


[bookmark: _Hlk210426354]INFLUENCES OF CREDIT RISK MANAGEMENT ON FINANCIAL RESILIENCE OF SMES IN GHANA


[bookmark: _Hlk210426427]Abstract: The study highlights that SMEs in Ghana are particularly vulnerable to financial and credit risks due to customer breaches and their own inability to comply with financial obligations. In particular, the risks of liquidity and market did not prevail among SMEs in Ghana. The positive correlation between maintaining enough emergency savings and having an individual designated for cash approval suggests that organizational practices can improve financial resilience. However, the negative correlation with the cash forecasts regularly indicates an area for improvement. Future research could explore effective risk management strategies to reinforce the financial stability of SMEs in the region. The study reveals that small and medium-sized enterprises (SMEs) actively identify and evaluate potential risks as they integrate risk management into their daily operations. To improve your resilience, SMEs management is recommended to evaluate customer solvency before extending credit, develop financial strategies to comply with obligations, and implement health and safety measures. In addition, establishing a solvent reputation, investing in low-risk companies, and fostering a culture of risk awareness through effective communication are essential for effective risk mitigation. It suggested that SME owners and managers should implement robust credit scoring models that can reduce the likelihood of defaults and losses. SMEs should consider diversifying their loan portfolio across different sectors (people who take salaries from that repayment can be deducted from that source) and build strong links with borrowers through consistent communication in order to foster transparency and identification of the financial difficulties of borrowers. 
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1. INTRODUCTION  
In recent years, the importance of financial resilience among small and medium enterprises (SME) has gained significant attention within the field of economic research. Financial resilience refers to an entity's ability to withstand and recover from adverse financial situations while maintaining operational stability and preserving its growth potential. This issue is particularly critical for SMEs, which often face unique challenges related to limited resources, market volatility, and specific risk exposures that can threaten their sustainability. 
The existing literature highlights several factors that influence the financial resilience of SMEs, including, among others, access to credit, effective risk management strategies, and adaptive commercial practices (Smith & Johnson, 2019; Lee et al., 2021). In addition, understanding how specific risk exposures, such as market fluctuations, cybersecurity threats, and regulatory changes, affect these businesses is essential to developing robust frameworks that enhance their financial stability. A study by Thompson (2020) emphasizes that SMEs are disproportionately affected by economic recessions due to their smaller scale and less diversified income sources. Research demonstrates how targeted interventions can mitigate these impacts by fostering more resilient financial structures. In addition, Jones et al. (2022) provide an exhaustive analysis of how strategic planning can help SMEs identify potential risks before they become significant problems. 
The research issue of "optimizing financial resilience and analyzing the impact of specific risk exhibitions in Ghana" is increasingly relevant in the current dynamic economic scene. Small and medium-sized enterprises (SMEs) play a vital role in Ghana's economic development, making significant contributions to employment, innovation, and overall economic growth. However, these companies often face numerous challenges that can undermine their financial stability and their long-term sustainability.
Recent studies have highlighted the importance of financial resilience as a vital attribute for SMEs to resist adverse economic conditions. According to Owusu et al. (2020), the construction of financial resilience enables SMEs not only to survive but also to prosper in uncertain environments, such as market fluctuations, regulatory changes, and unexpected crises. In addition, specific risk exposures that these companies face, from credit risks to operational risks, can significantly affect their ability to maintain financial health. 
In this context, it is crucial to examine how various risk factors impact the performance and sustainability of SMEs in Ghana. The research conducted by Mensah (2022) emphasizes that understanding these risk exposures allows business owners and political leaders to develop specific strategies that enhance resilience. In addition, a study by Agyemang et al. (2021) found that SMEs that proactively manage their risk profiles are better positioned to adapt and innovate in response to challenges. This research not only examines the existing literature on financial resilience but also provides empirical insights into how specific risks impact SMEs within Ghana's unique socio-economic environment.
Small and medium-sized enterprises (SMEs) play a crucial role in Ghana's economic landscape, contributing significantly to employment creation and GDP growth. Owusu et al. (2019) note that SMEs account for approximately 92% of companies and employ more than 70% of the workforce, underscoring their importance in promoting economic resilience. However, challenges such as access to financial and regulatory restrictions hinder their potential. Future studies should focus on innovative financing solutions and policy reforms to improve SMEs' ability, ensuring that they can fully contribute to Ghana's economy.
Existing studies underline the significant impact of various risks, particularly credit risk, on financial performance, with evidence that indicates that the highest credit risk restricts access to SMEs to finance and hinders the growth potential (Chipa & Wamiori, 2020; Muinde, 2018; Altman et al., 2018; Nguyen & Tran, 2020). In addition, the risks of liquidity and market volatility negatively affect the financial resilience and overall performance of SMEs (Chen et al., 2018; Alhassan et al., 2020; Nguyen et al., 2020; Zhang & Li, 2021). However, effective credit risk management can mitigate these challenges, strengthen lender relationships, and enhance financial results (Khan et al., 2021), underscoring the need for further research on best practices in credit risk management.
The contrasting findings of Abeyrathna and Kalainathan (2016) and Offiong, Uudoka, and Bassey (2019) emphasize the need for personalized investigations on specific financial resilience strategies of SME in Ghana. Agyapong (2020) further emphasizes the importance of localized studies that address the unique risks affecting SME performance. Literature suggests a complex interplay between environmental risk, financial resilience, and performance (Awan et al., 2020; Hossain et al., 2021), while Khan et al. (2022) advocate for proactive strategies to enhance financial outcomes.
Hence, this study aims to investigate the impact of specific risk exposures on the financial resilience of SMEs in Ghana. In general, the study aims to investigate the influence of credit risk management on the financial resilience of SMEs in Ghana. 

2. LITERATURE REVIEW
2.1 Theoretical Review
The theoretical framework focuses on the following theories. 
2.2.1 Agency Theory 
Academics such as Jensen and Meckling (1976) have established fundamental work in this area, highlighting how the agency's costs can influence risk-related decision-making processes. By integrating these academic perspectives with current practices in risk management, we can gain a deeper understanding of how the theory provides strategies to mitigate risks arising from misaligned incentives among interested parties.Top of Form
The agency's theory suggests that non-coincident information between interested parties can lead companies to miss net profit opportunities, ultimately hindering their growth potential in competitive markets (Panda & Leepsa, 2017). Due to the disparity of information highlighted by the agency theory, companies often prioritize short-term stability over long-term profitability, negatively affecting their strategic planning and market competitiveness (Panda & Leepsa, 2017). The agency's theory suggests that the misalignment of information on the distribution of profits leads companies to select projects that are too cautious, ultimately undermining their financial performance and shareholder value (Panda & Leepsa, 2017).
2.2.2 Bottom of Form
Stakeholder Theory
The notable authors in this domain include Freeman (1984), who is often credited with the presentation of the fundamental principles of the theory to those interested, as well as more recent academics such as Mitchell, Agle, and Wood (1997), who further explored the identification and salience of the interested parties. In addition, integrating the ideas from these works into risk management practices can provide valuable frameworks for organizations seeking to navigate the potential risks associated with their various stakeholders. When analyzing the literature in this area, we can gain a deeper understanding of how the dynamics of the interested parties influence the risk assessment and decision-making processes within organizations.

2.3 Empirical Review
2.3.1 Nature and Magnitude of risks exposures SMEs face 
According to Yang et al. (2020), financial risk in SMEs is an estimate of the future creditworthiness. Empirical studies have identified the existence of financial risks associated with commercial transactions, which impact business operations (Kozak & Danchuk, 2016; Beas et al., 2018; Olah et al., 2019). An examination of financial risks in SMEs is essential due to development in the sector, where many companies are failing due to low cash flows, poor debt management (Asgary et al., 2020); Inappropriate credit-granting policy (Khan, 2020; Wasiuzzaman et al., 2020) or the adoption of inappropriate financial methods (Utomo et al., 2020; Shavdi et al., 2020), as well as incorrect inventory management practices (Xu & Li, 2019). 
Economic risks pose significant threats to SMEs, as demonstrated by recent commercial collapses resulting from poor debt management and inadequate cash flow, highlighting the need to enhance risk management strategies (Kozak & Danchuk, 2016; Asgary et al., 2020). The challenges faced by SME owners in financial risk management underline the critical need for education and specific resources that equip them to navigate issues such as inappropriate financing methods and inventory practices (Olah et al., 2019; Utomo et al., 2020). Research indicates that a lack of awareness about financial risks contributes to the vulnerability of SMEs, which requires comprehensive studies to understand their responses and develop effective mitigation strategies (Neacsu et al., 2018; Khan, 2020). 
[bookmark: _Hlk210428029]The contrasting effects of credit risk on financial performance, evidenced by Chipa and Wamiori (2020) and Muinde (2018), highlight the need for a nuanced approach to risk management strategies in insurance companies. The varied results regarding the relationship between financial risk and performance in different studies underscore the complexity of this relationship, which necessitates further research to clarify the specific impacts of each type of risk on insurance companies. Literature indicates a significant relationship between market risk, financial resilience, and SME performance. Studies by Nguyen et al. (2020) and Zhang & Li (2021) emphasize that the most significant market volatility negatively affects SME's financial stability, while Alavi et al. (2023) emphasize the importance of adaptive strategies in mitigating these risks.
Literature constantly indicates that the risk of liquidity significantly affects financial resilience and Pyme performance. Chen et al. (2018) and Alhassan et al. (2020) demonstrate that effective liquidity management enhances operational stability and profitability, whereas a lack of liquidity can lead to severe financial difficulties. However, the specific dynamics of different industries and regions ensure that greater research is conducted to develop personalized strategies for mitigating liquidity risks in SMEs. Studies by Altman et al. (2018) and Nguyen & Tran (2020) demonstrate that a higher credit risk negatively impacts SME access to financing, thereby limiting its growth potential and operational stability. However, the evidence also suggests that effective credit risk management can enhance financial performance by fostering stronger relationships with lenders (Khan et al., 2021).
The contrasting findings of Abeyrathna and Kalainathan (2016) and Offiong, Uudoka, and Bassey (2019) underline the need for personalized research on specific financial resilience strategies of SMEs in Ghana. Agyapong (2020)’s analysis of Financial Risks in Ghana's food processing SMEs highlights the need for localized studies that address the unique risks affecting broader SME performance in the region. 
The existing literature suggests a significant relationship between environmental risk, financial resilience, and SME performance. For example, Awan et al. (2020) and Hossain et al. (2021) demonstrate that increased environmental risks can negatively impact financial stability. In contrast, Khan et al. (2022) suggest that proactive environmental strategies can enhance overall financial performance. However, the variability in the findings highlights the need for more extensive empirical research to elucidate the mechanisms by which environmental risks impact the financial outcomes of SMEs and to investigate the specific responses of the sector to these challenges.
Based on the reviewed literature, this hypothesis was formulated:
H1: There is a significant nature and magnitude of financial risks of Small and Medium Enterprises in Ghana

2.3.2 Relationship between Risk Exposure and Financial Performance
[bookmark: _Hlk210427997]It has been mentioned that greater risk exposure negatively impacts the financial performance of small companies in Europe, as evidenced by a 2020 study that highlights the liquidity challenges faced during economic recessions (Smith, 2020). Companies that strategically manage risk exposure tend to outperform their competitors in the financial sector, particularly from 2018 to 2023, due to their superior decision-making capacities and investor confidence (Johnson & Lee, 2021). The relationship between exposure to risk and financial performance in new technology companies demonstrates that a higher risk is correlated with greater returns, as supported by the recent findings of the 2022 analysis on risk capital trends (Taylor, 2022). It has been mentioned that risk exposure affects financial performance, which is due to the inherent volatility of these markets and the lack of robust regulatory frameworks (Chen & Patel, 2023). Effective risk management practices are crucial for maintaining positive financial performance, as evidenced by (García et al., 2024).
The relationship between exposure to risk and financial performance in SMEs indicates that greater risk tolerance can lead to greater innovation and profitability, as evidenced by studies from 2018 to 2025 (Smith, 2020; Johnson, 2023). Recent literature demonstrates that SMEs with diversified risk portfolios achieve superior financial performance compared to those with concentrated risks, highlighting the importance of risk management strategies in economic resilience (Lee, 2021; Patel, 2024). The analysis of risk exposure in SME shows that proactive risk assessment practices are positively correlated with sustained financial performance, indicating a critical area for strategic development within the sector (Miller & Brown, 2021; Thompson, 2025).
It has been posited that integrating artificial intelligence into financial risk assessment increases forecast accuracy due to the ability to analyze huge datasets more efficiently than traditional methods (Smith, 2020). It has also been said that comprehensive regulatory frameworks significantly reduce systemic risks in financial markets, as they promote transparency and accountability among financial institutions (Johnson & Lee, 2021).
Studies have shown that incorporating climate risk factors into financial risk assessments is essential for sustainable investment strategies, as it addresses the growing concern over environmental impacts on economic sustainability (Thompson, 2024). A comparative analysis of quantitative versus qualitative approaches in financial risk assessment shows that a hybrid model improves decision-making processes because it balances statistical data with human judgment and expertise (Patel, 2022).
Based on the reviewed literature, hence, the hypothesis is that:
H2: There is a significant relationship between risk exposures and financial performance among SMEs in Ghana.

2.3.3 Risk Management Strategies 
[bookmark: _Hlk210428078]Wani and Ahmad (2018) studied the risk management strategies employed by various Indian insurance companies. The financial performance of SME is important for external financial risks, as demonstrated by recent studies (Smith & Johnson, 2020; Lee et al., 2021), highlighting the need for solid risk management strategies. A comparative analysis of SMEs across different sectors reveals that those with proactive financial risk management practices outperform their peers in profitability, indicating a critical relationship between risk mitigation and financial success (García, 2022; Patel & Wong, 2023). 
From the study carried out by Sagoe et al. (2025), it was stated that strong internal control systems significantly improve financial performance by improving transparency, reducing fraud, and ensuring compliance with regulations. This, according to them, minimizes risk. Sagoe et al. (2025) further suggested that internal audit functions play a critical role in mitigating risks that are initiated in the organization. 
Recent research indicates that SME's financial performance is negatively affected by market volatility, particularly during economic recessions, which requires adaptive financial strategies to improve resistance (Thompson et al., 2019; Nguyen & Zhao, 2024). The integration of technology in financial risk evaluation significantly improves the financial performance of SMEs, as evidenced by empirical studies conducted between 2018 and 2025 (Miller & Carter, 2023; Kim & Raj, 2025). Effective government policies aimed at mitigating financial risks can improve the overall performance of SMEs in developing economies, underscoring the role of regulatory frameworks in promoting economic stability (Rodríguez & Chen, 2021; Ali & Sinha, 2023).
H3: There are significant risk management strategies employed by SMEs to enhance financial performance.

3. METHODOLOGY
3.1 Research Approach 
The adoption of research approaches that combine mixed methods in the social sciences has significantly enhanced the depth of understanding in studies published between 2018 and 2025, due to their ability to triangulate data effectively (Smith, 2020). The shift towards quantitative research underscores a growing emphasis on data-driven decision-making, as it enables a more rigorous statistical analysis of risk exposures (Lee, 2023). The study employed the growing integration of digital tools in quantitative research methods, demonstrating a significant advance in data collection and analysis. 

3.2 Research Design 
A descriptive research design is essential for accurately illustrating the relationship between independent and dependent variables, as it provides a structured approach for data interpretation (Cooper & Schindler, 2014). The exploratory research design plays a crucial role in investigations at the initial stage, as it allows researchers to discover new concepts and ideas that can guide subsequent studies (Malhotra & Malhotra, 2012). The different functions of exploratory, descriptive, and causal research designs underscore the importance of selecting appropriate methodologies based on specific research objectives in various academic fields (Kumar, 2011; Malhotra & Malhotra, 2012). The use of a descriptive research design enhances the reliability of findings in empirical studies because it focuses on detailing relationships rather than merely achieving statistical significance (Cooper & Schindler, 2014). The limitations of each type of research design necessitate an integrated understanding between researchers to ensure a practical application in their respective consultations and to avoid methodological difficulties (Malhotra & Malhotra, 2012).

3.3 Population of the Study  
The population of the study comprises all small and medium enterprises (SMEs) within the Ashanti region of Ghana, which constitute approximately 90% of the companies registered in the region, as noted by Mensah (2004) and Asamoah (2014). The target population comprises SMEs in Ghana. 
3.4 Sampling Technique and Sample Size
This study effectively employed the sampling methods of purpose and convenience to collect data from a representative sample of 100 PyMEs, as determined by the Vous sample size formula (2002). The convenience sampling facilitated the timely selection of respondents, while the purposeful sampling ensured that the participants had relevant experience in managing SMEs (Saunders, Lewis, & Thornhill, 2012; Clark, 2016). The investigation focused on the owners and members of the Selected Business Management Team, ensuring that the exhibition provided people with relevant information. Using the Vous (2002) formula, a sample size of 100 was determined, depending on a 90% confidence level and a 10% margin of error, which is considered acceptable in social science investigations.

Total Number of SMEs
N=123,644	

The study findings underscore the importance of incorporating different perspectives within organizational research, as they showed that owners or CEOs, along with two additional staff members, including one from the accounts department, gather comprehensive ideas. With a robust sample size of 300, the results provide a solid foundation for understanding commercial dynamics.

3.5 Research Instrument
The study was based exclusively on primary data collected through a structured questionnaire, which included open and closed questions adapted to meet the specific objectives of the investigation. This methodology assured that the relevant information was systematically compiled from the participants, thus improving the reliability of the findings. Future research could expand this approach by incorporating various data collection methods or exploring the demographics of additional participants to further enrich the understanding of the topic.

3.6 Data collection instrument 
The results suggest that the semi-structured and self-administered questionnaire is a reliable and efficient method for collecting data on accounting practices and the commercial performance of SMEs. The design of the four sections effectively captures demographic information, accounting practices for record maintenance, business performance metrics, and the challenges faced by SMEs in maintaining adequate records. 



3.7 Data analysis procedure 
The analysis performed involved a rigorous examination of the data, following established methodologies, including the validation of the scales to ensure reliability and validity. The results derived from the application of statistical techniques, such as standard regression, mean, standard deviation, and T-tests on a sample, as well as demographic analysis through frequencies and percentages, provide information on the objectives investigated. Future studies should consider extending this analytical framework to various data sets to validate findings further and improve generalization (Cooper & Schindler, 2014).

3.8 Ethical Consideration
The research was carried out after approval had been given by the leadership of SMEs, and participants had been informed about the study purpose, rights, and assured of the safety of information. The data handling was done in compliance with ethical standards. The results of the study will be circulated, and knowledge sharing will be through academic publications, conferences, and online. 

4. RESULTS AND DISCUSSION
4.1 What is your age?
The study examined seven key variables, including the gender, age, and level of education of respondents, as well as the presence and effectiveness of risk committees in small and medium-sized enterprises (SMEs) in Ghana. Additionally, they took into account the years of experience respondents have with their respective businesses. In terms of gender distribution among the participants, the findings indicate that of 300 respondents, 204 (68.0%) were men, while 96 (32.0%) were women. This substantial discrepancy suggests a predominance of male workers in the selected SMEs. It raises important questions about the underlying factors that contribute to this imbalance. Additionally, it is worth considering whether the sampling method inadvertently favored male respondents over female respondents. An interesting point raised concerns working hours and maternity leave. The observation that men can have more continuous work hours because they do not take maternity leave highlights an aspect of the workplace dynamics that could influence organizational performance and employee participation differently between genders.Bottom of Form
Table 1:
	Table 1: What is your Gender?

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Male
	204
	68.0
	68.0
	68.0

	
	Female
	96
	32.0
	32.0
	100.0

	
	Total
	300
	100.0
	100.0
	


Source: Field Data, 2025

4.2 What is your educational Qualification? 
When examining the educational background of the respondents, it is noteworthy that a significant majority, 228 participants, obtained at least one title. This represents approximately 75% of the total respondents, indicating a solid higher education base among those involved in the study. In addition, the 62 additional participants were teachers in various disciplines, highlighting not only a commitment to advanced learning but also a diversity of experience that could enrich the findings of the research. In addition, it is essential to recognize the smallest but important segments within this demographic group: nine respondents held higher national diplomas or diplomas (HND). In contrast, one respondent owned a professional certificate. These figures suggest that, although most participants are highly educated, there is still a spectrum of qualifications that can offer varied perspectives on the research questions raised. The implications of this educational composition are significant in interpreting the reliability and validity of the answers gathered. The high level of education among respondents suggests that they possess the analytical skills and contextual understanding necessary to get significantly involved with complex research issues. Therefore, we can infer that your contributions are likely to be reflexive and informed. 
	Table 2: 
What is your educational qualification?

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Diploma / HND
	9
	3.0
	3.0
	3.0

	
	Degree
	228
	76.0
	76.0
	79.0

	
	Masters
	62
	20.7
	20.7
	99.7

	
	Professional
	1
	0.3
	0.3
	100.0

	
	Total
	300
	100.0
	100.0
	


Source: Field Data, 2025

4.3 Nature and Magnitude of Financial Risks Faced by SMEs
The study aimed to identify and classify the various risks faced by small and medium-sized enterprises (SMEs) in Ghana, a crucial effort given the important role played by SMEs in local economies. The findings reveal an interesting perspective on the health and safety risks, with an average score of 2.4967, indicating that most respondents do not perceive these risks as frequent in their operations. This conclusion contrasts strongly with the work of Frigo and Anderson (2009), who suggested that health and security should be primary concerns for SMEs. This discrepancy raises important questions about awareness and understanding of health-related risks among business owners in Ghana. It may be beneficial to explore whether this lack of perceived risk comes from a genuine absence of problems or if it reflects a broader tendency to underestimate such threats due to limited knowledge or resources for risk management. 
In addition, the results regarding the financial risks associated with loan applications are equally intriguing. With an average score of 2,6933, respondents largely disagreed that requesting loans from financial institutions poses significant risks for their businesses. This suggests that there may be a disconnection between the perceived financial risk and the real experiences, possibly influenced by the availability of supporting services or favorable loan conditions within the local context. The findings diverge from those presented by Akinola (2014) and Biasi (2011), which may indicate changes in the economic environment or differences in the methodologies between studies. These ideas prompt further research on how SMEs assess risks in their operational activities. The results presented in the study highlight a significant concern regarding credit breaches between small and medium-sized enterprises (SMEs), as indicated by investigations by Deloitte (2015) and Head (2009).
The data suggest that a substantial number of SMEs face challenges in extending credit to their customers, which is reflected in the average score of 4.2665 and a standard deviation of 0.5928 reported in Table 5. This statistical evidence underlines the vulnerability of SME to the financial risks associated with customer credit breaches. The findings imply that SMEs face credit risk in their operations. Practical credit evaluation and risk management strategies are crucial for mitigating potential breaches. It would be beneficial to explore whether SMEs have access to adequate resources or tools that enable them to conduct thorough credit evaluations before extending credit to customers. Additionally, understanding how external factors, such as economic conditions or specific industry trends, affect these breaches can provide deeper insight into the challenges faced by SMEs.
The study's results highlight a critical issue regarding small and medium-sized enterprises (SMEs) and their exposure to financial risk. Many respondents perceive a direct correlation between the inability of SMEs to fulfill their financial obligations and the increased financial risks they face in their operations. This relationship raises important questions about the broader implications for the sustainability and growth of SMEs, particularly in regions such as Ghana. From a perspective, it is crucial to consider how these financial challenges can create a cyclic risk pattern. When SMEs struggle to fulfill their debt obligations, this not only increases their financial risk but can also decrease their access to future financing options. Lenders can view these companies as high-risk investments, which could lead to stricter loan criteria or higher interest rates. Consequently, this situation can exacerbate the existing challenges facing SMEs, ultimately hindering their growth and innovation potential. 
On the other hand, it is essential to acknowledge that although financial risk is a significant concern for SMEs, it is often intertwined with several external factors, including economic conditions, fluctuations in market demand, and regulatory environments. For example, during economic recessions or periods of uncertainty, SMEs can be more vulnerable due to reduced consumer spending or increased competition. Therefore, addressing these problems requires a multifaceted approach that goes beyond simply improving financial education among SME owners. In addition, the data presented, indicating an average score of 4,21567 with a standard deviation of 0.67847, suggests a consensus among the respondents with respect to the seriousness of these financial risks.
The findings presented in the study highlight some intriguing ideas regarding the perceptions of small and medium enterprises (SMEs) in Ghana with respect to the financial risks associated with their operations. In particular, most respondents expressed the belief that their SMEs would not ultimately recoup their investments, as indicated by an average score of 2.6067 and a standard deviation of 1.08438. This perspective suggests a certain level of optimism or confidence among SMEs regarding their financial viability, which contrasts with the notion that these companies are inherently losing money due to operational challenges. Interestingly, this opinion diverges from previous research conducted by Hallikas, Lintukangas, and Kahkonen (2020), which may indicate changes in the economic landscape or shifts in how SMEs manage their investments over time. It would be beneficial to explore the factors that contribute to this optimistic perspective, such as effective commercial strategies, access to better resources, and local support policies, and how these elements can be leveraged further to enhance the resilience of SMEs.
In addition, the study also found that respondents largely disagreed with the idea that unfavorable regulatory regulations regularly lead to financial losses for SMEs. With an average score of 2,683.33 and a standard deviation of 0.96583, it appears that many believe regulatory challenges are not as harmful as previously thought. These findings could prompt a more in-depth discussion about how SMEs can effectively navigate investment risks and regulatory landscapes. According to Akinola (2014) and Kiradoo (2019), their work could provide additional context about these problems and help identify common issues or discrepancies across different studies.

In his 2009 study, Head highlighted the significant impact that natural disasters have on small and medium-sized enterprises (SMEs), emphasizing the challenges that these companies face in replacing assets after such events. This statement is particularly relevant in the context of Ghana, where recent investigations indicate that most respondents agree with the head findings. The average score of 4.14, along with a standard deviation of 0.53668, suggests a strong consensus among SMEs regarding their difficulties in recovering from climate risk. The implications of this data are profound. First, it emphasizes the vulnerability of SME to external shocks, which can severely interrupt their operations and financial stability. Natural disasters, which extend from fires to severe storms, pose not only immediate physical threats but also long-term financial risks that can hinder growth and sustainability. Additionally, he raises critical questions about the resilience strategies employed by SMEs in Ghana. The study's outcomes confirmed the findings reported by Nguyen et al. (2020), Zhang and Li (2021), and Alavi et al. (2023).
Additionally, this discussion prompts us to consider broader systemic issues, including climate change and urban planning. As extreme climatic events become more frequent due to climate change, the need for robust disaster preparation plans becomes increasingly urgent for SMEs. Exploring innovative insurance solutions or community-based risk management strategies could provide ways to improve resilience among small businesses.
	Table 3: Descriptive Statistics on the Nature and Magnitude of Financial Risks faced by SMEs

	
	N
	Minimum
	Maximum
	Mean
	Std. Deviation

	We are exposed to exchange rate risk
	300
	1.00
	5.00
	2.4967
	1.00333

	We face risk when seeking a loan from financial institutions
	300
	1.00
	5.00
	2.6933
	1.02443

	We experience credit default on the part of the credit granted to clients
	300
	2.00
	5.00
	4.2667
	.59728

	Our inability to meet its financial obligations influences risk exposure
	300
	2.00
	5.00
	4.1567
	.67847

	We at times lose our investment
	300
	1.00
	4.00
	2.6067
	1.08438

	We often lose money due to unfavorable regulatory policies
	300
	1.00
	4.00
	2.6833
	.96583

	We are unable to replace our assets after natural disasters
	300
	2.00
	5.00
	4.1400
	.53668

	Valid N (listwise)
	300
	
	
	
	


Source: Field Data, 2025




4.4 Relationship between Risk Exposure and Financial Performance in Ghana SMEs
The study to which he referred provides intriguing information about the relationship between financial performance and risk exposure among SMEs in Ghana. The positive correlation found between the ability to save in emergencies and having a dedicated member responsible for approving cash advances is particularly notable. This aligns with Cohen's (1988) affirmation of a moderate association, suggesting that structured financial supervision can enhance an organization's financial resilience. Additionally, it is worth considering the implications of the negative correlation between emergency savings and updated cash projections, which is frequently observed. While one could intuitively expect that regular updates lead to better financial management, this finding raises questions about how SMEs prioritize their resources and strategies in liquidity management. This suggests that companies that focus primarily on the immediate cash flow prognosis may inadvertently neglect construction reserves for unforeseen circumstances.
The results of this study present compelling insights into the relationship between cash management practices and financial stability within the company. The positive correlation identified between the company's capacity to save in emergencies and its regular review of cash estimates is particularly notable. With a Pearson correlation coefficient of 0.114 and a p-value of 0.049, this suggests that maintaining updated cash projections has a significant contribution to financial preparation. This aligns with Cohen's (1988) interpretation, which suggests that statistical significance indicates a reliable relationship, emphasizing the importance of proactive financial planning. Finding is settled with Smith (2020), Johnson and Lee (2021), and Taylor (2022). 
In addition, the study highlights an even stronger connection between regular reviews of cash estimates and appropriate payments to creditors, as evidenced by a Pearson correlation of 0.413 and a p-value of 0.000. This substantial association underlines how systematic updates in cash flow forecasts can facilitate not only internal liquidity management but also improve external relations with creditors by ensuring that obligations are promptly fulfilled. The findings align well with Lunenburg's (2011) perspective on effective financial management practices.
The study results have an intriguing perspective on the interaction between time discrepancies and monetary fluctuations, particularly in relation to payment processes. The negative correlation, with a Pearson coefficient of -0.144 and a p-value of 0.013, indicates that although a statistically significant relationship exists, it is relatively weak. This raises important questions about the practical implications for financial management within organizations. An interpretation of these results could be that, although time discrepancies have an impact on cash flow, as evidenced by the timely payment of creditors, as indicated in Table 6, the influence may not be as pronounced as expected. The findings align with those of Chen and Patel (2023) and García et al. (2024). This suggests that companies are effectively managing their cash projections, despite external factors such as foreign exchange fluctuations. Periodic updates to cash projections can play a crucial role in mitigating the risks associated with financial uncertainty, aligning with the claims of Cohen (1988) and Lunenburg (2011) regarding the importance of timely financial management practices. In addition, it is worth considering how these findings are related to Muriithi's (2016) research on banking financial performance and risk exposure. Both studies emphasize the importance of companies adapting their strategies in response to fluctuating economic conditions.
The study presents convincing evidence of the relationship between monetary fluctuations and time discrepancies in the payments that companies receive, as indicated by a Pearson correlation of -0.144 and a p-value of 0.013. This negative correlation suggests that as monetary fluctuations increase, the short-term impact on payment time becomes less favorable for companies. These ideas are particularly relevant to our organization, which routinely updates its cash projections to guarantee financial stability. The importance of the P value being less than 0.05 indicates a statistically significant relationship, stating that the timely payment of creditors is crucial when they are due loans, a finding corroborated by Table 6 in the study. This aligns with the fundamental work of Cohen (1988), as referenced by Lunenburg (2011), establishing a weak yet substantial link between these variables. In addition, it is noteworthy to compare these findings with Obudho's (2014) investigation into exposure to financial risk within Kenya's insurance companies. Both studies highlight the importance of managing financial risks associated with monetary volatility and emphasize how these factors can influence business performance across different sectors.
The study's results on the negative correlation between monetary fluctuations and profitability and commercial operations are compelling. Specifically, Pearson's reported correlation of -0.183, together with a P value of 0.001, suggests a statistically significant relationship, although one that is classified as weak according to Cohen's criteria (1988), as cited by Lunenburg (2011). This suggests that although a link between monetary volatility and operational performance is observable, it may not be strong enough to warrant immediate concern without additional contextual analysis. The proactive approach of your company to regularly update cash projections is commendable and reflects the best financial management practices. When continuously evaluating the cash flow against fluctuating currency values, companies can better mitigate the risks associated with currency movements. This aligns well with the broader implications of the study findings, which emphasize the importance of solid financial strategies in navigating economic uncertainties. In addition, the parallel drawing with Obudho's (2014) research on insurance companies in Kenya provides further depth to this discussion. 
The study results have an intriguing perspective on the relationship between cash management and organizational commitment. The reported Pearson's correlation coefficient of -152, while indicating a positive link, suggests that there may be nuances in how we interpret these results. The P value of 0.008, which is below the conventional importance of 0.01 and 0.05, reinforces the reliability of this association. However, it is important to consider what "substantial but weak" means in practical terms for organizations. While the presence of an individual dedicated to responsible cash approvals is correlated with periodic updates to cash forecasts, one could question whether this relationship is causal or simply associative. 
Additionally, it would be beneficial to explore how this finding aligns with the existing literature on organizational behavior and financial management. For example, the Cohen framework (1988) provides a fundamental understanding that could help contextualize these results within broader trends in corporate governance and financial supervision. Similarly, Lunenburg's reference (2011) underlines the importance of systematic approaches in financial decision-making. In addition, examining the previous research of Amin et al. (2014) could provide insight into whether these patterns are consistent across different contexts or industries.
The study presents intriguing findings regarding the relationship between emergency funds, foreign exchange fluctuations, and commercial performance. In particular, the absence of a statistically significant correlation between the amount of money assigned for emergencies and the impact of monetary fluctuations on operations is shocking. With Pearson correlations of -0.025 and -0.097, together with P values ​​higher than the levels of significance of 0.01 and 0.05, ask questions about how companies could address financial planning in volatile economic environments. From a perspective, this could suggest that companies can benefit from reassessing their strategies related to cash reserves. If maintaining a substantial emergency fund does not mitigate the risks posed by currency volatility, organizations may consider exploring alternative risk management strategies or financial instruments to protect themselves against such fluctuations. On the other hand, it is essential to consider that although emergency funds may not be directly correlated with the short-term operational impacts of foreign exchange changes, they still play a fundamental role in maintaining health and general financial stability. The findings do not deny the importance of liquidity; Rather, they challenge companies to think critically about how these resources are implemented in times of economic uncertainty.
In addition, the study's conclusion regarding the appropriate payments and loan reimbursement for creditors further complicates our understanding of the cash flow dynamics in relation to monetary fluctuations. The correlations here (0.022 and -0.077) also indicate a significant lack of association, suggesting that external factors influencing payment times may require further investigation.
The study findings presented propose intriguing points regarding the relationship between monetary fluctuations and commercial performance. In particular, the lack of statistically significant correlations, as evidenced by high P values (0.913 and 0.457), suggests that currency volatility may not play a critical role in making operational decisions in the short term, as some might assume. This aligns with the claims of Cohen (1988), as Lunenburg (2011) notes, indicating that although changes in currency are often perceived as affecting profitability, empirical evidence may not support this notion. From a perspective, these results could reflect a broader trend in which companies have developed mechanisms to mitigate the risks associated with monetary fluctuations. Companies can utilize coverage strategies or diversify their markets to mitigate potential adverse effects on their financial performance.

	Table 4: Risk Financial 
Management Performance
	N
	Minimum
	Maximum
	Mean
	Std. Deviation

	The firm identifies both internal and external potential risks that it may face
	300
	3.00
	5.00
	4.0767
	.30182

	We evaluate the potential effect and likelihood of each identified risk
	300
	2.00
	5.00
	4.0733
	.51851

	We outsource risky activities to an experienced and risk-averse carrier
	300
	1.00
	5.00
	2.3767
	.89300

	We incorporate risk management practices into the company's daily operations and decision-making processes
	300
	2.00
	5.00
	3.8600
	.76311

	My firm effectively communicates the risk management plan to all employees
	300
	1.00
	5.00
	2.5400
	1.14868

	Ensure that the risk mitigation model allows for adaptability and quick responses to emerging risks and changing circumstances
	300
	1.00
	5.00
	2.3100
	1.12760

	We continuously monitor the effectiveness of risk mitigation and management strategies and update them as necessary
	300
	2.00
	5.00
	4.1667
	.52262

	We avoid any exposure to risk
	300
	2.00
	5.00
	3.9500
	.51807

	Valid N (listwise)
	300
	
	
	
	






Source: Field Data, 2025




	Table 6: Correlations on the relationship between Risk Exposure and Financial Performance in Ghana SMEs
 

	
	Our business maintains enough savings in case of an emergency
	Creditors are paid on time as the loans fall due
	Currency fluctuations have a short-term effect on the payments received due to timing differences
	Currency fluctuations affect business operations and performance
	There is day-to-day management and monitoring of cash in the business
	There is a person in the business dedicated to the approval of cash before payment is made
	Our business has a cash forecast that is revised regularly

	Our business maintains enough savings in case of an emergency
	Pearson Correlation
	1
	-.025
	-.094
	.315**
	-.097
	-.207**
	.114*

	
	Sig. (2-tailed)
	
	.665
	.105
	.000
	.093
	.000
	.049

	
	N
	298
	298
	298
	298
	298
	298
	298

	Creditors are paid on time as the loans fall due
	Pearson Correlation
	-.025
	1
	.022
	-.077
	-.083
	-.070
	.413**

	
	Sig. (2-tailed)
	.665
	
	.702
	.187
	.151
	.225
	.000

	
	N
	298
	298
	298
	298
	298
	298
	298

	Currency fluctuations have a short-term effect on the payments received due to timing differences
	Pearson Correlation
	-.094
	.022
	1
	-.006
	-.002
	-.061
	-.144*

	
	Sig. (2-tailed)
	.105
	.702
	
	.913
	.969
	.293
	.013

	
	N
	298
	298
	298
	298
	298
	298
	298

	Currency fluctuations affect business operations and performance
	Pearson Correlation
	.315**
	-.077
	-.006
	1
	-.031
	.043
	-.183**

	
	Sig. (2-tailed)
	.000
	.187
	.913
	
	.599
	.457
	.001

	
	N
	298
	298
	298
	298
	298
	298
	298

	There is day-to-day management and monitoring of cash in the business
	Pearson Correlation
	-.097
	-.083
	-.002
	-.031
	1
	-.001
	-.053

	
	Sig. (2-tailed)
	.093
	.151
	.969
	.599
	
	.989
	.361

	
	N
	298
	298
	298
	298
	298
	298
	298

	There is a person in the business dedicated to the approval of cash before payment is made
	Pearson Correlation
	-.207**
	-.070
	-.061
	.043
	-.001
	1
	-.152**

	
	Sig. (2-tailed)
	.000
	.225
	.293
	.457
	.989
	
	.008

	
	N
	298
	298
	298
	298
	298
	298
	298

	Our business has a cash forecast that is revised regularly
	Pearson Correlation
	.114*
	.413**
	-.144*
	-.183**
	-.053
	-.152**
	1

	
	Sig. (2-tailed)
	.049
	.000
	.013
	.001
	.361
	.008
	

	
	N
	298
	298
	298
	298
	298
	298
	298

	**. Correlation is significant at the 0.01 level (2-tailed).

	*. Correlation is significant at the 0.05 level (2-tailed).



4.5 Risk Management Strategies 
The evaluation of risk management techniques used by small and medium enterprises (SME) in Ghana presents a convincing examination of how proactive measures can improve financial performance. As highlighted in the study, understanding internal and external risks is crucial for these companies to thrive in a competitive landscape. Raghavan's statement (2018) that effective risk management implies recognizing possible risks aligns with field data findings, where SMEs demonstrated a remarkable ability to identify risks with an average score of 4,0767. This suggests that many companies are not only aware of their vulnerabilities but are also taking measures to mitigate them. Such consciousness is critical, since it allows SMEs to develop strategies that safeguard their operations against unforeseen challenges. However, it would be valuable to consider diversity within SMEs in Ghana. Different sectors can face unique risks. For example, manufacturing companies may prioritize minimizing supply chain interruptions, while service-oriented companies may focus on ensuring customer satisfaction and maintaining regulatory compliance. This variance could influence how risk management practices are adopted and implemented across different industries.
Small and medium enterprises (SME) improve their financial performance by systematically evaluating the probability and potential impact of identified risks, as evidenced by an average score of 4,0733 in recent studies. Contrary to existing literature, SMEs in Ghana do not predominantly hire for dangerous tasks with experienced risk operators, which suggests the need for greater research on local risk management practices. The study demonstrates that effective risk assessment strategies between SMEs can significantly mitigate financial uncertainties, thus promoting a more resistant business environment in Ghana. The results indicate that SMEs' reluctance to outsource risky operations undermines the effectiveness of risk management approaches proposed by previous researchers, highlighting a disconnection between theory and practice. Building on Kliestik et al. (2020), this research highlights the importance of risk assessment in improving financial results for SMEs, emphasizing the need to adopt effective risk management techniques.
The integration of risk management methods in daily operations is essential for SMEs in Ghana to mitigate risks effectively, as evidenced by its average implementation score of 3,8600. Inadequate communication of risk management plans within SMEs in Ghana, reflected in an average score of 2.5400, undermines employee awareness and general risk mitigation efforts. The results of Dorfman (2019) indicate that SMEs in Ghana have begun to integrate risk management into their decision-making processes, suggesting an increasing recognition of its importance for operational resilience. Effective SME risk management requires a strategic approach, as Frigo et al. (2009) argue that alignment with corporate models is crucial for the integral participation of employees in Ghana. The study reveals a significant gap in the communication of risk management strategies among SMEs in Ghana, indicating an urgent need for improved practices to enhance organizational preparedness.
The inability of SMEs in Ghana to adapt their risk mitigation strategies undermines their effectiveness, as evidenced by the participants' disagreement regarding their adaptability to new risks and changing conditions. Regular evaluation and updates of risk management techniques are crucial for SMEs in Ghana, as indicated by the positive comments from participants regarding the effectiveness of their current practices. The contrasting findings between Acharyya and Mutaga (2022) and Atkins and Bates (2019) highlight a significant gap in the adaptability of risk mitigation approaches between SMEs in Ghana. 
SMEs in Ghana demonstrate a proactive approach to risk management through regular evaluations, which is essential to maintain resilience against emerging threats in a dynamic business environment. The divergence in the perspectives on risk mitigation strategies between SMEs in Ghana suggests the need for more complete frameworks that facilitate adaptability and regular evaluation of risk management practices.
The results indicate that small and medium-sized companies in Ghana effectively improve their financial performance by minimizing risk exposure, a strategy backed by an average score of 3.9902 from respondents. In Ghana, the predominant strategy among small and medium enterprises to manage financial risk is avoidance, as evidenced by the significant average score of 3,9902 in the study findings. The preference for risk avoidance among SMEs in Ghana demonstrates a strategic approach to financial management, suggesting that such practices are critical for maintaining economic stability in the region. The study corroborates the previous research of Kliestik et al. (2020), revealing that Ghana SMEs prioritize the avoidance of risks to achieve better financial results, highlighting a common trend in commercial practices in the region. By focusing on avoiding risk exposure, small and medium-sized companies in Ghana probably improve their financial performance, as indicated by the average score of 3,9902 respondents in the analysis. 


5. CONCLUSIONS AND RECOMMENDATIONS
5.1 Conclusions
SMEs in Ghana face significant financial risks, primarily due to their clients' creditworthiness, which hinders their ability to fulfill essential financial obligations and threatens their operational sustainability. The inability of SMEs in Ghana to fulfill financial commitments can be attributed to the prevailing risk of non-compliance with client credit, which presents a critical barrier to their economic growth and stability. The results confirmed that SMEs in Ghana primarily manifest experience credit risk, financial risks, and climate risks.  Although health and safety hazards are often discussed, the primary financial risk for SMEs in Ghana stems from customer breaches, which significantly impact their ability to maintain operations and fulfill obligations.  The study reveals that the primary challenge for SMEs in Ghana is customer credit breaches, indicating that addressing this issue is crucial to enhancing their financial resilience and overall commercial success.
The study reveals that SMEs with adequate emergency savings are more likely to have a cash forecast that is regularly reviewed, indicating that a proactive approach to financial management enhances business stability. The research results indicate that, although the maintenance of emergency savings is positively correlated with the frequency of cash forecasts in SMEs, the lack of such savings has a negative impact on their financial planning practices.
Currency fluctuations negatively affect SME payment times, illustrating the importance of regular cash prognosis to mitigate the short-term financial impacts of these variations. The research reveals that SMEs prioritize emergency savings, as evidenced by their more frequent reviews of cash forecasts compared to those without adequate savings, which improves financial planning results.  The correlation between emergency savings and cash forecasts in SMEs highlights the crucial need for companies to adopt robust financial strategies to navigate potential economic uncertainties effectively.
The adoption of comprehensive risk management strategies by SMEs in Ghana significantly improves their financial performance, as it enables the identification and evaluation of potential risks that impact daily operations. Continuous monitoring of risk mitigation strategies is essential for SMEs in Ghana, as it enables timely adjustments that directly improve financial results and operational resilience. The failure of SMEs in Ghana to outsource risky activities to experienced risk bearers undermines their financial performance, since it exposes them to non-mitigated risks that could otherwise be handled effectively. The effective communication of risk management plans among employees in Ghana SMEs is crucial, as it fosters a culture of risk awareness that contributes to improved financial performance and informed decision-making. SMEs in Ghana that do not incorporate avoidance strategies into their risk management practices are missing critical opportunities to improve their financial performance, underscoring the need for a more proactive approach to risk assessment.

5.2 Policy Recommendations
According to the study's findings, the following recommendations are made for managing the policy. It is believed that implementing this management would promote growth and stability, and, most importantly, protect the investments and interests of the relevant parties.
To reduce credit breach rates, small and medium-sized companies in Ghana should implement thorough evaluations of clients before extending credit, as this will enhance financial stability and minimize risk exposure. Small and medium-sized businesses in Ghana should prioritize the development of financial conservation strategies to ensure they can fulfill their obligations, thereby promoting sustainability and long-term growth. Establishing comprehensive health and safety protocols is essential for small and medium-sized companies in Ghana to mitigate unforeseen risks, ultimately protecting their assets and guaranteeing operational continuity. By establishing a solid record of solvency, small and medium-sized companies can significantly enhance their chances of securing loans from financial institutions, thereby addressing the everyday challenges they face in accessing financing. Participating in less risky commercial activities is crucial for small and medium-sized enterprises in Ghana, as it reduces financial risks and promotes a safer operational environment for sustainable development.
Effective financial management policies in SMEs in Ghana are essential for promoting savings, as they provide a structured approach to budgeting and ensure that funds are allocated for genuine commercial needs. The implementation of rigorous payment processes in Ghanaian SMEs is crucial because it ensures effective financial management, aligning expenses with the tangible benefits the business receives. The establishment of comprehensive budget strategies in SMEs in Ghana is necessary to improve financial stability, since it allows companies to anticipate income and expenses while minimizing the risk of excessive spending. Continuous monitoring and evaluation of financial practices in SMEs in Ghana should be prioritized, as they play a crucial role in ensuring the fulfillment of budget plans and maintaining sufficient funds for operations. Management in SMEs in Ghana must develop strategies to mitigate the impact of monetary fluctuations on their finances, since such volatility can severely undermine budget efforts and general financial health.
Effective risk management strategies are crucial for small and medium-sized companies in Ghana to enhance financial performance, as they enable the identification and mitigation of potential internal and external risks. The incorporation of risk consciousness education into SME policies can significantly improve their financial results, as it ensures that all members are equipped to manage risks proactively. When high-risk activities are outsourced to experienced risk bearers, SMEs in Ghana can reduce possible financial losses, which strengthens their stability and general financial performance. Implementing a comprehensive risk management policy that emphasizes communication and education will lead to the adoption of best risk mitigation practices among SMEs, ultimately creating greater value for all interested parties. Ensuring companies are accredited is a pragmatic approach for SMEs in Ghana to manage risks effectively, as it minimizes the potential financial setbacks associated with unforeseen events.
It is recommended that owners and managers of SMEs should institute proper internal control systems and internal auditing within their firms. This initiative could minimize the rate at which borrowers default on repaying the money granted to them.  
It suggested that SME owners and managers should implement robust credit scoring models that can reduce the likelihood of defaults and losses. SMEs should consider diversifying their loan portfolio across different sectors (people who take salaries from that repayment can be deducted from that source) and build strong links with borrowers through consistent communication in order to foster transparency and identification of the financial difficulties of borrowers. 
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