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ABSTRACT

The main objective of this study is to investigate how SMEs manage freight transport risk. This study
builds on the argument from the contingent resources-based view that, for sustainable competitive
advantage, SMEs need to develop capabilities to manage road freight transport risk. These
capabilities, consistent with the contingent resource-based view, are approaches in managing road
freight transport risk which needs to be lots of unique skills, knowledge and other resources that are
commensurate to both the size and the supply chain environment of the SME. To achieve the
objective of this study, it is deemed necessary to carry out this research through the lens of SMEs. In
doing so, this study adopts a qualitative approach to gain a deeper understanding of SMEs’ approach
to managing road freight transport risk. Data were collected through interviews from four case
companies that were selected using a convenient and purposive sampling strategy. Findings indicated
that the sampled SMEs have developed capabilities for managing road transport-related risk. While
some of the risk management strategies such as internal control, driver’s orientation and partnering
with police are common among sampled SMEs, collaboration with partners, specifically with those
along transport route, is unique to only one of the SMEs. This study contributes to both the literature
and practice of supply chain risk management as it relates to road transportation risk management by
being among the few studies that have investigated freight transport risk from an SME perspective.
Keywords: road transportation, risk management, SME, contingent resource-based view, supply
chain and logistics.

1 INTRODUCTION

Cargo theft, armed robbery, bridge collapse, road accidents are some of the risk both that
SMEs and large firms face as they transport their goods on most Nigerian roads. Though
there are no accurate data about the amount of transport-related losses in Nigeria, but
previously in the European Union, for instance, annual cargo related theft — which is one
aspect of transport-related risk — was estimated at EUR 8.2 billion [1]. As a result,
managing transport related risk is receiving continued attention from researcher, security
agencies, local businesses, and even multinational company who operate in developing
countries [1], [2].

SMEs are agreed to form a significant portion of the manufacturing sector of most
developing economies with presences presence both in urban and rural areas. Like large
firms, SMEs use the same transport network facility where they faced similar risks. SMEs
in Nigeria are defined as any enterprise that employs between 10 to 199 persons, with
assets not exceeding 500 million Naira (equivalent to 1.5 million Dollars). Past studies that
investigated risk management in large firms, acknowledged the resources available to them
[large firms] in managing road transport risks. SMEs, on the other hand, are small with
little resources. Though SMEs have been renowned for innovation and producing
customised products in niche markets [3], there is limited knowledge to how they manage
their transport related risk.

The main focus of this paper is to investigate how SMEs manage road transporting risk
that are likely to occur when they move their raw materials inbound and finished product
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outbound. Although this study was carried out on SMEs in Nigeria, it still reveals several
and unique risk management strategies adopted by SMEs which can be beneficial not only
to large and multinationals that have branches in Nigeria, but also SMEs and other firms
that are facing similar challenges in other countries. This is because based on their size,
SMEs are forced to implement effective risk management strategies that will give them
both competitive advantages and save them cost [3].

Past studies have investigated cargo theft risk and security [1], incidence of theft along
existing home delivery channels [2], success of collision avoidance in the area of passenger
transport [4]. Others that focused on road transportation risk management concentrated on
express logistics providers [5] and Hazardous materials transportation [6]. On the other
hand, most of the SME studies that looked in to risk management didn’t not examine road
transport risk management [3], [7]-[11]. Underlining the gap in the literature and potentials
to gain valuable insight, this study aims to investigate how SMEs manage road
transportation risk in their inbound and outbound transport operations.

The remainder of this paper is organised as follows. Section 2 is theoretical background;
Section 3 is the methodology; Section 4 is findings and Section 5 conclusion and
implications.

2 THEORETICAL BACKGROUND
2.1 Resource-based view

The resource-based view (RBV) is a renowned theory that has been used in many strategic
management researches [12]. RBV centres on the argument that a firm’s sustainable
competitive advantage arises from its resources that are rare, valuable, hard or impossible to
imitate or duplicate, and hard to substitute [13], [14]. Therefore, resources and/or
capabilities play a vital role in a firm’s development and survival [23]. While tangible
resources are common in all businesses, intangible resources such as knowledge, goodwill,
inter-personal relationships are also crucial in enhance firms’ competitive advantage [15],
[16]. According to Hitt [17], intangible resources are more likely to contribute to a firm’s
competitive advantage because their value cannot be easily substituted and they are more
difficult to imitate [12], [14]. In essence, the ability for an organisation to utilize its
resources, to perform sets of task to achieve a particular objectives, is a capability that
enhances the organisations competitive advantage [18].

2.2 Contingent RBV

Despite the prevalence of the RBV within the extant literature, it has been argued that the
theory suffers from “context insensitivity” [19]. This suggests that it is unable to identify
the conditions in which resources or capabilities may be most valuable [19]. A contingent
RBYV has been proffered by scholars as it helps to address the somewhat “static nature of
the RBV” [20]. Contingencies have been identified as important in the realization of
competitive advantage created by resources and capabilities, especially in relation to
selection and deployment [14]. Contingency factors such as national context and culture,
strategic context, firm size and other organizational variables have been considered within
the operations and supply chain management literature [21].
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2.3 Contingent RBV and SME Freight Transport risks Management — Nigerian Context

Given the type of environment which business operates in Nigeria — poor infrastructure and
security challenges, SMEs are forced to adapt their supply chains to the environment for
competitive advantages by utilizing both tangible and also intangible resources to create
capabilities that will enable achieve their goals [22]. Hence, firms have to create dynamic
capabilities that will enable them respond to environmental threats [14]. Those firms have
to develop idiosyncratic risk management capabilities that will enhance the competitive
position of their supply chain as they face various freight transportation risks. According to
Barney [23], such capabilities and knowledge [risk management capabilities and
knowledge] that are crucial in improving firms’ efficiency and effectiveness are valuable
resource. Further, when a firms is implementing a unique value-creating strategy that has
hitherto, not have been implement by current and potential competitors, the firms is said to
have competitive advantage [23]. Hence, this study uses the contingent resource-based view
as a theoretical lens to understanding how SMEs create capabilities that are applicable to
their environment and context, in managing road transport risk.

3 METHODOLOGY
In order to investigate how small and medium-sized enterprises (SMEs) in Nigeria are
developing capabilities to manage road transportation risks; a qualitative research strategy
was adopted. The research consists of four short explorative case studies carried out with
SMEs in Nigeria. The SMEs studied all have business activities that involved use of road
transport which they depend on, for inbound and outbound transport of raw materials and
finished goods.

All SMEs studied have reported several incidence of transport-related disruption which
necessitated the development and implementation of road transportation risk management
strategy. The study used the Small and Medium Enterprise Development Agency of Nigeria
(SMEDAN) categorization in determining the category of the sampled SMEs used in the
studied. Semi-structured interview technique was used to collect information. The interview
was conducted in January 2018. In selecting SMEs for the study, a convenient and
purposive sampling was utilized, based on the fact that only SMEs that have experienced
transport related disruption will provide an in-depth explanation of the strategy they used in
managing transport related risk [24]. Interviewees were managers responsible for
transportation or logistics in case SMEs. Prior to interview, all participants were informed
that their participation was voluntary and they are free to withdraw at any time. Participants
were then requested to read and sign a consent form which described the aim of the study.
Interviews were conducted at the business premises of case SMEs. All interviews were tape
recorded. Both the participants and their firms were assured of anonymity and
confidentiality. As a result, rather than use case company names, pseudo names of SME 1,
SME 2, SME 3 and SME 4 were used.

4 FINDINGS
As shown in Table 1, all sampled SMEs have had experiences of several road transport-
related disruptions which necessitated the development and use of risk management
strategy. For instance, in the year 2017, SME 2 documented 8 major road incidences which
caused disruption to transportation of their finished product. Like SME 4, SME 2 is in the
business of yoghurt which has short shelf life. As a result, constant refrigeration is needed.
This in effect means the organisation has serious concern for transport disruption,
especially when it relates to their finished product. On the other hand, products of SME 1
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and 3 can last for a longer time and as such, attracts a different type of concern about road
transport disruption. Also in Table 1, SME 1 and 2 outsourced all their transportation
activity to third-party logistics companies while SME 3 outsourced majority of its own
transportation retaining only 30%. On the other hand, SME 3 owned all of its transportation
fleet. Interestingly, all SMEs studied [both those that own their fleet of vehicle and those
that use third-party logistics] have a risk management strategy for managing transport
related risk. The strategies includes internal control measures, relational strategies, taking-
up insurance policy, driver’s orientation, partnering with transport police, collaborating
with partners and use of information and communication technology. These strategies are
discussed in more detail below.

4.1 Internal control measures

The findings of this study reveal how SMEs strengthen their internal control in order to
manage road freight risk. According to Christopher and Lee [25], most firms don’t have full
control over their supply chain operations once it’s out of their organisation. As a result,
SME:s in the sampled studies have developed and are implementing several internal control
measures to manage road freight transport risk. Though internal control is widely used in
accounting, from the supply chain risk management point of view, it entails all policies,
processes and tasks put in place to facilitate effective operation of the supply chain which
enables it to respond to risk. One of the main internal control measures adopted by SMEs is
monitoring trucks in-transit. Monitoring of in-transit trucks is carried out through constant
communication with drivers. Firstly, where transportation is outsourced, Case 1 adopts
several checks and incentives to reduce risks of driver’s theft of goods and increase drives
delivery time. If you are going to engage a transport company, the union must equally be a
party to the agreement ...request for evidences of registration either with insurance and all
the necessary authorities (SME 1).

For on-transit vehicles, the sampled SMEs investigated all adopted different
communication strategy. Since most of the sampled SMEs lack funds to invest in

Table 1: Case SMEs profile.

SME Number of Type of Age of Respondent Typesof  Number of

employees Business SME position transport incidence
fleet reported in
2017
SME 130-150 Soya Oil 12 Transport  Third party 6
1 Processing Manager
SME 240-280 Food and 15  Logisticand Own 30%, 8
2 Beverage Transport  Third party
(Yoghurt) Manger 70%
SME 50-60 Petroleum 25 Operations Own 5
3 product manager
transportation
and sales
SME 15-25 Food and 3 General Third party 3
4 Beverage Manager
(Yoghurt)

Source: Case SME company data.
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sophisticated communication equipment, constant communications between drivers and
managers are maintained in order to update firms on the status of the truck. As a result, one
of the sampled SME (SME 1) created a logistic department which have among its duties, is
monitoring in-transit truck. On the other hand, Case 4 saddles the responsibility of
monitoring in-transit truck to be carried out by the operations manager. “We do make sure
that we interact [communicate) with our drivers so as to know their location, know what is
going on with them” (SME 2).

Another internal control measures taken to manage road freight transport risk is
decentralization of communication. To this end, the SMEs adopt various pattern of
communication for in-transit vehicle. For instance, when more than one vehicle are on the
route, case 4 emphasize on in-transit vehicles to communicate to head office, which then
communicates to the other vehicles. So that is why it is very important [that] when you
release a vehicle you have to be calling [communicating with your drivers], you have to be
calling. Maybe if they are going to the same route, maybe they are three in number, the first
one that goes you have the contact, and the last one, so if something is going on the first
one that reach you will have information, immediately you get the information you
disseminate it to the others so that they will not fall victim (SME 2). On the other hand,
SME 3 prefers on-transit vehicles to communicate with the closest manager on the route,
who then communicates to head office. Drivers usually communicate with the managers
that are close-by (SME 3).

4.2 Driver’s orientation

Road freight risks are more likely to be managed when drivers have the right training and
orientation of actions to take during crisis. This is because the cultural theory of risk
explains that during crisis, an individual is likely to resort to their experiences in order to
manage the situation [26]. As a result, sampled SMEs developed guidelines of actions for
drivers to take during crisis. One of the strategies is “disguising vehicles”, especially when
the threat on the route includes kidnapping drivers for ransom. For such route, especially
where organisation owned vehicles are used, the vehicles are usually not branded. Further,
cash conveyed in the vehicle are hidden while identity of the salesperson in the vehicle is
hidden (SME 2).

On the other hand, where the threats are related to armed robbery, drivers are
“encouraged to park-and-wait” in a safe location. “So if there is any information as relate
to robbery on the road... they just have to park in town for safety of their lives and the
goods” SME 2). This strategy is frequently used by all the sampled SMEs. Unlike big firms
that can reroute or adopt a multi-modal transportation during crisis, the sampled SMEs are
constrained by resources and as such (SME 4).

4.3 Partnering with police

Partnering with police is a common practice during crisis and disaster [Dillon, 2014]. Firms
that are mindful for the need for safer and secure supply chain are more proactive in
establishing relationships with external parties that enhance security of their supply chain
[27]. Consequently, SMEs studied are found to be partnering with highway police and anti-
robbery squad; as a risk management strategy. For instance, Case Two makes the following
submission. “Police give us information on the situation of where our trucks are going”. In
this instance, the partnering relates to receiving information about the situation on the road.
This is possible as highway patrols are carried out by the police in roads that are prone to
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armed robbery and other crimes. Further, firms also report crime incidence to police about
“hot areas,”i.e. where armed robbery usually take place. As a result, police checkpoints are
established in such areas. When they [the police] heard about the robbery, they now station
security personnel there (SME 2).

4.4 Collaborating with partners

Since transportation falls within the sphere of supply chain activities, factoring it in the
broad strategic orientation of most firms/SME supply chain management philosophy which
is to a collaborative efforts towards aligning different supply chain stakeholders into a
unified whole [28]. In this regards freight transportation risk management is viewed as a
collaborative effort by all stakeholders to achieve surplus. Among the firms sampled, SME
2 is unique in adopting a collaborative strategy in managing freight transport risk. /n most
of the routes, we have our customers that are residing or living very close to that area they
will tell you to stay away from that area until it is safe (SME 2). In this instance, customers
are relied upon as a means of receive risk information about the condition of the road. If'
there is any problem, they will let us know, even before we load — that see there is this
issue, instead of coming to our place, you should just move to another local government
area where there is no challenges (SME 2).

Other strategy adopted is; empowering distributors to provide immediate assistance to
vehicles on transit. This was adopted by SME 2 due to the nature of their product. when you
have a distributor there [where an event occurs], anything that happens you call your
distributor, from there [then] you move to the area where the incident happened, then you
relate [get] the information then you see if the situation warrants the driver to be taken to
the hospital or something like that, you have to take him to the hospital, and if they are to
evacuate or there are some goods are still normal, you can use another vehicle to convey it
down to his place (SME 2). This strategy helps the firm especially when it will take a long
time for recovery vehicle or staff member to get to the crisis spot and when there is the
need to save or secure the goods that are still in good condition.

4.5 Discussion

As indicated in the previous sections, there are several ways of managing fright
transportation risk based on the risk environment and resources available to the firm. In
essence, our results shows SMEs develop capabilities of managing freight transport risk
using both internal and external resources. From the internal dimension, SMEs knowledge
of the road transportation risk associated with bringing in their raw materials and
transporting finished goods; have necessitated the development of internal control
mechanisms that will address the various risks. As a result, consistent with the RBV, firms
deploy both tangible and intangible resources to manage risks and also to gain competitive
advantage [29]. The internal control in this regard relates to the procedures and actions to
be taken to manage road freight risk. The control measures starts from pre-engagement with
transporters, departure of vehicles, when vehicle are on-transit till point of delivery.
Sampled SMEs indicated that the internal control strategies are crucial in reducing their
freight transport-related risks.

For specific security-related events such as robbery, kidnapping or communal clashes
along travel route, driver’s orientation in managing such incidence is important. Since these
events are frequent events along the travel route, drivers have been trained and directed to
follow certain guidelines in managing such risks. This shows that SMEs are also concerned
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about their driver’s safety and thus, drivers are provided with the right orientation of how to
manage transport related risk that is likely to occur along travel route. These orientations
are similar to driver’s orientation in disaster relief environment [30].

Another dimension of road transport risk management by SMEs is partnering with
police to gain information about safety of the route or for police deployment in trouble
spots appears to be a risk management strategy adopted by SMEs. This is less expensive as
compared to employing an arm guard on-board every vehicle on every journey.

Collaboratively, one of the sampled SME has developed unique capabilities of
managing freight transport related risk through collaboration with distributors and
consumers. Whiles firms encourage risk information sharing from consumers and other
partners; they also collaborate with distributors to serve as “first responders” to on-transit
vehicle that are in danger. This approach is consistent with the collaborative approach in
managing supply chain risk [31]. Hence, apart from the financial implication of this
approach — where losses are reduced, the approach also strengthen the relationships
between firms which have several advantages [32].

5 CONCLUSION AND RECOMMENDATIONS

While existing research mostly focussed on road transport risk management in large
companies, the focus of this study in on finding out how SMEs develop capabilities in
managing road transport risk that relate to inbound and outbound transport operations. The
study interviewed managers responsible for road transportation in four SMEs in Nigeria.
Finding indicated that SMEs studied have developed capabilities for managing road
transport-related risk. While some of the risk management strategies such as internal
control, driver’s orientation and partnering with police are common among sampled SMEs,
collaboration with partners, specifically with those along transport route, is unique to only
one of the SME in the study. This is consistent with the argument in support of contingent
RBYV. Though some aspect of the risk management strategy used by SMEs in this study
might be considered by other large firms or other SMEs, it is foremost to note that the
major limitation of this study is that its findings are limited to only four case studies.
Nonetheless, a qualitative study of this kind is aimed at bringing rich description of a
phenomenon from the point of view of the cases. An insight for future research will be to
conduct an exploratory sequential research where the findings of this study are tested in a
larger population using quantitative techniques.

Nonetheless, the findings of this study will be useful to developing countries where the
focus is on empowering SMEs in order to solve most of their social and economic
problems. As a result, the findings of this study will be beneficial to policymakers. Also,
SMEs, large firms and multi-national companies may gain valuable insights from the
finding of this study, specifically in assessing their existing road transportation risk
management strategy. Finally, the finding of this study extends the literature in transport
risk management and SME studies.
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