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ABSTRACT

	[bookmark: _Hlk213240102]This study looked into how Enterprise Risk Management (ERM) practices are applied by Micro, Small, and Medium Enterprises (MSMEs) in Cateel, Davao Oriental, and how these practices relate to their business performance. Even though ERM is becoming more important today, many MSMEs especially in smaller towns still struggle with different types of risks. There is also limited local research that explains how ERM affects the performance of small businesses. To address this, the researchers gathered data from 94 MSME owners using a structured questionnaire and analyzed the results through mean, ANOVA, and Pearson correlation. The findings showed that ERM practices were generally high among the respondents, particularly in compliance and operational activities. Business performance was also rated high. Based on ANOVA results, there were no significant differences in both ERM practices and business performance when grouped according to business type or years in operation, which means the Impact of ERM among MSMEs is almost the same regardless of their size or age. Meanwhile, the correlation analysis revealed a moderate to strong relationship between ERM and business performance, suggesting that MSMEs with better ERM practices tend to perform better overall.In conclusion, the study highlights that ERM plays an important role in helping MSMEs become more stable and sustainable. Because of this, the researchers recommend that smaller and newer businesses be given more access to training and support programs that can help them strengthen their risk management practices
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1. INTRODUCTION

The assessment of business performance now receives strong attention in research and in business practice. Firms face complex financial conditions, so they need clear systems that help them identify, assess, and reduce risks. A structured risk approach improves performance because it supports clear decisions and reduces exposure to possible losses (Rumasukun and Noch 2024). Globalization, regulatory changes, competition, and rapid shifts in technology add pressure on firms and increase the Impact of risk they handle Altanashat et al. (2019). Evidence from Nigeria shows how weak risk systems, poor monitoring, and weak board oversight have led to financial distress in many firms (Dabari and Saidin 2015). In the Philippines, 99.59 percent of firms are MSMEs. Of these, 90.49 percent are micro, 8.69 percent are small, and 0.40 percent are medium (DTI 2022). MSMEs support the national economy by providing jobs and lowering poverty levels Anoos et al. (2020). These firms face an active and competitive environment that exposes them to risks that can harm their operations, image, and long-term stability. Because of this, national agencies highlight the need for Enterprise Risk Management to support sustainable growth Songling et al. (2018). Firms with strong ERM systems show better awareness of risks and maintain more stable operations (McShane 2018). Callahan and Soileau (2017) reported that firms with formal ERM practices perform better in both operations and finance. Firms with weak risk systems do not reach these improvements and need further development in their risk processes (Gatzert and Martin 2015). The maturity of ERM plays a key role in determining how it affects performance Beasley et al. (2015). Research shows several benefits of ERM. These include lower capital costs, reduced income swings, and higher firm value (Berry-Stölzle and Xu 2016). ERM also improves efficiency, compliance, and governance, which strengthens overall performance and supports stronger stakeholder trust (Lundqvist 2015). Understanding these effects helps firms use ERM more effectively (Nocco and Stulz 2022). Many firms still face issues when applying ERM. Some struggle to link ERM with daily operations or to maintain consistent use across departments Alam et al. (2024). Much of the existing research focuses on large firms, so less is known about ERM in MSMEs. MSMEs differ widely in size, resources, and business conditions, which influence how they apply ERM. Studying these differences helps build a clearer view of how ERM supports their financial performance. This study adds evidence on how ERM influences MSMEs. It highlights strong practices and common issues that owners face. The findings aim to support MSMEs in building better systems that protect their operations and improve performance. It also adds information to the academic field by presenting results from a sector that has limited published research.
2. material and methods 

2.1 Research Locale and Duration

The study was conducted at Cateel Davao Oriental, Philippines, during the first semester of Academic Year 2024–2025, with data collection carried out from September to November 2024
 
2.2 Research Design

This study utilized a quantitative correlational research design to collect data on how enterprise risk management affects business performance. The researchers chose this method because it focused on gathering and interpreting information about current conditions (Moser & Korstjens, 2017). By examining the influence of enterprise risk management on financial performance, the researcher could describe the situation as it existed. This approach helped us define variables clearly and allowed us to systematically collect a lot of data from a large group of respondents using questionnaires.

2.3 Research Respondents and Sampling Procedure

The respondents of this study were the owners of Micro, Small, and Medium Enterprises (MSMEs) in Cateel, Davao Oriental. To ensure a representative sample, the study employed random sampling, allowing each eligible MSME owner an equal chance of participation. The list of registered MSMEs was obtained from the Business Permits and Licensing Office (BPLO) of Cateel, ensuring that the selection process is based on official records. Using Slovin’s formula, the appropriate sample size was determined, resulting in 94 respondents. This formula is a widely used statistical method for estimating a sample from a given population while maintaining a reasonable margin of error. 

2.4 Research Instrument

The major tool for data collection was an adopted survey questionnaire. The survey questionnaire was anchored on the study of Saranza et al. (2024). The first section of the questionnaire pertained to the demographic characteristics of the participants, encompassing two (2) questions namely: The second section of the questionnaire pertained to enterprise risk management and comprised compliance practices with five questions, operational practices with five questions, financial practices with questions, reputational practices with five questions, and strategic practices with five questions, The last section of the questionnaire pertained to business performance and financial performance with five questions, customer satisfaction with five questions, and market share with five questions. To quantify the respondents' implementation of enterprise risk management (ERM), 5 5-point Likert scale was used to interpret their responses, which required respondents to indicate (on a scale of 1 – Strongly Disagree, 2 - Disagree, 3 - Neutral, 4 - Agree, 5 – Strongly Agree). In comparison, the final section consisted of a dependent variable, which required respondents to indicate the scale of (on a scale of 1 – Strongly Disagree, 2 - Disagree, 3 - Neutral, 4 - Agree, 5 – Strongly Agree).

2.5 Data Gathering Procedure

The researchers first sought ethical clearance from the Research Ethics Committee of Davao Oriental State University–Cateel Campus to conduct the study. After approval, informed consent forms were distributed to the respondents, ensuring they understood the purpose of the study, their rights, and the confidentiality of their responses. Questionnaires were then administered to the selected participants, who were assured of voluntary participation. Once accomplished, the questionnaires were retrieved, tallied, and submitted to a statistician for analysis and interpretation.

2.6 Data Analysis

The study used statistical tools such as frequency and percentage, mean, ANOVA, and Pearson-r correlation to analyze data on the relationship between Enterprise Risk Management (ERM) practices and the business performance of Micro, Small, and Medium Enterprises (MSMEs). Frequency and percentage determined the respondents’ profile. The mean measured the Impact of ERM implementation among MSMEs. ANOVA tested the significant difference between ERM and business performance, while Pearson-r correlation assessed the significant relationship between the two variables.

Ethical Considerations
The University Research Ethics Board (DORSU-UREB) assessed the research to ensure it complies with ethical standards and guidelines. The study was examined according to ten ethical dimensions, including social value, informed consent, respondents' vulnerability, risk-benefit analysis and safety, privacy and confidentiality, justice, transparency, researcher qualifications, facility adequacy, and community involvement.
Social Value: This study on Enterprise Risk Management (ERM) and its impact on the business performance of Micro, Small, and Medium Enterprises (MSMEs) in Cateel provided significant social value. By identifying how ERM practices influence financial performance, market share, and customer satisfaction, the findings helped local businesses improve their resilience and efficiency. Furthermore, the research can guide policymakers and financial institutions in formulating better risk management support programs for small enterprises, ultimately contributing to economic development.
Informed Consent. Respondents were fully informed about the purpose, scope, and objectives of the research before data collection. A consent form was provided to ensure that respondents understand their voluntary participation, the nature of the questions, and their right to withdraw at any time without consequences. No coercion was applied, and respondents were encouraged to ask questions regarding their involvement in the study. This ethical approach ensures transparency and respects the rights of the respondents throughout the research process. The survey questionnaire was distributed in person through face-to-face interactions with the selected MSME owners. Researchers visited their business establishments or designated locations to personally hand over the questionnaires and provide any necessary clarifications. This direct distribution method allows for real-time explanations, ensuring that respondents fully comprehend the questions. Additionally, researchers were available to assist respondents if they needed further guidance while answering the survey. This approach enhances response accuracy and data reliability while fostering trust between the researchers and the respondents.
Vulnerability of Research Respondents: Given the potential variations in financial literacy and experience with Enterprise Risk Management (ERM) among MSME owners, efforts were made to ensure the questionnaire is clear and easy to understand.
Special care was taken to ensure respondents fully grasp questions related to compliance, financial, operational, reputational, and strategic practices. Researchers offered clear explanations and, when necessary, assisted respondents in understanding key terms to avoid any confusion. The study also recognized the sensitivity of topics related to financial performance and business challenges, ensuring respondents feel no pressure to disclose information they are not comfortable sharing. To qualify as respondents, respondents must be legal owners of Micro, Small, and Medium Enterprises (MSMEs) in Cateel, Davao Oriental, and at least 18 years old. Minors were not included to ensure all respondents could legally provide informed consent. Respondents can benefit from the study by gaining insights into ERM practices, potentially helping them identify risks and refine their business strategies. The research findings may also support local business development and provide valuable data for policymakers and support organizations. Importantly, respondents have the right to withdraw from the study at any time without any repercussions. Their decision to withdraw was fully respected, and any data they provided was excluded from the final analysis if they chose to discontinue.
Risk-Benefit and Safety: The study posed minimal risk to respondents, as no sensitive personal or financial information was collected. Instead, responses focus on general business practices and perceptions of Enterprise Risk Management (ERM). The primary benefit is that respondents may gain insights into risk management with the best practices, which could help them enhance their decision-making and potentially improve their business performance. Additionally, the study’s findings may contribute to a broader understanding of risk management among MSMEs, which could support future business development efforts in the community. To ensure the safety and confidentiality of respondents, all research data were anonymized and presented in aggregate form,
preventing individual businesses from being identified. This approach maintains privacy while allowing meaningful analysis of overall trends. Furthermore, the purpose of this study is solely for academic purposes, with no commercial or external interests involved. This guarantees that the information gathered was used exclusively for educational research, ensuring ethical integrity and transparency throughout the study.
Privacy and Confidentiality: All responses were treated with strict confidentiality to protect the privacy of the respondents. No personal identifiers, such as business names or owner details, were recorded in the final report. Data was securely stored and was only accessible to the research team to prevent unauthorized access. Additionally, any published finding was presented in an aggregated format, ensuring that individual respondents could not be identified. This study adhered to the provisions of Republic Act No. 10173, also known as the Data Privacy Act of 2012, which mandates the responsible and secure processing of personal data. Respondent’s information was only used for academic purposes and was not shared with any third parties. Furthermore, respondents have the right to request the removal of their data at any stage of the research if they choose to withdraw from the study. By implementing these measures, the study upholds ethical standards in research and ensures the protection of respondents’ privacy.
Justice: The selection of respondents was conducted fairly, ensuring that businesses of different sizes (micro, small, and medium enterprises) and industries are proportionally represented. No group was unfairly excluded or overrepresented. The research aims to provide equitable insights into ERM practices across diverse MSME sectors, benefiting the broader business community in Cateel.
Qualification of Researchers: The research team consisted of undergraduate students in Business Administration, majoring in Financial Management, under the
supervision of an experienced adviser. The team underwent research methodology training and ethical research protocols to ensure the study was conducted professionally. When necessary, expert guidance was sought to enhance data analysis and interpretation.
Adequacy of Facilities: The research was conducted using well-prepared resources, including a structured questionnaire and statistical tools for data analysis. The study is supported by the Cateel Extension Campus of Davao Oriental State University, which provides access to academic databases and faculty mentorship. Data collection was conducted in safe and accessible locations to ensure participant comfort. Community Involvement: This study actively engages the MSME community by collecting firsthand insights from business owners and managers. Their participation ensures that the findings are grounded in real-world experiences, making the study more relevant and practical. Additionally, the research results were shared with local business groups and government agencies to support informed decision-making for MSME development.
Community Involvement: This study actively engages the MSME community by collecting firsthand insights from business owners and managers. Their participation ensures that the findings are grounded in real-world experiences, making the study more relevant and practical.

3. results and discussion

3.1 Profile of the Respondents  

Table 1. Profile of the Respondents


	Profile
	Category
	Frequency
	Percentage

	
Type of Business



Years of Business Operation
	Micro Business
	75
	79.79

	
	Small Business
	16
	17.02

	
	Medium Business
	3
	3.19

	
	Total
	94
	100.00

	
Years of Business Operation
	1 to 3 years
	30
	31.9

	
	4 to 6 years
	35
	37.2

	
	7 to 9 years
	21
	22.3

	
	10 years and above
	8
	8.5

	
	Total
	94
	100.0




The table reveals that a significant majority of the respondents (79.79%) operate micro businesses, while 17.02% are classified as small businesses, and only 3.19% represent medium enterprises. This distribution reflects the typical composition of the Philippine MSME sector, where microenterprises constitute the bulk of registered businesses, as also supported by DTI data. The dominance of micro enterprises in Cateel suggests that these businesses play a crucial role in the local economy, likely characterized by fewer employees, lower capital investment, and limited market reach.
The data shows that most respondents have been operating their businesses for 4 to 6 years (37.2%), followed by 1 to 3 years (31.9%), and 7 to 9 years (22.3%). Only 8.5% of the businesses have been in operation for 10 years or more. This indicates that the majority of businesses in Cateel are relatively young, with most having less than six years of operational experience. This finding may imply that while entrepreneurship is active in the area, many businesses are still in the early stages of development, which may affect their capacity to implement long-term ERM strategies or sustain long-term financial growth (Kania et al., 2021).

3.2 Degree of Observance of Enterprise Risk Management (ERM) Practices in Terms of Compliance Practices

Table 2. Degree of observance of ERM practices in terms of compliance practices.

	No.
	Statement
	Mean
	Std. Deviation
	Interpretation

	1
	Follow compliance-related policies and procedures that govern the job of
employees.
	4.69
	0.62
	Very High

	2
	Provide guidance to employees and others
in dealing with potential compliance issues.
	4.61
	0.63
	Very High

	3
	Maintain familiarity with business policies
and guidelines, including complete attendance.
	4.59
	0.59
	        Very High

	4
	Comply with business rules and
regulations.
	4.63
	0.66
	Very High

	5
	Ensure that policies meet customer
expectations.
	4.62
	0.59
	Very High

	Average
	4.63
	0.46
	Very High



[bookmark: _Hlk197598405]The findings indicated an overall mean score of 4.63 across five indicators, which implies that business owners and managers exhibit a strong commitment to compliance practices.
The highest-rated item, “Follow compliance-related policies and procedures that govern the job of employees,” achieved a mean score of 4.69 (SD = 0.62) which suggests a widespread and strong commitment to structured procedures and internal controls, aligning with the Organization for Economic Co-operation and Development (OECD) 2015 recommendation that effective compliance programs must be built on clear internal standards and accountability mechanisms.
The same with indicator “Provide guidance to employees and others in dealing with potential compliance issues” (mean = 4.61) indicates that leaders recognize the importance of fostering a culture of support and transparency. This practice is consistent with PwC’s Global Economic Crime Survey (2014), which found that organizations with comprehensive compliance training and support mechanisms experienced fewer incidents of economic crime.
Moreover, the item “Maintain familiarity with business policies and guidelines, including complete attendance” scored a mean of 4.59, which represents that respondents uphold internal policies and operational standards through which, according to McKinsey & Company (2015), continuous reinforcement of policy knowledge contributes to enhanced performance and accountability.
The indicator “Comply with business rules and regulations” (mean = 4.63) further supports the finding that regulatory adherence is deeply ingrained in business operations. Harvard Law School Forum on Corporate Governance (2016) emphasizes that well-developed compliance frameworks reduce risk and build stronger trust among stakeholders.
Lastly, the indicator “Ensure that policies meet customer expectations” received a mean of 4.62, which shows that compliance is not only viewed from a legal standpoint but also in terms of customer satisfaction and service quality. (Deloitte 2015) underscores the importance of aligning policies with market and consumer demands to drive long-term business growth.

Table 3. Degree of Observance of Enterprise Risk Management (ERM) Practices in Terms of Financial Practices


	No.
	Statement
	Mean
	Std. Deviation
	Interpretation

	1
	Ensure on-time payments and issue receipts to customers promptly.
	4.49
	0.68
	Very High

	2
	Address poor services that could reduce customer interest.
	4.55
	0.77
	Very High

	3
	Record daily total expenses and total sales accurately.
	4.47
	0.70
	Very High

	4
	Maintain an emergency fund for unexpected business expenses.
	4.46
	0.74
	Very High

	5
	Eliminate unnecessary expenses based on personal wants.
	4.46
	0.74
	Very High

	Average
	4.49
	0.50
	Very High



The results represent a strong positive attitude towards sound financial management among the respondents, as demonstrated by the overall average mean score of 4.49, which reflects a consistent implementation of practical financial practices, which is important for business sustainability. In addition, the highest-rated financial practice is “Separate business finances from personal expenses,” with a mean score of 4.55 (SD = 0.77), emphasizing financial discipline, which is essential for clear accounting of funds as a foundational step toward transparency and accurate financial reporting (Berger & Udell, 2016). Moreover, the item “Ensure on-time payments and issue receipts to customers promptly” (mean = 4.49) directs to good cash flow management and strong customer service practices because timely payments and proper documentation are critical to maintaining trust and smooth financial operations (Bragg, 2015).Accurate record-keeping was also highly valued, with “Record daily total expenses and total sales accurately” scoring a mean of 4.47, for which effective record maintenance is linked to better financial control and supports decision-making, as noted by Leach and Melicher (2016). Maintaining an emergency fund for unexpected business expenses received a mean of 4.46, reflecting an understanding of risk management and preparedness to handle financial uncertainties. Business experts advise the establishment of such reserves as a buffer against unforeseen disruptions (Gentry, 2017).
Finally, “Eliminate unnecessary expenses based on personal wants” also scored a mean of 4.46, showing awareness in cost control by avoiding spending unrelated to business needs. Controlling expenses is fundamental to profitability and operational efficiency (Gitman & Zutter, 2015).


Table 4. Degree of observance of ERM practices in operational practices

	No.
	Statement
	Mean
	Std. Deviation
	Interpretation

	1
	Ensure that employees are in full attendance to serve customers on time.
	4.65
	0.65
	Very High

	2
	Monitor and evaluate business needs on a daily basis.
	4.59
	0.63
	Very High

	3
	Oversee daily operations, including
checking product supply.
	4.64
	0.57
	Very High

	4
	Review budget expenditures and cash receipts to ensure profitability.
	4.56
	0.71
	Very High

	5
	Ensure that products and equipment are in good working condition.
	4.70
	0.62
	Very High

	Average
	4.62
	0.50
	Very High



[bookmark: _Hlk213670735][bookmark: _Hlk213670836]The results presented in Table 4 reveals a high level of operational efficiency among the surveyed businesses, with an overall average mean score of 4.62. This indicates that businesses are effectively managing daily operations, which is essential for meeting customer satisfaction and maintaining profitability. The highest-rated indicator was “Ensure that products and equipment are in good working condition,” which received a mean score of 4.70 (SD = 0.62). This reflects the respondents’ recognition of the importance of maintenance in sustaining productivity and customer satisfaction (Slack et al., 2016). Additionally, the statement “Ensure that employees are in full attendance to serve customers on time” received a mean of 4.65, highlighting the value placed on workforce reliability. Workforce presence and discipline are strongly linked to operational performance (Stevenson, 2020). Likewise, the item “Oversee daily operations, including checking product supply” scored 4.62, suggesting that businesses consistently manage inventory and supply levels. Efficient inventory control prevents shortages and surpluses, both of which can negatively affect profitability (Heizer et al., 2017). While the indicator “Monitor and evaluate business needs on a daily basis” (mean = 4.59) demonstrates that businesses are attentive to operational demands and responsive to daily changes. Proactive monitoring allows for timely adjustments to optimize workflow and customer service (Meredith & Shafer, 2019). Likewise, “Review budget expenditures and cash receipts to ensure profitability” had a mean of 4.56, exhibiting that financial oversight is rooted in daily operations which supports the idea that daily reconciliation and review of financial data to support informed decision-making is one of the best practices in operational finance management (Horngren et al., 2015).

Table 5. Degree of observance of ERM practices in terms of reputational practices.

	No.
	Statement
	Mean
	Std. Deviation
	Interpretation

	1
	Ensure that the environment and
equipment are kept clean.
	4.55
	0.60
	Very High

	2
	Address poor services that could reduce customer interest.
	4.38
	0.70
	Very High

	3
	Manage product quality to avoid negative customer perceptions.
	4.57
	0.70
	Very High

	4
	Handle employee personal issues that
might affect business operations.
	4.51
	0.80
	Very High

	5
	Create response plans to restore a good business image when issues
	4.53
	0.56
	Very High

	Average
	4.51
	0.43
	Very High



The overall mean score of 4.51, interpreted as “Strongly Agree,” indicates a strong awareness of maintaining a positive business image, which is essential for customer loyalty and long-term success.
Furthermore, the highest-rated statement was “Manage product quality to avoid negative customer perceptions” with a mean of 4.57 (SD = 0.56) suggests that ensuring consistent product quality is vital to the respondents' business strategy as emphasized by Kotler and Keller (2016), who highlight quality as a primary driver of brand equity.
However, the item, “Ensure that the environment and equipment are kept clean,” received a mean of 4.55, pointing to strong operational hygiene practices. Cleanliness and physical environment directly influence customer impressions and perceptions of professionalism (Zeithaml et al., 2018).
The item “Create response plans to restore a good business image when issues arise” also received a high mean score of 4.53, demonstrating that businesses are prepared to address reputational threats as Bokhari and Manzoor (2022) posed that a way to reputation management is effective crisis management and recovery planning.
“Handle employee personal issues that might affect business operations” scored 4.51, indicating that owners and managers recognize the impact of internal employee issues on service quality and business image. These findings are in line with those of Robbins and Judge (2019), who argue that employee well-being is closely linked to customer experience and organizational effectiveness.
Moreover, another item was “Address poor services that could reduce customer interest,” with a mean of 4.38, which reflects a strong agreement on the importance of addressing service gaps wherein a timely intervention corrects poor service, helps prevent customer churn and negative word-of-mouth (Inyo & Githii, 2022).

Table 6. Degree of observance of ERM practices in terms of strategic practices.

	No.
	Statement
	Mean
	Std. Deviation
	Interpretation

	1
	Prepare response plans if customer demand changes.
	4.36
	0.69
	Very High

	2
	Develop strategies targeting specific
customers and markets.
	4.35
	0.54
	Very High

	3
	Invest in new, innovative equipment that
benefits the business.      
	4.28
	0.69
	Very High

	4
	Analyze competitors to identify areas for
improvement.
	4.38
	0.66
	Very High

	5
	Collaborate with the team to strategically
achieve business goals.
	4.49
	0.65
	Very High

	Average
	4.37
	0.45
	Very High



The results convey a significant emphasis on the importance of strategic business practices, with an overall average mean score of 4.37, which suggests an active engagement in forward-thinking activities such as planning, innovation, and competitive analysis to enhance long-term sustainability. The highest-rated item was “Collaborate with the team to strategically achieve business goals,” which received a mean score of 4.49 (SD = 0.65), underscoring the role of teamwork and internal alignment in strategy execution. Wherein an effective group effort fosters innovation, better decision making, and speeds up business development (Grant, 2016). While the statement “Analyze competitors to identify areas for improvement” received a mean of 4.38, reflecting the businesses’ efforts to remain competitive through market awareness. Competitive analysis is a vital component of strategic planning as it enables firms to identify gaps, benchmark performance, and adapt strategies (Lartey et al., 2020) “Prepare response plans if customer demand changes” also scored highly with a mean of 4.36, demonstrating market dynamics. An ability to anticipate and plan for changes in consumer demand is important for adaptability and resilience (Johnson et al., 2017). Similarly, “Develop strategies targeting specific customers and markets” (mean = 4.35) highlights the importance of customer segmentation and targeted marketing. According to Kotler & Keller (2016), customizing strategies for distinct market segments can result in more effective marketing and improved customer satisfaction.
The last item was “Invest in new, innovative equipment that benefits the business,” with a mean of 4.28, indicating a slightly lower focus on technological innovation, but it still reflects the importance of upgrading equipment to improve productivity and competitiveness. Strategic investment in innovation is a long-term value driver for small businesses (Barney & Hesterly, 2019).

Table 7. Summary of the Degree of observance of ERM practices.

	No.
	Statement
	Mean
	Std. Deviation
	Interpretation

	1
	Compliance Practices
	4.63
	0.46
	Very High

	2
	Operational Practices
	4.62
	0.50
	Very High

	3
	Financial Practices
	4.49
	0.50
	Very High

	4
	Reputational Practices
	4.51
	0.43
	Very High

	5
	Strategic Practices
	4.37
	0.45
	Very High

	Average
	4.52
	0.35
	Very High



The summary table indicates that compliance practices have a standard deviation of 0.46 with a corresponding mean of 4.63. Operational practices follow closely with a standard deviation of 0.50 and a mean of 4.62. Meanwhile, financial practices present a standard deviation of 0.50 and a mean of 4.49, suggesting that respondents consistently practice sound financial risk management. Reputational practices show the lowest variability at 0.43 with a mean of 4.51, reflecting strong agreement on efforts to preserve business image and trust. Lastly, strategic practices display a standard deviation of 0.45 and a mean of 4.37, which is slightly lower than the others. Overall, the Enterprise Risk Management has a computed average mean of 4.52 with a standard deviation of 0.35, indicating that businesses in Cateel, Davao Oriental, demonstrate a consistently strong application of risk management across all dimensions. Fraser and Simkins (2016) emphasize that effective ERM practices including compliance, financial controls, and strategic risk management are critical in enhancing organizational resilience and long-term sustainability. Similarly, Beasley, Branson, and Hancock (2015) highlight the importance of integrating reputational risk management to protect business value and stakeholder trust. Furthermore, Chi and Sun (2015) underscore the role of operational risk practices in maintaining business continuity and competitive advantage.
Bottom of Form
3.3 Level of Business Performance in Terms of Financial Performance


Table 8 : Level of business performance in terms of financial performance.

	No.
	Statement
	Mean
	Std. Deviation
	Interpretation

	1
	Maintain a stable financial status for the business.
	4.30
	0.73
	Very High

	2
	Use business income solely for business matters.
	4.37
	0.69
	Very High

	3
	Invest money in legal financial institutions.
	4.49
	0.68
	Very High

	4
	Pay bills on time to avoid conflicts
	4.68
	0.47
	Very High

	5
	Allocate extra funds for unexpected business-related situations.
	4.56
	0.71
	Very High

	Average
	4.50
	0.48
	Very High



The findings demonstrated strong financial management based on their responses, as reflected by the overall mean of 4.50 and standard deviation of 0.48. Paying bills on time scored the highest (M = 4.68, SD = 0.47), which shows that local entrepreneurs prioritize meeting financial obligations promptly. Similar to the findings of Laitinen (2019), who stressed that paying bills on time enhances business credibility, reduces financial risk, and improves cash flow management.
The indicator "investing in legal financial institutions" received a mean of 4.49, showing that most business owners prefer to engage with formal financial systems (Kundy & Shah, 2025)
Maintaining a stable financial status (M = 4.38) and using income solely for business matters (M = 4.37) also reflects financial discipline. As Scarborough (2016) noted, small business sustainability heavily depends on effective financial practices, especially the ability to separate personal and business finances.
The item on allocating extra funds for unexpected business-related situations (M

= 4.56) highlights an awareness of risk management among business owners. This supports Wichaidit (2024), who argued that having emergency reserves reduces vulnerability to economic shocks and enables operational continuity.


Table 9. Level of business performance in terms of customer satisfaction.

	No.
	Statement
	Mean
	Std. Deviation
	Interpretation

	1
	Customers have no complaints about the service or products.
	4.34
	0.82
	Very High

	2
	The quality of products or services satisfies clients
	4.55
	0.58
	Very High

	3
	The business environment is welcoming and comfortable for customers.
	4.51
	0.56
	Very High

	4
	Provide fast and friendly service that exceeds
	4.47
	0.65
	Very High

	5
	Customer expectations.
	4.47
	0.50
	Very High

	6
	Customers are delighted when new offerings are introduced.
	4.47
	0.70
	Very High

	
	
	
	
	Very High

	Average
	4.47
	0.50
	Very High



The findings reported a high level of customer satisfaction, with an overall mean of 4.47 and a standard deviation of 0.50, which suggests that the business owners in Cateel, Davao Oriental, maintain a customer-centric approach crucial for business sustainability and growth. Among the individual indicators, the highest-rated item was “the quality of products or services satisfies clients” (M = 4.55, SD = 0.58), denoting the importance of consistent quality in maintaining customer loyalty (Kotler & Keller, 2016).
Moreover, business owners also strongly agreed that their environments are welcoming and comfortable (M = 4.51), and that they provide fast and friendly service (M
= 4.50). This aligns with the findings of Parasuraman, Zeithaml, and Berry (1988), who identified responsiveness and assurance as key dimensions of service quality that shape customer satisfaction in both service and product-based industries.
Another item, customer delight upon the introduction of new offerings (M = 4.47), reflects adaptability to market trends and customer preferences. According to Anderson, Fornell, and Lehmann (1994), delighting customers beyond meeting basic expectations can foster customer loyalty, drive positive word-of-mouth, and distinguish a business from competitors.
Lastly, the indicator “customers have no complaints about the service or products” (M = 4.34). suggests that while satisfaction is high, there may still be minor areas for improvement, as Zeithaml, Bitner, and Gremler (2018) noted that even occasional negative experiences can influence customer perceptions, underscoring the importance of continuous service evaluation and improvement.






Table 10. Level of business performance in terms of customer market share.

	No.
	Statement
	Mean
	Std. Deviation
	Interpretation

	1
	The number of customers spending at the business is increasing.
	4.48
	0.65
	Very High

	2
	Improve products and services to attract new customers, leading to higher income.
	4.57
	0.60
	Very High

	3
	Stay ahead of competitors by adopting
innovations and new trends.
	4.46
	0.68
	Very High

	4
	Surpass competitors in market share and strategy.
	4.48
	0.70
	Very High

	5
	Use customer feedback to create new ideas that can increase market share.
	4.50
	0.74
	Very High

	Average
	4.50
	0.50
	Very High



Results showed a strong level of agreement regarding their business performance in terms of market share, with an overall mean of 4.50 and a standard deviation of 0.50, implying a proactive strategy to maintain and expand market share. The highest mean was recorded for improving products and services to attract new customers, garnering a mean score of 4.57 (SD = 0.60), which highlights how innovation and product development contribute to business growth and customer acquisition (Zeng, 2018). While for the item the number of customers spending at their business is increasing (M = 4.48, SD = 0.65), and surpass competitors in market share and strategy (M = 4.48, SD = 0.70) reflect a perception of increasing competitive advantage aligned with the views of Grant (2016), who emphasized that sustained market leadership depends on the ability to exploit competitive strengths and strategically differentiate from rivals. Staying ahead of competitors through innovation and the adoption of new trends was also rated positively (M = 4.46, SD = 0.68). This aligns with the findings of Nambisan et al. (2019), who emphasized that innovation responsiveness is critical for businesses operating in dynamic environments, as it significantly enhances their ability to sustain or expand market share. Finally, the use of customer feedback to develop new ideas (M = 4.50, SD = 0.74) highlights the importance placed on consumer input in shaping business strategies. Verhoef et al. (2021) noted that customer-centric innovation, especially when based on continuous feedback loops, improves a firm’s competitive agility and performance in rapidly changing markets.


Table 11. Summary on the Impact of business performance in terms of customer market share.

	No.
	Statement
	Mean
	Std. Deviation
	Interpretation

	1
	Financial Performance 
	4.50
	0.48
	Very High

	2
	Customer Satisfaction 
	4.47
	0.50
	Very High

	3
	Market Share 

	4.50
	0.50
	Very High

	Average
	4.49
	0.42
	Very High



The summary table reveals a consistently strong agreement across all measured factors, with an overall mean of 4.49 (SD = 0.42), which suggests that their businesses were performing well in terms of financial performance, customer satisfaction, and market share.
Financial performance had the highest level of perceived effectiveness, with a mean of 4.50 (SD = 0.48), indicating that business owners are confident in their ability to manage financial resources, maintain stability, and meet financial obligations. According to Brigham and Houston (2019), financial health is essential to operational continuity and investment opportunities. In terms of market share, it gained (M = 4.50, SD = 0.50), reflecting confidence to attract customers, innovate, and stay competitive in local markets. Kotler and Keller (2016) assert that an increasing market share signifies effective marketing strategies, competitive advantage, and customer loyalty. Customer satisfaction has achieved a mean of 4.47 (SD = 0.50), showing service quality, customer needs, and maintaining a positive business environment that aligns with the findings of Zeithaml, Bitner, and Gremler (2018). Thus, all of the findings support the framework proposed by Kapla Suwarni et al. (2024) in the Balanced Scorecard model, which posits that financial performance, customer satisfaction, and internal processes are interdependent components of strategic business success

3.4 Significant Difference in ERM Practices by Business Type

Table 12. Significant difference in the observance of ERM practices by Business Type and years of operation.
 
	


	Enterprise Risk Management

	
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	Business Type 
	Between Groups
	0.027
	2
	0.014
	0.110
	0.896

	
	Within Groups
	11.236
	91
	0.1
	
	

	
	Total
	11.263
	93
	
	
	

	Years of Operation.
	Between Groups
	.508
	3
	.169
	1.416
	.243

	
	Within Groups
	10.755
	90
	.120
	
	

	
	Total
	11.263
	93
	
	
	



The results of the ANOVA indicated that there was no significant difference in the Impact of satisfaction among respondents from different programs regarding the academic and non-academic services of the university. For the Academic category, the F-value is 1.033 with a p-value of 0.378, which is above the typical significance threshold of 0.05. This means that the satisfaction levels related to academic services did not vary significantly between the different programs. Similarly, for the Non-Academic category, the F-value is 1.375 with a p-value of 0.250, which also exceeds the 0.05 threshold, indicating that there were no significant differences in satisfaction with non-academic services across the different programs.
Furthermore, for the Overall Satisfaction category, the F-value is 1.159, and the p-value is 0.326, which again is greater than 0.05, suggesting that overall satisfaction with both academic and non-academic services does not significantly differ between the various programs. In conclusion, the data suggested that the Impact of satisfaction with both academic and non-academic services is fairly consistent across the different programs, meaning that respondents from different programs do not experience significantly different levels of satisfaction with the university's services.

Table 13. Significant Difference in the Observance of Business Performance Business Type and Years of Operation.


Business Performance
	
	Sum of Squares
	Df
	Mean Square
	F
	Sig.

	Business Type
	Between Groups
	0.015
	2
	0.008
	0.043
	0.958

	
	Within Groups
	16.266
	91
	0.179
	
	

	
	Total
	16.282
	93
	
	
	

	Years of Operation.
	Between Groups
	.628
	3
	.209
	1.203
	.313

	
	Within Groups
	15.654
	90
	.174
	
	

	
	Total
	16.282
	93
	
	
	



The findings display no significant difference in business performance when respondents are categorized in terms of their year in operation. The analysis of the results revealed an F-value of 1.203 and a p-value of 0.313. These figures indicate that there is no statistically significant difference in business performance based on the length of time a business has been operating. In other words, how long a business has existed does not automatically result in better outcomes. This challenges the assumption that experience alone guarantees superior performance. Business longevity, while valuable, may not be the most critical factor in achieving success. Instead, performance is shaped more by internal capabilities and strategic decisions. (Li 2025) argues that innovation, market adaptability, and effective management are more influential in determining business success than age alone. Businesses that consistently adapt to market demands tend to perform better, regardless of their age. This emphasizes the importance of strategic thinking and responsiveness to change. Companies that rely solely on experience may fall behind if they lack these qualities. Further research supports this perspective by showing that newer businesses can match or even exceed the performance of older ones. When managed well, start-ups and young enterprises are capable of thriving in competitive environments. Their success often depends on how effectively they manage resources and respond to challenges. This underlines the idea that management quality plays a crucial role in shaping business outcomes.

[bookmark: _GoBack][bookmark: _Hlk197598751]Table 14. Correlation between the Impact of ERM Observance and Business Performance

 
	[bookmark: _Hlk213682321]Factors
	Financial Performance
	Customer Satisfaction
	Market Share
	Overall
Business Performance

	

Compliance Practices
	Pearson
Correlation
	0.485
	0.385
	0.464
	0.523

	
	Sig. (2-tailed)
	0.000
	0.000
	0.000
	0.000

	
	
Interpretation
	Moderate and significant
	Weak	but significant
	Moderate and significant
	Moderate and significant

	

Operational Practices
	Pearson Correlation
	0.580
	0.510
	0.495
	0.621

	
	Sig. (2-tailed)
	0.000
	0.000
	0.000
	0.000

	
	Interpretation
	Moderate and
significant
	Moderate and
significant
	Moderate and
significant
	Moderate and significant

	

Financial Practices
	Pearson Correlation
	0.642
	0.460
	0.526
	0.637

	
	Sig. (2-tailed)
	0.000
	0.000
	0.000
	0.000

	
	Interpretation
	Moderate and
significant
	Moderate and
significant
	Moderate and
significant
	Moderate and significant

	

Reputational Practices
	Pearson Correlation
	0.418
	0.458
	0.458
	0.524

	
	Sig. (2-tailed)
	0.000
	0.000
	0.000
	0.000

	
	Interpretation
	Moderate and
significant
	Moderate and
significant
	Moderate and
significant
	Moderate and significant

	

Strategic Practices
	Pearson
Correlation
	0.418
	0.317
	0.404
	0.447

	
	Sig. (2-tailed)
	0.000
	0.002
	0.000
	0.000

	
	Interpretation
	Moderate
and significant
	Weak	but significant
	Moderate
and significant
	Moderate and significant

	
Overall Enterprise Risk Management
	Pearson
Correlation
	0.690
	0.576
	0.633
	0.745

	
	Sig. (2-tailed)
	0.000
	0.000
	0.000
	0.000

	
	Interpretation
	Moderate and
significant
	Moderate and
significant
	Moderate and
significant
	Strong	and significant



[bookmark: _Hlk213682902]The data indicate that all five components of Enterprise Risk Management (ERM) compliance, operational, financial, reputational, and strategic practices have significant positive correlations with key indicators of business performance: financial performance, customer satisfaction, and market share. Notably, the overall Enterprise Risk Management (ERM) score has a strong and significant correlation (r = 0.745, p < 0.001) with overall business performance. This suggests that businesses with more comprehensive risk management practices tend to perform better. The findings of this study indicate that Enterprise Risk Management (ERM) practices covering compliance, financial, operational, reputational, and strategic dimensions are strongly linked to improved business performance across financial outcomes, customer satisfaction, and market share. This supports the argument that ERM contributes significantly to value creation and organizational efficiency, especially in uncertain business environments. Furthermore, the study has significant implications for business institutions, especially those in business administration, entrepreneurship, economics, and public administration. This highlights the importance of integrating ERM frameworks into everyday business operations. This also suggests that even micro businesses with limited resources can achieve strong performance if guided by well-structured ERM practices.



4. Conclusion

This study concludes that MSMEs in Cateel, Davao Oriental, generally demonstrate a high level of Enterprise Risk Management (ERM) implementation. The strong adherence across all five ERM dimensions compliance, operational, financial, reputational, and strategic indicates that local businesses are aware of and actively managing risks. Such practices contribute positively to maintaining business stability and performance.
Despite differences in business type and years of operation, there were no significant variances in ERM practices or business performance, suggesting that Enterprise Risk Management (ERM) is consistently applied across various business profiles. This consistency reflects a shared understanding of the importance of risk management, regardless of the scale or maturity of the enterprise. The findings affirm that proactive Enterprise Risk Management (ERM) strategies are embedded within the local MSME sector.
between Enterprise Risk Management (ERM) and business performance, with overall ERM strongly correlating with overall business success. This highlights the importance of integrated risk management in achieving financial growth, customer satisfaction, and competitive advantage. These insights emphasize the value of further promoting and supporting ERM practices to strengthen the MSME sector in Cateel.
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