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─Abstract─ 

Banks face growing risks from both internal and external factors. Failing to address these 
risks and lacking sufficient knowledge can result in significant financial losses, such as 
bankruptcy and insolvency. These losses can lead to customer attrition and erode trust in 
the bank. The current study examines key banking risks, their various types, and approaches 
to measuring and evaluating them. It aims to answer inquiries regarding bank structure, 
operational activities, and financing operations. The objective of this study is to provide a 
clear understanding of effective methods for evaluating risks in the banking sector. It is 
crucial to assess risks accurately, as it serves as the initial stage in managing and mitigating 
potential risks. The study examined 38 Egyptian banks, selecting a sample of three banks 
at random. The sample included 100 senior and middle management personnel, who were 
given 150 questionnaires to complete. The study utilised a questionnaire for data collection, 
with empirical findings analysed using SPSS 26 and AMOS 22. The study found a clear 
link between strategic approach and banking risk assessment, emphasising the significance 
of minimising errors in business performance, especially when evaluating credit risks. The 
study highlights the importance of banks ensuring a safe work environment through 
ongoing evaluation processes to prevent collapse or errors. In addition, the risk assessment 
process is an essential step in evaluating environmental risks in banks. It involves the use 
of sophisticated tools and a thorough analysis of environmental factors to determine the 
financial risks to assets and portfolios. Management agents typically carry out this process. 
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1. INTRODUCTION 

In the present day, banks face increased susceptibility to a range of risks stemming from 

both internal and external factors that are closely tied to the overall state of the bank. 

Failure to consider these factors, along with a lack of understanding of the methods used 

to measure them, can be a significant cause of exposure for the bank and its institutions 

to substantial financial losses, such as bankruptcy and insolvency. These losses not only 

result in the loss of customers' funds but also erode trust in the bank (Rahman et al., 

2023). Given their role as financial institutions responsible for providing capital, banks 

must prioritise the implementation of conditions that ensure a secure work environment 

for both companies and financial institutions in the labour market (Zereen, 2019). The 

bank board of directors is solely responsible for the continuous evaluation processes 

that ensure the institutional control system safeguards the bank from collapse or serious 

errors (Bolívar et al., 2023). Banks in developed nations have long implemented robust 

risk management systems and have developed unique strategies for mitigating risks 

(Demirgüç-Kunt et al., 2021). Contrarily, the implementation of risk management 

systems in banks in countries with volatile economies is a crucial priority for 

management (Ahmad et al., 2020). 

In a recent study by Shakil (2021), important factors for enhancing banks in countries 

with transitioning economies were identified. It is important to highlight the 

development of cutting-edge risk management models that consider both quantitative 

and qualitative indicators. These models play a crucial role in informing decision-

making (Cooke et al., 2019). Additional research highlights the importance of seeking 

novel strategies for banking institutions in nations experiencing economic transitions 

(Husni et al., 2021). This research examines the role of strategic management in 

assessing banking risks as a crucial step in identifying potential threats to the bank's 

operations. It also highlights the significance of this process in identifying and 

addressing any existing gaps before they become critical. Banks face various risks 

associated with their structure, operations, financing, and the external environment that 

directly affect them (Zhou et al., 2023). This study examines the key banking risks that 

affect operational processes and provides an analysis of their types, as well as 

approaches for measuring and assessing them. The present study aims to address the 

inquiries at hand: (1) What are the bank risks and their types? (2) What are the 

measuring models for bank risks? And (3) What is the role of strategic management in 

assessing banking risks? 

Risk management plays a crucial role in the bank's strategy as it tackles the vulnerabilities 

and intricacies of the environment. To fully develop the banking strategy, it is crucial to 

address the current and future risk profile, as risk assessment plays a vital role in the banking 

industry. This study aims to provide a clear understanding of the effective strategies for 

evaluating banking risks, as risk assessment is crucial for effective risk management. The 
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research attempts to realize the following objectives: (1) Specifying models for measuring 

risk in banks in a manner commensurate with the type of bank, its mechanism of action, and 

the country in which it belongs and operates. (2) Determining the role of strategic 

management in controlling and assessing the banking risks as well as studying the awareness 

of banking management at its different levels. and (3) Determining the level of risk 

management assessment in Egyptian banks from the point of view of the strategic 

management responsible for risk assessment operations. 

2. REVIEW OF LITERATURE 

In a study conducted by Kolapo et al. (2021), it was found that a strategic approach to 

back work is crucial for establishing a trustworthy relationship with customers while 

minimising risks. Enhancing the security system of banks is imperative to safeguarding 

customers' financial transactions. The safeguarding of customers' financial transactions 

has a profound influence on the bank's commitment to ensuring financial stability. 

Bacha et al. (2021) suggest that banks can enhance customer trust by adopting a 

strategic management approach. In addition, it is necessary for banks to enhance their 

marketing strategy in order to improve their market positioning, which in turn affects 

how customers perceive the risk associated with the bank. Kumar and Prakash (2019) 

emphasise the importance of management developing effective policies and a strategic 

approach to providing reliable facilities to customers. This will enhance the bank's value 

in the market. As banks strive to enhance customer relationships, management can 

create viable opportunities to support customers through a new business model.  

In the same vein, Idewele and Murad (2019) argue that a diverse business model is 

essential for bank management to effectively provide appropriate facilities to people. 

Foreign exchange rates and the bank's overall strategic reputation are just two examples 

of the many factors that affect bank risk. As stated by Chosiah et al. (2019), establishing 

a strong reputation is crucial for fostering customer relationships and positioning the 

bank for success in the market. Improving customer trust and enhancing their banking 

experience requires providing better facilities. The bank's service quality is crucial for 

its development in the competitive market, as it plays a significant role in achieving 

organisational goals. As per the findings of Kitigin et al. (2021), the interest rates offered 

by banks play a crucial role in shaping customer perception and establishing their 

reputation in the market. Hence, it is crucial to develop the bank's operational policies 

strategically to enhance its overall reputation. This can be achieved through effective 

decision-making in liquidity management, foreign exchange, and credit provision. As 

research by Kitigin et al. (2021), enhancing a bank's performance can lead to the 

development of its reputation. Thus, a hypothesis is formulated. 

Hypothesis 1: The dimensions of the strategic approach significantly affect assessing 

the bank risks in general and at the level of sizes. 
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Ekinci and Poyraz (2019) emphasise the crucial role of strategic decision-making by 
bank management in determining overall performance and risk. The decision-making 
process enables executives to make informed choices by analysing data and forecasting 
the bank's market performance. Providing extensive resources is a reliable method for 
supporting organisational needs, particularly for banks in the market. As per the research 
conducted by Khalil and Boulila Taktak (2020), it is crucial for strategic decision-
making to be dependable and forward-looking to effectively accomplish both long-term 
and short-term organisational objectives. These objectives would be beneficial for 
banks to enhance their performance and productivity in the market. As stated by John 
(2018), it is crucial for bank management to cultivate a positive perception among 
customers to attain organisational objectives.  

In addition to the goals of the organisation, the long-term success of the banks is also a 
crucial consideration in strategic decision-making. According to a study by Jufri et al. 
(2022), the bank benefits from this complex banking system's many advantages, which 
produce favorable results. In addition, it is crucial for the top management policy to 
have a substantial influence on long-term goals and to provide implementation plans to 
the junior management. As put forth by Dharma and Hady (2023), strategically 
enhancing a bank's performance in any market involves taking into account the relevant 
factors of the external environment. This approach is known for its reliability. The 
performance of banks has shown improvement over time, reflecting the characteristics 
of the external environment. As stated by Finger et al. (2018), a thorough evaluation of 
banks' performance is crucial for making informed decisions and achieving successful 
outcomes. It is crucial for the banks' management to have a reliable opportunity to make 
informed decisions that greatly influence their overall performance. As mentioned by 
Azmi et al. (2021), it is crucial for banks' top management and stakeholders to have a 
clear understanding of the risks involved and develop strategic approaches to enhance 
the banks' position in the market. It is advisable for banks to provide customers with 
well-defined strategies and policies to help them achieve long-term goals while 
minimising risks. Thus, the subsequent hypothesis is formulated. 

Hypothesis 2: The dimension of strategic decision-making significantly affects 

assessing the bank risks in general and at the level of dimensions. 

According to a paper by Galdeano et al. (2019), banks must strategically evaluate their 

operations to align with organisational goals and establish policies for goal attainment. 

This evaluation is effective when policies are developed in alignment with the strategic 

management of banks and when careful consideration is given to the proper 

development of policies for banks. As per Todd and Peetz (2001), it is necessary to 

assess the banks to determine the effectiveness of policy implementation and identify 

strategies for future policy implementation. It offers a strategic approach to enhance the 

banks' performance, which is crucial for attaining the organisation's objectives. As 

stated by Corbet et al. (2022), the evolution of the tax serves the purpose of addressing 

various risks and offering improved solutions to customers. It is crucial to ensure that 
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the banks are deemed acceptable to effectively pursue long-term organisational 

objectives and improve the bank's overall performance.  

According to a study by Ramzan et al. (2021), risk evaluation plays a crucial role in the 

banking sector, aiding banks in achieving their organisational goals and generating positive 

outcomes. Understanding the policy implementation and development of new policies 

requires a critical examination of the strategic banks' performance over time. Shoaib et al. 

(2022) have highlighted the significance of this process in comprehending the various 

dynamics of bank performance and its strategic outcome in the market. However, it is 

crucial to measure performance, as management must evaluate it consistently over time. 

Abiola and Olausi (2014) emphasise the importance of evaluating liquidity and bonds at 

banks to enhance expertise and mitigate risks. This factor plays a crucial role in driving the 

necessary performance for the bank's long-term growth. Thus, a hypothesis is formulated. 

Hypothesis 3: The dimension of the strategic decision evaluation significantly affects 

assessing the bank risks in general and at the level of dimensions. 

3. METHODOLOGY 

The study includes a total of 38 banks located in the Arab Republic of Egypt. The study 

sample was restricted to three randomly chosen banks, with each bank contributing a 

minimum of 100 senior or middle management personnel. A total of 150 questionnaires 

were created and distributed to respondents in the selected banks, as outlined in Table 1 

(Ibrahim et al., 2022). Figure 1 also provides the response rate. 

Table 1: The Research Sample Size. 

Final Sample Size No. of Responded Questionnaire No. of Questionnaire Distributed Bank 
1 42 50 1 
2 39 50 2 
3 47 50 3 

108 persons 108 150 Total 

 
Figure 1: Response Rate. 
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The study utilised a questionnaire for data collection, which consisted of two axes. Each 

variable was assigned to a specific study. The statistical analysis programme SPSS 26 

was used to assess the questionnaire's validity and reliability. This involved calculating 

the stability of the classification and Spearman Brown, as well as the internal 

consistency of the questionnaire using Cronbach's alpha. Additionally, the programme 

was used to measure the research sample's response to the study questionnaire by 

calculating the arithmetic mean and standard deviation of their answers. The statistical 

analysis programme AMOS 22 was used to verify the validity of the main hypothesis 

and sub-hypotheses of the study. This has been done by calculating the critical ratio 

(C.R.) and the significance of acceptance (P). For determining this hypothesis, it is 

accepted that the value of C.R. is greater than ±1.96 and the value of P is less than 0.05. 

The questionnaire's validity and reliability were assessed by calculating the stability of 

classification, Spearman-Brown, and internal consistency (Cronbach's alpha). These 

calculations were based on the data presented in Table 2 and Figure 2. Based on the 

Spearman-Brown coefficient and Cronbach's alpha, the data in Table 2 shows a high 

level of classification stability. The measurements are also consistent within themselves, 

which is true. The statement suggests that the questionnaire is both valid and reliable. 

Therefore, it demonstrates its validity for application to the basic research sample. 

Table 2: The Research Data Validity. 

Rating Stability Spearman Brown Alpha Cronbach 

0.78 0.52 0.69 

 
Figure 2: Data Validity. 
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4. FINDINGS 

The arithmetic means and standard deviation of the answers obtained from the research 

sample regarding the awareness of each research variable were calculated. The questionnaire 

had a range of 1 to 4, with 1 being the lowest degree and 4 being the highest. The range was 

calculated as 3 (1–4). The range was divided into five categories, mirroring the structure of 

the questionnaire. The length of each category was calculated as 3/4 = 0.75. The categories 

were then defined and distributed accordingly, based on the following criteria: [1-1.75] low, 

[1.75-2.5] medium, [2.5 - 3.25] high, [3.25 - 4] too high. Table 3 showing the number of 

respondents from among the sample, was designed for the two variables of the study. 

Table 3: The Responses of The Research Sample to The Study Variables. 

Variable Arithmetic Mean 
Standard 
Deviation 

Degree of 
Response 

Independent 
variable 

Taking strategic decisions 2.36 0.78 Medium 
Assessing strategic decisions 2.65 0.56 High 

Dependent variable 2.36 0.65 Medium 

According to Table 3, the average score for the independent variable in the "strategic 
decision-making" dimension is 2.36, indicating a medium value. The standard deviation is 
0.78. The arithmetic mean for the dimension of "evaluation of strategic decisions" is 2.65, 
indicating a high value. The standard deviation is 0.56. In addition, the table shows that the 
overall average for the dependent variable is 2.36, while the standard deviation is 0.65. 

A path analysis was conducted using the AMOS statistical analysis programme to verify 
the validity of the main hypothesis and sub-hypotheses. The analysis was performed 
based on the answers entered in SPSS. The results of the path analysis to test the 
hypotheses are presented in Table 4. 

Table 4: Path Analysis. 

Result Significance (P) 
The Critical Ratio 

(C.R) 
Path analysis 

Accepted 0.037 2.905 
Strategic 

introduction 

<--- Credit risk assessment 
Accepted 0.012 4.358 <--- Operational risk assessment 
Accepted 0.025 1.124- <--- Market risk assessment 

Accepted 0.009 2.447 
Making strategic 

decisions 
<--- 

Credit risk assessment 
Accepted 0.012 2.375 

Evaluating strategic 
decisions 

<--- 
 

Accepted *** 2.776 
Making strategic 

decisions 
<--- 

Operational risk assessment 

 

Accepted 0.037 2.749 
Evaluate strategic 

decisions 
<---  

Rejected *** 1.012 
Making strategic 

decisions 
<--- 

Market risk assessment 

 

Accepted 0.037 2.749 
Evaluating strategic 

decisions 
<---  
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The path analysis results support the presence of a statistically significant and positive 

impact of the strategic approach on credit risk assessment, with a level of significance 

(P<0.01). In addition, the findings indicate a statistically significant and positive impact 

of the strategic approach on the evaluation of operational risks at a significant level 

(P<0.01). Additionally, the study revealed a significant positive impact of the strategic 

approach on evaluating market risks, with a level of significance (P<0.01). The research 

findings indicate a statistically significant positive effect on credit risk assessment when 

strategic decisions are made, with a level of significance (P<0.01).  

Additionally, the study revealed that there is no statistically significant positive impact 

on the evaluation of credit risks when assessing strategic decisions at a significance 

level of (P<0.01). The study revealed a statistically significant and positive impact of 

strategic decision-making on the evaluation of operational risks, with a level of 

significance (P<0.01). Similarly, the study reveals a statistically significant positive 

impact of assessing strategic decisions on evaluating operational risks, with a level of 

significance (P<0.01). In addition, the study revealed that there is not statistically 

significant and positive effect on strategic decision-making when assessing market risks 

at a significance level of P<0.01. In conclusion, the study found a significant positive 

effect of evaluating strategic decisions in assessing market risks at a high level of 

significance (P<0.01). 

5. DISCUSSION AND CONCLUSION 

The results of this study were determined through rigorous statistical analysis, revealing 

significant findings. Firstly, it is acknowledged that the strategic approach has a 

substantial impact on the assessment of banking risks, both in a general sense and across 

various dimensions. The results were compared to those of earlier research. To build a 

trustworthy relationship with the customer, Van Greuning and Brajovic-Bratanovic 

(1999) assert that it is crucial to take a strategic approach when addressing back risks. 

In addition, it is imperative for bank management to enhance their security systems in 

order to protect the financial transactions of their customers. According to Niemand et 

al. (2021), protecting the customer's financial transactions has a big impact on the bank's 

strategic plan for achieving financial stability. Banks can enhance client trust by 

implementing a strategic management approach. To enhance their market position, 

banks must also focus on improving their marketing strategy. This strategy plays a 

crucial role in shaping clients' perceptions of the risk associated with the bank. As stated 

by Murinde et al. (2022), it is crucial for management to develop effective policies that 

adopt a strategic approach to ensure reliable facilities for clients.  

Enhancing the bank’s value in the relevant market will help achieve this. Park and Kim 

(2020) suggest that banks can create reliable opportunities to implement a new business 

model to enhance their customer relationships. In addition, the bank’s management 
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benefits from a diverse business model that allows for the provision of appropriate 

facilities to the public. Numerous elements, such as the bank’s strategic reputation and 

the foreign exchange market, affect risk. According to a study by Akomea-Frimpong et 

al. (2022), establishing a solid reputation is crucial for fostering strong client 

relationships and positioning the bank for success in the market. Improving customer 

trust and transactional experiences can be achieved by enhancing the bank's facilities. 

Murad and Razzaq (2022) emphasise the crucial role of service quality in the bank's 

development within a competitive market. This aligns with the organisation's objectives 

and signifies a positive step forward. The interest rates offered by banks are crucial for 

consumers and greatly impact the bank's reputation in the market. Shoaib et al. (2022) 

emphasise the importance of developing strategic operational policies for banks. These 

policies can enhance the bank's reputation by effectively managing liquidity, foreign 

exchange, strategic decision-making, and credit provision. By adopting this approach, 

the bank can improve its performance and establish a strong reputation. 

In addition, the sub-hypothesis that the strategic decision-making dimension has a 

significant impact on assessing banking risks, both overall and at the level of specific 

dimensions, is not supported. The results of this study were compared to those of 

previous research. As per Ahmad et al. (2020), strategic decisions made by bank 

management significantly impact the overall performance and risk of the institution. 

Senior executives can make informed decisions by utilising a rigorous decision-making 

process that relies on information and projections for the bank's market success. Given 

the advantages banks have in the industry, this method reliably provides ample 

resources for organisational needs. Based on the research conducted by Bătae et al. 

(2021), it is crucial for strategic decision-making activities to be reliable and future-

oriented to achieve both long-term and short-term organisational goals. To improve their 

performance and productivity in the market, it would be advantageous for banks to 

strive towards these objectives. The bank's management must foster a proper mindset 

among customers to achieve the organisation's goals. Diener and Špaček (2021) argue 

that banks' long-term profitability is a crucial factor in strategic decision-making.  

This aligns with the objectives of the organisation. This deceptive banking strategy 

offers numerous benefits that are advantageous for the bank in a suitable manner. Huang 

et al. (2020) argue that the policy of top management plays a crucial role in achieving 

long-term goals and supporting junior management in implementing plans. This 

strategic method can enhance the bank's performance in any market. It is reliable 

because it considers the relevant aspects of the external environment. As per the findings 

of Tjahjadi and Soewarno (2019), the improvement in banks' performance over time is 

considered a notable characteristic of various external environments. Effective decision-

making and successful financial operations are key factors for banks to achieve positive 

outcomes. Dysentery plays a crucial role in ensuring the reliability and stability of these 

processes. Cooper et al. (2019) argue that banks must be provided with a reliable 
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opportunity for management to make informed decisions, ultimately leading to 

improved performance. Senior bank management and stakeholders must comprehend 

the risks banks encounter and devise strategic measures to enhance their market 

position. As per Tandelilin and Usman (2023), it is advisable for banks to establish long-

term objectives and implement appropriate strategies to achieve them while also 

mitigating the risks they encounter. 

The sub-hypothesis, which examines the impact of evaluating strategic decisions on 

banking risks, has been accepted. This includes evaluating risks both in general and 

across different dimensions. The results were compared to those of prior research. To 

achieve organisational objectives, it is essential to conduct a strategic evaluation of 

banks and establish the necessary policies, as highlighted by Moscato et al. (2021). This 

assessment is effective when policies align with the strategic management of banks and 

when due consideration is given to the development of suitable policies. In a study 

conducted by Chauhan et al. (2022), it is argued that analysing banks is crucial for 

identifying effective policy implementation strategies and techniques that can be 

applied to other policies. It provides a strategic approach to enhance bank performance, 

which is crucial for achieving organisational objectives. Migliorelli (2021) highlights 

the significant evolution of the tax, which offers the advantage of mitigating risks and 

providing clients with a more satisfactory solution. 

 To achieve long-term organisational goals and improve treatment for customers, it is crucial 

to gain the acceptance of banks. In the banking industry, risk assessment is considered a vital 

factor in the banks' ability to achieve their organisational goals and produce favourable 

outcomes (Olorogun, 2020). Understanding the implementation and creation of policies 

requires a critical analysis of the strategic banks' performance evolution. This method 

enhances comprehension of the diverse factors that impact bank performance and the strategic 

results it attains in the market. As highlighted by Altaf et al. (2019), it is crucial for 

management to evaluate performance over time through effective measurement. It is crucial 

to evaluate the liquidity and bonds held by banks to enhance the rationality of expertise and 

minimise the likelihood of risks. In a study by Arshad Khan and Alhumoudi (2022), they 

emphasise the crucial role of this component in driving the performance necessary for the 

development of financial institutions over time. 

6. THEORETICAL AND PRACTICAL IMPLICATIONS 

The findings indicate a correlation between the strategic approach and the assessment of 

banking risks. The results further highlight the significance of evaluating strategic decisions 

when assessing banking risks. Based on research findings, strategic decision-making does not 

appear to have an impact on the assessment of banking risks. The study made a valuable 

contribution to existing knowledge by highlighting the significant impact of strategic 

approaches in evaluating banking risks, both in a general sense and across different 
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dimensions. Additionally, the study found that the strategic decision-making dimension does 

not have a significant impact on the assessment of banking risks, both overall and across 

different dimensions. This study contributed to existing knowledge by highlighting the 

significant impact of evaluating strategic decisions on assessing banking risks, both in a 

general sense and across different dimensions. Therefore, this research has made significant 

contributions to filling the gaps in the existing literature.  

The study also includes practical recommendations. An integrated structure should be 

designed to facilitate the participation of all stakeholders in the decision-making and 

evaluation processes. This will enable the development of an effective strategic approach 

that ensures a thorough assessment of banking risks and the implementation of measures to 

minimise potential losses. Furthermore, it is advised to enhance control procedures in banks 

and diligently verify customers and banking operations to safeguard the financial stability 

of the bank. This will help maintain liquidity and the integrity of the banking portfolio. 

Additionally, the study suggests the establishment of an administrative structure to consider 

the presence of specialised departments responsible for evaluating various banking risks. 

These departments would be tasked with providing data and designing the necessary 

mechanisms for risk assessment systems. 

7. FUTURE DIRECTIONS 

The study made a valuable contribution to the existing literature. Additionally, the findings of 

this research have practical implications. The study found a clear link between strategic 

approach and banking risk assessment, emphasising the need to minimise errors in business 

performance, especially when evaluating credit risks. The study highlights the importance of 

maintaining a secure work environment in banks through ongoing evaluation processes to 

prevent any potential collapse or errors. In addition, the risk assessment process is a vital step 

in evaluating environmental risks in banks. It entails using advanced tools and conducting a 

thorough analysis of environmental factors to determine the financial risks to assets and 

portfolios. Management agents typically carry out this process. Nevertheless, the study 

gathered data from a small number of banks within a specific geographical area. Hence, 

further research should be conducted to gather data from diverse geographical locations to 

validate the findings of this study. In addition, it is important to gather data from bank 

customers to gain insight into their perception of the bank's risk and their level of financial 

trust in the institution. This would be a valuable contribution to the existing body of 

knowledge, enhancing the literature with additional insights. 
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