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Abstract

The Nigerian petroleum industry is central to the sustainability of the economy of Nigeria as it is the greatest
contributor to Gross Domestic Product (GDP) and foreign exchange. The recurring nature of price risk and other
financial risks in the petroleum industry suggests that uncertainty, driven by oil and gas price changeability, causes
incessant apprehension to all stakeholders who suggest a need for effective management if sustainability of the
industry is to be achieved. Risk management is said to be in a rudimentary stage in Nigeria and, at best, evolving.
Previous literature in this area mostly focuses on the impact of each risk on the company's stock and exporting
countries' economies. Research on integrated financial risks’ impact on key operational variables in the Nigerian
petroleum industry is scarce. This study was, therefore, conducted to fill that gap by contributing to the literature
on financial risk management. It examined the impact of financial risk factors on key performance variables, such
as profitability, cash flow, the cost of doing business, workforce cutting and project shelving in the Nigerian
petroleum industry. This study adopted a mixed-method research design with a philosophical stand, which is
associated with the pragmatism paradigm. Qualitative and quantitative data were collected by conducting semi-
structured interviews with five senior management staff and distributing questionnaires to 70 financial risk
managers. Descriptive and inferential statistics, such as the Pearson correlation coefficient, were used to determine
the significance of the relationship. These results indicated that there was a significant relationship between
financial risk factors and key performance variables such as profitability, cash flow and the cost of doing business
at a value of P<0.05. These results are important to the financial risk managers and stakeholders of the industry as
it will help them understand how to manage their exposure for sustainability.
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1. Introduction

The determination of financial risks' impact on businesses' objectives has been a subject of numerous studies as
the knowledge of the magnitude of the effect of these risks guides management's response as financial risks impacts
the financial well-being of companies, including the Nigerian petroleum industry. Oil prices have been found to
generate more of a spill-over effect in all areas of the world economy than any other commodity (Algieri &
Leccadito, 2017). Oil prices affect exchange rates through both supply and demand channels (Nikbakht, 2010).
Oil price upsurges impact production negatively since oil is a basic ingredient of production resulting in short
supply and high demand for a non-productive factor which in turn impacts exchange rate and prices.

The petroleum industry plays a pivotal role in the economy of Nigeria, for customers, contractors, employees
and shareholders. Petroleum production and exportation have become the backbone of the Nigerian economy
(Oladepo, 2014, p. 80). The revenue derived by the Nigerian government from the exportation of petroleum
products accounts for 96 per cent of total exports according to the International Monetary Fund (IMF) in 2012. In
addition to export revenue, Nigerians depend heavily on the petroleum industry for their energy needs,
transportation, cooking, power and micro-industries that assist in reducing unemployment (Odularu, 2007).

Even though Nigeria is one of the leading oil-producing countries of the world (Energy Information Agency
(EIA)) (2013), it is categorised as one of the poorest countries in the world according to Arong & Ikechukwu (2013,
p. 123). One of the major issues is that Nigeria exports raw products, oil and gas, and imports several petroleum
products, such as fuel, diesel and kerosene at a higher cost than the exported products. Therefore, any gain derived
from exports becomes a loss in the process of importation, which is destroying the economy of Nigeria (Arong &
Ikechukwu, 2013). Consequently, any issue that will destabilise this all-important industry will also destabilise the
economy of Nigeria. Financial risks arise as a result of unexpected variability in exchange rates, interest rates,
prices of products and credit risk (Prasad & Suprabha, 2015). Over the past decade, Nigeria has experienced a
substantial depreciation in the value of its currency concerning the US dollar exchange rate. These changes in
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financial risk factors are more evident in the petroleum industry as oil and gas prices are not determined by the
forces of supply and demand, but by several economic factors (Talbot, Artiach & Faff, 2013).

Arong & Ikechukwu (2013) suggest that an effective risk management system, which is not based on the use
of derivatives alone, needs to be implemented for the survival of the Nigerian petroleum industry. Jorion (2009)
is of the view that one can only manage risk if one is aware of its existence and has calculated its magnitude
accurately. Stulz (2008 p. 41) stresses that two types of blunders can occur in computing risks’ impact on
businesses, “(1) Known risks can be miss-measured, and (2) important risks can be ignored, either because they
are undetected or wrongly viewed”. Therefore, the determination of accurate financial risks’ effect on the
objectives of companies in the Nigerian petroleum industry is very important for its sustainability.

The determination of the impact of financial risk factors on the objectives of a company is one of the most
important steps in the risk management process (Hekman, 1989). It is important to know the exact scale of risks
that a company is exposed to at a point in time before using an applicable response (Woods & Dowd, 2008).
Financial risks influence the financial performance of companies (Noor & Abdalla, 2014). Managerial actions may
be in the form of taking up the risk, divesting, transferring, risk sharing, delaying actions or managing risk through
a variety of strategies (Woods & Dowd, 2008).

Articles on the determination of the impact of exposure on organisations have used an assortment of models,
such as value at risk, cash flow at risk, the capital assets pricing model, and the impact of stock prices, but those
that rely on the views of those who manage these risks are few (Talbot et al., 2013; Andriospoulos & Nomikos,
2012; Hong & Sarkar, 2008). These articles exclusively appraise each financial risk, such as oil price exposure,
exchange rate exposure or interest rate exposure on the stock market or economic level and the results are mixed
(Talbot et al., 2013).

Remarkably, the wide-ranging variety of studies in the field of risk management has focused on using
historical data to determine the impact of financial risks on the shares of companies and, as such, has found mixed
results (Jongen, Muller & Verschoor, 2012). The plausible explanation for the difficulties experienced in reporting
the significant impact of foreign exchange risk on share market values is that organisations are conscious of their
foreign exchange risk and are limiting it through hedging (Bartov & Bodnar, 1994). The researchers of previous
studies have contributed greatly to financial risk management, but the use of historical data means that actual
exposure must have been altered by the company's financial risk management activities, as found by Talbot et al.
(2013, p. 1) when they investigated factors that "drives commodity price beta of oil stock”. This study integrated
risk managers’ view of the impact of the various financial risks on the key performance variables of the Nigerian
petroleum industry to bridge the gap in the literature on risk management.

The Central Bank of Nigeria has stated that risk management is in a ‘rudimentary stage’ and developing at
best. The literature on the impact of financial risk in the Nigerian petroleum industry is scarce. Studies in Nigeria
are more interested in the prices of oil and the economy, such as those of Tule, Ndakob & Onipede, 2017; Stober,
2016; Chaudary, Nisar, Talat & Salvador-Adebayo, 2014. This study, therefore, filled that gap.

The rest of this article is structured as follows: The next section examines literature relating to the impact of
financial risk factors on organisational performance. This is followed by a discussion of the research methodology
before the data presentations and discussion. The article concludes with a summary of key findings; implications
for stakeholders, possible limitations and suggestions for future research.

2. Review of Related Literature
The Nigerian petroleum industry is the backbone of the Nigerian economy. According to Bagehot & Atima (2015,
p. 2) “oil provided approximately 90 per cent of foreign exchange earnings and about 80 per cent of federal revenue
and contributes to the growth rate of Gross domestic product (GDP)" of Nigeria. The wake of the oil price crash
has created exceptional fluctuation in exchange rates, interest rates and a series of divestment in the Nigerian
petroleum industry. To guarantee that financial distress will not set in to reduce growth in the Nigerian petroleum
industry, risk management is indispensable. According to the Central Bank of Nigeria, these financial risk factors
also impact on the Nigerian economy, which depends on this petroleum industry for foreign exchange inflows
resulting in a net deficit currency inflow of N1 150 billion in 2015 and a deficit current account of N3 033 billion.
As stated above, numerous researchers have validated each financial risk impact on the economy in general or on
the stock market price, however, none have studied the impact of the combined effect of all financial risks on the
Nigerian petroleum industry. Tule et al. (2017) posit that oil prices market impacts families, companies, countries
and global economies as oil price changeability are regularly transferred to every other sector of the economy.
Risk is described as the uncertainty of event outcomes which may have a helpful or adverse effect on the
business’s objectives (Damodaran, 2008). Financial risk arises as a result of exposure to variability in market
prices, transactions with other organisations, internal processes, people and systems (Horchers, 2005: 3). The effect
of changes in commodity prices, interest rates, and exchange rates create incentives for companies to manage
financial risks to overcome the downside of these risks. The other risks that do not branch from market forces such
as liquidity, credit and demand and supply risks arise from the transaction with other organisations (Wiener &
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Brunner-Kirchmair, 2019).

Currency risk is the sensitivity of business objectives such as operating income and cash flows to exchange
rates variability (Hekman,1989). Foreign exchange risk exposure is the unfavourable movement of the value of
the local currency against major trading partners currencies such as the US Dollar. Exchange risk fluctuations play
a major role in an oil company’s performance as the business of an oil company is internationally operated (Noor
& Abdalla, 2014).

Interest rate risk is another main financial risk that companies encounter in their day to day operations
(Dhanani, Fifield, Helliar & Stevenson, 2008). Companies operating in the oil industry in Nigeria are exposed to
diverse sources of funding, within and outside Nigeria, to meet expected funding costs. They are therefore exposed
to interest rate changeability. Interest rate risk is the sensitivity of operational income and cash flows caused by
interest rate movements (Buckley, 2004: 331).

Commodity exposure is the variability of prices of commodities such as oil and gas that may result in
monetary losses to companies in the oil industry. The single largest variable that affects oil companies' ability to
perform their operational and financial functions is the price of crude oil and gas (Eni, 2013: 174). Others are
supply-demand risk which results from-supply-demand imbalances in many industries, including the oil and gas
industry (Tomlin, 2014). Liquidity risk is the risk that the business will not be able to pay its obligation as at when
due that could threaten the financial position of the establishment.

Some studies have examined the impact of the oil price on companies’ stock and economy, and have found
mixed results, for example, Kayalar, Kiigiikdzmen & Selcuk-Kestel (2016) investigated the impact of changes in
oil prices on the financial indicators of global markets and economies, and found a significant relationship between
oil prices and exchange rates and share prices of most oil exporter countries, while emerging oil importer markets
are not as susceptible to changes in oil prices. In contrast, Dhaoui & Khraief (2014) found a negative association
between oil price changeability and stock prices of eight countries from data from 1991 to 2013. Kolodzie;j,
Kaufmanna, Kulatilaka, Bicchetti & Maystre (2014) examined the effect of daily unrefined oil prices' variability
on equity prices and commodity markets and found correlations between daily returns to crude oil and equity
changes from negative to positive due to the interest rate factor. Basher, Haug & Sadorsky (2012) concluded that
positive oil prices shock determines emerging market oil and gas industry shares. Ahmed, Bashar & Wadud (2012)
found that an increased oil price produces a dampening effect on US industrial production.

On the other hand, oil prices were found to have a negative correlation to share prices and the authors
concluded that a single commodity should not be taken as an asset class as it is predominant in academic literature
(Brook & Prokopezuk, 2011). A study that analysed oil price risk exposure of U.S. financial and non-financial
firms from 1983 to 2015 found a lower impact on financial firms than that of the non-financial firms (Shaeri,
Adaoglu & Katircioglu, 2016). The oil price variability shock on the international stock market was investigated
through supply and demand exposures and was found to have no significant relationship (Apergis & Miller 2009).
George Ouma & Were (2013) found a negative correlation between sugar price variability and profitability. Others,
who have looked at the effect of oil prices on shares prices, are Sadorsky (2012), Askari & Krichene (2008),
Elyasiani, Mansur & Odusami (2011), Arouri, Rault & Nguyen (2012), Ewing & Malik (2015); and Tule et al.
(2017).

Zahariev & Kostov (2016, p. 2) defined the global exchange market as “a set of institutions, instruments,
technical means of global communication, payment systems and rules for accounting and settlement by which the
parties that supply and demand currency and currency denominated financial assets perform counter transactions
with exchange effects on an agreed date”. These transactions result up and down oscillations in exchange rates
also referred to as exchange rate volatility could be described as periods of domestic currency appreciation or
depreciation (Ojongbo, 2014). Exchange rate movement creates uncertainties for companies that import or export
products, such as the oil industry as transactional, translational or economic exposure (Prasad & Suprabha, 2015).
Herkman (1989, p. 50) defines currency exposure as "the sensitivity of some corporate objectives variable to
changes in the foreign exchange rate".

Some researchers concentrate on how exchange rate variability has impacted stock market returns for
investor's decision making or on the economy and, as with price risk, the results are varied. Studies that have found
evidence of positive correlation between exchange rate and companies' value are those of Gao (2000) who
investigated the effect of currency changes on American multinationals and discovered positive effects on shares
of companies that deal with foreign sales and negative effects on foreign production. The study of Ye, Hutson &
Muckley (2014) found that owing to the non-floating exchange rate regime, more companies are significantly
exposed to exchange rate instabilities in emerging markets. Moore & Wang (2014) found proof of interest rate
exposure in developed economies and negative correlation of exchange rate exposure but found evidence of
exchange rate exposure in emerging Asian markets. Lin (2012) found a significant relationship between the
exchange rate and stock prices during a crisis in Asian emerging markets as a result of the capital account balance.
Nkalu, Urama &Asogwa (2016) finding indicate that trade liberalisation in Nigeria impacts positively to an extent
of (59 per cent) on the exchange rate fluctuations or volatility in Nigeria. The exchange rates variabilities harm the
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Nigerian economy (Umaru, Aguda, & Davies, 2018; Ehikioya, 2019)

There is a more visible negative correlation between exchange rates and stock value when the exchange rate
is either very low or very high (Tsai, 2012). Zhao (2010) did not find any sustained significant relationship between
the exchange rate and company stock in China. Kamau, Inanga & Rwegasira (2015) investigated the impact of
currency risk and the performance of multinational banks and found no significant impact of these risks in the
financial performance of banks.

Financial risk management is a possible explanation for the mixed results of the impact of foreign exchange
on a company’s value, as shown by these studies. Bartram, Brown & Minton (2010) found that financial and
operational hedging reduced a currency's fluctuation impact on a company's financial performance by 40 per cent
and 15 per cent respectively. The finding of Hutson & Laing (2014) indicated that operational hedge and financial
hedge drastically reduced the efficiency of exchange rate risk on a company's financial performance. Huanga,
Kabir & Zhang (2016) also found that the impact of foreign exchange on a company's value was reduced using
derivatives. The plausible explanation for an irregular empirical significant exchange rate exposure is that
companies exploited linear hedging instruments, such as forward and futures (Chow, Lee & Solt, 1997). Al-Shboul
& Alison (2009) found that companies reduced their share price volatility by using derivatives to manage financial
risks.

3. Research Methodology and Analytical Technique

This paper analyses financial risk managers’ view of the impact of financial risks on the Nigerian petroleum
industry’s key performance variables. This study was based on a survey of the views of financial risk managers
enlisted on the membership list of the Petroleum and Natural Gas Senior Staff Association of Nigeria as at July
2016. From the list, a convenience sample of 100 individuals from 33 actively operational oil companies was
selected and questionnaires were distributed to them. Only 70 respondents eventually participated, which
translated to a 70% response rate. A descriptive statistic, namely frequency, percentages, rank, and mean, was used.
The inferential statistic - Pearson correlation coefficient, was employed to determine the significance of the
perceived relationship between the identified financial risks and key performance variables in the companies.
Content analysis was used to analyse the interviews of five financial risk experts in the petroleum industry to
validate the data, which was collected from the survey. Interviewee names were replaced by pseudonym (Mr A,
Mr B, Mr C, Mr D and Mrs) to protect their identities. Qualitative and quantitative data were collected, coded and
evaluated with the aid of Statistica Version 10 using descriptive and inferential statistical tools (Pearson correlation
analysis).

Descriptive statistics (mean scores, standard deviations and percentages) were calculated on the questions. A
multiple regression analysis was conducted on the relationships between the financial risk factors (the independent
variables) and the key performance variables (the dependent variable). The validity and reliability of the data were
also evaluated by conducting an exploratory factor analysis and calculating Cronbach’s alpha respectively.

4.Empirical Results

The main aim of this study was to determine if financial risks, such as oil prices, foreign exchange rates, interest
rates, supply and demand, and liquidity and equity risks have a significant impact on the key performance variables,
such as profitability, cash flow, the cost of doing business, project completion and workforce cutting in the
Nigerian petroleum industry. The results of the survey are reported in Table 1 and the empirical results in Table 2
based on a Likert scale indication of 1 to 5 with five being the highest.

Table 1: Financial Risk Impact on Key Performance Variables

Impact of Integrated risk factors Low Average High Mean Rank SD
Profit reduction 0 16 54 4.23 1 0.82
Cash flow reduction 2 16 52 3.94 3 0.76
The increased cost of doing business 5 11 54 4.04 2 0.89
Shelving of projects 9 18 43 3.54 5 0.99
Workforce cutting 12 18 40 3.60 4 1.12
Average 5.6 15.8 48.6 3.87 0.92

As shown in Table 1, most of the respondents agreed that financial risk factors (low oil and gas prices, higher
interest rates, low demand for commodity and exchange rate fluctuation) resulted in reduced profitability in the
Nigerian petroleum industry with a mean score of 4.23. This is followed by an increased cost of doing business
with a mean score of 4.04 and then cash flow reduction with a mean score of 3.94. Next, is the widespread
workforce cutting with a mean score of 3.60 and lastly, the shelving of projects has a mean score of 3.54. These
results indicated that the combined financial risk factors had a negative influence on companies' ability to achieve
their strategic objectives in the Nigerian petroleum industry.
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Table 2: The Influence of Financial Risks on Key Performance Variables — The Pearson Correlation Results

Key performance Forex Commodity Interest Supply and Liquidity and
variables prices rates demand equity
Profitability 0.41% 0.38* 0.12 0.25* 0.15
Cash flow 0.29* 0.29* 0.29* 0.29* 0.29*
Cost of doing business 0.26* 0.26* 0.26* 0.26%* 0.26*
Project completion 0.11 0.11 0.11 0.11 0.11
Workforce 0.11 0.11 0.11 0.11 0.11

Note: * indicates significance at p < 0.05

The Pearson correlation results largely supported the respondents’ views that the integrated financial risk
factors was destabilising the finances of these Nigerian oil companies’ ability to meet planned objectives. The
results revealed that profitability, cash flow and the cost of doing business were significantly influenced by the
negative effects of financial risks, except the impact of interest rate on profitability. The respondents were,
therefore, correct in their assessment that the financial risks exerted an influence on key performance variables,
such as profitability, cash flow and the cost of doing business in the Nigerian petroleum industry.

5.Discussion

5.1 Impact of Financial Risks on Profitability

The Pearson correlation coefficient revealed that profitability, which is key to the ability of companies to take up
net present value investment, is significantly correlated to the foreign exchange variability of the Naira, oil and
gas prices, and supply and demand pressure, as shown in Table 2. In the study, Mr A, who is from an upstream
organisation, said, “It affects the profit margin of the organisation and it also affects the cash flow.” Mr B
commented, “/¢ can impact the organisation in various ways, it can lead to a reduction in profit." Mr D, a financial
risk manager whose organisation operates in both the downstream and upstream sectors of the Nigerian petroleum
industry, remarked, “What we get from sales is always dictated by the exchange rate of the Naira.” Interviewees
reported that the negative impact of financial risks in the industry had reduced profitability as the margin was being
squeezed to the point that no new projects were taking place in the industry. Companies were divesting themselves
of projects instead.

This result is in sharp contrast to that of George et al. (2013) where financial risks have no significant
correlation to the profitability of Kenyans’ sugar industry. However, Rigzone (2014, p. 1) supports the argument
that price fluctuation, as a result of oversupply and low world demand for oil and gas, was putting serious pressure
on profitability. Therefore, the implication is that the sustainability of the petroleum industry can only be achieved
through effective management of financial risks to avoid a distressing situation. The effect of financial risk
movements on the profitability of the petroleum industry also has implications for decisions on oil production,
sales, cost management and the financial leverage structure.

5.2 Impact of Financial Risk on Cash Flow

The result of the study showed that the integrated effect of foreign exchange, commodity prices, interest rates,
supply and demand pressures, and liquidity and equity risks had impacted on the flow of funds significantly in the
Nigerian petroleum industry. The interviewees supported the view that financial risks had a negative influence on
the cash flow of their businesses. Mrs E remarked, “Right now, as I speak, there are some workers that are due
for payment of housing scheme that has not been paid due to cash flow.” This indicated that cash flow had taken
a severe blow from the negative impact of financial risks to the point of leaving companies in the Nigerian oil and
gas sectors with less cash to make payments as at when due. Mr C, who is the financial risk manager of a
downstream organisation in the Nigerian petroleum industry, remarked, “Yes, it has impacted the cash flow. Right
now, we utilise what we have within the reach of the organisation rather than longing for finances. So, because of
that, it also reduces the rate of our activities in the business. As it stands now, it is very difficult to give facilities
to the customers, because we are not getting facilities from the banks. In recent times, the Central Bank of Nigeria
policies have made the impact to be on the higher side.” The preceding comment indicated that the effect of
financial risks had made it impossible to borrow money from banks and meant that customers in the industry were
no longer given credit. Investment in new projects also suffered as a result of low cash flow in companies.

On one hand, this result contradicted the findings of Bartram et al. (2010) where financial and operational
hedges reduced the impact of financial risks in companies' financial performance. The result did not also support
the findings of Zhao (2010), Brooks & Prokopezuk (2011), and Apergis & Miller (2009). On the other hand, it
was in congruence with the finding of Bartram (2007) that US companies' cash flows were exposed to at least one
major currency exchange rate changeability. It was also in accordance with the finding of Krapl (2017) that
financial risk factors and cash flow had a significant effect on equity exposure. Since financial stability is linked
to every other business decision, the effect of financial risk exposure on cash flow may have implications on cost,
investment and gearing. As this could lead to cost management that may even harm the business, postponement
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of already planned investments, and reliance on financiers for operations that would have otherwise been funded
internally, it may put more pressure on interest expenses.

5.3Impact of Financial Risk on the Cost of Doing Business

The results revealed that there was a significant correlation between the examined financial risks and the cost of
doing business in the Nigerian petroleum industry, indicating that the prolonged low prices of petroleum products
adversely impacted the financial well-being of companies in the industry. The depreciating Naira against major
currencies adversely affected the cost of the importation of equipment and petroleum products, thereby reducing
profitability and sustainability in the industry. The interviewees confirmed that the cost of doing business had
increased as a result of the falling Naira against major trading partners’ currencies. Mr B remarked, "The local
cost has been well managed with the structure that we have. Where we have bigger issues are the ones related to
foreign cost in terms of getting capital and equipment in and that is ... most of the costs are denominated in um ...
foreign currencies, so any slight exchange rate fluctuation can affect us heavily.” The preceding comments implied
that the depreciating Naira had increased the cost of importing equipment for projects.

The result supports the finding of Kayalar et al. (2016) that currency risk significantly affects most oil exporter
countries’ share prices, but not on importers’ economy. The results were in congruence with the results of the
study, which investigated oil volatility spill-over on Nigeria sovereign bond (Tule et al., 2017). The low demand
and oversupply of petroleum products seriously reduced the ability of companies to meet profit targets, cash flow
requirements for the development of new oil wells and the retention of their skilled workforce.

The Pearson correlation coefficient results, however, showed that the financial risks were not significantly
related to project completion or workforce cutting as key performance variables. On one hand, it indicated a
possible dissonance between respondents' qualitative assessments of the effect of these risks on these key
performance variables and the other hand, how they quantified these effects. This could also present an interesting
area for future research. The question that needs to be answered was whether a proper quantification of the effect
of financial risks on project completions (versus shelving) and workforce reductions, was taking place.

6.Conclusion

This study examined the impact of financial risk factors - foreign exchange, commodity prices, interest rates,
supply and demand pressures, and liquidity and equity risks on key operational variables — profitability, cash flow,
cost of doing business, workforce cutting and shelving of projects of the Nigerian petroleum industry. This study
employed primary data to evaluate the impact of financial risks on financial performance, which set this study
apart from the numerous kinds of literature on the impact of financial risks on equity. The study also differentiates
itself further by dealing with an integrated effect of various financial risks instead of reviewing each risk factor in
isolation. It focused on the Nigerian petroleum industry where no other study of this nature has been conducted to
the best knowledge of the authors.

The findings showed that financial risks factors had a significant negative effect on profitability which
impacts the sustainability of the businesses. It also revealed that their cash flow was adversely affected through
reduced inflows associated with these risks’ factors. Another key finding was an increase in the cost of doing
business arising from higher input costs. It, however, showed that financial risk factors had less impact on
workforce cutting/retrenchment and project shelving. The result of this research has implications for various
stakeholders in the Nigerian Petroleum industry such as the management of petroleum companies; managers of
financial risks in the industry; regulators of the industry; the Nigerian government and investors in the industry.
These results are important to the financial risk managers and management of the industry as it will help them
understand how to manage their exposure for sustainability. It will guide the government and the regulatory bodies
in policy formulation to encourage effective risk management. Investors will also find this article useful by
understanding the financial risks involved in investing in the petroleum industry.

These papers make the following recommendations that managers can implement to improve financial risks
management in the oil industry:

e Managers must pay serious attention to the managing of the financial risks identified in this study,

especially oil and gas price, exchange rate, and demand and supply risks.

e Educate employees of the implication of their actions and inactions on the key operational variables.

e  Management support is essential in availing employees of a warning system that would show the extent

of these impacts will be very helpful

e Leveraging the intellectual property of the organisation to mentor more employees on risk management

processes as the present level of knowledgeable skilled-risk-experts is very low.

Like any other scholarly work, this article is not without limitations. Even though a total of one hundred
questionnaires were administered, only 70 managers responded due to refusal to participate in the survey. A larger
sample size which could include more expert financial risk managers may enhance future research.
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