
`SSAAR (JMSCD); Journal of  March, 2022 

Management Science and Career Development  

15 | P a g e  

 

Editions 

  

 

 

THE INFLUENCE OF RISK MANAGEMENT ON SMALL AND 

MEDIUM SCALE ENTERPRISES PERFORMANCE IN NIGERIA 

 

 

OLUWAYOMI A. EKUNDAYO PhD 

Actuarial Science & Insurance Department, Joseph Ayo Babalola University, 

Ikeji-Arakeji.  

 

Abstract 

The organizational effectiveness is the consideration of how organizations can 

use certain resources to fulfil their objectives, without depleting and placing 

undue strain on its members or society (Barry, 2010).  The challenges faced by 

small and medium scale enterprises towards effectiveness in Nigeria are 

numerous and they are also tied to the economic variables. These challenges 

include high level of unemployment, high poverty incidence, low 

industrialization, insecurity of the business climate, inconsistency of 

government’s policies, inadequate infrastructure, low level of entrepreneurial 

skill, poor management practices, inadequate equity capital, lack of 

information,  political risk, problem of funds because of lack of collateral, lack 

of experience of employee as to the strategies of risk prevention or loss 

minimisation, lack of knowledge as to insuring organization’s properties 

against natural disaster like flood, storm, and earthquake etc. Therefore, early 

identification of the risks that might threaten the achievement of the 

organization’s mandate will enable them identify key risks and gaps in 

capacities and recommend activities which need to be taken to fully achieve the 

objectives. This study examined the influence of effect of risk management on 

small and medium scale enterprises’ performance in Nigeria. This study used a 

descriptive survey design method; questionnaire was prepared to collect 

detailed and factual information from the employees of the Local Government 

areas. Data was collected based on the concepts defined in the research models 

and hypotheses tested using regression analysis and ANOVA Statistical tools. 

A total of 172 SME participants were chosen through Taro Yamane formula at 
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5% level of significance. The researcher adopted the stratified random 

sampling technique which made it possible for all the 15 wards at the Ibadan 

North East Local Government Area to be represented in the sample size. The 

findings showed that risk identification with F=11.722 p< 0.05 and R2   = 0 

.661; risk control, F = 113.723, p< 0.05, and risk financing, F = 5.671; p< 

0.05. The three parameters had significant mitigating effects on the operational 

challenges and effectiveness of SMEs. The study hereby recommends that SMEs 

should have their properties covered with insurance protection and also employ 

services of Insurance and risk managers to handle all their risks. 

 

Keywords: Organizational Effectiveness, Risk Management, Small and Medium 

Scale Enterprises, Insurance cover and Unemploymeent.  

 

Introduction 

Every organization and business wants to be successful and have a desire to get 

constant progress. This is partly because effectiveness remains one of the 

parameters to measure the quality and global rating of any organization 

particularly business. However, it is safe to say that organization would like to 

have the assurance that the future of their business is guaranteed. In order to 

achieve this, it is essential to ensure that those who involve in the management 

of risk, human and material resources display the qualities of effectiveness in 

the organization. Therefore, organizational effectiveness is the consideration of 

how organizations can use certain resources to fulfill its objective, without 

depleting and placing undue strain on its members or society (Barry, 2010). 

The performance and effectiveness of small and medium scale enterprise are 

instruments of economic growth and development of a country. These economic 

growth and development have been seriously affected by low performance and 

inefficiency from management despite government institutions and policies to 

support enhancing the capacity of small and medium scale enterprises. The low 

performance and ineffectiveness have exacerbated poverty, hunger, 

unemployment and low standard of living of people in the country.  The 

effectiveness of a business constitutes its ability to perform a function with 

optimal level of input and output. The company uses organizational 

effectiveness to measure any number of things, from the relationship between 

employee performance and company profits to the correlation between 

manufacturing processes and the production volume.  
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Meanwhile, organization employs a wide range of methods when assessing their 

performance. This method measures everything from financial development in 

relation to capital structure to the relationship between labor and productivity. 

Measuring effectiveness differs from measuring efficiency. The difference lies 

in the fact that effectiveness can measure anything while efficiency is 

exclusively to finance. The term effectiveness is used in most organizations 

including the public and private sectors to describe the level or degree of 

performance which quite often is interchangeably used with productivity or 

output. Morino (2006). Despite its numerous interpretations, for the purpose of 

this study, effectiveness is defined as ‘’how well an organization is doing’’. 

What it sets out to do (mission) and achieving the change desired (outcome and 

impact) for those served.  

 Peter Drucker (1961) opined, ‘it is more important to do the right thing than to 

do things right’. This is a remarkably clean and insightful adage that goes into 

the heart of effectiveness. Effectiveness is a journey that allows one to 

continually learn, adapt, and improve all with the purpose of ensuring its 

relevance and that the organization is doing well in what it claims to do for those 

it serves.  

Meanwhile, various researchers used different definitions for this term, as well 

as many approaches, concepts, and models, despite different perspectives. A 

generally accepted definition is the business performance or output - the degree 

to which business achieves its goal which is seen in the effectiveness of both 

the production and administrative staffs. (Felfe & Schyns,  2004). 

Organizational effectiveness therefore refers to the totality of the input of the 

employee which should include his administrative skill, leadership role, 

communication adequacy; instructional competence; and business 

management.  

However, there are four major approaches to determine effectiveness in an 

organization. Effectiveness deals with how well an organization accomplishes 

its goals. Using this perspective organization usually focuses on the outputs of 

the organization that is the closest to the organization's outputs. The second 

approach can be referred to as, system approach. Organization’s effectiveness 

is judged on the extent to which it acquires needed resources, that is, the more 

of needed resources which an organization can obtain from external 

environment, the more effective it is. Meanwhile, the third approach focuses on 

internal processes and operations of the organization. That is, effective 
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organizations are those with an absence of internal strain, whose members are 

highly integrated into the system, where internal and external information flow 

smoothly both vertically and horizontally. The fourth approach to effectiveness 

is the strategic constituencies approach. This is where researcher considers 

effectiveness as the extent to which all of the organization’s strategic 

constituencies are, at least, minimally satisfied. Strategic constituencies are any 

groups who have some stakes in the organization. The effectiveness is based on 

how well it responds to the demand and expectations of the strategic 

constituencies.     

The challenges faced by small and medium scale enterprises towards 

effectiveness in Nigeria are numerous and they are also tied to the economic 

variables. These challenges include high level of unemployment, high poverty 

incidence, low industrialization, insecurity of the business climate, 

inconsistency of government’s policies, inadequate infrastructure, low level of 

entrepreneurial skill, poor management practices, inadequate equity capital, 

lack of information,  political risk, problem of funds because of collateral, lack 

of experience of employee as to the strategies of risk prevention or loss 

minimisation, lack of knowledge as to insuring organization’s properties against 

natural disaster like flood, storm, and earthquake etc.  

To restore some confidence in the business environment and arrest the apparent 

downward trends in standard, insurance and risk management among 

organisations become powerful by incorporating the risk management and 

insurance features in the use of available resources. This is because when a 

given level of resources is efficiently utilised, more services are provided and 

more goods are produced than when inefficiency abounds.  

 To be effective, the management process requires a combination of forward 

planning, clear communication and efficient execution. Meanwhile, the 

competition in the market has a significant impact on the roles performed by the 

management who serves in any organization. For a business to be successful the 

resources must be managed and this must be done effectively with the 

understanding of insurance and risk management concept towards improving 

all the organization’s resources.  

Unfortunately, series of accidents and damages occur to organisations’ 

resources in the country. In recent times, cases of theft, storm, flood, accidents, 

death, fire, bush burning, damage to machinery and computers and other 

materials occur in Nigeria. Risk is one of the recurrent problems that make 
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SMEs unattractive to investors. Risks are defined as the chance of something 

happening that will impact upon objectives (Aernorld, 1998). Risk is a part of 

everyday life. There are many types of risk that will be encountered in business. 

Some are controllable while others are not. Some are foreseeable while some 

are unforeseeable. Risk management is an integral part of good business 

governance. It is simply protecting the business from possible negative 

occurrences, as well as recognising opportunities and capitalizing on them when 

they arise (Olumide, 2015).  

 

Statement of the Problem     

The list of risks that SMEs face is endless because this is one sector where 

entries and exits are uncontrollable. Apart from the foregoing, some of the risks 

that SMEs face include; (i) changing taste and preferences, (ii) start-up business, 

(iii) trend of economic activities, (iv) actions by competitors, (v) overhead costs, 

(vi) cost of equipments, (vii) expected sales volume, (viii) salary cost etc. This 

is just part of the in-exhaustive list of possible risks for SMEs.  

Risk Identification: The first step to effective risk management is to identify 

the risks. One can identify them by taking a closer look at what the business 

does and then intelligently asking, ‘’what could possibly impede the realization 

of objectives of the business?’’. The answers will definitely come up and when 

appropriate actions are taken, it will help mitigate risks. Risk can be avoided by 

simply not undertaking that activity likely to generate or bring about the risk. 

This should be done when there are no readily available control measures or 

they are not strong enough to reduce it to an acceptable level. Taking cover on 

the other hand will be for the owner to visit insurance outfits and then hand over 

all insurable risks to them. Even if there are some that are not readily insurable, 

one can approach an insurance intermediary to help assess the impact of a 

foreseeable loss on the type of business done. It is with the agent’s expertise 

and experience that will aid this analysis and make it impossible to overlook 

any exposures. Running a business with basic insurance cover is a very smart 

way in managing the identified risk and reducing uncertainty.  

Meanwhile, in order to avert or minimize these financial losses and closure of 

most small and medium enterprises, there is a need for SMEs to adequately 

cover and maintain the available resources effectively but most especially, 

during these unfavorable economic situations in Nigeria. This paper, therefore, 

examines the extent to which the risk management and insurance influence 
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entrepreneurs’ effectiveness in their organizations. This is with a view to 

recommend appropriate strategies for making entrepreneurs benefit maximally 

from risk management through insurance, towards effectiveness in their various 

businesses during this economic meltdown. 

 

Literature Review 

Insurance is defined as the risk transfer mechanism from one person to another, 

(that is from insured to insurer), in exchange for a commensurate premium. It 

is a risk sharing strategy that restores the insured to previous financial position 

prior to the loss. There are different types of insurance policies just as there are 

different risk exposures. This research study mentions liability insurance; 

business property insurance, workers’ compensation insurance, health 

insurance, life insurance etc. Small businesses no matter the type, are exposed 

to risks which result into liabilities. So, there is need for protection against them. 

Liability insurance deals with the shifting of financial liability for covered 

claims from the insured business owner to the insurance company. In this 

instance, any damage or injury that occurs to a third party while on another 

person’s property, or as a result of using another person’s product or service, is 

paid for by the insurance provider (Vaughan, 1997). Examples of liability 

insurance for small businesses are General Liability Insurance, Public Liability 

Insurance, Professional Liability Insurance, Product Liability Insurance and 

Employers’ Liability Insurance. 

For a small business, its properties need to be protected because of the 

investment involved and efforts to replace, are more demanding on the business. 

This is why business property insurance is also necessary. Sickness is an 

unpredictable occurrence and when it strikes a key employee, then, the business 

suffers. Health insurance can make available funds to take care of an employee 

when the need arises. SMEs should know that insurance policies can be 

arranged to suit their needs. If a policy does not cover a particular risk in a 

particular business, the owner can demand to have a clause included in it to suit 

his desire. The main thing to be understood is that an insurance policy, no matter 

the type should be adequate. This means over-insurance and under-insurance 

are not healthy for any business. The solution is to contact experts before taking 

decision on the type of insurance cover or protection that will be appropriate for 

the business. Business owners should know that risk management is so 

fundamental and it should be considered right from the start of the business. 
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Good risk management protects the reputation of the company and helps it to 

plan for contingencies, ensuring enhanced profitability and longevity of the 

business. Most business plans do not adequately address business risks. This 

paper is a wake-up call to help stimulate the thought process of business owners 

to understand their business for enhanced decisions on risk awareness and risk 

management.  

Insurers are experts in risk handling, and are highly experienced in managing 

risks. To accept such risks, the underwriter charges commensurate fee called 

premium, compared to the potential losses to which the insured is exposed to. 

Acceptance of the premium by the insurers implies that they make promise to 

the insured for compensation, if any loss occurs from the insured peril. Because 

of the insurers’ long experience, they know that a fraction of those risks 

accepted from insured will suffer loss and from the common pool of premium 

collected, losses will be compensated. However, it may sound correct that those 

that suffer losses are better than those who do not suffer any loss because they 

get compensation from the insurance company, while those who do not suffer 

loss gain nothing. The answer to this is not far-fetched because the risk 

associated with anxiety and grief is able to spread to insurance company, not 

only that, they had security and rest of mind that if anything happens, insurance 

is there to restore them to their previous financial position ever before the loss 

(Olumide, 2015). Therefore, insurance operates upon the law of large numbers. 

Every organization lives with risks and managing risks well and it is a vital 

element of good governance and management. Meanwhile, entities generally 

lack an enterprise risk management framework that effectively identifies and 

manages risks on an on-going basis. The lack of such framework makes it 

difficult for each organization, including small and medium scale enterprises to 

set the appropriate balance between risk and performance (Fadun, 2013). 

The organization can be successful only if the risks anticipated are carefully 

measured and adequately managed against set objectives. Different risks may 

threaten the achievement of the organizational objectives, recognising and 

managing risks must therefore be key parameters for a deliberate risk based 

approach to management which includes the development of risks management 

policies. Therefore, early identification of the risks that might threaten the 

achievement of the organization’s mandate will enable them identify key risks 

and gaps in capacities and recommend activities which need to be taken to fully 

achieve the objectives. Risk, no doubt, is a great danger to individuals and 
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organizations. This is the reason why there is the need for organizations to come 

up with techniques on how to manage their risks. The sources of such risks can 

either be internal or external to the activity. Among the internal risks that distort 

the performance of the organization include riot, strikes and civil commotion 

from staff union, while the external risks can be traced to the risks that arise 

from political instability, technological advancement, socio-cultural and losses 

from environmental factors such as natural hazards.  

Therefore, if organization’s risks are not managed well, there will be 

consequences for the objectives and the performance of the organization, in 

terms of reputation and trust, operational performance and staff. Understanding 

the most important causes helps formulate the best possible activities to manage 

an uncertainty. Organization’s equipment/plants and facilities are not exempted 

from the conventional insurance policies because of the huge financial 

investment involved. The practice of insuring organization’s properties 

adequately remains unimportant to some administrators, taken some book 

values by some organizations’ accountants as sum insured, which translate to 

serious under insurance by various organizations. If such indemnity is not 

adequate, it makes insured to be part of insuring assets. 

However, the current economic situations also escalate the rate of competition 

in the organizations, regardless of size, market and technology; they all work 

towards sustainability of their respective businesses. 

Despite the incentives, favourable policies and regulations, and preferential 

support of government aimed at improving small and medium scale enterprises, 

SMEs have performed below expectation in Nigeria; while the challenges 

associated with SMEs and their failures have been widely acclaimed. The 

myriad of challenges include lack of capital, lack of knowledge development, 

poor planning and marketing strategies and unethical competition among the 

SMEs and inexperience towards risk prevention and arrangement. 

 However, many SMEs’ physical/material resources get destroyed through 

natural disasters such as storms, flood, fire and burglary. These have led to the 

persistent closure of SME’s business, despite an increase in financial support 

from government. Effective risk management will assist the organizations quite 

well, to achieve their planned and desired objectives Therefore the following 

processes are necessary for effective and efficient risk management in the SME 

organizations. 
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 (a). Risk Identification strategies 

This questionnaire was used to collect information on various insurance policies 

of SMEs. Participant’s responses to items on the IPI enabled researcher to 

determine the extent of their interest in the insurance policies to combat any 

uncertainty that could affect their businesses. 

This instrument contained 27 specified insurance policies that required 

information on SME’s property. The inventory was scored by counting the 

number of items ticked as operational or non-operational in the industries. 

Among the required information included, if SMEs put in place fire and special 

peril insurance, motor insurance whether comprehensive, third party fire and 

theft and third party only. Answers to these pieces of information were supplied 

by insurance desk-officer or accountant of each of the selected SMEs and they 

were twelve (12) in numbers from each of the fifteen (15) wards, in all the 

selected SMEs. The desk officers were the officers in charge of the insurance 

portfolios of the SMEs and the reason for being the only participants that 

completed copies of questionnaire, were because they were the ones that could 

give first-hand information about the insurance operations of their companies. 

(b). Risk control strategies on SMEs and their effectiveness in 

entrepreneurial sector 

This instrument was designed in questionnaire format and it examined the 

extent of risk management and insurance profile on SME’s resource loss 

reduction towards effectiveness in entrepreneurial sector. It contained 29 items 

that covered all the resources in relation to insurance covers in SME’s 

organisations. The instrument was completed by all participants (insurance desk 

officers or accountants). The instrument’s items contained four options and 

were scored such that option a=4 marks, b=3 marks, c=2 marks and d=1 mark.  

(c). Risk financing strategies and their mitigation on the effectiveness of 

SMEs and their performance. 

 Risk financing according to Apoorva (2021) as cited in Olaosebikan (2021), 

deals with the tactics of determining the strategies in which an organization pays 

for her losses in an effective, efficient and least costly way. Risk financing 

further helps a business to align the risks in a flexible manner to meet with the 

accumulation of such risks. Risk financing, according to Olaosebikan (2021) 

involves the identification of risks, determining the means of financing the risk 

and monitoring the effectiveness of the financing method used. The risk 

financing process, according to IRMI (2021) also cited in Olaosebikan (2021) 
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has five steps. They are identifying and analysing exposures, analysing the 

alternative risk financing methods, selecting the fairly risk effective financing 

method(s), implementing preferred method(s), and monitoring such methods. 

Furthermore, risk financing programs can involve insurance rating plans such 

as retrospective rating, self-insurance schemes or captive insurance.    

 

Research Questions 

i. Does risk identification influence organizational effectiveness in SMEs? 

ii. Do risk control strategies influence the organizational effectiveness in SMEs? 

iii. Do risk financing strategies influence the organization’s effectiveness in 

SMEs? 

 

 Objectives of the Study 

The basic objective of this study was to investigate if insurance and risk 

management influence organizational effectiveness in small and medium 

enterprises. Other objectives of the study are to: 

i. Ascertain the extent to which risk identification influences organizational 

effectiveness in SMEs. 

ii. Examine the extent to which risk control strategies influence the 

organizational effectiveness in SMEs. 

iii. To examine the extent to which risk financing strategies influence the 

organization’s effectiveness in SMEs. 

 

 

Research Hypotheses 

The following null hypotheses are formulated for this study: 

Ho1: Risk identification will not significantly affect the effectiveness of small 

and medium enterprises. 

Ho2: The risk control strategies will not significantly influence the effectiveness 

of the SMEs. 

Ho3: The risk financing strategies will not significantly mitigate the operational 

challenges facing SMEs and Medium enterprises. 

 

Significance of the study  

The significant role played by risk management cannot be over emphasized. 

This is because of the role played in ensuring the economic well-being of the 
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country. The study was expected to be significant to the following stakeholders; 

government, insurance companies, policy makers and SMEs in particular. 

 

Scope of the study  

The study was limited to randomly chosen samples of small and medium scale 

enterprises from Ibadan North Local Government in Oyo State, Nigeria, in order 

to provide results which could then be generalized in the State and other States 

in the country. The study examined how risk management and insurance could 

influence the effectiveness of small and medium enterprise operations. 

 

 Methodology 

This section presents the methods used in carrying out the study. These include 

the research design, population of the study, sample and sampling techniques, 

research instruments, procedure for data collection, the instrument and method 

of data analysis. 

 

Population of the study, Sample and sampling technique 

The population of the study was 301 registered SMEs in Ibadan North Local 

Government Oyo State that comprised 3 local development council areas 

[LDCA] while the sample size was 172 using Taro Yamane formula. Ibadan 

North Local Government was chosen because it constituted the major 

commercial centers and hence has greater number of SMEs in Oyo State. 

Taro Yamane Formula for sample size = N/1+N (e) 2 

                              N =    301 

                              n   =    sample size required 

                              e   =     5%   (allowable error)  

 Therefore, N=301, e= 0.05 

n=          301 

       1+301(0.5)2     =171.75, approximately equal to 172 

 

Research Instruments 

Three instruments were used to measure variables of the study. They were risk 

identification, risk control and financing. All the instruments were designed by 

the researcher with appropriate information elicited as indicated under each of 

the instruments. The questionnaire was designed to collect the primary data. 

Statistical tools used for the work consisted of descriptive and inferential 
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statistics and SPSS package was used to analyze the presented data. Regression 

Analysis and ANOVA Statistical tools were used for hypotheses testing. 

 

Validity of the Instrument  

The instruments were subjected to face and content validity  

The content validity items on the instruments were also ensured as critiqued by 

three- man committee of the Insurance Institute who ascertained that the items 

complied with the insurance needs of SMEs.  

 

Reliability of the Instruments 

To determine the reliability of the instruments, the researcher adopted the test 

re-test method. The instruments were given to the respondents who were not 

part of the main study. The thirty (30) respondents for trial test were selected 

randomly from Oluyole Local Government Ibadan. The instruments were 

administered the second time after two (2) weeks after the first test. The 

resulting scores were then correlated using Pearson Product Movement 

Correlation Co-efficient and reliability co-efficient index obtained for the 

instruments were: 0.79 for risk reduction; 0.88 for risk control and 0.84 for risk 

financing. These were considered very high and the instruments were therefore 

found to be reliable for the study. 

 

Methods of Data Analysis 

The instruments were scored separately. Risk reduction instrument was scored 

by counting the number of items ticked as operational in the SMEs. Risk control 

instrument which had four options was scored such that option ‘a’ = 4 marks, 

‘b’ = 3 marks, ‘c’ = 2 marks and d=1 while the risk financing was also scored 

accordingly. The formulated hypotheses were tested by using the multiple 

regression analysis and Analysis of Variance. All the hypotheses were tested 

using regression and ANOVA with 5% significant level. 

 All analyses were carried out with the use of the Statistical Packages for Social 

Sciences (SPSS).    

                                                     

Testing of Hypotheses 

Ho1: Risk identification will not significantly affect the effectiveness of small 

and medium enterprises. 
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Table 1: Summary of regression analysis on composite contribution of 

independent variables (Risk identification) to the prediction of the 

dependent variable (effectiveness of small and medium enterprises) 

 

R =                  .814a  

R square=       .663 

  Adjusted R square= .661 

Standard Error of Estimate= 2.417 

 Sum of Squares Df Mean Square F P 

Regression 1034.821 3 344.940 11.722 .000a 

Residual 5178.937 176 29.426   

Total 6213.758 179    

         

Table 1 above revealed significant combined contribution of risk identification 

and to the prediction of effectiveness of small and medium enterprises (F = 

11.722; p < 0.05). Therefore, the suggested null hypothesis was rejected. This 

meant that risk identification jointly, but significantly contributed to the 

prediction of effectiveness of small and medium enterprises. The results also 

yielded a coefficient of multiple regression R of 0.814a and multiple R-square 

= .663 while adjusted R2 = .661. This suggested that the three factors combined 

accounted for 66.1 % of the variance in effectiveness of small and medium 

enterprises. The other factors accounting for 33.9 % of the variance in 

effectiveness of small and medium enterprises were beyond the scope of this 

study.     

 

Ho2: The risk control strategies will not significantly influence the effectiveness 

of the SMEs. 

Table 2: ANOVA test for the influence of risk control strategies on 

effectiveness of the SME’s 

 

 

Sum of squares Df Mean square F  Sig. 

Between groups 572.370 1 572.370 113.723 .000 

Within groups 895.824 178 5.033   

Total 1468.194 179    
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Results on table 2 revealed significant influence of risk control strategies on 

effectiveness of the SMEs (F = 113.723; p < 0.05). Therefore, the null 

hypothesis earlier formulated was rejected in favor of the alternative hypothesis. 

This meant that risk control strategies had significant influence on SME’s 

effectiveness. The implication of this was that when properly deployed, risk 

control strategies could significantly enhance SME’s effectiveness. 

 

Ho3: The risk financing strategies will not significantly mitigate the operational 

challenges facing SMEs and Medium Enterprises. 

Table 3 ANOVA test of mitigation for the effect of risk financing strategies 

on operational of SMEs 

 

 

Sum of squares Df Mean square F  Sig. 

Between groups 619.763 2 309.882 5.671 .000 

Within groups 9672.174 177 54.645   

Total 560.543 179    

 

Results on table 3 revealed significant mitigation effect of risk financing 

strategies on operations of SMEs and Medium Enterprises (F = 5.671; p < 0.05). 

Therefore, the null hypothesis earlier formulated was rejected in favor of the 

alternative hypothesis. This meant that the risk financing strategies had 

significant mitigation effect on the operational challenges of SMEs. The 

implication of this was that when properly deployed, risk financing strategies 

could help to mitigate the operational challenges facing SMEs and Medium 

Enterprises. 

 

Summary of Findings 

The major findings of this study are highlighted below; 

i. That Risk Identification jointly significantly contributed to the 

prediction of effectiveness of Small and Medium Enterprises. 

ii. That risk control strategies had significant influence on SME’s 

effectiveness. The implication of this is that when properly deployed, 

risk control strategies could significantly enhance SME’s 

effectiveness. 

iii. That risk financing strategies had significant mitigation effect on the 

operational challenges of SMEs and Medium Enterprises. The 
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implication of this is that, when properly deployed, risk financing 

strategies could help to mitigate the operational challenges facing 

SMEs and Medium Enterprises. 

 

Conclusion  

The study concluded that, risk identification, risk control strategies and risk 

financing strategies all significantly contributed, to influence and mitigate 

effectiveness of SMEs in Ibadan North Local Government Areas of Oyo 

State of Nigeria. 

 

Recommendations 

I. The SMEs should have their properties covered with insurance protection 

policies. 

II. SMEs should always employ the services of the Insurance and Risk 

Managers to handle all their financial and non-financial risks.  
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