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| ABSTRACT

This thesis study examined the extent to which microfinance institutions (MFls) contribute to the development and expansion of
small-scale businesses in Barangay Imbatug, Baungon, Bukidnon. Since small firms are a staple pillar of economic activity in rural
areas, it is crucial to know the actual contribution of microfinance services to their development. The thesis was done through a
descriptive-correlational research design and had 45 respondents selected via total enumeration. The respondents were small
business operators who have dealt with MFIs and accessed products and services like loans, savings, and trainings. The thesis
sought mainly to establish the Impact of MFls on the respondents’ business growth in terms of sales, growth, size, coverage,
ownership, and profitability. It also sought to investigate how the respondents viewed the Impact of MFIs in terms of
organizational structure and ownership, target market and client focus, and loan and financing service. Further, the thesis
explored if there was a significant correlation between business development and microfinance, and if business results differed
considerably when respondents were segmented based on demographic profiles, including age, sex, type of business, number of
years in business, and average monthly sales. Results indicated that the respondents saw a “Very High Impact” of MFls in regard
to the institutional support, especially in the promotion of transparent governance, making loans accessible, and extending
financial literacy and client-oriented services. Respondents indicated that MFIs helped them a great deal in being able to manage
and expand their businesses. In spite of this positive attitude, inferential statistical analysis revealed that there was a weak
positive relationship between microfinance services and actual business development results. This resulted in the null hypothesis
that there is no significant relationship between microfinance institutions and the development of small-scale businesses. MFls
continue to be major business empowering facilitators in rural regions by providing financial access and support services.
Microfinance alone is not adequate to sustainably or meaningfully develop small scale businesses. The more integrated strategy
is to be adopted by incorporating microfinance with mentoring, entrepreneurial training, market access, and government
support schemes. MFIs have a supporting role; other determinants, such as business experience, management practices, market
forces, and support systems from outside, have a more significant contribution to long run growth. Such complementary
approaches will help microfinance institutions to optimize their impact and make a greater contribution to the sustainable
development of small enterprises in poor communities.
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1. Introduction

Microfinance significantly improved living standards by offering more than just loans. It empowered individuals
through access to provide assets, investment opportunities, business development support, and skills training, thus
playing a crucial role in poverty reduction.
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The success of microfinance institutions, however, hinged on providing high-quality services in a competitive
market. Tracking client satisfaction is vital for identifying weaknesses and improving operations, ultimately leading
to increased revenue and longterm sustainability (Gabriel et al. 2021). Moreover, according to Dio et al. (2023),
microfinance institutions (MFls) arose to serve the poor, filling a gap left by commercial banks whose requirements
were inaccessible to low-income individuals. The Philippine government leveraged MFIs as a poverty reduction
strategy, addressing the market failure of commercial banks in serving this population due to high operational
costs.

Although borrowing money was inherently risky, it could also be just what they needed to expand and propel their
business forward. Unlike commercial banks, MFIs were generally evaluated not only for their profits but also for
their social impacts. The crucial thing was to assess if it was worth (after weighing risk and returns) borrowing
money from a bank that can benefit businesses by providing financial services that can be paid off and likely will
bring long-term success. By studying this specific era, the researchers can give direct information and insight into
the local development for improving their community’s economic well-being (Sifrain, 2022).

Small-scale businesses, often known as tiny businesses, are characterized by a restricted flow of resources, including
money and materials (Salorin, 2019). Small businesses, particularly sole proprietorships, are vital to economic
growth. (Mendoza et al, 2022) found that human, social, and financial capital significantly impact business
opportunities within small-scale businesses.

Since the dawn of civilization, small-scale businesses have been an essential component for millennia. The idea of
individuals and families running businesses to satisfy local needs has existed for as long as human cultures, even
though the term “small-scale business” is relatively new. Small-scale business plays a significant role in rural
communities, particularly in Imbatug, Baungon, Bukidnon, enabling sustainability and economic growth. Businesses
are utilized as they play a prominent role in economic mobilization in Southeast Asian countries (Mendoza & Tadeo,
2022).

Owners of such businesses usually take credit from microfinance institutions to finance their small businesses.
According to Aladejebi (2019), the inaccessibility of financial credit can prevent the development of small
businesses. This development in concept can suggest a recognition of the importance of other financial services,
not limited to credit for microbusinesses. In incorporating more economic and non-financial services, the
orientation of microfinance diverged from lending to lower-income people to pursuing the double bottom-line
objectives of social outreach and financial sustainability (Bos & Millone, 2015).

Microfinance institutions (MFls) served hundreds of millions of vulnerable borrowers and played a key role in
poverty alleviation in developing economies, especially in Africa, Asia, and the Pacific. However, that was not to say
that MFIs were invincible knights in shining armor on a mission to eradicate poverty and salvage the disadvantaged.
Financial expediency remained a concern for MFls, and they essentially had to behave like other firms that aimed to
be profitable or at least break even to survive (Zamore et al., 2019).

Microfinance institutions skillfully navigated the challenge of their social mission with financial sustainability,
enabling them to continue supporting underserved communities. For this reason, researchers conducted this study
because they were interested in learning how microfinance supported the expansion and development of small-
scale businesses in that location. They also aimed to examine the potential impact of microfinance institutions’
financial support and services on small businesses in Imbatug, Baungon, Bukidnon.

In particular, it sought to improve microfinance services and strategies in providing support and services to small
businesses because some of the small-scale businesses simply needed enough funds to grow their business.
Business owners seek short-term lending for growth, equipment acquisition, inventory expansion, and operational
efficiency, enhancing cash flow without the long-term commitment of conventional loans.
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1.1 Research Questions:

This study seeks to answer the following core question: How do microfinance institutions influence the
development of small-scale businesses in Barangay Imbarug, Baungon, Bukidnon? Supporting questions examine
the demographic profile of business owners; the impact of microfinance in terms of organizational structure and
ownership, target market and client focus and loans and financing offerings; the extent of business development in
sales, expansion, size, coverage, ownership and profitability; the significant relationship between microfinance and
small-scale business development; and the possible programs that may be implemented to further strengthen small
business.

1.2 Purpose of the Study:

The main objective is to assess the impact of microfinance institutions on small-scale business growth in Barangay
Imbatug, Baungon, Bukidnon. It aims to determine the effectiveness of financial products like training and lending
by investigating their correlation with business performance indicators, like sales and profitability. The research also
examines how the demographic profile of entrepreneurs affects their ability to access and utilize such services,
ultimately bringing forward suggestions for increasing microfinance support within rural areas.

1.3 Significance of the Study:

The result of the study will benefit business owners, customers, researchers, and future researchers in Imbatug,
Baungon, Bukidnon, and similar areas lacking comprehensive financial services. It offers flexible loans with lower
interest rates, aiding small businesses in overcoming financial challenges and expanding their operations.
Additionally, microfinance institutions provide financial literacy training, enhancing business owner decision making
skills and improving business sustainability. The impact of microfinance extends to community employment and
economic growth, ultimately raising living standards and reducing poverty. For researchers, microfinance presents a
valuable area of study concerning financial liberalization, poverty alleviation, and social transformation, offering
opportunities to analyze the effectiveness of microfinance programs and their role in promoting financial inclusion.
Future researcher can further investigate the socioeconomic effect of access to credit, develop new financial
solutions, and assess the role of microfinance in fostering business, particularly among marginalized groups.

2. Methods

2.1 Research Design

The study utilized a descriptive-correlation research design, which was appropriate in ascertaining the relationship
between microfinance institutions and the development of small-scale businesses (Creswell, 2012). Through this
design, the researchers were able to ascertain the status quo of the small businesses and assess the efficacy of
microfinance products such as loans, savings, and training.

2.2 Participants and Sampling Method

The respondents of the study were forty-five (45) small-scale business owners of Barangay Imbatug, Baungon,
Bukidnon. They were selected through total enumeration sampling, as all of the qualified small business owners
who availed themselves of microfinance services were included. These respondents represented typical local
business ventures such as sari-sari stores, merchandise shops, and fruit and vegetable vendors. They were selected
since they had firsthand experience with microfinance institutions, as their experience illustrated how financial
services affected the growth and maintenance of their businesses.

Inclusion criteria included:
e Current ownership or management of small-scale business in Barangay Imbatug, Baungon, Bukidnon,
e At least one year of continuous operation of the business,
e Availment of microfinance services such as loans, savings, or training from a recognized microfinance
institution, and
e Willingness to participate in the study by providing informed consent.
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These business owners were selected because they had direct experience with microfinance institutions and their
services in sustaining and expanding their businesses.

2.3 Research Instrument
Data were gathered using a structured questionnaire with two main sections:

e Part I: contained items pertaining to the demographic profile of the respondents as to age, sex, types of
business, no. of years in the business, and average monthly income.

e Part Il: covered questions relating to the assessment of the Impact of microfinance institution on the
development of small-scale business.

The questionnaire on the assessment of the impact of microfinance institution on the development of small-scale
business was adapted from a previous study by Taherdoost (2016). questionnaire in research studies were are
effective instrument for learning about and influencing society. The researchers ensured the accurancy and
dependability of their findings and made a valuable and meaningful contribution to influential social science by
following the principles of validity and reliability.

2.4 Data gathering Procedure

The researchers provided a letter requesting permission to conduct research. The letter was directed to the Business
Permit and Licensing Officer (BPLO) to request the distribution of the questionnaire and to notify them about the
study’s inclusion process. Further, the researchers provided informed consent, which served as an agreement
regarding the purpose of the study, the reasons for conducting it, and its limitations, specially concerning the
confidentially of the information obtained from the respondents.

2.5 Ethical Considerations
The study ensured ethical compliance by:

e Obtaining informed consent from all participants,

e Guaranteeing anonymity and confidentiality of responses,

e Protecting participants from any form of harm

e Ensuring voluntary participation with the right to withdraw anytime

e Undergoing ethics review to meet national and international standards.

2.6 Data Analysis
Collected data were encoded and analyzed using SPSS software. The following statistical tools were used:

e Descriptive statistics: Frequency, percentage, mean, and standard deviation to describe the demographic
profile and assess responses.

e Pearson r: To examine the relationship between Microfinance and the development of small-scale
businesses.

e T-test ANOVA: To determine significant differences based on demographic profiles.

e Regression analysis: To test whether microfinance institutions significantly influence the development of
small-scale businesses, indicating a positive relationship between access to microfinance and business
growth.

e Mediation analysis: To determine whether financial literacy mediates the relationship between microfinance
institutions and small-scale business development.

Responses were quantified using a four-point Likert scale, interpreted as follows:
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Scale Range Description
Agree High Impact 2

Interpretation 4 3.26-4.00
1.76-2.50 Disagree

Very Low Impact.

Strongly agree Very High Impact 3
Low Impact 1 1.00-1.75

2.51-3.25

Strongly Disagree

3. Results
Table 1. Frequency Distribution of Respondents’ Profile

Profile Frequency (F) Percentage (%)

Sex
Female 27 60
Male 18 40

Age
20- 25 years old 4 9
26- 30 years old 10 22
31- 35 years old 5 11
36- Above 26 58

Type of Business
Sari-sari store 27 60
Merchandise store 5 11
Vulcanizing & Motor Parts 11
Fruits & Vegetable Vendor 8 18

No. of years in the business
1-3 years 24 53
4-6 years 16 36
7-9 years 4 9
10-12 years 0 0
13-up 2

Average  monthly sales:  Php10,000-

30,000.00 38 84
Php30,001- 60,000.00 7 16
Php60,001- 90,000.00 0 0
Php90,001- 120,000.000 0 0
Php120,001.00- up 0 0
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Areas of Impact Mean

Organizational Structure and 3.50 0.08 Strongly Agree Very High

Ownership Impact

Target Market and Client Focus 3.39 0.04 Strongly Agree Very High
Impact

Loans and Financial Offerings 3.27 0.08 Strongly Agree Very High
Impact

Average 3.39 0.07 Strongly Agree Very High
Impact

Legend: 1.00-1.75 (Very low development)
2.52-3.25 (High development)

1.76-2.50 (low development)
3.26-4.00(Very high development)

Table 3. Summary of Results on Respondents’ Assessment on the Development of Small-Scale Business

Areas of Development Mean STD Description Interpretation
Sales 3.38 0.05 Strongly Agree  Very High
Development
Expansion 3.30 0.04 Very High
Strongly Agree  Development
. 3.27 0.04 Very High
Size
Strongly Agree  Development
Coverage 3.51 0.02 Very High
9 Strongly Agree  Development
Ownership 343 0.03 Very High
Strongly Agree  Development
Profitability 3.37 0.04 Very High
Strongly Agree  Development
Average 3.38 0.04 )
Very High
Strongly Agree  Development

Legend: 1.00-1.75 (Very Low Development)
2.51-3.25 (High Development)

1.76-2.50 (Low Development)
3.26-4.00(Very High Development
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Table 4. Is there any significant relationship between microfinance and the development of small-scale businesses?

Variables Development

R P
Microfinance 0.26629 > 0.05
Strength Weak
Interpretation Not Significant

legend STRENGTH:

0.00-0.19 Very Weak

0.20-0.39 Weak

0.40-0.59 Moderate

0.60-0.79 Strong

0.80-1.00 Very Strong

INTERPRETATION

p < 0.05 = Significant p < 0.01 — Highly
Significant p < 0.001 — Very Highly
Significant

Table 5. Is there any significant difference between the development of small-scale businesses when grouped
according to profile?

Development of Small-Scale Businesses

Profile Sales Expansion Size Coverage Ownership Profitability
pvalu Decisi onpvale Decisi onpvalu Decisi onpvalu Decisi onpvalu Decisi onpvalu Decisi
e on on e on e on e on e onon

HO HO HO HO HO HO

Age >0.0 Accept >0. Accept >0.0 Accept <0.0 Reject <00 Reject <00 Reject
5 05 5 5 5 5

Sex >0.0 Accept >0. Accept >0.0 Accept <0.0 Reject >0.0 Accept <00 Reject
5 05 5 5 5 5

Types of<0.0 Reject >0. Accept <0.0 Reject >0.0 Accept >0.0 Accept <0.0 Reject

Business 5 05 5 5 5 5

No. of Years>0.0 Accept >0. Accept <00 Reject <0.0 Reject <0.0 Reject >0.0 Accept

in the5 05 5 5 5 5

Business

Average >00  Accept >0. 05Accept <0.0 Reject >0.0 Accept >0.0 Accept >0.0 Accept

Monthly 5 5 5 5 5
Income Significant if

P-value <0.05

Legend: Ho is

rejected if

Significant Ho
is accepted if
Not
Significant

4. Discussion

The research analyzed the level at which microfinance institutions influence the development of small-scale
businesses in financial access, business expansion, and profitability. The results showed that the contribution of
microfinance services cannot be overlooked in assisting entrepreneurs in cultivating and developing their
businesses in terms of low-cost loans and schemes of financial aid.
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4.1 Interpretation of Results

The results indicate how much microfinance institutions help in the growth and enhancement of small-businesses in
Imbatug, Baungon. Respondents regarded microfinance as being highly effective in enhancing their financial
capacity, improving their businesses, and in order to sustain their operations. The " very high impact” assessment on
the organizational ownership and structure hints that MFIs ensure openness, the accountability of their
organizational systems, and mutual collaborations with entrepreneurs. The positive and high scores on the target
makert and client comprehension show that microfinance institutions understand small businesses operators and
their needs. The positive score on loans and other financing options shows that entrepreneurs have quick access to
capital, which in turn aids in sales and profitability. Nevertheless, the microfinance services and businesses growth
statistical results show other management skills, market forces, and competition as contributing factors for business
growth. Moreover, the relatively non-significant difference when profiled suggests that all micro-entrepreneurs,
irrespective of their sex, age, or type of business, benefit from microfinance services. This particular finding
strengthens the case for microfinance as a means for inclusive economic development and draws attention to the
need for other integrated components of training and mentoring. Overall, the studies underscore the role of
microfinance institutions as key drivers of entrepreneurial prosperity as well as the economic resilience of rural
areas.

4.2 Comparison with Existing Literature
Based on the previously attached manuscript, the comparison between the results of the current study and existing
literature reveals both alignments and affirmation with prior research.

The results concur with Aladejebi (2019), who highlighted that microfinance offers required capital for the growth of
small-scale businesses but might not always ensure profitability in the absences of good business management
skills. Likewise, in the current research, MFI products improved access to finance but did not achieve statistically
significant impacts on long-term business performance.

Similarly, the study aligns with Dio et al. (2023) postulated that MFls in the Philippines play a significant role in
reducing poverty by bridging the credit gasp that commercial banks leave behind. This observation is aligned with
the Philippines’ high perceived outcome of MFIs in the study, especially in providing access to finance for poor
business owners who are otherwise excluded from the mainstream financial system.

Moreover, the findings are consistent with Bos and Millone (2015), microfinance institutions have to balance
financial viability and social outreach. Consistent with this view, the results of the present study affirm the same by
identifying the MFIs as client-centric and trustworthy while also seeking institutional viability through prudent
lending.

Additionally, Mendoza and Tadeo (2022) noted that small-scale business support rural economic development but
still face the limitation of technical assistance and access to capital. This is consistent with the current findings, in
which greater levels of development were reported by most companies but moderate profitability, explained by
external market factors.

Lastly, Gabriel et al. (2021) argued that MFls succeed primarily due to service quality and client satisfaction. Partial
mediation of client satisfaction in the current study supports this statement, implying that business owners
satisfaction and confidence in MFI services indirectly contribute to business performance.

In summary, accordance to recent studies, microfinance institutions (MFls) enhance access to funds and enable
small businesses to expand, but without proper management and training, they cannot maintain long-term
profitability or success. MFIs contribute significantly to financial inclusion and poverty reduction through high-
quality lending that reconciles with previous studies.
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5. Conclusion and Implications of the Findings

The findings have excellent implications for policymakers, businesses, and microfinance institutions. MFls ought to
embrace a more complete strategy that incorporates credit extension with business owner skills development,
financial education, and mentorship. Consolidating these complementary services would not only render the loans
more effective but also contribute to ensuring the long-term sustainability of small-scale businesses.

For policymakers and local government, the study highlights the need to incorporate microfinance within general
economic development strategies. With the support of MFIs, government departments can create localized
programs which could nurture business owners, provide technical assistance, and diversify rural business activities in
towns such as Imbatug, Baungon, Bukidnon. To micro and small-scale business entrepreneurs, the study stresses
the importance of lifelong learning, innovation, and economic discipline. The entrepreneurs must make efforts to
enhance managerial skills through training and implement contemporary business strategies. Microfinance loans
can be used by them in an optimal way to turn them from mere passive recipients of finance into productive
economic actors in their localities.

5.1 Limitations

The study was only carried out in small-sized businesses in Barangay Imbatug, Baungon, Bukidnon, thus limiting the
applicability of findings to other settings. Respondents were restricted to forty-five (45) microfinance-enabled
entrepreneurs, thus curtailing the scope of experience. Data collection relied on self-reported survey responses,
which are prone to personal bias or misinterpretation of question items. Time constraints did not enable the
researchers to conduct follow-up interviews that would have enabled further qualitative information. The study was
restricted to only selected variables such as sales, growth, size, coverage, ownership, and profitability, and not other
possible measures of business growth. Environmental factors, including market conditions, government programs,
and economic trends, were not controlled, which might have had an impact. Lastly, the use of a descriptive—
correlational design did not support determining cause-and-effect relationships among microfinance services and
results of business development.
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