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Abstract
This study aims to determine the Critical Success Factors (CSF), and Islamic Corporate Governance (ICG) as a mediating variable on the influence of the COSO Enterprise Risk Management (ERM) Framework on the financial performance of Islamic Banks. The type of research is a quantitative approach, and secondary data in the form of financial statements published on the Bank's website during the research period 2014 to 2023. All variables include panel data manifest variables. Data analysis using Path Analysis. Where the beta estimator value is obtained by FGLS (Feasible Generalized Least Squares) to measure how much percentage of the dependent variable can be explained by the regression model. The results showed that in part, Critical Success Factors (CSF), and Islamic Corporate Governance (ICG) had a significant positive effect on the effect of COSO ERM on the financial performance of Islamic Banks. The results of this study support Signaling Theory, because it shows that the application of COSO ERM, CSF, and ICG can be an important signal in building stakeholder confidence in the performance of Islamic Banks.
In addition, the findings are also in line with Risk Management Theory, which suggests that investments in risk management will reduce operational risk and improve long-term stability, although the initial impact on profitability could be negative. The findings provide important implications for risk management, governance of Islamic Banks and the key to success in improving the financial performance of banks through the implementation of a holistic framework in accordance with Shariah principles.
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Abstrak
Penelitian ini bertujuan untuk mengetahui Critical Success Factors (CSF), dan Islamic Corporate Governance (ICG) sebagai variabel mediasi pada pengaruh COSO Enterprise Risk Management (ERM) Framework terhadap kinerja keuangan Islamic Bank. Jenis penelitian adalah pendekatan kuantitatif, dan data sekunder berupa laporan keuangan yang diterbitkan di situs web Bank selama periode penelitian 2014 hingga 2023. Semua variabel menyertakan variabel manifes panel data. Analisis data menggunakan Analisis Jalur. Dimana nilai estimator beta diperoleh oleh FGLS (Feasible Generalized Least Squares) untuk mengukur seberapa besar persentase variabel dependen dapat dijelaskan dengan model regresi. Hasil penelitian menunjukkan bahwa sebagian, Critical Success Factors (CSF), dan Islamic Corporate Governance (ICG) berpengaruh posistif signifikan terhadap pengaruh COSO ERM pada kinerja keuangan Islamic Bank. Hasil penelitian ini mendukung Teori Signaling, karena menunjukkan bahwa penerapan COSO ERM, CSF, dan ICG dapat menjadi sinyal penting dalam membangun kepercayaan pemangku kepentingan terhadap kinerja Islamic Bank.
Selain itu, temuan ini juga sejalan dengan Teori Manajemen Risiko, yang menunjukkan bahwa investasi dalam manajemen risiko akan mengurangi risiko operasional dan meningkatkan stabilitas jangka panjang, meskipun dampak awalnya terhadap profitabilitas bisa negatif. Temuan ini memberikan implikasi penting bagi manajemen risiko, tata kelola Islamic Bank dan kunci sukses dalam meningkatkan kinerja keuangan bank melalui penerapan kerangka kerja yang holistik sesuai dengan prinsip syariah.

Kata kunci: Framework COSO ERM; Critical Success Factors (CSF); Islamic Corporate Governance (ICG); Kinerja Keuangan; Bank Syariah

INTRODUCTION 
Along with the globalization development, the implementation of Islamic finance goes globalized and gets a good reception from various continents and regions in Asia, Afrika, Australia, Europe, America, Canada, Middle East and many other regions around the world. In an increasingly complex era of globalization, the Islamic banking industries have significant challenges in managing the risks and developing the financial performance (Karasik et al., 2007). The COSO (ERM) Framework is helpful for an organization to identify, evaluate, and manage risks effectively (Scannell et al., 2013). The implementation can give a sistematic structure in risk management that improves the operational efficiency and financial performance. In the other hand, the Critical Success Factors (CSF) has a function as the main indicator to determine the success of an organization in achieving its strategic goal (de Oliveira et al., 2019; Nunes & Abreu, 2021). In the context of Islamic banking, CSF includes factors of customer satisfaction, product innovation, and submission to sharia principles (Ahmed et al., 2021; Nugroho, 2021). The Islamic Corporate Governance (ICG) plays crucial roles to assure that business performance operates in accordance with sharia principles. ICG does not only guarantee transparency and accountability, but also grows the customer trust to the Islamic financial institutions (Sulistiyo et al., 2020).
Corporates use the Corporate Risk Management of Banking Sector model and the integrated model to measure the Corporate Risk Management Index for the 10 commercial banks. The corporates use the index as the most important independent variables and adopt Return On Average Equity (ROAE), Price Earnings Ratio (SPR), and Enterprise Value (FV) as three independent dependent variables (Kanakriyah et al., 2024; Oniovosa & Godsday, 2023).
COSO (ERM) is the framework to organize risks in the organizations. The factor includes using and implementing the framework of COSO (ERM) in Islamic banks situation (Efe, 2023). The factor of Critical Success Factors (CSF) is a crucial factor to make a successful project or initiative (Müller & Jugdev, 2012).  In the context of this research, the major factors that affect the financial performance of the Islamic banks need to be considered, such as the sustainable business model, effective risk management, sharia submission, liquidity management, income growth, and so on (Alharthi, 2017).
One of the causes of crisis is the failure of implementing risk management. By applying it, the organization can reduce unexpected and expensive surprises, and the resource allocation can be more effective (Gennaro & Nietlispach, 2021). It will improve the communication and report the threat to the senior management that the organization can reconcile, so it can ultimately help them in making better decision (Abudi, 2013). The risk management and the performance measurement must be compatible with each other to enable the company determining and directing its overall risk profile and strategic direction as well (Kanu, 2020). In performing ICG, the separation between ownership and management make a conflict known as agency conflict (Baig et al., 2024; Mukhtaruddin et al., 2022). The managers sometimes have purposes and other interests which are contrary to the company’s objectives and sometimes ignore the interests of stakeholders (Schormair & Gilbert, 2020). The purpose of this research is to analyze COSO (ERM) Framework, Critical Success Factors (CSF), and Islamic Corporate Governance (ICG) to financial performance of Islamic banks and how are the reactions when Critical Success Factors (CSF) and Islamic Corporate Governance (ICG) mediate COSO (ERM) Framework to strengthen the financial performance of Islamic banks (Al-Khadash & Jireis, 2017).  
To improve the quality of education, risk management is essential for reduce risks that have occurred and will occur in educational institutions (Rahmawati & Hidayat, 2024). The implementation of this strategy can avoid and reduce the impact of risks for Educational Academy for Educational Governance. improve the quality risk management proccess in educational organizations, taking into account the impact of hazardous and favorable factors, and to develop an appropriate step-by-step algorithm of actions and a risk assessment form quality management systems of educational organizations on the substantiation of precautionary (Bazaluk et al., 2024).
 
LITERATURE REVIEW
[bookmark: _Toc177964379][bookmark: _Toc177966139][bookmark: _Toc180583246]Hypothesis Development
The Previous Studies and Research Originality 
According to (Sutrisno, 2009:53), financial performance is an achievement which is reached by a company in a certain period that reflects the health level of the company. (Hanafi & Halim, 2007:69) said that financial performance is a formal effort to evaluate the efficient and effective activities in a company in a certain time period. In agreement with (Rudianto, 2013:189), financial performance is the result of the company operational activities that are presented in financial numbers. The company must compare the results of recent activities with the previous financial performance, balance sheet budget, income statement, and the average financial performance of similar companies. Based on those expert opinions, the writer concludes that financial performance is one of the analyses to see the extent to which a company implements financial implementation rules properly and correctly, such as to make a financial report that meet the standards and provisions in SAK (Standard of Financial Accounting) or GAAP (General Accepted Accounting Principle), and so on.
Performance in accounting term is a quantitative effectivity in running a business for a certain period of time (Siegel & Shim, 1994). Financial performance is an explanation of the economic consequence obtained by a company or bank over a determined period of time through its efforts to generate profits efficiently and effectively, and the evolution in the financial report (Putri & Dharma, 2016). Generally, bank performance is a description of its operational performance, and the bank financial performance is the report of bank financial position over a determined time period, both in terms of income and funding (Munir, 2017).

Signaling Theory
Signaling theory is a sign or signal of information needed by investors and potential investors to determine and consider whether or not investors will invest in the company. So signaling theory is a useful framework for understanding how companies use voluntary disclosures to signal their performance to investors and other stakeholders. Signaling theory is based on the assumption that the information received by each party is not the same. This theory is related to information asymmetry which indicates the existence of information asymmetry between company management and parties with information interests (Siddique et al., 2021).

Risk Management Theory
Risk Management Theory is a complex and diverse approach to identify, analyze, evaluate, and manage risks in many contexts, such as business, finance, project, health, technology, environment, and many more. It is an attempt to recognize, analyze and control risks in the company activities with a purpose to obtain higher effectivity and efficiency (Darmawi, 1990). The Risk Management Theory shows how COSO ERM can be integrated to support strategic and financial (Shibani & De Fuentes, 2017). It is found that the implementation of ERM has an affirmative relation with the company performance, particularly with the companies that have high uncertainty level (Gordon et al., 2009). In this theory, corporates which adopted ERM tend to have lower market risks, as it affects the stability and financial report of the corporates (M. Beasley et al., 2008).  By combining the Risk Management Theory, COSO (ERM), CSF and ICG, the organizations are able to build an effective and sustainable risk management system to encounter obstacles and uncertainty in the global market. Their relations are very important because COSO (ERM) Framework facilitate a structured approach to practice an effective risk management in an organization (Epstein & Buhovac, 2005). The structured framework of COSO (ERM) is a framework that is widely recognized to give a comprehensive structured approach to accomplish the risks. It will help organizations to apply the risk principles systematically based on the established risk management theory.

HYTPOTHESIS 
COSO Enterprise Risk Management (ERM) and Financial Performance of Islamic Banks
Enterprise Risk Management (ERM) is a comprehensive approach to managing risk that is structured and integrated with the organization's strategic objectives. COSO ERM, developed by the Committee of Sponsoring Organizations of the Treadway Commission, includes eight main components: internal environment, goal setting, event identification, risk assessment, risk response, control activities, information and communication, and monitoring (M. S. Beasley et al., 2005). In the financial sector, especially Islamic banking, the implementation of COSO ERM is important given the complexity of risks that include the risk of compliance with sharia principles.
Previous research shows that the implementation of ERM as a whole can improve the company's financial performance. (Gordon et al., 2009) stated that the success of ERM implementation depends on the alignment between the characteristics of the organization and its management strategy. With a good risk management system, Islamic banks can improve operational efficiency, strengthen governance, and reduce losses due to risks that are not identified early. Therefore, it can be assumed that the COSO ERM framework contributes positively to the financial performance of Islamic banks and to other key aspects of success that support this performance.
In addition, the COSO ERM framework also serves in strengthening the Critical Success Factors (CSFs) required to achieve strategic objectives. ERM facilitates the identification and management of risks that may hinder the achievement of CSFs, such as technological efficiency, quality of human resources, and adaptive leadership (Fraser & Simkins, 2010; Sandy & Kurdi, 2024). Thus, the implementation of COSO ERM not only has a direct impact on financial performance, but also on the achievement of CSFs, which ultimately contributes to improving the overall performance of Islamic financial institutions.
Furthermore, in the context of sharia-based governance, COSO ERM provides internal control structures and mechanisms that support the implementation of Islamic Corporate Governance (ICG). ICG principles such as fairness, accountability, and trustworthiness require a reliable risk monitoring system to be implemented consistently (Iqzani, 2021). (Khalil-Oliwa, 2021) showed that good risk management practices strengthen Islamic governance mechanisms in Islamic banks, thereby promoting a more transparent and responsible organization. Thus, the following hypotheses were formulated for this study:
H1: The COSO Framework (ERM) has a positive effect on the financial performance of Islamic banks. 
H2: COSO Framework (ERM) has a positive effect on Critical Success Factors (CSF). 
H3: COSO Framework (ERM) has a positive effect on Islamic Corporate Governance (ICG).

The Role of Critical Success Factors and Islamic Corporate Governance in Improving Financial Performance
Critical Success Factors (CSF) are key areas that must be achieved by the organization to ensure successful strategy implementation. In the context of Islamic banking, CSFs include managerial capabilities, use of information technology, compliance with sharia principles, and stakeholder engagement (Hobvi et al., 2022; Nurdin, 2017; Yusuf et al., 2024). A well-managed CSF will strengthen the competitive position of Islamic banks and encourage increased efficiency and financial performance.
On the other hand, Islamic Corporate Governance (ICG) is a governance framework based on Islamic values such as justice, responsibility, transparency, and shura (deliberation). ICG is essential in ensuring Islamic financial institutions' compliance with sharia principles as well as in maintaining integrity and public trust (Rini, 2018). Strong ICG practices can minimize compliance risks and improve managerial efficiency, which in turn will have a positive impact on the financial performance of Islamic banks.
Thus, both CSF and ICG act as important factors affecting the financial performance of Islamic financial institutions. Thus, the following hypotheses were formulated for this study: 
H4: Critical Success Factors (CSF) positively affect the financial performance of Islamic banks. 
H5: Islamic Corporate Governance (ICG) has a positive effect on the financial performance of Islamic banks.

The Mediating Role of CSF and ICG in the Relationship between COSO ERM and Financial Performance
The COSO ERM framework can indirectly affect financial performance through strengthening CSF and ICG aspects. By adopting a structured risk management approach, organizations can clarify their strategic objectives and align operational activities with the achievement of key success factors. On the other hand, the internal control structure developed within the ERM framework also contributes to the effective implementation of ICG principles.
(Fraser & Simkins, 2010) explain that COSO ERM provides strategic direction that strengthens business processes and managerial practices. Thus, the mediating role of CSF and ICG is crucial in channeling the influence of the ERM framework on improving financial performance. Thus, the following hypotheses were formulated for this study:
H6: Critical Success Factors (CSF) mediate the effect of COSO (ERM) on the financial performance of Islamic banks. 
H7: Islamic Corporate Governance (ICG) mediates the effect of COSO (ERM) on the financial performance of Islamic banks.

METHOD
The type of research is a quantitative approach, and secondary data in the form of financial statements issued on the Bank's website during the research period 2014 to 2023. All of the variables include the manifest variables of the data panel. Data analysis using Path Analysis. Where the beta estimator value is obtained by FGLS (Feasible Generalized Least Squares) to measure how large the percentage of dependent variables can be explained by a regression model.
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Figure 1. Research Conceptual Framework
[bookmark: _Hlk196639224]The population of this study consists of the 10 largest Islamic banks in the world, as listed in the Global Finance World's Best Islamic Financial Institutions 2022. This selection is predicated on several key considerations. Primarily, the world's largest Islamic banks possess extensive expertise and well-established practices in the realms of risk management and financial performance enhancement. Furthermore, examining these institutions will yield significant insights into the mediating roles of CSF and ICG in the disclosure processes related to the COSO ERM framework. Ultimately, this research aims to contribute substantively to both the theoretical and practical advancements in the fields of risk management and financial performance within Islamic banking.
The sampling technique used is purposive sampling, with the criterion that the Islamic banks must have published annual financial reports in the research period.
Hypothesis testing is a procedure for proving the correctness of population traits based on samples. The hypothesis test carried out in this study is by using the determination coefficient test (R2) and the partial test (t).

RESULTS AND DISCUSSION
The Effect of COSO ERM Framework On Financial Performance of Islamic Banks
The result of the study used the estimation of software R where COSO (ERM) Framework had positive effect and significant on the financial performance of Islamic banks. An Enterprise Risk Management Disclosure reported the corporate commitment in organizing the risks for one period of time. A good company risk management was able to provide more value, so that investors were more confident in giving their capital to the company that could manage risk well and correctly. This analysis was in line with the agency theory which is one of the theoretical foundations in this research.
Tabel 1. Research Model Parameter Estimation
	[bookmark: _Hlk177048660]Model 1

	
	Estimate
	Std.Error
	T-Value
	Sig. (Pr(>|t|))

	(Intercept)
	-0,0002
	0,007007
	-0,029
	0,9769

	COSO
	-0,42847
	0,083678
	-5,1205
	1,62E-06***

	CSF
	0,01002
	0,007194
	1,3929
	0,1669

	ICG
	0,029312
	0,006129
	4,7822
	6,41E-06***

	DER
	-0,00094
	0,00017
	-5,5411
	2,73E-07***

	EAR
	0,086897
	0,018785
	4,6258
	1,19E-05***

	Model 2

	(Intercept)
	0,497428
	0,034522
	14,409
	<2,20E-16***

	COSO
	6,888889
	0,779113
	8,842
	3,93E-14***

	Model 3

	(Intercept)
	0,384774
	0,045033
	8,5442
	1,73E-13***

	COSO
	6,222222
	1,016338
	6,1222
	1,91E-08***


    Note: Sig.< 1%***, > 1% < 5% **,< 5% ** sig under 5%*.
 Sumber: Data diolah R, 2024
Based on the research results, it is known that the implementation of COSO ERM has a significant negative effect on ROA, with a coefficient of -0.42847 and a significance value of 1.62×10-⁶ which is smaller than the 5% significance level. This suggests that an increase in COSO implementation actually decreases the level of bank profitability (ROA), which may be due to high implementation costs, bureaucratic complexity, or overly conservative risk management strategies. However, this negative effect is expected to be temporary. Meanwhile, Critical Success Factors (CSF) do not have a significant effect on ROA, possibly because they have not yet had a direct impact on profitability or are still in the development stage. On the other hand, Islamic Corporate Governance (ICG) has a positive significant effect on ROA with a coefficient of 0.029312 and a significance value of 6.41×10-⁶, which indicates that increased implementation of Islamic governance principles will increase bank profitability through increased trust, transparency, and reduced operational risk. In addition, the control variables of capital structure (DER and EAR) also have a significant effect on ROA, indicating that the combination of debt and equity also determines the financial performance of banks. In the advanced model, COSO is shown to have a significant positive effect on CSF with a coefficient of 6.888889 and a significance of 3.93×10-¹⁴, and a significant positive effect on ICG with a coefficient of 6.22222 and a significance of 1.91×10-¹⁸. These findings indicate that the higher the implementation of COSO ERM, the higher the achievement of CSF and the implementation of ICG.
Tabel 2. Summary of Hypothesis Test Results
	Hypothesis
	T-Value
	Sig. (Pr(>|t|))
	Conclusion

	H1:
	The effect of the COSO ERM Framework has a significant effect on the Financial Performance of Islamic Banks
	-0,029

	0,9769

	Negative No Significant

	H2:
	The effect of the COSO Framework (ERM) on Critical Success Factors (CSF)
	-5,1205

	1,62E-06***

	Negative No Significant

	H3
	The effect of the COSO Framework (ERM) on Islamic Corporate Governance (ICG)
	1,3929

	0,1669

	Positive Significant

	H4
	The effect of Critical Success Factors (CSF) on the Financial Performance of Islamic Banks
	4,7822

	6,41E-06***

	Positive Significant

	H5
	The effect of Islamic Corporate Governance (ICG) on the Financial Performance of Islamic Banks 
	-5,5411

	2,73E-07***

	Negative No Significant

	H6

	The influence of the COSO Framework (ERM) mediated by Critical Success Factors (CSF) strengthens the relationship to the Financial Performance of Islamic Banks
	4,6258


	1,19E-05***


	Positive Significant

	H7
	The effect of the COSO Framework (ERM) mediated by Islamic Corporate Governance (ICG) strengthens the relationship to the Financial Performance of Islamic Banks
	
6,1222

	
1,91E-08***
	Positive Significant


  Sumber: Data Diolah Peneliti
Based on the t-value and significant pata table 4.6 above, it can be seen the partial influence of each variable, so that it can be decided as follows:
a. The effect of the COSO ERM Framework has no effect or is negatively insignificant on the Financial Performance of Islamic Banks because it has a t-value of -0.029 and a significant value of 0.9769. And it can be concluded that the COSO ERM Framework indicator has a negative and insignificant effect on Financial Performance (ROA). This means that H1 is not accepted.
b. The effect of the COSO Framework (ERM) has no effect or is negatively insignificant on Critical Success Factors (CSF) because it has a t-value of -5.1205 and a significant value of 1.62E-06***. It can be concluded that the COSO ERM Framework indicator has an insignificant negative impact on Critical Success Factors (CSF). This means that H2 is not accepted.
c. The effect of COSO Framework (ERM) on Islamic Corporate Governance (ICG) has a significant positive effect because it has a t-value of 1.3929 and a significant value of 0.1669. It can be concluded that the COSO ERM Framework indicator has a significant effect on Islamic Corporate Governance (ICG). This means that H3 is accepted.
d. The effect of Critical Success Factors (CSF) on the Financial Performance of Islamic Banks has a significant positive effect because it has a t-value of 4.7822 and a significant value of 6.41E-06***. It can be concluded that the Critical Success Factors (CSF) indicator has a significant influence on the Financial Performance of Islamic Banks, this means that H4 is accepted.
e. The effect of Islamic Corporate Governance (ICG) has no effect or negative insignificant on the Financial Performance of Islamic Banks because it has a t-value of -5.5411 and a significant value of 2.73E-07***. It can be concluded that the Islamic Corporate Governance (ICG) indicator has no significant effect on the Financial Performance of Islamic Banks, this means that H5 is not accepted.
f. The effect of the COSO Framework (ERM) mediated by Critical Success Factors (CSF) has a significant effect on strengthening the relationship to the Financial Performance of Islamic Banks because it has a t-value of 4.6258 and a significant value of 1.19E-05***. It can be concluded that the COSO Framework (ERM) indicator mediated by Critical Success Factors (CSF) has a significant influence on the Financial Performance of Islamic Banks, this means that H6 is accepted.
g. The effect of the COSO Framework (ERM) mediated by Islamic Corporate Governance (ICG) has a significant effect on strengthening the relationship to the Financial Performance of Islamic Banks because it has a t-value of 6.1222 and a significant value of 1.91E-08***. It can be concluded that the COSO Framework (ERM) indicator mediated by Islamic Corporate Governance (ICG) has a significant influence on the Financial Performance of Islamic Banks, this means that H7 is accepted.
DISCUSSION
The research highlights the potential for adopting risk management frameworks, such as the influence of the COSO Framework ERM on islamic bank financial performance. The company's commitment to managing risk for a one-year period is outlined in a report called an Enterprise Risk Management Disclosure or ERM disclosure report. Good corporate risk management is able to provide more value so that investors are more confident in giving trust in their capital to companies that are able to manage risk properly and correctly.     
Then if it is associated with the analysis of the influence of the COSO Framework (ERM), Critical Success Factors (CSF), and Islamic Corporate Governance (ICG) on the financial performance of Islamic banks, it has significant implications for accounting education and risk management.  Some of the implications that can be identified: 
Encouraging Further Research in the Field of Sharia Risk Management and Accounting
This study opens up opportunities for academics and students to conduct further research related to: The Effectiveness of the Implementation of COSO ERM in the Islamic Finance Industry, for example, to the Development of an Optimal Islamic Governance Model.

CONCLUSION
Research implications from the results of research on the effect of the COSO ERM Framework mediated by Critical Success Factors (CSF) and Islamic Corporate Governance (ICG) on the financial performance of the 10 largest Islamic Banks in the world according to Global Finance World's Best Islamic Financial Institutions 2022. In improving Risk Management Effectiveness in Global Islamic Banks, the COSO ERM Framework provides an integrated approach to risk management in Islamic financial institutions. By adopting the COSO ERM Framework, the world's largest Islamic bank can improve its effectiveness in identifying, measuring, and managing the various risks it faces, such as operational, credit, and reputational risks. Optimization of Critical Success Factors (CSF) in Operational Strategy Critical Success Factors (CSF) such as the quality of human resources, technology, competent management, and innovative products play an important role in improving the financial performance of Islamic banks. These leading banks have optimally utilized CSFs to maintain their competitiveness. In strengthening Islamic Corporate Governance (ICG) as the largest Islamic bank, compliance with Islamic Corporate Governance (ICG) is a top priority. The world's largest Islamic banks must ensure that their governance is fully compliant with Shariah principles to maintain customer and stakeholder trust. More Stable and Sustainable Financial Performance Effective risk management through COSO ERM, supported by good CSF management and ICG compliance, directly impacts the financial performance of Islamic banks. Islamic banks that implement COSO ERM effectively tend to have more stable financial performance, with increased profitability and reduced risk of loss.
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