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Abstract

In today’s uncertain business environment, Micro, Small, and Medium Enterprises (MSMESs) play a vital
role in economic growth, especially in developing countries like the Philippines. However, their limited
access to management tools and resources makes them vulnerable to risks. This study examined the
relationship between risk management practices and MSME competency, guided by the COSO Enterprise
Risk Management (ERM) Framework (2013). It aimed to: (1) analyze MSME profiles (income, sector,
assets, employees, years of operation); (2) assess the usage and effectiveness of risk management
practices; (3) identify differences and relationships across business profiles; and (4) propose a practical
risk management action plan. Findings showed that most MSMEs earn Php 9,000-35,000 monthly, have
assets below Php 3 million, employ fewer than 10 workers, and operate mainly in wholesale/retail trade.
Despite resource constraints, risk management—particularly in compliance, financial, and strategic
areas—was rated “highly effective.” Significant differences emerged by income, assets, and years in
operation, while correlation analysis revealed a strong positive link (r = 0.6102) between risk management
effectiveness and overall competency. The study proposed a development plan including seminars on
sustainable risk strategies, simplified loan processes, and digital promotion tools to strengthen MSME
resilience and long-term sustainability.

The research supports the UN Sustainable Development Goals (SDGs): SDG 8 (Decent Work and
Economic Growth), SDG 9 (Industry, Innovation, and Infrastructure), SDG 11 (Sustainable Cities and
Communities), and SDG 17 (Partnerships). Overall, it highlights the transformative role of integrated risk
management in enhancing MSME performance, resilience, and competitiveness.

Keywords: Risk Management Practices, Holistic Competency, COSO ERM Framework, Strategic Risk,
Compliance Risk, and Financial Risk

INTRODUCTION

In today’s era of rapid change and uncertainty, a sound business plan with effective operational strategies
is essential for sustaining firms. Risk management—identifying, assessing, and controlling financial,
strategic, and operational risks—plays a crucial role in ensuring stability and growth (Tucci, 2023;
Maljugic et al., 2022). For Small and Medium Enterprises (SMEs), effective risk management is vital in
addressing challenges such as poor management, flawed processes, and limited resources, which directly
affect their financial sustainability and long-term survival (Wegner et al., 2017; Cepel et al., 2018).
Strategic decision-making by owners or managers is also key to digital transformation and competitiveness
(Dinca et al., 2019).
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Globally, Micro, Small, and Medium Enterprises (MSMES) have been recognized as economic pillars,
particularly in developing nations like India and the Philippines, where they contribute significantly to
growth and employment (Kulkarni, 2023; MSME Ministry, 2021). However, MSMEs often lack formal
risk management systems, as many focus more on reputation and stakeholder accountability rather than
structured governance (Panigrahi, 2017; Koval, 2021). Studies also highlight gaps in business knowledge,
denial of management weaknesses, and reluctance to adopt educational tools (Pastrana et al., 2021).
Given these challenges, this study addresses the research gap on the alignment of current MSME risk
management practices with overall business performance. By examining their strategies, the research aims
to strengthen MSME foundations for sustainability, resilience, and competitiveness in evolving markets.
This study examined the relationship between risk management practices and the holistic competency of
Micro, Small, and Medium Enterprises (MSMES) to strengthen their competitiveness in the market.
Specifically, it aimed to: (1) profile MSMEs by income, sector, assets, employees, and years of operation;
(2) measure the extent and effectiveness of strategic, compliance, financial, and operational risk
management practices; (3) determine significant differences in usage and effectiveness when grouped by
business profiles; (4) assess the relationship between risk management and holistic competency in terms
of sustainability, profitability, and performance; and (5) propose strategies to enhance MSME competency
through effective risk management systems.

Theoretical Framework

Recognizing the critical role that risk management plays in influencing the holistic competency of
enterprises within the evolving commerce sphere, this inquiry was anchored on the 2004 Enterprise Risk
Management — Integrated Framework developed by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

The COSO ERM framework is one of the most extensively recognized standards in the realm of risk
management, aiding organizations in navigating risks within a progressively ever-changing and uncertain
business environment (Sadoian, 2023).

Figure 1 COSO Enterprise Risk Management — Integrated Framework (2013)
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According to Williams (2023), COSO’s initial mission was to improve financial reporting and prevent
fraud, leading to the Internal Control-Integrated Framework in 1992 and its update in 2013. While
effective in addressing fraud and compliance risks, the framework lacked tools to identify and evaluate
broader risks, prompting the development of the Enterprise Risk Management (ERM) — Integrated
Framework in 2004. The ERM cube illustrates the interconnection between business objectives, risk
components, and organizational units (IRM, n.d.). Unlike the original framework, which focused on
operations, financial reporting, and compliance, the ERM model added strategic objectives to ensure
alignment between mission, operations, reporting, and compliance (Protiviti, n.d.). Thus, COSO ERM
emphasizes four categories of objectives: strategic, operations, reporting, and compliance (AcqNotes,
2021).

This study focuses on the four main categories of business objectives—strategic, compliance, financial,
and operational—which also represent the primary risks enterprises must manage to enhance performance
(Nibusinessinfo.co.uk, n.d.; IRM, n.d.). While frameworks like ISO 31000 and NIST share similar
principles with COSO ERM, they were set aside due to their broader or cybersecurity-specific scope.
Instead, COSO’s 2004 Enterprise Risk Management-Integrated Framework was adopted as the study’s
foundation, as it emphasizes internal controls for managing risks across all organizational levels. COSO
ERM ultimately aims to align operations, reporting, compliance, and strategy, enabling firms to strengthen
competitiveness, productivity, resilience, and overall enterprise value (Kuot & Hawks, 2023; ILO, 2023).

Conceptual Framework
Figure 2 Independent-Dependent Model & IPO Model

Input Process Output

1. Instrument:
Mediating Variables a. Survey Questionnaire
b. Rating Scale
« Organizational Resilience
«  Financial Capabilities 2. Data Collection

«  Operational Efficiency
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competency of MSMEs
d. Pearson r
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The study’s conceptual framework, based on the IPO model, examines the relationship between risk
management practices (strategic, compliance, financial, and operational risks) as independent variables
and holistic competency (sustainability, profitability, and overall performance) as dependent variables.
Mediating factors such as organizational resilience, financial capabilities, and operational efficiency are
also considered. The process involves data collection, analysis, and interpretation, leading to a proposed
risk management plan to strengthen MSME competency.
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Scope and Limitations of the Study

This study examined the relationship between risk management practices and holistic competency among
MSME managers in Santa Rosa, Laguna. Using multistage cluster sampling, 350 respondents were
selected based on the Raosoft formula, and data were gathered through a structured questionnaire.
Significance of the Study

This study highlights the importance of risk management in strengthening the holistic competency of
MSMEs in Santa Rosa, Laguna. It provides MSME owners and managers with deeper insights into
managing strategic, compliance, financial, and operational risks, encouraging better practices to remain
competitive. MSMEs, defined by asset size and employment, are the backbone of the Philippine
economy—accounting for 99% of businesses, 35.7% of GDP, and millions of jobs (DTI, 2019). Despite
their vital role, MSMEs face challenges such as limited risk awareness, financial constraints, and policy
gaps. Effective adoption of Enterprise Risk Management can enhance their sustainability,
competitiveness, profitability, and resilience. Government initiatives like DTI’s 7Ms (Mindset, Mastery,
Mentoring, Markets, Money, Machines, and Models) remain crucial in supporting their growth and
contribution to national development.

Running a business is inherently risky, as enterprises face strategic, compliance, financial, and operational
risks that can hinder growth and sustainability. Strategic risks stem from flawed business decisions or
failure to adapt to changing environments, while compliance risks arise from non-adherence to laws and
regulations, potentially damaging reputation and operations. Financial risks involve monetary losses due
to poor monitoring, market fluctuations, or credit issues, often threatening the survival of SMEs.
Operational risks relate to internal failures in processes, systems, or human resources that disrupt daily
activities. Effective enterprise risk management is therefore essential, as it strengthens compliance,
financial stability, operational efficiency, and overall competitiveness, ultimately supporting long-term
business success

Holistic business competency is closely tied to sustainability, which Spiliakos (2018) defines as operating
without harming society and the environment. Studies show sustainability integrates economic, ecological,
and social aspects, with environmental protection being the most prominent (Eizaguirre et al., 2019).
Compliance is its first step (Hoover, 2024), while climate change is now a key factor in long-term business
prospects (Warren, 2020). For MSMEs, sustainability is vital, especially post-pandemic, requiring
competitiveness in pricing, technology, and quality (Afdal et al., 2021). However, they lag behind larger
firms in adopting new technologies (Hamdan, 2021).

Research highlights that sustainability reporting enhances performance by increasing income, exposure,
and workforce growth (Uwuigbe et al., 2018), while CSR positively affects financial outcomes (Lee &
Hu, 2018). Larger firms often achieve better sustainability due to economies of scale (Dzeraviaha, 2022),
and workforce size significantly influences SME productivity (Hernita et al., 2021). Similarly, business
longevity contributes to adaptability and profitability (SciSpace, n.d.).

Profitability, defined as the income-expense ratio (Paller, 2022), is linked to effective risk management
(AlNahhaal, 2023; PwC, 2022). Risk management improves financial decision-making and resource
allocation (Chitta & Soni, 2023), while also supporting efficiency and diversification (Altuntas et al.,
2019). Studies suggest employee satisfaction (Krevel, Ward, & De Neve, 2019), workforce size (Romo et
al., 2023), and years of operation (Damodaran, 2024) all shape profitability and competitiveness.
However, poor asset utilization often hinders MSMEs (Mayanja, 2020).

Business performance is measured through profits and goal attainment (Terpilowski, 2022), with KPIs
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providing real-time insights into finances, productivity, and efficiency (Mosca, 2022). MSMEs
significantly contribute to GDP and job creation (Gare, 2022), yet face challenges like limited financing,
weak technology, and labor shortages. Studies confirm that employee size (Abidin et al., 2023),
operational years (SciSpace, n.d.), and risk management practices (Fernando et al., 2019; Okere et al.,
2018; Maletic€ et al., 2020) are critical drivers of overall competency and performance.

Synthesis of the Reviewed Literature and Studies

The Magna Carta for MSMEs (RA 9501) defines enterprises with assets from P3M-P100M, excluding
land, and highlights their 35.6% GDP contribution and 5.7 million jobs in 2018. Despite this, MSMEs
face challenges in risk management due to limited knowledge and resources, with gaps in tailored policies.
To address this, DTI introduced the 7Ms strategy (mindset, mastery, mentoring, markets, money,
machines, and models). Risk management involves handling strategic, compliance, financial, and
operational risks, which significantly affect sustainability, profitability, and overall performance. Studies
show mixed findings: while many emphasize effective risk management as enhancing value, profitability,
and resilience, others claim limited or no direct impact. Sustainability is linked to innovation, resources,
and firm longevity; profitability varies by asset size, workforce, and industry; and performance depends
on leadership, employee satisfaction, resources, and years of operation. Overall, MSMEs’ growth and
competitiveness are closely tied to sound risk management and holistic competency.

Gaps to be Bridged by the Study

A review of literature revealed limited studies focusing specifically on MSMEs, as most research
emphasizes SMEs and their risk management practices. There is also a gap in policies tailored for MSMEs
due to lack of knowledge and resources. To address this, the researchers present statistical data on the link
between risk management practices and MSMESs’ overall competence, and propose a comprehensive risk
management plan for their growth and sustainability.

Statement of the Problem

This study aimed to examine the relationship between risk management practices and the holistic
competency of Micro, Small, and Medium Enterprises (MSMESs). Specifically, it sought to answer the
following questions:

1. What is the business profile of respondents in terms of:

1.1 monthly income,

1.2 industry or sector,

1.3 asset size,

1.4 number of employees, and years of operation?

2. To what extent are risk management practices applied in terms of:

2.1 strategic risk,

2.2 compliance risk,

2.3 financial risk, and

2.4 operational risk?

3. To what extent do risk management practices contribute to holistic competency in terms of:

3.1 sustainability,

3.2 profitability, and

3.3 overall performance?

4. Are there significant differences in the extent of risk management practices when grouped according
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to profile variables?

5. Are there significant differences in the effectiveness of risk management practices on holistic
competency when grouped according to profile variables?

6. Is there a significant relationship between risk management practices and holistic competency?

7. Based on the findings, what risk management plan can be proposed to strengthen the holistic
competency of MSMEs?

Hypothesis

The study tested three null hypotheses at a 0.05 significance level: (1) no significant difference in risk
management practice usage across respondent profiles, (2) no significant difference in their effectiveness
on holistic competency across profiles, and (3) no significant relationship between risk management
practices and holistic competency.

Scope and Limitations of the Study

This study examined the relationship between risk management practices and the holistic competency of
MSME managers in Santa Rosa, Laguna. Using multistage cluster sampling and the Raosoft formula, 350
respondents were selected. Data were gathered through a structured questionnaire.

Significance of the Study

This study examined the relationship between risk management practices and the holistic competency of
MSMEs in Santa Rosa, Laguna. Its findings benefit MSME owners and managers by enhancing risk
management strategies for sustainability, profitability, and performance; assist management and
accounting graduates in deepening their knowledge and skills; broaden readers’ understanding of MSMEs’
role in economic sustainability; and provide researchers and future researchers with = valiahle reference
for academic and professional work.

REVIEW OF LITERATURE AND STUDIES

This chapter reviewed local and international literature and studies that support the research, focusing on
four sub-topics: the role and state of MSMEs, holistic business competency, business risks, and risk
management practices.

The Role and State of the Micro, Small, and Medium Enterprises

Micro, Small, and Medium Enterprises (MSMES) are defined by Republic Act No. 9501, or the Magna
Carta for MSMEs, as entities with total assets of P3 million to 100 million, excluding land (Philippine
e-Legal Forum, 2020). They are further classified by capitalization, sales turnover, and employee size
(Ajuwon et al., 2017), with the Department of Trade and Industry (DTI, 2019) categorizing them based
on employment: micro (1-9 employees), small (10-99), and medium (100-199).

MSMEs are recognized as the backbone of the Philippine economy, contributing 35.7% to GDP and
generating 5.7 million jobs in 2018 (Congressional Policy and Budget Research Department, 2020). They
also foster development in rural areas and reflect the overall economic strength of a country (Senate
Economic Planning Office, n.d.; ITC, 2019).

In 2021, MSMEs made up 99% of registered businesses in the Philippines, creating vast employment
opportunities (Khatibi, 2021). The highest concentrations were in NCR, CALABARZON, and Central
Luzon (Congressional Policy and Budget Research Department, 2020), with Santa Rosa, Laguna,
recording 7,009 establishments (BPLO Santa Rosa, 2024). Despite their growth, MSMEs face challenges
in risk identification and management (Koval, 2021; Zainuddin, 2022). Employment is largely driven by
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Wholesale and Retail Trade, followed by Food Services and Manufacturing (DT]I, 2018).

Effective Enterprise Risk Management provides MSMEs with competitive advantage, improved
profitability, operational efficiency, cost reduction, better decision-making, and enhanced corporate image
(Ujagare, 2023).

MSMEs face policy development challenges due to limited understanding among policymakers (APEC
Business Advisory Council, 2022). Their survival often depends on overcoming financial constraints since
many rely on personal funds (Ganhinhin, 2021), making government support essential. Rosyidiana and
Narsa (2024) emphasized that digitalization, organizational structures, financial capabilities, and owners’
financial knowledge significantly affect performance.

To address these needs, the Philippine government promotes DTI’s 7Ms strategy—Mindset, Mastery,
Mentoring, Markets, Money, Machines, and Models of Business—for sustainable MSME growth (UP
ISSI — Diliman, 2020).

Risks in Business

Running a business involves multiple risks stemming from uncertainties in internal and external factors
(Nibusinessinfo.co.uk, n.d.). These risks are generally categorized as strategic, financial, operational, and
compliance risks (Nibusinessinfo.co.uk, n.d.; Leung & Whitsett, 2023). Strategic risks arise from flawed
decisions or failed strategies, potentially affecting competitiveness, growth, and sustainability
(MasterClass, 2022; Glossop, 2021; World Bank Group, 2019). Enterprises that adopt strategic risk
management improve their chances of survival (Baloyi & Ozumba, 2020). Operational risks, though often
confused with strategic risks, originate from internal processes that disrupt workflow execution (Cascade
Team, 2023). Compliance risks, meanwhile, occur when businesses fail to meet legal and regulatory
requirements, threatening credibility and operations (Fitzgerald & Gutierrez, 2023; Schmidt & Raman,
2022; Martinez, 2023).

Compliance risk refers to the potential legal, financial, and reputational consequences of failing to comply
with laws, regulations, and industry standards (Spooner & Lekatis, n.d.; Bonnie & Gutierrez, 2024).
Unlike regulatory risk, which involves changes in laws, compliance risk stems from breaches of existing
rules that may cause material loss and operational disruption (Spacey, 2023).

SMEs and MSMEs are particularly exposed to compliance risks, and without systematic identification,
they may overlook threats; hence, adopting comprehensive risk management is essential to prevent major
issues (TaxReturnWala, n.d.). Beyond avoiding penalties, compliance risk management also safeguards
reputation, customer trust, and overall performance, though aligning compliance with business strategy
remains a significant challenge (Bonnie & Gutierrez, 2024).

Financial risk refers to the probability of monetary losses resulting from business or investment choices,
often leading to capital depletion (Verma, 2023). Regular financial monitoring enhances organizational
performance by identifying risks and reducing their impact (Hayes, 2022; Tamplin, 2023). SMEs face
internal and external financial risks that threaten survival, with data showing that 20% of small businesses
fail within the first year and nearly 70% within a decade (Trymbiski, 2023). Studies also confirm its
negative effect on SME performance and sustainability, highlighting the need for financial risk
management to improve outcomes and stimulate economic growth (Offiong et al., 2019; Deskera, 2023).
Operational risk, on the other hand, stems from ineffective processes, human error, system failures, or
external events, affecting day-to-day business operations (BSP, n.d.). This risk can damage reputation,
reduce income, and disrupt continuity if not managed effectively (Deloitte, 2024; Schmidt & Raman,
2022). SMEs are particularly vulnerable, as operational disruptions directly threaten their survival

IJFMR250654925 Volume 7, Issue 6, November-December 2025 7



https://www.ijfmr.com/

Ny International Journal for Multidisciplinary Research (IJFMR)

(i

IJFMR E-ISSN: 2582-2160 e Website: www.ijffmr.com e Email: editor@ijfmr.com

(Panigrahi, 2017; Allianz Care, 2020).

Effective management of operational risk safeguards financial stability, prevents reputational damage, and
supports long-term success (Vicente, 2023; Tookitaki, n.d.).

Effective management involves using resources efficiently to achieve organizational goals by applying
the core functions of planning, organizing, leading, and controlling. Key practices include setting clear
goals, communicating effectively, empowering employees, providing consistent feedback, making data-
driven decisions, and fostering a culture of continuous development to drive success and employee
motivation. Risk management is the structured process of identifying, assessing, and controlling potential
threats that could negatively impact an organization's operations, finances, or reputation.

Overall, risks are inherent in business, but effective enterprise risk management strengthens financial
stability, compliance, and operational efficiency while boosting confidence in strategic objectives (Gillis,
2023).

Risk Management Practices

Risk management is broadly defined as the process of identifying, assessing, and managing risks,
including financial, legal, technological, and strategic uncertainties (Tucci, 2023; RiskOptics, 2022).
Enterprise risk management focuses not on eliminating risks but on leveraging them to improve decision-
making, performance, and profitability (Tucci, 2023; Jonas, n.d.; Hayes, 2022). Studies reveal that risk
management significantly influences both financial and non-financial performance, particularly for
MSMEs, where effective practices enhance sustainability and competitiveness (Mustapha et al., 2023;
Hanggraeni et al., 2019; Ojubanire & Dawodu, 2021). Framework elements such as goal setting, control,
and monitoring further strengthen organizational processes (Bello et al., 2019; Al-Nimer et al., 2021).
While some findings show no direct effect on profits (Al-Nimer et al., 2021), other research confirms that
risk management boosts business value, sustainability, and employee productivity (Yakob et al., 2019;
SOCAR, 2024; Chellappa, 2023; Webb, 2021). Moreover, ongoing learning and development in risk
management are essential for SMEs to better mitigate risks and improve long-term performance (Apaloo
& Bright, 2022).

Establishing the Holistic Competency of Businesses

Sustainability is viewed as the ability of organizations to operate without harming society or the
environment (Spiliakos, 2018), requiring long-term success strategies beyond financial goals
(Ramanauskaité & Kanelli, 2019). It integrates economic, ecological, and social aspects, with
environmental preservation being most crucial (Eizaguirre et al., 2019). Compliance is its first step
(Hoover, 2024), and climate change has become a key factor in investment decisions (Warren, 2020). For
MSMEs, sustainability is vital for competitiveness, technology adaptation, and resilience, especially post-
COVID-19 (Afdal et al., 2021; Hamdan, 2021). Human resource development through training and
innovation is emphasized.

Establishing the Holistic Competency of Businesses

Sustainability is viewed as the ability of organizations to operate without harming society or the
environment (Spiliakos, 2018), requiring long-term success strategies beyond financial goals
(Ramanauskaité & Kanelli, 2019). It integrates economic, ecological, and social aspects, with
environmental preservation being most crucial (Eizaguirre et al., 2019). Compliance is its first step
(Hoover, 2024), and climate change has become a key factor in investment decisions (Warren, 2020). For
MSMEs, sustainability is vital for competitiveness, technology adaptation, and resilience, especially post-
COVID-19 (Afdal et al., 2021; Hamdan, 2021). Human resource development through training and

IJFMR250654925 Volume 7, Issue 6, November-December 2025 8



https://www.ijfmr.com/

Ny International Journal for Multidisciplinary Research (IJFMR)

(i

IJFMR E-ISSN: 2582-2160 e Website: www.ijffmr.com e Email: editor@ijfmr.com

innovation is emphasized.

Sustainability reporting improves financial performance, market exposure, and manpower growth
(Uwuigbe et al., 2018). Corporate social responsibility (CSR) positively correlates with firm performance
(Lee & Hu, 2018), though firm size and industry yield mixed effects (Dzeraviaha, 2022; Hernita et al.,
2021). Longevity and adaptation to market fluctuations strengthen sustainability (SciSpace, n.d.).
Profitability, defined as the income-expense ratio (Paller, 2022), is enhanced by risk management
(AINahhaal, 2023), which boosts growth and resource allocation (PWC, 2022; Chitta & Soni, 2023). Risk
management also improves income diversity and efficiency (Altuntas et al., 2019). SMEs can gain
competitive advantage through core capabilities (Galli-Debicella, 2021), but many face profitability
challenges due to poor asset utilization (Mayanja, 2020).

Larger firms often report higher profits (Ledley et al., 2020), while employee satisfaction strongly
influences profitability and productivity (Krevel et al., 2019). Firm size, workforce, and operating years
affect performance and profitability, with established companies showing greater stability (Damodaran,
2024; Romo et al., 2023). Business performance is measured through profits, resources, and goal
achievement (Terpilowski, 2022; Riberolles, 2021). Key performance indicators (KPIs) provide real-time
performance insights (Mosca, 2022). MSMEs significantly contribute to GDP and employment (Gare,
2022), but face challenges in financing, technology, marketing, and skilled labor. Income remains the
primary performance driver (Matar & Eneizan, 2018), with variations across industries due to employee
productivity and growth factors (Hung et al., 2019; Krevel et al., 2019).

Larger enterprises gain a competitive edge through greater financial resources, while micro and small
businesses are increasing more rapidly in number compared to medium and large firms. Enterprise
competency significantly varies with workforce size, as more employees generally enhance efficiency and
performance (Abidin et al., 2023). Similarly, longer operational years influence resource utilization and
overall performance, with firms showing mixed levels of efficiency (SciSpace, n.d.). Risk management
also contributes to improved performance, as its disclosure enhances execution (Okere et al., 2018), and
its integration into asset management resolves cost, performance, and risk issues, thereby boosting
profitability (MaleticC et al., 2018; Maletic et al., 2020; Fernando et al., 2019).

Synthesis of the Reviewed Literature and Studies

The Magna Carta for MSMEs (RA 9501) defines enterprises by asset size, with MSMEs contributing
35.6% to Philippine GDP and generating 5.7 million jobs in 2018, though they face challenges in risk
management due to limited resources and knowledge (DTI, 2018). The DTI’s 7Ms strategy aims to
strengthen MSMEs’ sustainability. Business risks—strategic, compliance, financial, and operational—
pose major challenges (Nibusinessinfo.co.uk, n.d.; Bonnie et al., 2016; Hayes & Tamplin, 2022; BSP,
n.d.). Effective risk management improves performance (Mustapha et al., 2020; Yakob et al., 2021;
Apaloo & Bright, 2021), though some studies find no direct financial link (Al-Nimer et al., 2015).
Sustainability, driven by environmental preservation, innovation, and human resources, enhances
competitiveness (Spiliakos, 2018; Hamdan, 2019; Uwuigbe et al., 2018), with larger firms often
advantaged due to resources (Dzeraviaha, 2019). Profitability varies by firm size, workforce, and age, with
employee satisfaction also influencing performance (Romo et al., 2020; Krevel et al., 2019; Damodaran,
2012). Business performance depends on resources, leadership, and KPIs (Mosca, 2019; Riberolles, 2018),
with studies confirming that more employees and longer operational years generally improve efficiency
and outcomes (Abidin et al., 2023; SciSpace, n.d.).
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Gaps to be Bridged by the Study

After reviewing related literature, the researchers noted a gap in studies focusing specifically on Micro,
Small, and Medium Enterprises (MSMES), as most existing works emphasize only SMEs and their risk
management practices. Furthermore, there is limited knowledge and resources in creating policies directly
tailored to MSMEs. To bridge this gap, this study provides statistical data on the relationship between risk
management practices and holistic competence of MSMEs, alongside a proposed risk management plan
to strengthen their operations.

Methodology

This chapter discusses the research design and method, population, sample size, sampling technique,
description of respondents, research instrument evaluation, data gathering procedures, statistical treatment
of data, and ethical considerations.

Method of Research

The study employed a quantitative research method to measure the relationship between risk management
practices and the overall competency of Micro, Small, and Medium-sized Enterprises (MSMEs).
Quantitative research, as defined by Creswell & Creswell (2018), involves the systematic collection and
analysis of numerical data to test theories, describe characteristics, and examine relationships between
variables. Specifically, this method allowed for the measurement of respondents’ business profiles, the
extent and effectiveness of risk management practices, and the differences in business competency when
grouped by profile variables.

A descriptive-correlational research design was adopted to describe the business profiles of respondents
and analyze statistical relationships between variables without implying causality (Bhat, 2023). This
design enabled the researchers to determine the degree and direction of associations between risk
management practices and holistic competency among MSMEs.

Population, Sample Size, and Sampling Technique

The study respondents were business owners and managers of MSMEs in the City of Santa Rosa, Laguna.
According to the Business Permit and Licensing Office (BPLO, 2024), there are 7,009 MSMEs in the city
(5,110 micro, 1,621 small, and 278 medium enterprises). From this population, the study obtained 350
respondents.

A multistage cluster sampling technique was used, which divides the population into clusters for easier
data collection (Bhat, 2024). The 18 barangays of Santa Rosa were grouped into six clusters of three
barangays each, based on proximity. Cluster 2: comprising randomly selected barangays, and respondents
were chosen at random.

Given the large population and time constraints, the margin of error was set at 8%, which remains
acceptable within the standard 4-8% range at a 95% confidence level (Appinio, 2022). The sample size
was calculated using the Raosoft formula, applying this margin of error and confidence level.
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Total Micro, Small, and Medium-sized Enterprises (MSMEs) in the City of
Santa Rosga, Laguna {as of February 2025)

Enterprizse Classification | Frequency
Micro 1,089
Small 1,725
Medium 5218
Total | 5,032

Total Micro, Small, and Medium-sized Enterprises (MSMEs} in the
Randomly Drawn Cluster fas of February 2025)

Barangay | Frequency
Brgy. Tagapo 1550

Brgy. Market Area 13&0

Brgy. Balibago 1470

Total | 4,200
Computed Sample Size (at 8% margin of error) 352

Distribution of Respondents (based on Multistage Sampiing)

serangey Froquency | Loal Sampl] Somple e
Brgy. Tagapo 320 110
Brgy. Market Area 328 352 140
Brgy. Balibago 528 102
Total | 1,176 352 KLY

Table 1 Distribution of Respondents
Moreover, the researchers set specific eligibility criteria to ensure the selection of respondents was aligned
with the research objectives.
These criteria were not based on personal preferences or biases but were established to guarantee the
relevance and accuracy of the data.
Accordingly, the following qualification was applied: The business must be classified as a Micro, Small,
or Medium Enterprise (MSME).

Table 2 Micro, Small, and Medium-sized Enterprises (MSMEs) Classification

) Category
Enterprise
By Asset Size By Number of Employees
Micro not more than P3,000,000 1 -9 employees
Small P3,000,001 - P15,000,000 10 - 99 employees
Medium P15,000,001 - P100,000,000 100 - 199 employees

Note. Sources: Philippine Statistics Authority (PSA) & Magna Carta for Micro, Small and Medium

Enterprises (MSMES) — Republic Act No. 9501.

Additional qualifications included:

e The business must have a monthly income of at least £7,000.

e Respondents must be owners, managers, or individuals in managerial positions who are
knowledgeable and capable of providing accurate responses to the research questions.
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These criteria ensured that the selected participants were relevant, reliable, and able to contribute
significantly to the successful completion of the study.Moreover, the researchers recognized that the
respondents’ experience as business owners or managers, along with their first-hand expertise in handling
business operations, enabled them to effectively assess the relationship between risk management
practices and the holistic competency of their enterprises.

Description of Respondents

The respondents of this study consisted of 350 owners and managers of Micro, Small, and Medium-sized
Enterprises (MSMES) in the City of Santa Rosa, Laguna. They were chosen as they play a key role in
identifying and mitigating business risks. MSMEs are vital drivers of economic growth in the Philippines
by generating jobs and reducing unemployment. This study also encouraged respondents to assess and
enhance their knowledge of risk management to keep pace with emerging trends and developments in the
business industry.

Research Instrument

This study utilized researcher-made survey questionnaires to collect the necessary data directly from

respondents. The questions were originally developed by the researchers, ensuring they were not adapted

from previous studies. Furthermore, the closed-ended questions were carefully designed to be clear,

unbiased, and aligned with the objectives of the research.

The instrument was administered to MSME owners and managers who qualified through a pre-survey

based on predefined criteria. The questionnaire consisted of three parts: (1) a brief statement explaining

the purpose of the study and assuring confidentiality, (2) the business profile of the respondents, and (3)

checklist questions addressing risk management practices and holistic competency.

A self-made 4-point Likert scale, which avoids neutrality and assumes responses can be measured linearly,

was used to assess the extent and effectiveness of practices (Nee & Yunus, 2020). Responses were

tabulated, statistically analyzed, and interpreted using verbal descriptions aligned with the scale.

Table 3 Four-Point Scale in Testing the Extent of Usage of Risk Management Practices and the

Extent of Effectiveness of Risk Management Practices to the Holistic Competency

Rate Scale

4 Always
3 Often

2 Seldom
1 Never

Table 4 Verbal Interpretation Of The Extent Of Usage Of Risk Management Practices And The
Extent Of Effectiveness Of Risk Management Practices To The Holistic Competency

Rating Scale Verbal Interpretation
3.50-4.00 Highly Effective
2.50 -3.49 Effective
1.50-2.49 Ineffective
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1.00-1.49 Highly Ineffective

Data-Gathering Procedure

This study examined the correlation between risk management practices and the holistic competency of
MSMEs in Santa Rosa, Laguna. Primary data were collected through a researcher-made questionnaire,
divided into three scales: business profile, risk management practices, and holistic competency. The
instrument was validated before distribution to qualified owners and managers, after which responses were
organized, tallied, and statistically analyzed. Secondary data were drawn from related literature, including
theses, journals, and articles, to support and strengthen the study

Statistical Treatment of Data

The researchers employed both descriptive and inferential statistics. Descriptive statistics were used to
summarize and present an overview of the data, while inferential statistics were applied to test hypotheses
and determine the statistical significance of observed relationships.

The researchers applied several statistical tools to analyze the data. Frequency and percentage were used
to describe the respondents’ business profiles, while the weighted mean measured the extent and
effectiveness of risk management practices on MSMEs’ holistic competency. To test for significant
differences, Analysis of Variance (ANOVA) was employed, as it determines variations in means across
groups (Singh, 2024). Lastly, Pearson’s correlation coefficient was used to examine the strength and
direction of the relationship between risk management practices and holistic competency (Stewart, 2023)
Ethical Considerations

This research adhered to ethical standards, ensuring informed consent, confidentiality, and the anonymity
of respondents. Permission was sought prior to data collection, and surveys were conducted at the
respondents’ most convenient time to avoid disruption. The process prioritized the safety and well-being
of participants, with only relevant data being gathered while disregarding any irrelevant information.

RESULTS AND DISCUSSION
The study strictly observed ethical standards by securing informed consent, ensuring confidentiality and
anonymity, and prioritizing the respondents’ convenience and well-being. Only relevant data were
collected, while all irrelevant information was disregarded.
1. The respondent’s business profile in terms of:
1.1. Monthly Income

Table 5 Frequency Distribution of the Respondents’ Profile in terms of Monthly Income

Monthly Income Frequency Percentage
Php 9,000 — Php 25,000 50 25.89%
Php 25,001 — Php 50,000 60 32.14%
Php 50,001 — Php 75,000 70 20.54%
Php 75,001 — Php 100,000 80 11.61%
Php 100,001 and above 92 9.82%
Total 352 100%
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Table 5 shows the respondents profile in terms of monthly income. Most of the respondents, equivalent to
60 out of 352 or 32.14% have monthly income ranging from “P25,001 to P50,000”, and 29 or 25.89%
have monthly income of “P9,000 to P25,000”. 23 or 20.54% choose “P50,001 to P75,000”, while 13 or
11.61% of the respondents choose “P75,001 to P100,000”. On the other hand, 11 or 9.82% have a monthly
income of “P100,001 and above”.

Digitalization, organizational structures, financial capacities, and operational efficiency significantly
affect business performance, with owners’ financial knowledge playing a vital role. (Rosyidiana and
Narsa, 2024) Similarly, consistent financial monitoring strengthens an organization’s overall
performance. (Hayes, 2022)

1.2. Industry or Sector
Table 6 Frequency Distribution of the Respondents’ Profile in terms of Industry or Sector

Industry or Sector Frequency Percentage
Wholesale and Retail Trade 85 28.57%
Repair of Motor Vehicles and Motorcycles 60 8.93%
ﬁgz?lrirtlir:;)datlon and Food  Service 47 33.04%
Manufacturing 30 4.46%
Financial and Insurance Activities 45 6.25%
Others 135 18.75%
Total 352 100%

Table 6 presents the respondents’ profiles by industry or sector. The majority, 47 respondents (33.04%),
belong to the Accommaodation and Food Service Activities sector, followed by 47 respondents (28.57%)
from Wholesale and Retail Trade. Meanwhile, 135 respondents (18.75%) represent Other Industries,
including beauty care services, barbershops, and similar businesses. Additionally, 60 respondents
(8.93%) are engaged in the Repair of Motor Vehicles and Motorcycles sector, while 45 respondents
(6.25%) come from Financial and Insurance Activities.

1.3. Asset Size
Table 7 Frequency Distribution of the Respondents’ Profile in terms of Asset Size

Asset Size Frequency Percentage
Php 3,000,000 and below 166 63.39%
Php 3,000,001 — Php 15,000,000 150 30.36%
Php 15,000,000 — Php 100,000,000 36 6.25%
Total 352 100%

Table 7 presents the respondents’ profile based on asset size. The majority, 166 businesses (63.39%o), fall
under Micro enterprises with total assets of £3,000,000 and below. Meanwhile, 150 businesses (30.36%b)
are classified as Small enterprises with assets ranging from £3,000,001 to 15,000,000, while 36
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businesses (6.25%0) belong to the Medium enterprise category with assets between £15,000,001 and
£100,000,000. As defined by the Magna Carta for MSMEs (RA 9501, 2008), enterprises are classified
as Micro, Small, or Medium depending on their total assets, excluding the value of land (Philippine e-
Legal Forum, 2020).

1.4. Number of Employees
Table 8 Frequency Distribution of the Respondents’ Profile in terms of Number of Employees

Number of Employees Frequency Percentage
Less than 10 employees 50 63.39%

10 — 99 employees 123 30.36%
100 — 199 employees 179 6.25%
Total 352 100%

Table 8 presents the respondents’ profile in terms of employment size. A majority of businesses, 50 or
63.39%, employ less than 10 workers, classifying them as Micro enterprises. Meanwhile, 123 businesses
(30.36%) have 10 to 99 employees, falling under Small enterprises, while 179 businesses operate with
100 to 199 employees, placing them in the Medium enterprise category. The Department of Trade and
Industry (2019) defines MSMEs in the Philippines using both asset size and employment micro (1-9
employees), small (10-99 employees), and medium (100-199 employees). With this classification,
MSMEs are widely acknowledged as the backbone of the Philippine economy, playing a vital role in
employment generation and inclusive growth.

1.5. Number of Years the Business Operates
Table 9 Frequency Distribution of the Respondents’ Profile in terms of Number of Years the
Business Operates

Years of Operation Frequency Percentage
1 -5 years of operation 98 44.64%

6 — 10 years of operation 89 36.61%

11 — 15 years of operation 62 12.50%

16 — 20 years of operation 52 3.37%

21 years and above 51 2.68%
Total 352 100%

Table 9 presents the respondents’ profile in terms of business longevity. The majority, 98 businesses or
44.64%, have been operating for 1 to 5 years, while 89 businesses or 36.61% have sustained operations
for 6 to 10 years. A smaller share, 62 businesses (12.50%6), have been in business for 11 to 15 years,
followed by 52 businesses (3.57%) operating for 16 to 20 years, and 51 businesses (2.68%o) that have
been running for 21 years and above.

According to owners, knowledge and ability to promote products or services significantly affect business
performance, and longevity often reflects strong internal performance, productivity, and product or service
quality. (Darmawan, 2022)
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Similarly, the survival of MSMEs depends largely on overcoming financial challenges, as many rely on
personal funds and limited resources. (Ganhinhin, 2021). Thus, government support remains a crucial
factor in ensuring the sustainability and long-term growth of MSMEs.

2. The extent of usage of risk management practices in terms of:
2.1. Strategic Risk
Table 10 Extent of Usage of Risk Management Practices of Micro, Small, and Medium-sized
Enterprises (MSMES) in terms of Strategic Risk

Indicators Weighted Mean Interpretation

1. The business owner and its employees

. o 3.44 Effective
are involved in risk management.
2. The busme_ss considered  risk 367 Highly Effective
management as an important agenda.
3. The bu3|.nes_s strategy is related to the 3.76 Highly Effective
business objectives.
4. The business owner inspects the risk 354 Highly Effective

management activities.

5. The management monitors the results of 3

the action taken. 63 Highly Effective

Average Weighted Mean 3.61 Highly Effective

Note. Rating Scale (Verbal Interpretation): 3.50 — 4.00 (Highly Effective), 2.50 — 3.49 (Effective), 1.50 —
2.49 (Ineffective), and 1.00 — 1.49 (Highly Ineffective).

Table 10 presents the respondents’ assessment of risk management practices in terms of strategic risk.
Indicator 1, “The business owner and its employees are involved in risk management,” obtained a
weighted mean of 3.44, interpreted as Effective. Indicator 2, “The business considered risk management
as an important agenda,” garnered a weighted mean of 3.67, interpreted as Highly Effective. Indicator 3,
“The business strategy is related to the business objectives,” achieved the highest weighted mean of 3.76,
also interpreted as Highly Effective. Indicator 4, “The business owner inspects the risk management
activities,” had a weighted mean of 3.54, while Indicator 5, “The management monitors the results of the
action taken,” obtained 3.63—both interpreted as Highly Effective.

Overall, the indicators yielded an average weighted mean of 3.61, which indicates that risk management
practices in terms of strategic risk were perceived as “Highly Effective.” This suggests that respondents
recognize the importance of aligning business strategies with objectives, monitoring outcomes, and
ensuring owner involvement in risk management activities.

The findings support the report, which emphasizes that business strategy serves as a comprehensive plan
guiding firms toward their goals. Effective strategies involve decision-making, resource allocation,
competitive advantage, and growth promotion. (World Bank Group, 2019)

For MSMEs, focusing on well-structured strategies enhances customer satisfaction, fosters innovation,
and ensures sustainability, ultimately improving competitiveness and productivity
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2.2. Compliance Risk
Table 11 Extent of Usage of Risk Management Practices of Micro, Small, and Medium-sized
Enterprises (MSMES) in terms of Compliance Risk

Indicators Weighted Mean  Interpretation
1. The business processes and completes the

necessary business permits, licenses, or 3.96 Highly Effective
documents.

2. The business ensures to meet quality
standards of products offered or services 3.96 Highly Effective
provided.

3. The management handles sensitive and

confidential data properly. 387 Highly Effective
4. The business adheres to the health and . :
safety standards and environmental laws. 3.88 Highly Effective
5. The_ business considers anc_i follows the 388 Highly Effective
essential aspects of consumer rights.

Average Weighted Mean 3.91 Highly Effective

Note. Rating Scale (Verbal Interpretation): 3.50 — 4.00 (Highly Effective), 2.50 — 3.49 (Effective), 1.50 —
2.49 (Ineffective), and 1.00 — 1.49 (Highly Ineffective)

Table 11 presents the respondents’ assessment of risk management practices in terms of compliance
risk. Indicator 1, “The business processes and completes the necessary business permits, licenses, or
documents,” obtained a weighted mean of 3.96, interpreted as Highly Effective. Indicator 2, “The business
ensures to meet quality standards of products offered or services provided,” also garnered a weighted mean
of 3.96, interpreted as Highly Effective. Indicator 3, “The management handles sensitive and confidential
data properly,” received 3.87, while Indicator 4, “The business adheres to the health and safety standards
and environmental laws,” obtained 3.88. Likewise, Indicator 5, “The business considers and follows the
essential aspects of consumer rights,” also earned 3.88. All were interpreted as Highly Effective.

In conclusion, Indicators 1 and 2 shared the highest weighted mean of 3.96, both interpreted as Highly
Effective. The average weighted mean of 3.91 revealed that respondents perceived compliance risk
management practices as “Highly Effective.” This highlights that MSMEs give high importance to
securing permits and licenses, meeting product or service standards, protecting sensitive data, and
observing both consumer rights and legal obligations.

The findings are consistent with the insights of Schmidt and Raman (2022), who stressed that businesses
ensure complete compliance with documents and standards to avoid operational disruptions. Similarly,
Martinez (2023) emphasized that securing permits and licenses not only validates the legality of
operations but also enhances customer trust and credibility.

Moreover, the study resonates with the observation that compliance risk management extends beyond
avoiding legal penalties; it also strengthens reputation, prevents operational disruptions, and mitigates
financial losses. (Bonnie and Gutierrez, 2024)
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2.3. Financial Risk
Table 12 Extent of Usage of Risk Management Practices of Micro, Small, and Medium-sized
Enterprises (MSMES) in terms of Financial Risk

Indicators Weighted Mean Interpretation
1. T'he business’ finances are regularly 381 Highly Effective
monitored.

2. The business’ profits ar|e separated from 3.76 Highly Effective
the owners and employees' own money.

3. The business avoids gett!ng loans and if 361 Highly Effective
they do, they pay loans on time.

4. The business makes sure that the : .
financial records are accurate and updated. 314 Highly Effective
5. The business handles the financial 371 Highly Effective
problems well.

Average Weighted Mean 3.73 Highly Effective

Note. Rating Scale (Verbal Interpretation): 3.50 — 4.00 (Highly Effective), 2.50 — 3.49 (Effective), 1.50 —
2.49 (Ineffective), and 1.00 — 1.49 (Highly Ineffective)

Table 12 presents the respondents’ assessment of risk management practices in terms of financial risk.
Indicator 1, “The business’ finances are regularly monitored,” obtained a weighted mean of 3.81,
interpreted as Highly Effective. Indicator 2, “The business’ profits are separated from the owners’ and
employees’ own money,” garnered 3.76, while Indicator 3, “The business avoids getting loans and if they
do, they pay loans on time,” received 3.61. Both were interpreted as Highly Effective. Indicator 4, “The
business makes sure that the financial records are accurate and updated,” earned 3.74, and Indicator 5,
“The business handles financial problems well,” obtained 3.71—all likewise interpreted as Highly
Effective.

2.4. Operational Risk
Table 13 Extent of Usage of Risk Management Practices of Micro, Small, and Medium-sized
Enterprises (MSMES) in terms of Operational Risk

Indicators Weighted Mean Interpretation

_1. Th_e t_)usmess owner and emplc_)yees engage 3.45 Effective

in training to attain necessary skills.

2. Th in rovi idelin hen .

_e business p owde_s guidelines whe 3.45 Effective

there is a system or technical error.

3. The business has guidelines when there is .
. . Effective

an unexpected event like a natural disaster.

4. The business has a policy or procedure in : .
POTICY or b 3.55 Highly Effective

identifying and mitigating operational risk.
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5. The business uses risk management

practices to minimize operational disruptions 3.61 Highly Effective
in the business.
Average Weighted Mean 3.50 Highly Effective

Note. Rating Scale (Verbal Interpretation): 3.50 — 4.00 (Highly Effective), 2.50 — 3.49 (Effective), 1.50 —
2.49 (Ineffective), and 1.00 — 1.49 (Highly Ineffective)

Table 13 presents the respondents’ assessment of risk management practices in terms of operational
risk. Indicator 1, “The business owner and employees engage in training to attain necessary skills,”
obtained a weighted mean of 3.45 and was interpreted as Effective. Indicator 2, “The business provides
guidelines when there is a system or technical error,” likewise received 3.45 (Effective). Indicator 3, “The
business has guidelines when there is an unexpected event like a natural disaster,” scored 3.46 (Effective).
Meanwhile, Indicator 4, “The business has a policy or procedure in identifying and mitigating operational
risk,” earned 3.55, and Indicator 5, “The business uses risk management practices to minimize operational
disruptions,” obtained 3.61—both interpreted as Highly Effective.

In conclusion, Indicator 5 registered the highest weighted mean of 3.61, while the average weighted
mean of 3.50 indicated that the respondents rated operational risk management practices as “Highly
Effective.” This implies that MSMEs are particularly proactive in reducing business disruptions but are
still moderately effective in areas such as training and providing clear guidelines for unexpected events.
The results are consistent , which emphasized that businesses prioritize addressing operational risks that
could threaten to disrupt operations and strategies. (Deloitte, 2024). Failure to effectively manage such
risks can damage a company’s reputation and organizational value. Similarly, noted that operational
interruptions directly affect revenue, making it crucial for businesses to adopt preventive measures and
comply with regulatory requirements to ensure continuity. (Schmidt and Raman, 2022)

Table 14 Summary of the Extent of Usage of Risk Management Practices of Micro, Small, and
Medium-sized Enterprises (MSMES)

Indicators Weighted Mean Verbal Interpretation
Strategic Risk 3.61 Highly Effective
Compliance Risk 3.91 Highly Effective
Financial Risk 3.73 Highly Effective
Operational Risk 3.50 Highly Effective
Average Weighted Mean  3.65 Highly Effective

Note. Rating Scale (Verbal Interpretation): 3.50 — 4.00 (Highly Effective), 2.50 — 3.49 (Effective), 1.50 —
2.49 (Ineffective), and 1.00 — 1.49 (Highly Ineffective)

Table 14 illustrates the overall extent of usage of risk management practices among MSMEs in terms of
strategic risk, compliance risk, financial risk, and operational risk, as measured by their average weighted
means. Among the four dimensions, compliance risk obtained the highest average weighted mean of 3.91,
interpreted as Highly Effective. This was followed by financial risk with an average weighted mean of
3.73 (Highly Effective), then strategic risk with 3.61 (Highly Effective). Lastly, operational risk recorded
the lowest average weighted mean of 3.50, though it still fell within the Highly Effective range.
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In conclusion, the extent of MSMEs’ usage of risk management practices across the four dimensions
resulted in an overall composite mean of 3.65, signifying that respondents generally apply these practices
at a Highly Effective level. The findings suggest that MSMES place greater emphasis on compliance and
financial risks likely due to legal requirements and financial stability being critical for business survival
operational risks, though still managed effectively, receive comparatively less focus

3. The extent of effectiveness of risk management practices to the holistic competency in terms of:
3.1. Sustainability
Table 15 Effectiveness of Risk Management Practices to the Holistic Competency of Business in
terms of Sustainability

Indicators Weighted Mean Interpretation

1. Risk management practices allow the
business to be prepared for possible 3.36 Effective
calamities like typhoons and earthquakes.

2. Risk management practices allow the
business to consistently comply with every 3.62 Highly Effective
environmental policy.

3. Risk management practices allow the

business to have a safe work environment. 3.75 Highly Effective

4. Risk management practices allow the
business to be aware and in compliance 3.79 Highly Effective
with business laws.

5. Risk management practices allow the

business to maintain a positive reputation 3.71 Highly Effective
and image.
Average Weighted Mean 3.64 Highly Effective

Note. Rating Scale (Verbal Interpretation): 3.50 — 4.00 (Highly Effective), 2.50 — 3.49 (Effective), 1.50 —
2.49 (Ineffective), and 1.00 — 1.49 (Highly Ineffective)

Table 15 presents the extent of MSMEs’ usage of risk management practices in relation to sustainability.
Results revealed an overall summative mean of 3.64, interpreted as Highly Effective, indicating that
MSMEs generally apply risk management practices to support sustainable and competent operations.
Among the indicators, compliance with business laws ranked highest (WM = 3.79, Highly Effective),
followed by maintaining a safe work environment (WM = 3.75, Highly Effective), and sustaining a
positive reputation (WM = 3.71, Highly Effective). Compliance with environmental policies (WM = 3.62,
Highly Effective) came next, while preparedness for calamities ranked lowest (WM = 3.36, Effective).
These findings affirm that MSMEs prioritize legal compliance, workplace safety, and reputation
management as core aspects of sustainability, while disaster preparedness remains relatively less
emphasized. As Ramanauskaité and Kanelli (2019) emphasize, long-term business success relies on
integrating financial and non-financial sustainability efforts. Similarly, Eizaguirre, Garcia-Feijoo, and
Laka (2019) identify economic, ecological, and social dimensions as the foundations of sustainability.
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Moreover, Hoover (2024) highlights compliance as the first step toward sustainability, aligning with this
study’s finding that MSMESs’ strongest practice lies in adherence to business laws.

Finally, SOCAR (2024) stresses the interconnection between risk management and sustainability, noting
that risk management provides a structured framework for advancing environmental, social, and
governance (ESG) performance. The findings indicate that risk management practices are essential for
sustaining business competency, particularly in maintaining a safe work environment, upholding a positive
reputation, and ensuring compliance with environmental policies.

These practices also help businesses prepare for long-term challenges, such as climate-related risks, which
the World Economic Forum (2022) identifies as critical in aligning organizational strategies with
sustainability goals.

3.2. Profitability
Table 16 Effectiveness of Risk Management Practices to the Holistic Competency of Business in
terms of Profitability

Indicators Weighted Mean Interpretation

1. Risk management practices facilitate

enhancing the revenue of the business. 3.15 Highly Effective

2. Risk management practices facilitate in
reducing financial losses due to unforeseen 3.65 Highly Effective
events.

3. Risk management practices facilitate in

- . . 3.57 Highly Effective
seizing new business opportunities.

4. Risk management practices facilitate in

i . . Highly Effective
preventing potential penalties or expenses. gnly

5. Risk management practices facilitate

better utilization of business capital or 3.76 Highly Effective
resources.
Average Weighted Mean 3.69 Highly Effective

Note. Rating Scale (Verbal Interpretation): 3.50 — 4.00 (Highly Effective), 2.50 — 3.49 (Effective), 1.50 —
2.49 (Ineffective), and 1.00 — 1.49 (Highly Ineffective)

The results indicate that risk management practices significantly enhance the profitability of Micro, Small,
and Medium-sized Enterprises (MSMES).

Practices such as optimizing resource utilization, increasing revenue, preventing penalties, and minimizing
financial losses were all rated “Highly Effective,” with a composite mean of 3.69. This demonstrates that
MSMEs consistently employ risk management strategies to strengthen financial performance. These
findings emphasized that risk management is crucial for achieving business profitability, who noted that
properly maintained risk management reduces costly errors and promotes better business outcomes.
(AlNahhaal, 2023 and Jonas, n.d.)
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3.3. Overall Performance
Table 17 Effectiveness of Risk Management Practices to the Holistic Competency of Business in
terms of Overall Performance

Indicators Weighted Mean Interpretation

1. Risk management practices help in

achieving the business goals and objectives. Highly Effective

2. Risk management practices help in

customer satisfaction. 382 Highly Effective
3. Risk management practices help in the

improvement of skills of the owner and the 3.63 Highly Effective
employees.

4. Risk management practices help in the . .
market competitiveness of the business. 3.12 Highly Effective
5. Risk management practices help in the

improvement of quality of the product or 3.82 Highly Effective
service.

Average Weighted Mean 3.75 Highly Effective

Note. Rating Scale (Verbal Interpretation): 3.50 — 4.00 (Highly Effective), 2.50 — 3.49 (Effective), 1.50 —
2.49 (Ineffective), and 1.00 — 1.49 (Highly Ineffective)

The findings show that risk management practices significantly enhance the overall performance of Micro,
Small, and Medium-sized Enterprises (MSMEs), with an average weighted mean of 3.75, interpreted as
“Highly Effective.” Specifically, these practices improve customer satisfaction, product or service quality,
goal achievement, market competitiveness, and the skills of owners and employees. This underscores that
MSMEs regularly apply risk management strategies to maintain operational efficiency and
competitiveness. These results align that risk management enhances business performance, and who found
that risk management disclosure substantially benefits overall execution. (Fernando, et. al., 2019; Okere,
et. al, 2018). Furthermore, the effectiveness of risk management is supported by frameworks emphasizing
internal environment, goal setting, control, and monitoring activities, (Bello et al., 2019; Al-Nimer et al.,
2021) ultimately contributing to financial and non-financial improvements and organizational
sustainability (Kotaskova et al., 2020; Edor, 2020; Mustapha et al., 2023).

Table 18 Summary of the Extent of Effectiveness of Risk Management Practices to the Holistic
Competency of MSMEs

Indicators Weighted Mean Verbal Interpretation
Sustainability 3.64 Highly Effective
Profitability 3.69 Highly Effective
Overall Performance 3.75 Highly Effective
Average Weighted Mean  3.73 Highly Effective

Note. Rating Scale (Verbal Interpretation): 3.50 — 4.00 (Highly Effective), 2.50 — 3.49 (Effective), 1.50 —
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2.49 (Ineffective), and 1.00 — 1.49 (Highly Ineffective)

Table 18 shows that risk management practices are highly effective in enhancing the holistic competency
of Micro, Small, and Medium-sized Enterprises (MSMES) across sustainability, profitability, and overall
performance. Among the indicators, overall performance ranked highest with a weighted mean of 3.75,
followed by profitability at 3.69, and sustainability at 3.64, all interpreted as “Highly Effective.” The
overall average weighted mean of 3.73 demonstrates that the respondents consistently apply risk
management practices to strengthen their businesses’ sustainability, financial outcomes, and operational
efficiency (Fernando et al., 2019; Mustapha et al., 2023; Ramanauskaité & Kanelli, 2019).

4. Significant difference in the extent of usage of risk management practices when grouped
according to the respondents’ profile variables
Table 19 Difference in Respondents’ Extent of Usage of Risk Management Practices when
Grouped by Their Profile Variables

Profile Variables P value Decizion Interpretation
. There iz a significant
Manthly Income 0.04a4 Reject Ha difference
Industry or Sector 02210 | AcceptH, | |NEre s no significant
' difference
Asset Size 00003 | RejectH, | |NETE IS 3 significant
difference
. There is a significant
Mumber of Employees 0.0003 Reject Ho difference
- . There is a significant
Years of Operation 0.0369 Reject Ha difference

Note. P-Value (Verbal Interpretation): P-Value < 0.05 (Significant Difference) and P-Value > 0.05 (No
Significant Difference)

Table 19 presents the differences in the extent of usage of risk management practices among MSMEs
when grouped by profile variables. Analysis of variance (ANOVA) at a 0.05 significance level revealed
significant differences in four out of five profile variables. Monthly income (p = 0.0484), asset size (p =
0.0003), number of employees (p = 0.0003), and business operation length (p = 0.0369) showed significant
differences, indicating that higher income, larger assets, more employees, and longer business operation
are associated with greater application of risk management practices. In contrast, industry or sector (p =
0.2210) showed no significant difference, implying that sector classification does not influence the extent
of risk management usage. These findings align with studies emphasizing the strategic importance of risk
management in financial decisions, asset management, employee productivity, and business longevity
(Altuntas etal., 2019; Chellappa, 2023; Maletic¢ et al., 2018; Pastran et al., 2021; PWC Global Risk Survey,
2022; Webb, 2021).
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5. Significant difference in the extent of effectiveness of risk management practices to the holistic
competency when grouped according to the respondents’ profile variables.
Table 10 Difference in Respondents’ Extent of Effectiveness of Risk Management Practices to the
Holistic Competency when Grouped by Their Profile Variables

Profile Variables Pvalue | Decision Interpretation

. . There is a significant
Monthly Income 00076 | Reject Ho Sifteronce.

Industry or Sector 0.0013 | RejectH Wliizsz 15 el lirszh
) : ] o difference.

Asset Size 0.0026 | RejectH sz b el szl
: Ject Ho difference.

Number of Employees 0.0026 | RejectH Wz (5 2 ST LB
ploy ' ] ¢ difference.

. . There is a significant
Years of Operation 0.0477 Reject Ho difference.

Note. P-Value (Verbal Interpretation): P-Value < 0.05 (Significant Difference) and P-Value > 0.05 (No
Significant Difference)

Table 20 presents the differences in the extent of effectiveness of risk management practices on the holistic
competency of MSMEs when grouped according to profile variables, analyzed using ANOVA at a 0.05
significance level. Significant differences were observed across all profile variables: monthly income (p
=0.0076), industry or sector (p = 0.0013), asset size (p = 0.0026), number of employees (p = 0.0026), and
years of operation (p = 0.0477). These results indicate that the effectiveness of risk management practices
on sustainability, profitability, and overall performance varies depending on respondents’ income, sector,
asset size, workforce, and business age. Higher income, larger assets, more employees, and longer
operation periods were associated with greater effectiveness in risk management. These findings are
supported by previous studies linking income and performance (Uwuigbe et al., 2018; Ledley et al., 2020;
Matar & Eneizan, 2018), industry effects on profitability and overall performance (Krevel, Ward, & De
Neve, 2019; Lee & Hu, 2018), firm size impacts on sustainability and competitiveness (Dzeraviaha, 2022;
Hung, Vinh, & Thai, 2019; Abeyrthna & Priyadarshana, 2019), employee influence on productivity and
business stability (Hernita et al., 2021; Romo et al., 2023; Abidin et al., 2023), and years of operation on
long-term sustainability and efficiency (SciSpace, n.d.; Damodaran, 2024).

6. Significant relationship between risk management practices and holistic competency.
Table 21 Relationship Between Risk Management Practices and Holistic Competency

R Value  Decision Interpretation

Risk Management Practices
and Holistic Competency

Note. R Value [Verbal Interpretation]: 0.80 to 1.00 (-0.80 to -1.00) [Very Strong Positive (Negative)
Correlation], 0.60 to 0.79 (-0.60 to -0.79) [Strong Positive (Negative) Correlation], 0.40 to 0.59 (-0.40 to
-0.59) [Moderate Positive (Negative) Correlation], 0.20 to 0.39 (-0.20 to -0.39) [Weak Positive (Negative)
Correlation], and 0.00 to 0.19 (0.00 to -0.19) [No Correlation or Very Weak Positive (Negative)

0.6102 Reject Ho Strong Positive Correlation
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Correlation]

Table 21 presents the relationship between risk management practices and the holistic competency of
MSMESs using Pearson’s correlation coefficient. The analysis yielded an r value of 0.6102, indicating a
strong positive correlation. This result rejects the null hypothesis, confirming that improvements in risk
management practices are associated with enhanced holistic competency of enterprises. In other words,
effective risk management contributes positively to overall business performance.

These findings are supported by previous research. Kulkarni and Ujagare (2023) emphasized that
Enterprise Risk Management (ERM) positively affects MSMEs by promoting sustainable business
models, competitive advantage, profitability, operational efficiency, and customer confidence. Similarly,
Hanggraeni et al. (2019) found that identifying and managing risks significantly impacts overall business
performance. Yakob et al. (2019) highlighted that effective risk management enables SME owners and
managers to achieve business objectives, enhance profitability, and improve overall performance. Apaloo
and Bright (2022) further stressed that continuous learning in risk management strengthens SMEs” ability
to identify, assess, and mitigate risks, thereby boosting performance and market competitiveness.

Table 22 Proposed Action Plan on Improved Access to Risk Management Approach to Micro,
Small, and Medium Enterprises (MSMESs) around the City of Santa Rosa Laguna

Persons Involved

Suggest

Project / Tar ed )

get  Goal Budget Dat . Baseline Target
Program Promote Particip oa Hege  ndicato S2¢e 1arde

r rs
ants
Total
1-Day Number number
seminar To _ of of
on encourag Estimated registere registere
Sustainab P550,000  for d d
. e MSMEs 10%
le  Risk in 3,000 Baranga Baranga .
Managem Owners ... participants y y Increase
ent or registertn MSMEs MSME
Practices Local Manager g .and Breakdown: Every increase on  the
capturing : Januar
and Govern s of . Pre-seminar d previous
. opportuni y and

Promotio ment MSME ties  in SXPEnses " Julv of year
n  of Unit,  and tevaloni P210,000 they
streamlin  BPLO  Aspiring depals Seminar ear Number Total
ed and Business expenses Y of number
coordinat owners strenathe £306,700 Baranga of
ed Tenge b ost-seminar y with Baranga 12
MSME ning _thel_r expenses - innovati y with Baranga
local T_I:Stamab' £10,000 ve technolo ys
regulatio 'y business gy -
ns permit  based

systems  business
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permit
systems
To alloy EStimated Tota:)
o £850,000 for Percenta number
ng loan in e i
J Owners . participants MSMEs  registere 5%
processes or aCh|eV|ng Wlth d increase
f busi i i
I\(/)IrSMEs Local Manager ds\s/:er:(issm Breakdown: Every Credit  Dbusiness
Govern s of PM  bre-training Augus loans  esin the
and ent cit
Financial MM MSME through  ©XPENSeS -t of y
Risk unit, and - ternativ L0000 the  Number Total
Managem DTI g\sp_lrlng Training year ¢ number
- usiness financial expenses - MSME  of L5
. Owners P624,000 tin  MSME 0
practices tools to . acceptn .
. .. Post-training digital Increase
training maximize expenses g aignial per
i ) payment baranga
finance P10.000 :
y
Estimated P1.2 To be
Million for 3,000 Number generate To be
participants and of d by the establis
Strategic website MSMESs concern hed by
and development ed local concern
. employe
Operation governm ed local
. To es
al  Risk Breakdown: . ent departm
Owners  enhance trained
Approach Research & departm ent
. Local or the labor
Training ... DevelopmentEx ent
Govern  Manager capacities
and ment . of for penses - Every
Develop Unit MSME, MSMEs ?300,099 Febru
ment  of . .., Advertising ary of
. PESO Aspiring and build T b
Online and IT Business opportuni Expenses - the ° N
site focus ' O tpp L P10,000 year  Percenta generate To be
on epartm WhErs. y 0 Pre_training ge d by the establis
promotio ent Employe  foster expenses ] increase concern hed by
n of €s industry £190,000 of ed local concern
MSME clustering Training investm governm ed local
around expenses - ents in ent departm
the city £624,000 MSME  departm ent
Post-training ent
expenses -
P10,000
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Table 23 Proposed Budget Plan on 1-Day Seminar on Sustainable Risk Management Practices and
Promotion of Streamlined and Coordinated Micro, Small, and Medium Enterprises (MSMES)
Local Regulations

PARTICULARS -Er)(zl;rEAlll_SES
I. Pre-Seminar Expenses
A. Guest Speaker Fees
P10,000 x 2 speakers $£20,000.00
B. Materials
P50 x 3,000 participants P£150,000.00
C. Advertising Fees
Design Fees for Publication Materials $10,000.00
D. Other Supplies/Services $30,000.00
I1. Seminar Expenses
A. Salaries and Wages
Outsourced Staff - P500 x 10 staff P5,000.00
B. Food
Participants - P100 x 3000 participants $300,000.00
Speakers - P350 x 2 speakers P700.00
Outsourced Staff - P100 x 10 staff P1,000.00
I11. Post-Seminar Expenses
A. Preparation of Report $20,000.00
GRAND TOTAL P536,700.00

Table 24 Proposed Budget Plan on Simplifying Loan Processes for Micro, Small, and Medium
Enterprises (MSMES) and Financial Risk Management Practices Training

PARTICULARS TOTAL EXPENSES

I. Pre-Training Expenses
A. Materials

P50 x 3,000 participants £150,000.00

IJFMR250654925 Volume 7, Issue 6, November-December 2025 27



https://www.ijfmr.com/

Ny International Journal for Multidisciplinary Research (IJFMR)

(i

IJFMR

E-ISSN: 2582-2160 e Website: www.ijfmr.com

e Email: editor@ijfmr.com

B. Advertising Fees

Design Fees for Publication Materials £10,000.00
C. Other Supplies/Services £30,000.00
I1. Training Expenses
A. Salaries and Wages
Outsourced Staff - P500 x 20 staff x 2 days $20,000.00
B. Food
Participants - P100 x 3000 participants x 2 days $650,000.00
Outsourced Staff - P100 x 20 staff x 2 days P4,000.00
I11. Post-Training Expenses
A. Preparation of Report P20,000.00
GRAND TOTAL $884,000.00
Table 25
PARTICULARS TOTAL EXPENSES
Development of Online Site
I. Research and Development Expenses
A. Professional Fees $300,000.00
I1. Advertising Expenses
A. Design Fees for Publication Materials P10,000.00 $310,000.00

Fuis=lk Approach Trainding
I. Pre-Training Expenses
A Materials
P50 = 3000 participants
B._ Adrrertising Fees
Dresign Fees for Publication MhMaterials
. Orther Supplies/ Services
IT. Training Expenses
A Salaries and Wages
Outzourced Staff - PS50 x 20 staff x 2 days
BE. Food
Participants - 100 x 3000 participants x 2 days
Outzourced Staff - P10 x 20 staffx 2 days
IIT. Post-Training Expenses
A Preparation of Report

BP150, 000 00

B 10, 000 00

B30 000 0D

P20 000 00

BooD 00 00

B 00 00

B 10, 000 00 FEE4 000 00

GREA™NID TOT AT,

1,184,000.00
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Proposed Budget Plan on Strategic and Operational Risk Approach Training and Development of Online
Site Focused on Promotion of Micro, Small, and Medium Enterprises (MSMEs) Around the City

Figure 3 Proposed Risk Management Process

RISK IDENTIFICATION RISK ASSESSMENT

CATEGORIZE RISKS REVIEW & RELATE RISKS
STRATEGIC SUSTAINABILITY
RANK RISI AND
COMPLIANCE KS
PROFITABILITY PRIORITIZE
FINANCIAL OVERALL PERFORMANCE
OPERATIONAL

RISK CONTROL

RISK COMMUNICATION RISK MONITORING

Summary of Findings

The study assessed the risk management practices and holistic competency of 350 Micro, Small, and
Medium Enterprises (MSMEs) in Santa Rosa, Laguna, examining business profiles, usage, and
effectiveness of risk management, and the relationship with holistic competency.

1. Respondent Profile (Tables 6-9)
Industry/Sector: The majority were in Accommodation and Food Service Activities (33.04%) and
Wholesale and Retail Trade (28.57%), with the remainder in various industries such as beauty care
and repair services.

e Asset Size: Most respondents were Micro enterprises (< P3,000,000, 63.39%), followed by Small
(P3,000,001-P15,000,000, 30.36%), and Medium (P15,000,001-P100,000,000, 6.25%) enterprises.

e Number of Employees: 63.39% had less than 10 employees, 30.36% had 10-99 employees, and the
remainder had 100-199 employees.

e Years of Operation: Most businesses operated for 1-5 years (44.64%) and 6-10 years (36.61%),
while fewer had been operating longer than 10 years.

2. Extent of Usage of Risk Management Practices (Tables 10-14)

e Strategic Risk: Weighted mean of 3.61 (“Highly Effective”), with the highest-rated practice being
alignment of business strategy with objectives.

e Compliance Risk: Weighted mean of 3.91 (“Highly Effective”), particularly strong in completing
permits and ensuring product/service quality.
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e Financial Risk: Weighted mean of 3.73 (“Highly Effective”), with accurate financial records and
separation of business and personal funds being most emphasized.

e Operational Risk: Weighted mean of 3.50 (“Highly Effective”), notably in using risk management to
minimize operational disruptions.

e Overall Usage: Composite mean of 3.65 indicates respondents consistently implement highly
effective risk management practices across all risk types.

3. Effectiveness of Risk Management on Holistic Competency (Tables 15-18)

e Sustainability: Weighted mean of 3.64 (“Highly Effective”), particularly in ensuring compliance with
business laws and maintaining a safe work environment.

e Profitability: Weighted mean of 3.69 (“Highly Effective”), strongest in better utilization of
capital/resources and enhancing revenue.

e Overall Performance: Weighted mean of 3.75 (“Highly Effective”), especially in improving
product/service quality and customer satisfaction.

e Composite Effectiveness: Average weighted mean of 3.73, showing that risk management
significantly enhances holistic competency in sustainability, profitability, and overall performance.

4. Differences Based on Profile Variables (Tables 19-20)

e Significant Differences: Observed in monthly income, asset size, number of employees, and years of
operation for both usage and effectiveness of risk management.

e Non-Significant Difference: Industry/sector showed no significant difference in usage, though it was
significant for effectiveness.

e Implication: Businesses with higher income, larger asset size, more employees, and longer operation
tend to implement and benefit more from risk management practices.

5. Relationship Between Risk Management and Holistic Competency (Table 21)
Pearson Correlation Coefficient: r = 0.6102, indicating a strong positive correlation.
Interpretation: Improved risk management practices are associated with higher holistic competency,
confirming their critical role in enhancing sustainability, profitability, and overall business
performance.

6. Strategic Vision, Focus, and Strategies (Table 22)
Vision: MSMEs as a competent and systematized backbone of the local economy.
Focus Areas: Environmental measures, financial growth, improved management, and innovation.
Strategies: Development of MSME support, sustainable approach, improved financing, and
operational/innovation focus.

Conclusions

MSMEs in Santa Rosa, Laguna, demonstrate highly effective risk management practices that significantly

enhance their holistic competency. The effectiveness and application of these practices vary according to

business characteristics, highlighting strategic risk management as a crucial tool for operational efficiency,
goal achievement, and competitive advantage.

1. Respondent Profile: Most MSMEs in Santa Rosa, Laguna, belong to Accommodation and Food
Service Activities (33.04%) and Wholesale and Retail Trade (28.57%). The majority are Micro
enterprises (63.39%) with less than 10 employees (63.39%) and have operated for 1-5 years (44.64%).

2. Extent of Usage of Risk Management Practices: MSMEs consistently apply risk management practices
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across strategic, compliance, financial, and operational risks, with overall usage rated as Highly
Effective (composite mean = 3.65).

3. Effectiveness of Risk Management on Holistic Competency: Risk management positively impacts
sustainability (3.64), profitability (3.69), and overall performance (3.75) of MSMEs, indicating its
essential role in enhancing holistic competency (average weighted mean = 3.73).

4. Differences Based on Profile Variables: Significant differences in risk management usage and
effectiveness exist based on monthly income, asset size, number of employees, and years of operation.

5. Industry/sector had no significant effect on usage but affected effectiveness, implying that operational
decisions are not industry-dependent.

6. Relationship Between Risk Management and Holistic Competency: A strong positive correlation (r =
0.6102) exists between risk management practices and holistic competency, confirming that
improvements in risk management enhance sustainability, profitability, and overall performance.

7. Strategic Vision, Focus, and Strategies: MSMEs aim to be competent and systematized backbones of
the local economy, focusing on environmental measures, financial growth, improved management,
and innovation, through strategies like MSME support, sustainability, financing improvements, and
operational/innovation initiatives.

Recommendations

1. MSMEs should continue implementing risk management practices consistently across strategic,
compliance, financial, and operational areas to sustain high performance and holistic competency.

2. Business owners should invest in training and capacity building to strengthen the knowledge and skills
necessary for effective risk management, especially in financial monitoring and compliance.

3. MSMEs with smaller assets or fewer employees should adopt tailored risk management frameworks
suitable to their scale to improve sustainability and profitability.

4. Policy and support programs from local government or business associations should focus on
encouraging MSMEs to integrate risk management into their operations, especially for newer or
smaller businesses.

5. MSMEs should leverage risk management to enhance long-term sustainability, including
environmental compliance, disaster preparedness, and safe work environments.

6. Strategic alignment should be emphasized by linking risk management to business objectives,
innovation, and market competitiveness to ensure overall business growth and resilience.
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