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Abstract: Risk management in the public sectors of Serbia and Croatia is examined by distinguishing
between the formal establishment of risk management instruments and their process maturity in
practical application. It starts from the assumption that the existence of strategies, guidelines, risk
registers and reporting templates represents an important, but not sufficient, condition for effective
risk management. The actual maturity of the system is reflected in whether these instruments are
used in planning, decision-making, monitoring of weaknesses, implementation of corrective measures
and assessment of remaining, or residual, risk. The aim of the research is to compare the available
indicators of risk management development in the public sectors of Serbia and Croatia, with particular
emphasis on the difference between formally established instruments and their process usability. The
methodology is based on a comparative analysis of official reports, guidelines and publicly available
documents relevant to financial management, internal control and risk management. In the case of
Serbia, the analysis focuses on direct quantitative indicators, such as the adoption of risk management
strategies, preparation of risk registers and use of risk management guidelines. In the case of Croatia,
the analysis focuses on process indicators, including the Statement of Fiscal Responsibility, the Fiscal
Responsibility Questionnaire, identified weaknesses in internal controls, internal audit opinions and
activities aimed at developing integrated risk management. The expected contribution of the paper lies
in a clearer understanding of the relationship between formal institutionalisation and the practical use
of risk management as an instrument of managerial accountability, more efficient use of public resources
and improved public governance.
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1. INTRODUCTION

The efficiency of the public sector largely de-
pends on the ability of institutions to achieve
their objectives while using resources rational-
ly, complying with regulations, ensuring trans-
parency, and maintaining accountability to
citizens. In such an institutional environment,
risk management represents one of the key el-
ements of financial management and control
[11], as it enables potential threats to be identi-
fied, assessed, treated, and monitored in a time-
ly manner. Its purpose is not merely to avoid
undesirable events, but also to provide a basis
for better managerial decision-making, more
effective allocation of control activities, and the
strengthening of managerial accountability[3].

In practice, however, public institutions of-
ten face a gap between the formal establishment
of risk management systems and their actual
process maturity. Formal maturity refers to the
existence of prescribed documents, strategies,
guidelines, risk registers, and reporting tem-
plates. Process maturity, on the other hand,
refers to the extent to which these instruments
are genuinely integrated into management
processes, planning, decision-making, moni-
toring of measures, and reporting on results.
This distinction represents the starting point
of this paper.

The way in which risks are documented and
monitored is of particular importance. The
risk register, as one of the main instruments of
risk management, should not be understood
merely as a formal list of potential threats,
but as a working management document that
links objectives, processes, risks, existing con-
trols, planned measures, responsible persons,
deadlines, and implementation status[16].
Its value lies in enabling management to de-
termine which risks are the most significant,
where existing controls are insufficient, which
measures should be undertaken, and whether
the remaining level of risk is acceptable after
those measures have been implemented.

In this context, the distinction between in-
herent and residual risk is especially import-
ant. Inherent risk refers to the initial level of

42

exposure before the application of controls
and measures, while residual risk represents
the remaining level of risk after existing con-
trols and planned activities have been taken
into account[22]. If residual risk is not clearly
documented, risk management may remain at
the level of an administrative obligation, with-
out providing a clear insight into whether con-
trols and measures have actually contributed
to reducing risk exposure.

The subject of this paper is risk management
in the public sectors of Serbia and Croatia,
with particular emphasis on the formal and
process maturity of methodological and re-
porting mechanisms. The selection of Serbia
and Croatia is based on their regional and in-
stitutional comparability, as well as on the fact
that both countries are developing systems of
internal control and public internal financial
control in line with European principles, the
COSO framework, and the concept of man-
agerial accountability [6][4][5]. At the same
time, publicly available documents indicate
different ways of monitoring and presenting
the development of these systems. In Serbia,
direct indicators are available regarding the
adoption of risk management strategies, the
preparation of risk registers, and the use of
guidelines[15]. In Croatia, the state of the sys-
tem is assessed more through the Statement of
Fiscal Responsibility, the Fiscal Responsibility
Questionnaire, plans for eliminating weak-
nesses, internal audit opinions, and activities
aimed at introducing integrated risk manage-
ment[13].

The aim of the research is to compare the
key elements of risk management in the pub-
lic sectors of Serbia and Croatia, focusing on
the difference between formally established in-
struments and their process usability. The re-
search seeks to determine the extent to which
available documents and reporting mecha-
nisms provide insight into the maturity of risk
management, the documentation of risks, the
monitoring of weaknesses, the planning of
corrective measures, and the connection be-
tween risk management and managerial deci-
sion-making.
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Accordingly, the paper is based on the fol-
lowing research questions:

o What are the key indicators of the formal
establishment of risk management in the
public sector of Serbia?

o How are weaknesses and risk areas in
Croatia’s internal control system identified
through the mechanisms of fiscal responsi-
bility, self-assessment, and internal audit?

» To what extent can a transition be observed
in the analysed systems from the formal
documentation of risks towards the process
integration of risk management into plan-
ning, control, and decision-making?

o What are the similarities, differences, and
limitations of the available indicators for as-
sessing the maturity of risk management in
Serbia and Croatia?

Methodologically, the paper is based on
a comparative analysis of publicly available
official documents, reports, guidelines, and
templates relevant to financial management,
internal control, and risk management. The
analysis is carried out using a criteria-based
instrument that includes two groups of in-
dicators: indicators of formal maturity and
indicators of process maturity. Indicators of
formal maturity refer to the existence of a risk
management strategy, risk register, guidelines,
and reporting templates. Indicators of process
maturity refer to the monitoring of weakness-
es, planning and implementation of measures,
involvement of internal audit, follow-up of
recommendations, status of eliminating irreg-
ularities, and the integration of risk manage-
ment into management processes.

The expected contribution of the paper lies
in providing a clearer distinction between for-
mal and process maturity of risk management
in the public sector. The paper argues that the
mere existence of a strategy or risk register is
not sufficient for assessing the actual maturi-
ty of the system. It is also necessary to analyse
whether risks are monitored, whether mea-
sures are implemented, whether responsibility
for action is clearly assigned, and whether re-
sults are used in managerial decision-making.
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In this way, the research may contribute to a
better understanding of how risk management
in the public sector can evolve from a formal
obligation into a practical instrument of man-
agerial accountability and improved public
governance.

2. FORMAL AND PROCESS
CONDITIONS FOR EFFECTIVE RISK
MANAGEMENT IN THE PUBLIC
SECTOR

Effective risk management requires more
than the formal existence of procedures, reg-
isters, or reporting templates. It is based on
a clear connection between institutional ob-
jectives, identified risks, existing controls,
planned measures, and continuous monitor-
ing. Risk should therefore be understood not
only as a potential threat, but also as a man-
agerial category linked to decision-making
under uncertainty [22]. In this sense, risk
management enables public sector institu-
tions to anticipate events that may prevent the
achievement of objectives, but also to identify
opportunities for improving performance, ef-
ficiency, and accountability [2].

A fundamental precondition for risk as-
sessment is the clear definition of objectives.
If institutional objectives are not clearly for-
mulated, it is difficult to determine which
events may threaten their achievement and
how significant those events may be. Risk as-
sessment is therefore meaningful only when
risks are analysed in relation to objectives,
processes, resources, and expected results[20].
In this context, the impact of a risk represents
the possible consequence for the achievement
of objectives, while likelihood indicates the
probability that the risk will materialise. The
combination of these two dimensions enables
institutions to rank risks and focus resources
on those areas where exposure is the greatest.

Another important condition for effective
risk management is the existence of appro-
priate controls. Controls reduce uncertainty
and help keep risks within an acceptable level.
However, controls should not be understood
as an end in themselves. Excessive or poorly
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designed controls may slow down process-
es and reduce organisational efficiency, while
insufficient controls may leave institutions ex-
posed to unacceptable levels of risk [19]. For
that reason, risk management requires a bal-
anced approach: controls should be propor-
tionate, purposeful, and directed towards the
most significant risks[10].

The distinction between inherent and resid-
ual risk is particularly important for assessing
the maturity of a risk management system.
Inherent risk refers to the level of exposure
before controls are applied, while residual risk
refers to the level of exposure that remains af-
ter controls and risk treatment measures have
been implemented [5]. This relationship may
be expressed through the basic logic that in-
herent risk, reduced by controls, results in
residual risk. Therefore, a mature risk man-
agement system should not only identify and
assess risks, but also show whether existing
controls and planned measures actually re-
duce exposure to an acceptable level[6].

The risk register has a central role in this
process. It serves as a structured document
that records the results of risk identification,
assessment, treatment, and monitoring. A
well-designed risk register should include the
description of the risk, the objective or pro-
cess to which it relates, the assessment of like-
lihood and impact, existing controls, planned
measures, responsible persons, deadlines, im-
plementation status, and the level of residu-
al risk[16]. In this way, the register becomes
more than an administrative form; it becomes
a managerial tool that supports accountability,
prioritisation, and follow-up [8].

A further process condition is the regular
updating of the risk register. Risks change as
objectives, regulations, organisational struc-
tures, personnel, information systems, tech-
nologies, and external conditions change.
For this reason, risk management cannot
be reduced to a one-time exercise. It must
be embedded in regular planning, monitor-
ing, reporting, and internal review. A system
that only records risks once, without review-
ing changes in exposure or the effectiveness

of controls, remains formally established but
processually weak[10].

Finally, internal audit has an important role
in strengthening risk management maturity. By
assessing internal controls, reviewing risk man-
agement processes, and providing assurance
and recommendations, internal audit contrib-
utes to the reliability of the system. Its role is not
to take over managerial responsibility for risks,
but to provide independent insight into wheth-
er the risk management process is adequate-
ly designed and effectively implemented [22].
This is especially important in the public sector,
where risk management is closely connected
with legality, efficiency, accountability, and the
responsible use of public resources.

2.1. INTEGRATING RISK MANAGEMENT
INTO PUBLIC SECTOR GOVERNANCE
AND DECISION-MAKING

Effective risk management in the public
sector requires more than the formal adop-
tion of risk policies and reporting templates. It
depends on the extent to which risk manage-
ment is embedded in regular institutional pro-
cesses, policy design, programme implemen-
tation and managerial decision-making [21].
Public sector organisations are expected to
understand not only their formal responsibil-
ities, but also the risks that may prevent them
from achieving policy and organisational out-
comes. In this sense, risk management should
be treated as a continuous managerial process
rather than as an isolated compliance exercise.

A process-oriented approach requires sev-
eral institutional conditions[14]: the existence
of a risk management policy and framework,
clearly defined responsibility for managing
risk, systematic integration of risk manage-
ment into business processes, a positive risk
culture, communication and consultation
about risks, management of shared risks,
maintenance of risk management capability,
and regular review and continuous improve-
ment of the system. These elements show that
the maturity of risk management cannot be
assessed only by the existence of formal doc-
uments, but also by the way in which risks are
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understood, communicated, monitored and
used in decision-making.

The logic of a process-oriented approach
can also be illustrated through risk-based
compliance models. Such models show that
institutional responses should be proportion-
ate to the assessed level of risk and behaviour
of regulated or controlled actors. Where actors
are willing to comply, the appropriate institu-
tional response is to make compliance easier
and provide support[1]. Where actors are un-
willing or deliberately refuse to comply, stron-
ger detection and enforcement mechanisms
are required[1]. This illustrates an important
feature of mature risk management: controls
and corrective actions should not be applied
uniformly, but should be adjusted according to
the level and nature of risk.

In the context of public sector governance,
this model supports the distinction between
formal and process maturity. A formally estab-
lished system may contain policies, registers
and templates, while a process-mature system
[9] uses risk assessment results to prioritise
controls, differentiate institutional responses,
allocate resources and monitor the effective-
ness of measures.

This distinction is particularly relevant for
public sector organisations, where risks are of-
ten linked not only to financial loss, but also to
legality, service delivery, public trust, integrity,
policy implementation and the efficient use of
public resources. Therefore, the quality of risk
management should be assessed through both
dimensions: the existence of formal instru-
ments and the extent to which those instru-
ments influence managerial behaviour and
decision-making. A risk register, for example,
has limited value if it is prepared only to sat-
isfy reporting requirements. Its practical val-
ue depends on whether it is regularly updat-
ed, whether risk owners are clearly identified,
whether mitigation measures are monitored,
and whether the information it contains is
used to guide institutional priorities.

Consequently, effective risk management in

the public sector requires a shift from a compli-
ance-based approach to a management-based
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approach. The compliance-based approach
focuses primarily on whether required docu-
ments exist, while the management-based ap-
proach examines whether risk information is
used to improve planning, strengthen controls,
prevent weaknesses and support accountabili-
ty[18]. This shift is essential for transforming
risk management from a formal administra-
tive obligation into a practical tool of public
governance.

3. THE RISK REGISTER AS A TOOL
FOR EFFECTIVE MANAGEMENT
IN THE PUBLIC SECTOR

The risk register represents one of the key
formal instruments of risk management in the
public sector. It is a structured document or
database in which identified risks are record-
ed, assessed, assigned to responsible persons
and monitored over time[16]. Its purpose is
not only to provide a list of potential threats,
but to create a systematic basis for managing
risks that may affect the achievement of in-
stitutional objectives, the implementation of
public policies, the use of public resources and
the quality of service delivery. In this sense,
the risk register is closely connected with the
broader understanding of risk management
as a structured process that supports deci-
sion-making, accountability and the achieve-
ment of organisational objectives [8][5].

In an effective risk management system, the
risk register links institutional objectives with
specific risks, existing controls, planned mitiga-
tion measures, deadlines, responsible persons
and the status of implementation[7]. In this
way, it enables management to identify which
risks are most significant, where controls are in-
sufficient, which measures should be prioritised
and whether the remaining level of risk is ac-
ceptable. This is particularly important because
risk management should not be reduced to the
identification of risks alone, but should include
assessment, treatment, monitoring and review
as continuous phases of the management pro-
cess [8]. Therefore, the risk register should be
understood as a managerial tool, not merely as a
reporting template or administrative obligation.
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The importance of a risk register lies in
its ability to support proactive management.
By identifying and assessing risks at an early
stage, public sector institutions can anticipate
potential weaknesses, allocate resources more
efficiently and take preventive or corrective
measures before problems escalate. This is par-
ticularly important in the public sector, where
risks may affect legality, budget execution,
procurement, service delivery, public trust
and institutional accountability. INTOSAI [7]
emphasises that internal control systems in the
public sector should provide reasonable assur-
ance that public resources are used economi-
cally, efficiently, effectively and in accordance
with regulations. In that context, a well-main-
tained risk register strengthens transparency
because it creates a documented trail of identi-
fied risks, planned responses and the progress
of implementation.

For the risk register to be effective, it must
be regularly updated and integrated into plan-
ning, monitoring and reporting processes. A
register that is prepared once and not subse-
quently reviewed has limited practical value.
Its usefulness depends on whether risk owners
are clearly assigned, whether mitigation mea-
sures are realistic, whether deadlines are mon-
itored and whether changes in risk exposure
are recorded. Literature on risk registers also
emphasises that they should be iterative, flexi-
ble and adapted to new information, changing
circumstances and organisational priorities
[10]. In this sense, the quality of the risk regis-
ter is directly linked to the process maturity of
the risk management system.

In addition, a risk register should be fit for
purpose, meaning that its structure, method-
ology and criteria should correspond to the
objectives of the institution, the nature of its
processes, management needs and the regula-
tory environment in which it operates.

The development of risk registers [10]
should be guided by several important prin-
ciples, including purposefulness, flexibility,
systems-level understanding, transparency,
consistency, repeatability and interoperability.
Although these principles are discussed in the
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context of public health emergency manage-
ment[12], they are also relevant for public sec-
tor risk management more broadly, because
they show that a risk register should support
evidence-based, comparable and auditable de-
cision-making[4].

The register should also enable a clear dis-
tinction between inherent and residual risk.
Inherent risk refers to the level of exposure
before controls are applied, while residual risk
represents the level of exposure that remains
after existing controls and planned mitigation
measures have been taken into account. This
distinction is essential because it allows man-
agement to assess whether controls are effec-
tive and whether the remaining risk is accept-
able. Within internal auditing and risk-based
control[19], risk registers may be used as ev-
idence of risk identification, assessment and
management decisions, while the relationship
between inherent risk, controls and residual
risk provides a practical basis for evaluating
the effectiveness of the control system.

In the context of this paper, the risk register is
particularly relevant for distinguishing between
formal and process maturity. Formal maturi-
ty is reflected in the existence of a prescribed
register, standardised templates and method-
ological guidelines. Process maturity, howev-
er, is reflected in the actual use of the register
for decision-making, prioritisation of controls,
monitoring of mitigation measures and assess-
ment of residual risk. Therefore, the existence
of a risk register is only the starting point; its
real value depends on whether it functions as an
active instrument of managerial accountability
and effective public governance.

4. COMPARATIVE RESEARCH
CONTEXT: FORMAL AND PROCESS
MATURITY IN SERBIA AND CROATIA

This section presents the comparative re-
search context for analysing risk management
maturity in the public sectors of Serbia and
Croatia. The two cases are regionally and in-
stitutionally comparable, as both systems have
developed within the broader framework of
public internal financial control, financial
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management and control, internal audit, and
managerial accountability. At the same time,
the publicly available documents show differ-
ent approaches to reporting and monitoring
the development of risk management.

Serbia provides more direct indicators of
formal maturity, such as the adoption of risk
management strategies, preparation of risk
registers and use of risk management guide-
lines. Croatia, on the other hand, provides
stronger insight into process maturity through
the fiscal responsibility framework, self-assess-
ment mechanisms, identification of weakness-
es, internal audit opinions and the ongoing
transition toward integrated risk management.

4.1. SERBIA: FORMAL INDICATORS
OF RISK MANAGEMENT MATURITY

In the case of Serbia, the available official
documentation provides relatively clear quan-
titative indicators of the formal establishment
of risk management in the public sector. The
Consolidated Annual Report [15]on the State
of Public Internal Financial Control in the
Public Sector of the Republic of Serbia for
2024 is based on the annual reports submit-
ted by public funds users and provides data on
the development of financial management and
control, internal audit and related risk man-
agement instruments.

A significant basis for assessing the state of
the system is the number of submitted financial
management and control reports. For 2024, a
total of 4,890 [15] public funds users submit-
ted reports, which represents a broad reporting
base for analysing the formal development of
internal control and risk management mecha-
nisms in the Serbian public sector. The report
[15] also notes that the most important pub-
lic sector institutions submitted their reports,
which increases the relevance of the findings for
assessing the overall state of the system.

The key formal indicators of risk manage-
ment maturity in Serbia are the adoption of
risk management strategies, the preparation of
risk registers and the use of risk management
guidelines. According to the 2024 report[15],
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71.34% of all public funds users adopted a
risk management strategy, while 58.27% pre-
pared a risk register. The difference between
these two indicators suggests that the strategic
framework of risk management is more devel-
oped than its operational documentation. In
other words, a larger number of institutions
have adopted a formal strategic document,
while a smaller number have translated that
framework into a structured register that en-
ables the systematic recording, assessment and
monitoring of risks.

The data also show relatively balanced re-
sults between the central and local levels. At
the central level[15], 71.12% of public funds
users adopted a risk management strategy and
56.81% prepared a risk register. At the local
level, the corresponding figures are[15] 71.61%
for risk management strategies and 59.76% for
risk registers. These results indicate that there
is no substantial difference between the two
levels in terms of formal maturity, although
the local level shows slightly better results in
the preparation of risk registers.

More significant differences are visible when
individual categories of public funds users are
analysed. Organisations of compulsory social
insurance show the highest level of formal ma-
turity[15], with 100% of organisations having
both a risk management strategy and a risk
register. Ministries with administrative bodies
within their structure also show relatively high
results[15]: 85.71% have adopted a risk man-
agement strategy and 81.63% have prepared a
risk register. These findings indicate that key
central-level institutions have made greater
progress in formally establishing risk manage-
ment instruments.

At the same time, the results are weaker in
some other categories. Enterprises owned by
the Republic of Serbia recorded [15] 63.83%
for the adoption of risk management strategies
and 62.77% for the preparation of risk registers.
Although these two indicators are relatively
balanced, they suggest that further strength-
ening of formal risk management tools is still
needed in this segment of the public sector. At
the local level, direct budget users achieved
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relatively high results, with 89.25% having ad-
opted a risk management strategy and 77.42%
having prepared a risk register[15].

The development trend is also relevant for
assessing formal maturity. In the period 2023-
2024, the largest progress among all public
funds users was recorded in the adoption of
risk management strategies[15], with an in-
crease of 8.75%, and in the preparation of risk
registers, with an increase of 9.86%. Among
priority public funds users, the increase was
9.30% [15]for risk management strategies and
10.00% for risk registers[15]. This indicates
that risk management tools are becoming more
widely institutionalised, particularly among
categories considered especially important for
the functioning of the public sector.

However, formal progress does not neces-
sarily imply full process maturity. The Serbian
report[15] explicitly states that the risk assess-
ment component remains weak and that risk
documentation, including risk management
strategies and risk registers, is still not at a
satisfactory level. It also notes that control ac-
tivities for risk mitigation, responsibilities for
their implementation, as well as monitoring
and updating, remain insufficiently developed.
At the same time, the use of methodological
support is relatively widespread, as 67.22%]15]
of public funds users use the Risk Management
Guidelines when establishing and developing
internal control systems[16].

Therefore, Serbia provides a useful example
of a system in which formal indicators of risk
management maturity can be clearly identified
and measured. The available data show a rela-
tively advanced level of formal establishment,
particularly in terms of adopted strategies
and risk registers, but also point to the need
for further development of process maturity.
The main challenge is not only to increase the
number of institutions with formal risk man-
agement documents, but to ensure that these
documents are actively used for risk assess-
ment, mitigation planning, monitoring, up-
dating and managerial decision-making.
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4.2. CROATIA: PROCESS INDICATORS
AND INTEGRATED RISK MANAGEMENT
DEVELOPMENT

In the case of Croatia, the available public
documents provide a different type of evidence
compared with Serbia. While the Serbian re-
port contains direct quantitative indicators on
the adoption of risk management strategies,
the preparation of risk registers and the use of
risk management guidelines, the Croatian doc-
umentation is more strongly oriented towards
the assessment of internal control weaknesses,
fiscal responsibility, internal audit opinions
and the gradual development of integrated risk
management. Therefore, Croatia is particular-
ly relevant for analysing process indicators of
risk management maturity.

The draft Consolidated Annual Report on
the System of Internal Controls in the Public
Sector of the Republic of Croatia for 2024
[13] was prepared on the basis of all 610 sub-
mitted Statements of Fiscal Responsibility,
together with the accompanying documen-
tation. This documentation included the
Fiscal Responsibility Questionnaire, Plans for
Eliminating Weaknesses and Irregularities,
Reports on Eliminated Weaknesses and
Irregularities from the previous year, and
Internal Audit Opinions on the system of in-
ternal controls in areas audited during the pre-
vious year[13]. In addition, reports of the State
Audit Office were analysed, as they contain in-
formation on weaknesses in internal controls
related to budgetary processes and provide or-
ders and recommendations for improvement.

The data show that, out of 610 submit-
ted Statements of Fiscal Responsibility for
2024, 72 statements, or 12%, were submit-
ted as Statement la, while 538 statements, or
88%, were submitted as Statement 1b [13].
Compared with 2023, when 55 users submit-
ted Statement 1a, the number increased to 72
in 2024[13]. This indicates a certain improve-
ment in the self-assessed state of internal con-
trols, although the predominance of Statement
1b shows that weaknesses remain present in a
large part of the system[13].
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A more detailed insight into process ma-
turity is provided by the reasons for sub-
mitting Statement 1b. In 2024, 531 users
based Statement 1b on weaknesses in the
internal control system identified through
self-assessment in the Fiscal Responsibility
Questionnaire[13]. In addition, 142 users re-
ferred to unimplemented orders and recom-
mendations of the State Audit Office, while six
users referred to other available information
on institutional operations, including inves-
tigations related to suspected irregularities of
a corruptive nature[13]. The document also
emphasises [13] that Internal Audit Opinions
must be taken into account when answering
the Questionnaire, and that if internal audit
findings or recommendations affecting a par-
ticular answer have not been implemented, the
user cannot provide a positive answer without
prior agreement with internal audit.

The Fiscal Responsibility Questionnaire
functions as an important process indicator
because it tests the functioning of internal
controls in key budgetary processes, including
budget and financial planning, budget execu-
tion, public procurement, accounting, report-
ing, transparency and asset management. The
analysis [13] for 2024 shows a positive trend,
as weaknesses and irregularities decreased in
all questionnaire areas compared with 2023.
Nevertheless, the largest number of weak-
nesses was still recorded in asset manage-
ment, where 433 users identified weaknesses
in 2024[13], compared with 463 in 2023[13].
Weaknesses in budget or financial plan exe-
cution were identified by 408 users, compared
with 430 in 2023, while accounting weakness-
es were identified by 295 users, compared with
337 in the previous year[13].

Other areas also show improvement, al-
though weaknesses remain visible. In 2024,
144 users identified weaknesses in report-
ing and other areas, compared with 165 in
2023[13]; 92 wusers identified weaknesses
in public procurement, compared with 106
in 2023[13]; 87 users identified weakness-
es in budget or financial planning, compared
with 109 in 2023[13]; and 40 users identified
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weaknesses in transparency, compared with
50 in 2023[13]. These indicators are not direct
measurements of risk registers or risk strate-
gies, but they provide a useful picture of risk
areas within the internal control system.

The Croatian data also point to recurring
structural weaknesses. The most significant
weaknesses identified through self-assessment
at the level of counties, cities and municipali-
ties relate to asset management, budget execu-
tion and accountin. The document [13] notes
that weaknesses in asset management have
been eliminated slowly over a six-year period,
partly because of the complexity of the area,
the involvement of many stakeholders and ex-
ternal institutions, and the financial resources
required for resolving property-related issues.
This indicates that process maturity depends
not only on the identification of weaknesses,
but also on the capacity to implement correc-
tive measures over time.

A vparticularly important feature of the
Croatian case is the transition towards inte-
grated risk management. A horizontal audit of
the risk management process was conducted
in four ministries[13]: the Ministry of Finance,
the Ministry of Regional Development and
EU Funds, the Ministry of Justice, Public
Administration and Digital Transformation,
and the Ministry of Health. The purpose of
this audit was, among other things, to deter-
mine the extent to which risk management
is an integral part of management and deci-
sion-making processes[13]. This is highly rel-
evant for assessing process maturity, because
it shifts the focus from the mere existence of
formal instruments towards their actual use in
governance and decision-making.

The same document states that the purpose
of the horizontal audit was to collect informa-
tion that would be used to amend the relevant
legal framework governing the form and pro-
cedures of risk management in strategic plan-
ning and managerial decision-making[14].
Furthermore, amendments to the Act on the
System of Internal Controls in the Public
Sector introduced the obligation to establish
integrated risk management for all entities
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covered by the Act[14], while the Ministry
of Finance became responsible for preparing
guidelines for integrated risk management.

Therefore, Croatia may be understood as
a case in which risk management maturity is
primarily visible through process-oriented
mechanisms: self-assessment, identification
of weaknesses, monitoring of corrective mea-
sures, internal audit opinions, quality assur-
ance activities and the development of inte-
grated risk management. Unlike Serbia, where
formal indicators such as risk strategies and
risk registers are directly measurable, Croatia
provides stronger evidence of how internal
control weaknesses are identified, reported
and linked to further institutional develop-
ment. This makes the Croatian case particu-
larly important for analysing the transition
from formal compliance towards process in-
tegration of risk management into planning,
control and managerial decision-making.

4.3, COMPARATIVE RELEVANCE
OF THE Two CASES

The comparative relevance of Serbia and
Croatia lies in the fact that both countries have
developed public internal financial control
systems within a broadly similar regional and
administrative context, while their publicly
available documents present different types of
evidence on risk management maturity. This
makes the two cases suitable for analysing the
relationship between formal and process ma-
turity in public sector risk management.

Serbia is particularly relevant as a case of
formal maturity because its Consolidated
Annual Report[15] provides direct quanti-
tative indicators on the establishment of risk
management instruments. The available data
show the percentage of public funds users that
have adopted risk management strategies, pre-
pared risk registers and used risk management
guidelines. These indicators make it possible
to assess the extent to which risk management
has been formally institutionalised within the
public sector.

50

Croatia, on the other hand, is relevant as a
case of process maturity because its available
documentation[13] places stronger emphasis
on fiscal responsibility, self-assessment, inter-
nal control weaknesses, internal audit opin-
ions and corrective measures. Although the
Croatian documents do not provide the same
direct indicators on risk strategies and risk
registers, they offer insight into how weakness-
es are identified, monitored and linked to in-
stitutional improvement[13][14]. In addition,
the ongoing transition towards integrated risk
management shows that the Croatian system
is moving from a compliance-based model to-
wards a more process-oriented approach.

The comparison is therefore not based on
identical indicators, but on complementary
dimensions of maturity. Serbia provides clear-
er evidence of formal establishment, while
Croatia provides stronger evidence of pro-
cess-oriented monitoring and development.
This distinction is important because a mature
risk management system requires both dimen-
sions. Formal instruments, such as strategies,
guidelines[14][16] and registers, are necessary
for standardisation and accountability, but
they are not sufficient if they are not used in
planning, decision-making, monitoring and
corrective action.

From a methodological perspective, the
comparison also highlights the limitations of
relying only on quantitative indicators. A high
percentage of adopted strategies or prepared
registers may indicate progress, but it does not
necessarily prove that risks are actively man-
aged. Conversely, the absence of direct quan-
titative indicators on registers does not mean
that risk management is underdeveloped, if
the system contains strong mechanisms for
self-assessment, audit follow-up, identification
of weaknesses and continuous improvement.

For this reason, the Serbian and Croatian
cases together provide a useful basis for exam-
ining risk management maturity as a multidi-
mensional concept. The Serbian case shows
the importance of formal institutionalisation,
while the Croatian case illustrates the impor-
tance of embedding risk management into

Snezana MAKSIMOVIC, Goran BABIC, Miroslava JEVTIC @ RISK MANAGEMENT IN THE PUBLIC SECTOR OF SERBIA
AND CROATIA: A COMPARATIVE ANALYSIS OF FORMAL AND PROCESS MATURITY



MB University International Review - MBUIR 2026 e Vol. 4 @ No. 1 @ 41-53

broader governance, fiscal responsibility and
internal control processes. Their comparison
supports the central argument of this paper:
effective risk management in the public sec-
tor depends not only on the existence of for-
mal documents, but also on their actual use as
tools for managerial accountability, prioritisa-
tion of controls, monitoring of measures and
improvement of public governance.

5. CONCLUSION

This paper analysed risk management in the
public sectors of Serbia and Croatia through the
distinction between formal and process matu-
rity. The starting assumption was that the exis-
tence of formal instruments, such as strategies,
guidelines, risk registers and reporting tem-
plates, is necessary but not sufficient for effec-
tive risk management. A mature system also re-
quires that these instruments are actively used
in planning, decision-making, monitoring of
weaknesses, implementation of corrective mea-
sures and assessment of residual risk.

The Serbian case shows a relatively devel-
oped level of formal maturity. The available
data [15] provide direct quantitative indicators
on the adoption of risk management strategies,
the preparation of risk registers and the use of
risk management guidelines. These indicators
make it possible to assess the extent to which
risk management has been formally institution-
alised in the public sector. However, the same
findings also suggest that formal establishment
does not automatically ensure process maturity.
The difference between the percentage of insti-
tutions that adopted risk management strategies
and those that prepared risk registers indicates
that the strategic framework is more developed
than operational documentation and systemat-
ic monitoring[15].

The Croatian case provides a different
type of evidence. Instead of direct indicators
on strategies and registers, the available doc-
uments [13] emphasise fiscal responsibility,
self-assessment, internal control weaknesses,
internal audit opinions, corrective measures
and the transition towards integrated risk
management. This makes Croatia particularly

relevant for analysing process maturity. The
Croatian system shows how weaknesses in in-
ternal controls are identified, documented and
linked to further institutional improvement.
At the same time, the introduction of integrat-
ed risk management indicates a shift from a
compliance-based approach towards a broader
model in which risks should be connected with
strategic planning, managerial decision-mak-
ing and continuous improvement[13].

The comparison of the two cases shows that
risk management maturity cannot be measured
through one type of indicator only. Serbia pro-
vides stronger evidence of formal institutional-
isation, while Croatia provides stronger insight
into process-oriented mechanisms. These two
dimensions are complementary. Formal matu-
rity ensures standardisation, comparability and
accountability, while process maturity shows
whether risk management is actually embedded
in governance practices and used as a tool for
improving institutional performance.

The analysis also confirms the importance of
the risk register as a central instrument of risk
management. However, the value of a risk regis-
ter depends on its practical use. If it is prepared
only to satisfy formal reporting requirements,
its contribution to management remains lim-
ited. If, however, it links objectives, risks, con-
trols, mitigation measures, responsible persons,
deadlines, implementation status and residual
risk, it becomes an active tool of managerial
accountability. In this sense, the assessment of
residual risk is particularly important, because
it shows whether existing controls and planned
measures have actually reduced the level of ex-
posure to an acceptable level.

The main conclusion of the paper is that ef-
fective risk management in the public sector
requires the integration of formal and pro-
cess maturity. Public institutions need formal
frameworks, but they also need mechanisms
that ensure regular updating, monitoring, re-
sponsibility, audit follow-up and the use of risk
information in decision-making. Without this
connection, risk management may remain an
administrative exercise[17]. With it, risk man-
agement can become a practical instrument
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for strengthening internal controls, improv-
ing the use of public resources, supporting ac-
countability and enhancing the quality of pub-
lic governance.

Future development of risk management
in both systems should therefore focus not
only on increasing the number of institutions
with formal risk management documents,
but also on improving the quality of their use.
Particular attention should be given to the

standardisation of risk registers, clearer assess-
ment of inherent and residual risk, stronger
monitoring of mitigation measures, better in-
tegration with internal audit findings and the
use of risk information in strategic and opera-
tional decision-making. This would contribute
to transforming risk management from a for-
mal obligation into an effective mechanism of
public sector governance.
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YNPAB/bABE PUSULUUMA Y JABHOM CEKTOPY CPBUJE U XPBATCKE:
KOMIMAPATUBHA AHAJIN3A ®OPMAJIHE U NMPOLECHE 3PEJIOCTU

Pe3ume: Ynpas/barbe pusnumma y jaBHom cektopy Cpbuje n XpBarcke ucnmTyje ce Kpo3 pasinkoBare
(opmManHor ycrnocTaB/bara MHCTPYMeHATa Yrnpas/barkbd pU3MUMMA U HUXOBE MPOLECcHe 3penocTn y
NPAKTUYHOJ NpuMeHn. [101a3u ce 0g CTAHOBMLLITA ga NoCTojarbe CTpaternjd, CMepHuLd, pernctapa pu-
31KQa M M3BeLITAjHMX 00pa3aLa npegeTas/ba 3HAYAjaH, Al He M GOBO/bAH MPegyc/ioB 3a §esI0TBOPHO
ynpas/barbe pusmnymma. CTBapHa 3pejiocT cuctema orjiega ce 'y Mepu y Kojoj ce HaBegeHn MHCTPYMeH-
T KOPUCTe y MPOLIecMMa NaaHNparbd, goHoLera 0gyka, npahera yoyeHnx c1aboctu, cnpoBohera
KOPeKTUBHMX Mepa 1 npoLeHe npeoctanor, 0GHOCHO pe3ngyanHor pusnka. Lin/b ncTpaxusarea je ga
ce ynopege gocTynHu MOKA3aTe/bu pa3B1jeHOCTH yrnpas/barba pusnumMma y jasHom cektopy Cpbuje u
XpBatcke, ca nocebHNM HArAAackoM Ha pasanky uamely opManHo ycnocTaB/beHnx MHCTPyMeHaTa 1
HbMXOBe CTBAPHe rpoLecHe ynoTpeb/bMBocTi. MeTogonoLWwKM MpUCTYN 3aCHUBA Ce Ha KOMMNAPATUBHO)
aHAM3M 3BAHNYHNX M3BeLITAjd, CMEePHULA 1 jaBHO JOCTYMHMUX JOKYMEeHATd peseBaHTHuX 3a 06aact
PUHAHCUCKOT yNpaB/barba, YHYTPALLHUX KOHTPOIA M YNpaB/bakwa pusnumma. Y ciyydajy Cpbuje aHa-
JM3npajy ce HermnocpegHn KBAHTUTATUBHM MOKA3aTe/byu, KAO LWTO Cy yCBAjare CTpaTernja ynpas/bara
pu3numMma, u3paga pernctapa puU3nka v npumMeHa cMepHuLa. Y ciydajy XpBarcke, npegmer aHanm3e
YuHe MpoLeCcHN MoKa3aTesby, Ykbydyjyhn U3jaBy o guckanHoj ogroBopHOCTH, YIUTHUK O PUCKAHO]
0QroBOPHOCTH, NGeHTUPMKOBAHE CIAOOCTM CUCTEMA YHYTPALLHMX KOHTPOIA, MULL/bEHA YHYTPALLIHe
peBu3unje 1 AKTMBHOCTU YCMepeHe KA MHTerpucaHoM yrnpas/barby pu3numma. OYeknBaHu gornpuHoC
paga ornega ce y npogyb/byuBarby pasymeBarba 0gHocd u3mely ¢opmanHe MHCTUTYLMOHANMU3ALM]e
1 NPAKTUYHEe NpUMeHe yrnpas/barba PU3NLIMMA KGO MHCTPYMEHTA yrpas/bayke 0groBOPHOCTH, paLimo-
HanHujer kopuwherba jaBHMX pecypca u yHanpehera KBanMTeTa jaBHOr Yrpas/barba.

K/byuHe peun: yrpas/barbe pu3nLmMa; jaBHy CeKTOP; PerncTap pu3nka; peangyanHu pusnk; yHyTpallHe
KOHTpO/Ie; POPMAHA 3PEeOCT; MPOLECHA 3pesoc
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