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Abstract: 

In an increasingly uncertain and complex business environment, 

organizations are required to achieve operational efficiency while maintaining 

strategic resilience. Cost Accounting Systems (CAS) provide detailed financial 

insights that support managerial decision-making, whereas Risk Governance 

embeds risk awareness into organizational governance structures. Despite 

their complementary roles, these two domains are frequently implemented in 

isolation. This study aims to develop an integrative conceptual framework that 

connects Cost Accounting Systems and Risk Governance to enhance both cost 

efficiency and enterprise risk management. Using a narrative literature review 

approach, this article synthesizes academic and professional literature on 

management accounting, enterprise risk management, and governance. The 

findings suggest that integrating CAS with Risk Governance improves decision 

quality, strengthens accountability, and supports sustainable organizational 

performance by aligning financial information with risk oversight 

mechanisms. This study contributes to the literature by bridging management 

accounting and risk governance perspectives and offers a conceptual 

foundation for future empirical research. 

Keywords: Cost Accounting System, Risk Governance, Enterprise Risk 

Management, Managerial Control Systems, Cost Efficiency. 

 

Introduction 

Organizations today operate in an environment characterized by increasing 

uncertainty, rapid technological change, intensified competition, and growing 

stakeholder expectations. These dynamics have significantly elevated both cost 

pressures and risk exposure across industries. Firms are required not only to achieve 

operational efficiency but also to demonstrate resilience against strategic, operational, 

financial, and compliance risks. Consequently, modern management increasingly 

demands integrated systems that support informed decision-making while 

maintaining long-term organizational sustainability. 

Cost Accounting Systems (CAS) play a fundamental role in managerial 

decision-making by providing structured information on cost behavior, resource 

e-ISSN: 2775-5037 

p-ISSN: 2614-3917 

Submited 

Revised 

Acceptance 

Publish Online 

: 4 January 2026 

: 7 January 2026 

: 30 January 2026 

: 31 January 2026 



                                                                         

 

 
Page 1307 of 1314 

utilization, and process efficiency. Advanced cost accounting approaches, such as 

Activity-Based Costing and Time-Driven Activity-Based Costing, enable organizations 

to identify cost drivers, eliminate non–value-added activities, and improve profitability 

analysis. Accurate cost information supports key managerial functions including 

pricing, budgeting, performance evaluation, and strategic planning. Prior studies 

indicate that high-quality cost accounting systems enhance transparency, reduce cost 

distortions, and strengthen managerial control, ultimately contributing to improved 

operational performance (Kaplan & Cooper, 1998). 

Simultaneously, organizations face growing exposure to multidimensional risks 

arising from market volatility, regulatory complexity, digital transformation, cyber 

threats, and reputational challenges. In response, Risk Governance has emerged as a 

comprehensive framework that embeds risk management into corporate governance 

structures. Risk governance extends beyond traditional risk control by emphasizing 

board oversight, executive accountability, clearly defined risk appetite, and the 

development of risk-aware organizational culture. Enterprise Risk Management 

frameworks highlight the importance of integrating risk considerations into strategy 

formulation and performance management, positioning risk not merely as a threat but 

also as a factor in value creation (COSO, 2017). 

Despite their complementary roles, Cost Accounting Systems and Risk 

Governance are frequently implemented as separate managerial functions. Cost 

management initiatives often focus narrowly on short-term efficiency targets without 

adequately considering risk implications, while risk governance practices may overlook 

detailed cost consequences when designing mitigation strategies. This 

fragmented approach can lead to suboptimal managerial decisions, such as 

aggressive cost reductions that increase operational vulnerability or overly 

conservative risk controls that constrain organizational competitiveness. The absence 

of integration limits management’s ability to evaluate trade-offs between cost 

efficiency and risk exposure in a holistic manner. 

This challenge is particularly pronounced in emerging market contexts, 

including Indonesia, where organizations operate under conditions of institutional 

transition, regulatory evolution, and heightened economic volatility. Many firms 

continue to adopt formal governance frameworks while struggling to embed risk 

management into daily operational and financial decision-making. Cost accounting 

practices are often limited to compliance or reporting purposes, rather than being 

utilized as strategic tools for managing uncertainty. As a result, risk governance tends 

to function administratively, while cost accounting remains operationally focused, 

reinforcing organizational silos. 

Recent literature increasingly emphasizes the importance of integrated 

management control systems that connect financial information with risk oversight. 

Scholars argue that combining management accounting with risk governance enhances 

decision quality, strengthens accountability, and supports sustainable organizational 

performance. Cost data can be used to quantify risk exposure, while risk governance 

provides strategic context for interpreting cost information. Through this integration, 

organizations are better equipped to prioritize risk mitigation based on financial 

impact, allocate resources more effectively, and align operational decisions with long-

term strategic objectives (Simons, 2000; OECD, 2014). 

However, despite growing recognition of this interdependence, conceptual and 

empirical frameworks that explicitly link Cost Accounting Systems with Risk 
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Governance remain limited, particularly in developing economies. Existing studies 

tend to examine cost accounting and risk governance separately, leaving a gap in 

understanding how these systems can be operationally integrated to support 

managerial decision-making. Practical guidance on aligning cost structures with risk 

governance mechanisms is still scarce, highlighting the need for further conceptual 

development. 

Therefore, this article aims to examine the integration of Cost Accounting 

Systems and Risk Governance as a unified approach to enhancing cost efficiency and 

enterprise risk management. Using a conceptual literature review, this study develops 

an integrative framework that illustrates how cost information and risk governance 

mechanisms can jointly support managerial control, strategic alignment, and 

organizational sustainability. The contribution of this article lies in advancing 

theoretical understanding of CAS–Risk Governance integration and providing a 

foundation for future empirical research, particularly within emerging market settings. 

The following section reviews relevant literature on Cost Accounting Systems 

and Risk Governance to establish the theoretical foundation for the proposed 

integrative framework. 

 

Literature Review 

Cost Accounting System and Managerial Decision-Making 

Cost Accounting Systems (CAS) are designed to generate detailed cost 

information that supports managerial planning, control, and strategic decision-

making. Traditional costing systems primarily allocate overhead based on volume-

related drivers, which often results in cost distortions, particularly in complex 

operational environments. To address this limitation, advanced approaches such as 

Activity-Based Costing (ABC) and Time-Driven Activity-Based Costing (TDABC) were 

developed to improve cost accuracy by tracing costs to activities and processes (Kaplan 

& Cooper, 1998). 

Prior studies indicate that well-designed CAS enhances cost transparency, 

supports pricing strategies, improves profitability analysis, and facilitates performance 

evaluation. By identifying cost drivers and non–value-added activities, CAS enables 

organizations to optimize resource allocation and implement continuous improvement 

initiatives. Nugraha (2025) emphasizes that refined cost structures significantly 

influence managerial decision quality by providing clearer insights into operational 

efficiency and financial performance. 

More recent literature also highlights the evolving role of cost accounting in 

supporting sustainability and strategic management. Ibrahim and Gangodawilage 

(2024) argue that contemporary cost accounting systems increasingly incorporate 

environmental and institutional considerations, positioning CAS not merely as a 

financial reporting tool but as a strategic mechanism for organizational value creation. 

These developments reflect a shift from purely operational cost control toward 

strategic cost management. 

However, despite these advancements, CAS is often implemented with a narrow 

efficiency focus, emphasizing cost reduction without sufficiently considering 

organizational risk exposure. This limitation suggests that cost accounting alone may 

be insufficient for guiding decisions under uncertainty, reinforcing the need for 

integration with risk-oriented governance frameworks. 
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Risk Governance and Enterprise Risk Management 

Risk Governance refers to the institutional structures, processes, and cultural 

mechanisms through which organizations identify, assess, monitor, and respond to 

risks. Unlike traditional risk management approaches that concentrate on operational 

controls, risk governance embeds risk considerations into strategic decision-making 

and corporate governance. 

Enterprise Risk Management (ERM) frameworks, such as COSO (2017), 

emphasize board-level oversight, alignment of risk appetite with organizational 

strategy, and integration of risk management into performance measurement systems. 

OECD (2014) further highlights that effective risk governance requires transparency, 

accountability, and leadership commitment to foster risk-aware organizational 

cultures. 

Empirical evidence supports the performance implications of risk governance. 

Widyaningrum (2025) demonstrates that ERM implementation significantly reduces 

default risk in Indonesian non-financial state-owned enterprises, indicating that 

structured risk governance contributes to financial stability. Similarly, Fauziah et al. 

(2025) find that risk governance mediates the relationship between corporate 

governance and financial performance in Islamic banks, reinforcing the strategic role 

of risk oversight mechanisms. 

Systematic reviews further reveal growing academic attention to ERM and risk 

governance. Hasanah et al. (2025) identify key trends in ERM research, including 

increasing emphasis on strategic integration, governance structures, and performance 

outcomes. However, they also note persistent gaps in linking ERM with management 

accounting systems, highlighting fragmentation across research domains. 

In addition, Hazaea et al. (2023) show that risk governance is increasingly 

studied alongside internal auditing and control systems, reflecting a broader shift 

toward integrated organizational assurance. Nevertheless, financial and cost 

accounting perspectives remain underrepresented within this integration. 

 

Toward Integration of Cost Accounting System and Risk Governance 

Although CAS and Risk Governance originate from different managerial 

traditions, both aim to support informed decision-making and organizational 

sustainability. CAS provides quantitative insights into cost behavior and operational 

efficiency, while risk governance offers strategic oversight of uncertainty and exposure. 

Recent studies suggest that integrating financial controls with risk management 

enhances organizational resilience. Pham (2024) demonstrates that management 

accounting control systems aligned with risk governance improve both financial 

performance and risk outcomes. Rahmaniati and Pangeran (2025) further propose 

integrating ERM with Balanced Scorecard frameworks to align risk considerations with 

strategic performance metrics, illustrating the growing convergence between 

accounting and risk management domains. 

Despite these developments, existing literature largely treats CAS and Risk 

Governance as separate constructs. Cost accounting research focuses primarily on 

efficiency and profitability, while risk governance studies emphasize compliance, 

resilience, and strategic oversight. Explicit conceptual frameworks linking cost 

structures with risk governance mechanisms remain scarce, particularly in emerging 

market contexts. 

This fragmentation limits organizations’ ability to evaluate trade-offs between 
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cost efficiency and risk exposure holistically. Without integration, cost-reduction 

initiatives may inadvertently increase operational or reputational risks, while 

conservative risk controls may constrain financial performance. 

 

Methods 

This study adopts a narrative literature review approach to examine the 

conceptual relationship between Cost Accounting Systems and Risk Governance. A 

narrative review was selected because it allows for integrative synthesis across multiple 

disciplines, including management accounting, corporate governance, and risk 

management, enabling the development of a conceptual framework rather than 

statistical aggregation. 

 

Research Design 

The research design is qualitative and conceptual in nature, focusing on theory 

development through systematic interpretation of existing literature. Unlike 

systematic reviews that emphasize exhaustive coverage and meta-analysis, narrative 

reviews prioritize thematic integration and conceptual linkage across diverse bodies of 

knowledge. This approach is appropriate for exploring emerging interdisciplinary 

topics where empirical evidence remains fragmented. 

The study aims to synthesize insights from cost accounting, enterprise risk 

management, and governance literature to identify patterns, complementarities, and 

gaps that inform the proposed integrative framework. 

  

Data Sources and Literature Selection 

Literature was collected from reputable academic databases, including Google 

Scholar, Scopus- indexed journals, and national journal portals. The review focused on 

peer-reviewed journal articles, professional governance frameworks, and seminal 

books published between 2000 and 2025, with emphasis on recent studies (2022–

2025) to ensure relevance to current organizational practices. Key search terms 

included: 

1. "cost accounting system" 

2. "activity-based costing" 

3. "risk governance" 

4. "enterprise risk management" 

5. "management control systems" 

6. "cost efficiency and risk management" 

7. "integrated governance framework" 

Additional sources were identified through backward and forward citation 

tracking to capture influential works and emerging research streams. 

 

Inclusion Criteria 

The selected literature met the following criteria: 

1. Direct relevance to cost accounting systems, risk governance, or enterprise risk 

management. 

2. Discussion of managerial decision-making, organizational performance, or 

governance mechanisms. 

3. Publication in peer-reviewed journals, recognized professional bodies (e.g., COSO, 

OECD), or established academic publishers. 
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4. Availability in English-language sources. 

5. Empirical, theoretical, or conceptual contributions providing insight into 

integration between financial and risk management domains. 

Studies focusing solely on technical accounting procedures or narrow 

operational risks without governance or strategic relevance were excluded. 

 

Data Analysis and Synthesis 

The selected literature was analyzed using thematic coding and conceptual 

mapping. Key themes were identified across three primary domains: 

1. Cost Accounting Systems and managerial decision-making 

2. Risk Governance and enterprise risk management 

3. Integration of management accounting and risk governance 

 Each article was examined to extract core arguments, theoretical perspectives, 

methodological approaches, and principal findings. These elements were then 

synthesized to identify overlapping constructs, complementarities, and conceptual 

gaps. 

Based on this synthesis, a conceptual framework was developed to illustrate 

how Cost Accounting Systems and Risk Governance interact in supporting cost 

efficiency and risk mitigation. The framework emphasizes the role of integrated 

managerial control systems, governance oversight, and strategic alignment. 

 

Results  

The integration of Cost Accounting Systems and Risk Governance represents a 

strategic shift from fragmented managerial practices toward holistic organizational 

control. Rather than treating cost efficiency and risk management as separate 

objectives, this approach emphasizes their interdependence in shaping sustainable 

organizational performance. By aligning financial information with governance 

mechanisms, organizations can move beyond reactive risk management and short-

term cost optimization toward proactive, value-oriented decision-making. 

This section discusses how the integration of CAS and Risk Governance creates 

synergies in operational oversight, enhances managerial decision quality, and 

strengthens organizational accountability. 

 

Synergy Between Cost Data and Risk Oversight 

Cost Accounting Systems generate detailed insights into cost behavior, 

resource consumption, and operational processes. When integrated with Risk 

Governance frameworks, these cost insights provide a quantitative foundation for 

evaluating risk exposure across organizational activities. For instance, Activity-Based 

Costing identifies cost drivers associated with specific processes, enabling 

management to pinpoint activities that simultaneously exhibit high cost intensity and 

elevated risk potential. 

This integration allows organizations to prioritize mitigation efforts based on 

both financial impact and risk severity. High-cost activities that are also vulnerable to 

operational disruptions, compliance failures, or quality issues can be targeted for 

process redesign, automation, or strengthened controls. Conversely, low-cost but high-

risk activities can be identified and addressed before they escalate into material losses. 

Moreover, cost information enables organizations to translate abstract risk 

assessments into measurable financial consequences. Risk scenarios can be quantified 
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using cost data, facilitating more accurate estimation of potential losses and 

supporting evidence-based investment in risk mitigation strategies. This capability 

enhances strategic planning by allowing management to compare the cost of 

preventive actions with the expected cost of risk realization. 

From a governance perspective, integrated cost-risk information improves 

communication between operational units and senior leadership. Boards and executive 

committees gain visibility into how specific activities contribute to both financial 

performance and risk exposure, strengthening oversight and strategic alignment. This 

transparency supports more informed resource allocation decisions and enables 

organizations to balance efficiency initiatives with resilience considerations. 

Thus, the synergy between cost data and risk oversight transforms CAS from a 

purely operational tool into a strategic instrument that supports enterprise-wide risk 

governance. 

 

Enhancing Decision Quality and Organizational Accountability 

Integrating CAS with Risk Governance significantly enhances managerial 

decision quality by embedding risk considerations directly into financial planning, 

budgeting, and performance evaluation processes. Traditional decision-making 

models often emphasize short-term financial metrics, such as cost reduction or margin 

improvement, without fully accounting for associated risks. In contrast, integrated 

frameworks ensure that financial decisions are evaluated within the context of 

organizational risk appetite and long-term sustainability. 

Management accounting control systems that incorporate risk governance 

principles promote balanced performance evaluation by linking cost efficiency with 

risk-adjusted outcomes. This alignment encourages managers to pursue efficiency 

improvements that do not compromise operational stability, regulatory compliance, or 

reputational integrity. Empirical evidence suggests that organizations adopting 

integrated control systems experience improvements in both financial performance 

and risk outcomes, as decision-makers become more attentive to trade-offs between 

efficiency and exposure. 

Furthermore, integration strengthens organizational accountability by 

clarifying roles and responsibilities in managing both cost and risk. Operational 

managers become accountable not only for meeting budget targets but also for 

managing risk within their areas of responsibility. At the same time, governance bodies 

gain access to integrated reporting that connects financial results with risk indicators, 

enhancing oversight effectiveness. 

Transparency is also improved through unified reporting structures that 

present cost metrics alongside risk assessments. Such reporting supports performance 

dialogue across organizational levels and fosters a culture of risk awareness. 

Employees are encouraged to consider risk implications in daily operational decisions, 

reinforcing ethical behavior and responsible resource utilization. 

At the strategic level, aligning CAS with Risk Governance ensures that 

organizational objectives, risk appetite, and financial performance targets are mutually 

reinforcing. Rather than operating in isolation, cost management initiatives are guided 

by governance frameworks that emphasize sustainability and value creation. This 

integration enables organizations to avoid short-sighted efficiency measures and 

instead adopt risk-informed strategies that support long-term competitiveness. 
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Collectively, these mechanisms position integrated CAS–Risk Governance 

frameworks as essential components of modern management control systems, 

supporting adaptive decision-making, strengthened accountability, and organizational 

resilience. 

 

Proposed Integrative Framework 

The article proposes a conceptual framework in which: 

1. CAS provides granular cost insights that inform resource allocation and cost 

behavior under uncertainty. 

2. Risk Governance evaluates risk exposure and aligns risk mitigation with strategic 

priorities. 

3. Integrated managerial control systems enable real-time monitoring of cost and risk 

metrics, facilitating adaptive decision-making. 

4. Governance oversight bridges CAS outputs and risk reporting structures, ensuring 

that risk considerations influence budgeting, performance assessment, and 

strategic planning simultaneously. 

This integrative model supports both efficiency (through accurate cost 

information) and resilience (through formal risk governance), creating sustainable 

competitive advantage. 

 

Conclusion 

Cost Accounting Systems (CAS) and Risk Governance are two traditionally 

distinct but complementary components of organizational management. CAS supports 

managerial decision-making through detailed cost information, while Risk Governance 

embeds risk awareness into strategic and governance processes. This study argues that 

integrating both systems provides a more holistic approach to managing organizational 

performance under uncertainty. 

Based on a conceptual literature review, the study shows that CAS–Risk 

Governance integration improves decision quality by aligning cost efficiency with risk 

considerations. Such integration enables organizations to balance short-term 

efficiency and long-term sustainability, supporting both operational effectiveness and 

organizational resilience. 

Theoretically, this study contributes by proposing an integrative framework 

that connects cost accounting, risk governance, managerial control, and governance 

oversight, thereby bridging two previously separate research streams. Practically, the 

findings encourage organizations to move beyond siloed practices by embedding risk 

considerations into cost accounting and using cost information in risk assessment and 

strategic planning. 

This study is limited by its conceptual nature and reliance on secondary data, 

and the proposed framework has not yet been empirically tested. Future research 

should validate the model across different organizational contexts and examine its 

impact on performance, risk management, and resilience. 

Overall, integrating CAS and Risk Governance offers a strategic pathway for 

organizations to enhance efficiency, accountability, and resilience in dynamic and 

uncertain business environments. 
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