways of exploiting opportunities in the business environment;
•	 avoiding/minimizing negative events;
•	 identification of activities that do not generate value for the process.
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Along with the analysis of the models, a focus group report was made in a meeting made up of 7 
people, employees of a public institution with an average size of 12,000 inhabitants. The discussion 
at the meeting was aimed at gathering information from experts within a territorial administrative 
unit to clarify issues related to the methodology for developing and applying a risk management 
model. In the focus group, moderator carried out a qualitative analysis, based on the knowledge 
and experiences of people in different roles within a territorial administrative unit.

We proceeded to expose some conceptual elements, in the form of a list of theoretical components 
used in understanding the concept of a risk management model based on the following characteristics:
•	 The purpose of developing a risk management model is to increase the performance level of 

a territorial administrative unit. This general objective is realized by quantifying the degree 
of achievement of specific objectives.

•	 The processes of the risk management model are: risk identification, risk assessment, risk 
attitude, risk control, risk monitoring and review, and risk reporting.

•	 The resources used in the application of the risk management model are: human resources: 
employed staff; time resources, information and communication technology resources.

•	 Factors of influence: parliament, government, laws and other regulations, economic condi-
tions, international context.

•	 Environment: tutelary organization, subordinate organization, partner organizations, other 
incidental organizations

After the presentation and discussion of these elements, the moderator of the focus group discussed 
a series of questions. At the end of the discussions, the participants were given a questionnaire to 
accumulate as much information as possible.

Following the focus group carried out within the present research, it was found that the entities need 
a risk management model, a model that starts from the specific analysis of the entity to identify 
the needs and up to the stability and performance monitoring.

It has also been found that it is very difficult for this attribution to be the responsibility of a person 
within the entity, given the lack of staff. The existence of an external, specialized person would 
be indicated.

3.	 DEVELOPMENT OF A NEW RISK MANAGEMENT MODEL  
IN TERRITORIAL ADMINISTRATIVE UNITS

Based on the research of previous models, an operational risk management model was created 
with applicability in the Territorial Administrative Units from Romania and exemplified in the 
following Figure 2. The model presented in Figure 2 establishes the risk management process in 
component elements, positioned in a logical order of this process, but in reality, these components 
blend harmoniously to create a whole. Noting that risk management is a linear process, but its 
components interact. Also, the model tries to suggest that risk management does not consider an 
isolated organization but, as it happens in reality, an organization integrated with its environment 
of existence, often called context and establishing elements such as:
•	 the requirements of UATs regarding the risk management process;
•	 related activities and information flow;
•	 the resources needed to implement this process;
•	 those responsible for the process.
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Figure 2. Risk Management Model in the Territorial Administrative Unit
Source: Own processing

In other words, the application of the risk management model is effective only if you take into 
account the risk environment at the local level, in our case at the commune level, which assumes 
that there are influences from the subordinate, partner, guardian organizations, at the national 
level where the risk can be influenced by parliament, government, legislative changes and the 
international context.

Looking at a smaller scale, in an organization at the level of UATs, it is mainly necessary for a 
person designated with the application and management of a risk management model.

Therefore, the model is developed on 2 levels of representation, through which the interdependence 
of the elements related to the risk management system, as well as the process on which the risk 
management model is applied, is highlighted. Level 1 representation is presented in Figure 2 and 
level 2 is represented in Figure 3. The figure shows the model related to level II representation, 
respectively the flow of subprocesses.

Figure 3. Level 2 of representation
Source: Own processing
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The proposed model is an approach to the risk management process, which implies first of all that 
a territorial administrative unit carries out a rigorous analysis of the processes it carries out. The 
process is initiated by the “Compliance Audit” trigger, an event through which the entity’s need 
to implement an integrated and transparent risk management model is established.

Considering the two ways of representing the model proposed in this paper, the person responsible for 
the implementation of risk management in order to apply the model must follow the following 5 steps.

Stage 1 - Identification of Risks - involves a thorough analysis of the UAT’s processes and inter-
nal and external resources, external factors, more precisely a detailed knowledge of the entity. 
These aspects substantiate the results of the model and often the causes of the manifestation of 
risks are identified.

Stage 2 - Risk Assessment - Considering the potential of the risks to be harmful to the company, 
they are evaluated taking into account the probability of occurrence, respectively the estimated 
impact. At the end of this stage, the risk is classified on a scale from low to high based on the risk 
analysis criteria and taking into account the degree of their materialization.

Stage 3 - Attitude towards Risk - indicators are established for each risk identified and evaluated 
in the first two stages. These indicators are included in three tolerance ranges:
•	 Tolerance interval:
	 –	 Includes values ​​below the minimum threshold of the indicator,
	 –	 In this interval, no actions related to the event in question are required.
•	 Warning interval:
	 –	 It includes the range of values ​​between the minimum threshold and the warning threshold,
	 –	 It is the interval that attracts the attention and increases the vigilance of the risk manager,
	 –	 The indicator will be closely monitored taking necessary precautions.
•	 Intervention interval:
	 –	� It includes the values ​​above the warning threshold and which require the immediate 

application of the intervention measures necessary to improve this risk factor.

Stage 4 Risk Control - involves identifying the causes that lead to the emergence and manifestation 
of a risk. The person responsible for implementing the risk management model centralizes and 
analyzes all identified risks, their degree of occurrence and the impact caused.

Stage 5 - Risk Monitoring and Reporting - in this step, solutions and causes of the risk mani-
festation are identified, the aim being to improve their impact in the future. In the last stage, that 
of risk reporting, the monitoring commission must draw up a periodic report that includes the 
relevant information regarding the risks that have arisen.

4.	 FUTURE RESEARCH DIRECTIONS

The plan of the research activity is designed and carried out in such a way as to allow the identi-
fication, adaptation and development of a new risk management model, as well as its application 
and testing during the normal development of the activities of territorial administrative units.

In order to consider whether the developed model can be tested, validated or not, depending on the situation, 
it was found that it is necessary that after the stage of identification of needs and subsequent adaptation of 
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the model and risk management techniques, a simulation that consists in their application at the level of 
each activity. A relevant comparative analysis will be carried out to justify and demonstrate the benefits 
that a Territorial Administrative Unit can obtain as a result of the implementation of such a mechanism.

Regarding the proposals as a result of the research:
•	 we will initiate an approach at the level of the UATs to ensure the evaluation of the effectiveness 

of the measures taken in the event of the manifestation of a risk, as well as the monitoring 
of their effectiveness from the perspective of achievements.

•	 we will propose the development, approval and implementation of a crisis management strat-
egy in the context of the manifestation of risks, at the level of the communes, as a strategic 
document for the definition of problems and the stability of strategic and specific objectives, 
including directions of action.

•	 we will proceed to improve how the entity’s objectives are met, which refers to the decisions 
issued by the management regarding: the organization of the forms of internal control, the 
approved organizational structure, the subordinate entities, the accounting and internal 
control system, the performances and the degree of using computer systems.

5.	 CONCLUSION

The risk-quality correlation is based on the convergence of risk management systems. The imple-
mentation of an integrated model of risk management, within the territorial administrative units 
that offer services in the field, will allow:
•	 the existence of a competitive advantage over other organizations, a fact that will make the 

difference in the medium and long term in terms of business continuity.
•	 obtaining and keeping the citizens’ trust;
•	 protecting and keeping professionals in the field;
•	 encouraging employees in order to improve the current situation by developing communi-

cation, organization and recognizing effort.

The clear definition of a risk management model, to be adapted to the specifics of the activities 
within the UATs, is a first step in order to increase the capacity to identify possible risks, to quantify 
and evaluate the effects they can generate in relation to the assumed objectives.

Taking into account the fact that risk can at any moment become an extremely serious obstacle 
in the development and implementation of proposed activities at the level of a public entity, we 
consider the application of a risk management model to be one of the most important tools for 
organization, control and management that can be available to the manager at the level of an 
organization being a viable solution.

As can be seen, the proposed solutions focus on the idea of ​​achieving the objectives at a high-per-
formance level by employing a modern risk management process. The latter would generate, in 
accordance with the studies carried out, a relaxation and streamlining of the procedures to be 
followed and would determine in a short time a strong impact on the level of absorption of the 
European funding available in Romania, including the increase in the standard of living in Romania.

As a result of the actions undertaken in this work, it was concluded that the main challenges in 
implementing a management model are closely interconnected with the concept of risk and can 
be effectively controlled only through the application of a specific management approach.
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