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ABSTRACT

The study investigated the relationship between risk-taking and the survival of small
and medium scale enterprises in Port Harcourt. The cross sectional survey method was
adopted. A sample size of eighty was drawn from a population of one hundred
employees using the Taro Yamane formula. The questionnaire was the main
instrument for data collection and data obtained was analysed using the SPSS.
Spearman’s rank correlation coefficient was used to test the hypotheses. Our findings
revealed a strong and positive relationship between risk-taking and the measures of
organizational survival. We concluded that risk-taking ability might proportionately
predict the organizational performance and success level of a firm. We recommended
that due to the complacent level in risk taking as discovered in the study, government
should provide current statistics to enable small and medium scaled industries take
calculated risk. It will be necessary that firms be given soft loans by banks to enable
them undertake more innovative and enterprising activities. Government ought to as
matter of criticality help planned business visionaries to have admittance to the public
purse to back them up. This could enable them identify business opportunities and take
the risk of embarking on them.
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INTRODUCTION

Overtime, it has been observed that Small and Medium-scale Enterprises (SMEs) play critical
roles in the process of industrialization and sustainable Organizational Survival as it has
enabled entrepreneurship activities through which employments have been generated and
poverty reduction and sustainable livelihood achieved (Ikem et al.,, 2012), The existence of
small and medium enterprises (SMEs) is so unique to the nation and that is why sometimes,
they are described as engine of growth of most economies of the world (Ibrahim, 2015).
However, the take off and efficient performance of any industrial enterprise, be it small or
large, will require a sound accounting technique, tools and system.

Taylor (2013) found that SMEs managers that are willing to take risk are more likely to achieve
higher performance and growth irrespective of the business environment in which they
operate. Keh, Nguyen, and Ng (2007) in their study found that risk taking has influential role
on information acquisition and utilization of marketing information for their competitive
capacity that led to high organizational performance and success.

Lyon et al,, (2000) and Nowduri et al., (2002) assert that SMEs facilitate easy distribution of
economic wealth and the decentralization of economic growth. Conversely, despite the
contributions of these SMEs to national development they are responsible for most of the
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breakthroughs and advances in new products and process. They contribute to the alleviation of
poverty through employment creation, equitable distribution of wealth, provision of flexible
and specialized service to large scale industries, stimulation of economic development and
national growth by participating mostly in the untapped markets. However, SMEs and their
impacts have been less satisfactory and their performances have fallen short of expectation
particularly in the developing economies of the world (Manbula, 2002).

Over the past decade, much has been written about risk taking and organizational survival.
Despite the increase in prior publications and studies, the extent to which entrepreneurial
behaviors such as risk taking influence organizational survival has not been sufficiently
clarified (Zahra and Covin, 1995). The study specifically examined the relationship between
risk taking and organizational survival in selected SMEs in Rivers State.

Objective of the Study
1. To investigate the relationship between risk taking and organizational survival in
selected SMEs in Rivers State.

Research Hypotheses

Ho1: There is no significant relationship between risk taking and customer satisfaction of
SMEs in Rivers State.

Hoz: There is no significant relationship between risk taking and adaptability of SMEs in
Rivers State

REVIEW OF RELATED LITERATURE

Risk-taking

Lumpkin and Dess (1996) considered risk-taking as management decision-making process
that accept the willingness to undertake uncertainty, and seize opportunities in the market
place by committing large resources with the expectation to achieve high returns on
investment. Risk taking represents a willingness to withstand uncertainty and mistakes as one
explores new ideas, advocates unconventional or unpopular positions, or tackles extremely
challenging problems without obvious solutions, in order to increase the likelihood of
accomplishment (Neves and Eisenberger, 2014).

The concept risk is not sufficiently defined in the literatures of entrepreneurship and
management theories. It is a concept whose meaning differs according to the different authors
and in the context in which it is used. Mitchel (1995) submitted that embarking on any new
ventures, start-ups etc. involve risk, or the possibility that actual result may differ from
expectation and that uncertainty is the source of risk, for if there had been no uncertainty,
there would also be no risk. Risk according to Dhliwayo and Vuuren,(2007) is an important
element of the strategic entrepreneurial attitude that involving creativity, innovation and
capturing opportunities that leads to organizational wealth creation and organizational
survival. Lewin and Stephen (1995) studied risk-taking propensity in organizations and
indicated that risk-taking propensity is the degree to which individual organizations exhibit,
support and willingness to make risky commitments of resources and funds across situation of
uncertainty for the purpose of capturing opportunities. Too little and too much risk taking are
both dangerous for organizations’ long-term welfare (Wicks et al, 1999). The degree of
optimal risk may vary substantially by job type and organization, making it a “conditional
good” (Molina-Morales et al., 2011, p. 118) risk taking has major implications for employee and
organizational outcomes and is therefore an important topic to study.
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The Concept of Organizational Survival

Maheshwari (1980) argued that the concept of Organizational survival is a multiple
dimensional concept with no common definition, making it elusive that there is no one single
way of defining organizational survival. This fact may be due to the many criteria used to
measure organizational survival and the many definitions available for the concept. He further
defined success as the ability of an organization to achieve an acceptable outputs and
expectations which are in line with the organizational goals and objectives. Evidence found in
the entrepreneurial, management and business literatures confirmed that organizational
survival and organizational performance are very narrowly connected (Perren, 2000; Jennings
and Beaver, 1992). Also, according to De-smet et al, (2006) success can be defined as an
organizational ability to operate effectively and efficiently, coping adequately and being able to
withstand the environmental turbulences by being flexible and adapting to change which may
result to growth. Imoisili (1978) defined Organizational survival as organization’s ability to
achieve sustainable growth and realization of its goals which leads to eventual superior
performance. Similarly, Beaver and Jenning (1995) are of the view that the most commonly
adopted description of organizational survival has much to do with financial viability and
growth with sufficient profits than other factors such as owner’s satisfaction, employee
satisfaction etc. Simpson et al, (2007) maintained that organizational survival is a multi-
dimensional concept which has no single significant element as its measures of analysis.
Simpson et al,, (2004) noted that there are two major indicators of success: the financial and
non-financial measures. The financial performance measures of organizational survival
includes: profitability, returns on capital, productivity of assets, sales margins, net operating
margin etc. while the non-financial indicators are the degree of employee satisfaction, ability to
retain management talent , the degree of customer satisfaction, owners’ satisfaction, superior
products and services etc. On the other hand, determination of the right criteria is paramount
in getting the accurate result. According to Masuo (2001) to avoid errors in determining the
measures, the selections of appropriate measure should depend on the type or nature of the
organization under review, the various environmental factors, cultures, management styles,
capital availability, technology and goal of the organization should be considered. This
argument is based on the fact that every organization has its different characteristics, goals and
constituencies. Paige and Littrell (2002) assert that some scholars includes subjective
(intrinsic) criteria such as freedom and independence, being one’s own boss, controlling one’s
own future; while the objective (extrinsic) factors such as increase profitability and wealth as
the criteria for organizational survival. Cameron (1979) suggested that there are other criteria
that could be used in the measurement of organizational survival such as effectiveness and
efficiency. Organizational survival will be defined as the ability of a firm to realize and actualize
its outcome and expectations in line with its mission, goals and objectives

Risk Taking and Organizational Survival

Murugesan & Jayavelu, (2017) suggested that optimistic entrepreneurs (those he referred to as
risk takers) will have a better chance at survival than the pessimistic ones. This was a view
strongly shared by Parimala & Ilham (2016) who also revealed a strong and significant
relationship between innovativeness, risk taking and customer satisfaction and adaptability.
They suggested a good blend of these would position an entrepreneur in a better position to
survive. According to Neves, and Eisenberger, (2014), risk attitudes have an impact on not only
the decision to become an entrepreneur but also the survival and failure rates of
entrepreneurs. Their empirical results confirm that persons whose risk attitudes are in the
medium range survive significantly longer as entrepreneurs than do persons with particularly
low or high risks. Ebiringa (2012) and Adegbite, Ilori and Abereijo (2007) also asserted that
risk taking significantly and proportionately predicts the organizational performance and
success level of a firm.
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RESEARCH METHODOLOGY

The study adopted a cross-sectional survey of the quasi-experimental design. This method is
adopted because the respondents who are in their private business are exposed to complex
relationships which are not subject to manipulation (Baridam, 2001). This study aimed at
examining the relationship between Risk-taking and organizational survival in SMEs in Rivers
State. The population for this study comprises of all the Small and Medium Scale Enterprises in
Rivers State, registered with the Rivers State Ministry of Trade and Commerce. However, for
easy accessibility, the accessible population consists of 120 respondents, (owners-partners,
managers and key officers) from the 20 selected SMEs within Rivers State, using purposive
sampling technique. It is assumed that responses obtained from the sample respondent would
be representative of the opinions of all SMEs operating in Rivers State. The respondents are in
position to express their opinion about the questions relating to the research instrument. The
sampling procedure adopted in this study is the Simple random sampling techniques. This
approach is to enable each member of the population to have an equal chance of being selected.
A sample size of eighty (80) owners-partners, managers and key officers was drawn from the
twenty (20) selected SMEs under review. The sample size was determined using the sample
size determination formula of Taro Yamens formula at 0.05 level of significance (Baridam,
2008)

RESULTS AND DISCUSSION
RESEARCH RESULTS AND FINDINGS
Test of Hypotheses
Hypothesis one
Ho1: There is no significant relationship between risk taking and customer satisfaction of
SMEs in Rivers State.

Table 4.1. Correlation Output of risk taking and customer satisfaction of SMEs in Rivers State.

Correlations
RISK- CUSTOMER
TAKING SATISFACTI
ON
Correlation 1.000 .786™
Coefficient
RISK-TAKING Sig. (2-tailed) : .000
Spearman's N 80 80
rho Correlation .786™ 1.000
CUSTOMER Coefficient
SATISFACTION Sig. (2-tailed) .000 .
N 80 80

**, Correlation is significant at the 0.01 level (2-tailed).
Source: Statistical Package for Social Sciences (version 22) Extract.

Hypothesis Two
Ho2: There is no significant relationship between risk taking and Adaptability of SMEs in
Rivers State.
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Table 4.2. Correlation Output of risk taking and Adaptability of SMEs in Rivers State.

Correlations
RISK-TAKING | ADAPTABILIT
Y
Correlation Coefficient 1.000 727"
RISK-TAKING  gio (2-tailed) : .000
) ot N 80 80
pearman's rho -
Correlation Coefficient 727 1.000
ADAPTABILITY g0 (2-tailed) 000 _
N 80 80

**, Correlation is significant at the 0.01 level (2-tailed).
Source: Statistical Package for Social Sciences (version 22) Extract.

Hypothesis One: Relationship between Risk-taking and Customer Satisfaction- The Table 4.1
above illustrates the analysis for the association between Risk-taking and customer
satisfaction of SMEs in Rivers State where Rho =.786 and p = 0.000. The findings shows a very
positive and significant association between both variables.. This means that increase in Risk-
taking is associated with increase in Customer Satisfaction. Hypothesis Two: Relationship
between Risk-taking and Adaptability- Table 4.2 above illustrates the analysis for the
association between Risk-taking and Adaptability of SMEs in Rivers State where Rho = .727
and p = 0.000. The findings show a very positive and significant association between both
variables. There is a significant relationship between Risk-taking and Adaptability of SMEs in
Port Harcourt. This implies that increase in Risk-taking is associated with increase in
Adaptability.

DISCUSSION OF FINDINGS

Risk taking: Customer Service and Adaptability

In hypotheses one, our findings here showed a significant relationship between risk taking and
customer satisfaction this is in line with the revelation of the (Murugesan & Jayavelu, 2017)
who suggested that optimistic entrepreneurs (those he referred to as risk takers) will have a
better chance at survival than the pessimistic ones. This was a view strongly shared by
Parimala & Ilham (2016) who also revealed a strong and significant relationship between
innovativeness, risk taking and customer satisfaction and adaptability. They suggested a good
blend of these would position an entrepreneur in a better position to survive. The findings is
also in line with Neves, and Eisenberger, (2014), who asserted that risk attitudes have an
impact on not only the decision to become an entrepreneur but also the survival and failure
rates of entrepreneurs

Results on hypotheses two revealed a significant relationship between risk taking and
adaptability. It was revealed that entrepreneurs who are more willing to take risk will have a
better chance and will find it easier to adopt changes that will help them manipulate and adapt
to changes in the environment as also agreed by (Ebiringa, 2012) who suggested that risk
taking could be a deciding factor on how easily an entrepreneur adapt to changes. This
suggestion was also echoed by (Chononye et. al., 2016) who also advocated that entreprenures
should be proactive and take more risk however he suggested they take more careful and
articulated risk.

SUMMARY, CONCLUSION AND RECOMMENDATIONS
This paper concludes by fully agreeing with Ebiringa (2012) and Adegbite, Ilori and Abereijo
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(2007) who asserted that risk taking significantly and proportionately predicts the
organizational performance and success level of a firm. In light of the above, the study
recommends that due to the complacent level in risk taking as discovered in the study, it will
be necessary that firms be given proper finance by banks to enable them undertake more
innovative and enterprising activities.
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