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Abstract

Microfinance institutions’ mission is to assist micro-entrepreneurs in improving their business
conditions. However, the status quo has shifted significantly since the COVID-19 pandemic struck the
country. Hence, the purpose of this study is to examine the role of microfinance in improving the
current conditions of the businesses of the micro-entrepreneurs. The descriptive-correlational design
was utilized with a validated survey questionnaire constructed by the researcher as the primary
research instrument and data collection tool. The study was conducted in the twenty-six (26)
Barangays considered as rural areas of Santiago City. The number of micro-entrepreneurs chosen for
this study in Santiago City was one hundred thirty (130), as determined by the G*Power 3.1 Software.
The study's findings revealed that financial intermediation, social intermediation, enterprise
development, and social services are important roles of micro financing in improving their businesses.
Meanwhile, microfinance's financial intermediation, social intermediation, enterprise development, and
social services roles had a significant impact on the micro-businesses of marginalized micro-
entrepreneurs. The findings further revealed a significant relationship between the financial
intermediation roles of microfinance and the effects of enterprise development on the respondents’
micro-businesses. Finally, the COVID-19 pandemic has had a significant impact on the micro-
businesses of marginalized micro-entrepreneurs. As a result, there is a significant relationship
between and among the effects of the COVID-19 pandemic and the growth and sustainability of the
respondents’ businesses.
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1. INTRODUCTION

In recent years, researchers unveiled the importance of micro-enterprises in
uplifting the economy of certain areas and mitigating the drastic fall of employability
rates. These small businesses have shown resilience and adapting powers in times of
crisis that many medium and large-scale enterprises could not attain. Additionally, data
have also proven that micro-enterprises demonstrated a higher capacity of adjusting to
the market's movements, which enables them to immediately respond to fluctuating
demand in a very efficient manner (Angulo et al., 2016). Thus, it is notable that many
have expressed interest in engaging in micro-enterprise. Furthermore, micro-
enterprising have made significant contributions to local communities around the world.
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With that, their respective government authorities encouraged areas with
tougher living conditions to venture into micro-enterprising so that those left behind
could utilize the new opportunities. In addition, the marginalized sector has been
involved through their bids for entrepreneurship to improve their living conditions
(Guerrero, 2019).

Microfinance has been lauded as one of the most significant innovations in
development policy over the last 25 years on a global scale (Ahlin and Jiang 2008; Elahi
and Rahman 2006). Khanam et al. (2018) emphasized that microfinance services
provide not only microcredit but also ancillary services such as consulting and training
for micro-enterprises, as well as market information and access to a broader market
which are frequently unavailable to micro-entrepreneurs due to a lack of knowledge and
bureaucratic barriers. Since the last decade, both policymakers and academics have
paid close attention to the role of microfinance (Bartual Sanfeliu et al. 2013; Hermes
and Lensink 2007a; Ingham et al. 2013; Knight et al. 2009). Thus, microfinance can
help achieve sustainable development goals among micro-entrepreneurs (Hermes and
Lensink 2011; Lock and Lawton Smith 2016; Weber and Ahmad 2014).

Currently, microfinance institutions take one of two approaches: a minimalist
approach or an integrated approach. These approaches are used to conduct
microfinance. The minimalist approach views low-income individuals’ access to credit as
the lone missing piece of the income generation puzzle. It thus views the provision of
microcredit loans as a development strategy in and of itself. Meanwhile, the second
approach (integrated approach) emphasizes the critical importance of providing credit
and a variety of development-oriented services to the poor in order to address the
structural causes of poverty. These non-financial services should typically include
educational programs, community-based development initiatives, and business and
capability-building training, among others.

In the context of the City of Santiago, microfinancing, the practice of providing
very small loans to the poor, often with group liability, is a tool that is becoming
increasingly popular for combating poverty and fostering economic expansion. The
majority of micro, small, and medium-sized businesses in Santiago City are familiar
with "5-6" credit or loan sharks, which are prevalent in low-income sectors and areas
with limited access to financial products and services. This unfortunately makes the
city's business owners more susceptible to debt and poverty. Here, few of the
numerous microfinance institutions are willing to provide assistance to the underserved
sector via their microcredit products. However, the status quo has shifted significantly
since the COVID-19 pandemic struck the country and is now permanently scarring the
country’s business districts, economy, and living conditions of the country’s previously
marginalized micro-entrepreneurs who have struggled to keep their businesses afloat in
the first place. Thus, it is critical to assess the role of microfinance in assisting
marginalized micro-entrepreneurs in improving their living conditions. Previous studies

97



International Journal of Business and Economics
Vol. 8, No. 1, 2023, pp. 96-115
http://ijbe.ielas.org/index.php/ijbe/index
ISSN (online) 2545-4137

examining the role of microfinance have been conducted to ascertain the effects of the
currently used approaches. However, a new context should be emphasized. The studies
were conducted prior to the pandemic’s impact on the entire business world. Therefore,
it needs to be reinvestigated to establish a new paradigm that addresses the pandemic
and is COVID - responsive. With this in mind, this study aims to investigate the role of
microfinance in alleviating the current conditions of the business of the micro-
entrepreneurs.

2. MATERIALS AND METHODS

This study was quantitative in nature; hence, descriptive-correlational research
was employed since it aims to determine if there is a significant relationship between
the role and effect of micro-finance on the businesses of marginalized micro-
entrepreneurs and their business growth.

2.1Respondents

The number of micro-entrepreneurs chosen for this study in Santiago City was
one hundred thirty (130), as determined by the G*Power 3.1 Software who were
currently receiving assistance from microfinance companies to grow their business.

2.2 Research Environment

The study was conducted in the twenty-six (26) Barangays considered as rural
areas of Santiago City namely: Abra, Balintocatoc (Dariuk), Baluarte, Bannawag Norte,
Bannawag Sur, Batal, Buenavista, Cabulay, Calaocan, Divisoria, Luna, Mabini, Nabbuan,
Naggasican, Patul, Plaridel, Rizal, Rosario, Sagana, Salvador, San Andres, San Isidro,
San Jose, Sinili, Sinsayon, Santa Rosa.

2.3 Research Instrument

This study used a researcher-made questionnaire which underwent a validation
process. First, experts were tapped to evaluate the relevance of the questionnaire as to
the purpose of the study. Their comments and suggestions were incorporated to ensure
that the questionnaire is capable of generating accurate answers based on the research
question. After refinement, the questionnaire underwent field test and was randomly
distributed to ten (10) individuals within the vicinity. Cronbach’s Alpha was used to test
the reliability of the questionnaire.

The questionnaire was composed of four parts. Part 1 included questions on the
role of microfinance on the business of the marginalized micro-entrepreneurs. Part 2
revealed the effects of microfinance on the micro-entrepreneurs. Part 3 also included
questions on the business growth of the micro-entrepreneurs. Part 4 was composed of
questions that revealed the effects of the COVID-19 pandemic to the micro-
entrepreneurs and their business.
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2.4 Data Gathering Procedure

The researcher first sent a formal letter to the Barangay Officials of Santiago
City, requesting the names and numbers of the micro-entrepreneurs in their respective
barangays. After receiving approval, the researcher visited the microentrepreneurs to
obtain their participation consent. Upon receiving approval, the researcher informed the
participants of the study's purpose and the measures taken to protect the
confidentiality of their data. After the participants signed the informed consent form
and agreed to participate in the study, the researcher distributed the questionnaire. On
request, electronic copies were made available to participants. After allowing sufficient
time for respondents to complete the questionnaire, the researcher tabulated the
collected data and sent it to the school statistician for further statistical treatment and
analysis.

3. RESULTS AND DISCUSSION

Roles of Microfinancing in Improving the Micro-Business of Marginalized
Micro-Entrepreneurs

1.1 Financial Intermediation

Table 1. The Roles of Microfinancing in Improving the Micro-Business of Marginalized Micro-Entrepreneurs in terms
of Financial Intermediation with its Corresponding Mean and Descriptive Interpretation

Financial Intermediation M Interpretation
1. Microfinance improves access to capital, which in turn improves 3.48 Strongly Agree
production and entrepreneurship.
2. Microfinance provides small loans, savings, micro-rental, micro- 3.49 Strongly Agree
insurance, and money transfer to help small businesses grow and
thrive.
3. As a result of microfinance, those without access to traditional banking 3.48 Strongly Agree
services now have access to financial services.
4. Microfinance acknowledges the poor and micro-entrepreneurs who are 3.44 Strongly Agree

excluded from or denied access to financial services due to their
inability to provide tangible assets as collateral for credit facilities.

5. Microfinance improves the well-being of the poor by increasing their 3.59 Strongly Agree
access to small loans that are unavailable from conventional financial
institutions.
6. Microfinance provides the active poor with diverse, affordable, and 3.54 Strongly Agree
dependable financial services.
Grand Mean 3.50 Strongly Agree

The table above presents the financial intermediation roles of microfinance in
improving the business of the marginalized micro-entrepreneurs which resulted a
general weighted mean of 3.50, suggesting that the respondents strongly agree that
microfinancing offers financial intermediation roles. This means that microfinance gives
a wider financial access to marginalized individuals which enable them to establish their
own business and grow them.
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Further, respondents also strongly agree that microfinance helps the poor and
small business owners who don't have access to financial services because they can't
put up tangible assets as collateral for loans.

Results also highlighted the highest weighted mean of 3.59 on indicator 5 which
states “Microfinance improves the well-being of the poor by increasing their access to
small loans that are unavailable from conventional financial institutions” and interpreted
as “strongly agree”. This only imples that microfinance improves access to capital,
which in turn improves production and entrepreneurship and provides small loans,
savings, micro-rental, micro-insurance, and money transfer to help small businesses
grow and thrive.

Revankar, et al., (2017) supports the statement above as their study results
indicated that as the concept of micro finance has emerged as a viable alternative
credit channel to the poor, it has become a useful tool in building the capacity of the
poor in management of sustainable self-employment activities. Microfinance enables
the poor and vulnerable segments of society to obtain the necessary credit on simple
terms and conditions in order to begin any income-generating activity.Reaching the
poor, financial intermediation, or financial innovations that enable service expansion
while significantly lowering transaction costs for both financial institutions and
clients are required.

1.2 Social Intermediation

Table 2. The Roles of Microfinancing in Improving the Micro-Business of Marginalized Micro-Entrepreneurs in terms
of Social Intermediation with its Corresponding Mean and Descriptive Interpretation

Social Intermediation M Interpret
ation

1. Microfinance enhances the organized, systematic, and targeted participation of the poor  3.62 Strongly
in socioeconomic development. Agree

2. Microfinance organizes a variety of activities and capacity-building has enabled people  3.58 Strongly
to become good borrowers and savers. Agree

3. Microfinance creates job opportunities and increases the productivity of the country's  3.67 Strongly
active poor. Agree

4. Microfinance assists in the formation of financial groups to put whatever "social capital" 3.54 Strongly
they have to more productive use. Agree

5. Microfinance assists in the formation of groups for joint liability used for business  3.38 Strongly
establishment. Agree

Grand Mean 3.56 Strongly
Agree

As shown in the table above, the respondents strongly agree that there are social
intermediation roles of the microfinancing institutions who are currently assisting them
as suggested by the general weighted mean of 3.56. This means that the respondents
are convinced that this type of intermediation helped them better manage their
finances or their financial groups and help them to put whatever 'social capital' they
have to more productive use.
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The table also highlighted the indicator that vouched the highest general
weighted mean of 3.67 and 3.62 respectively which indicates that microfinance creates
jobs and boosts the productivity of the country's active poor, improves the poor's
organized, systematic, and targeted participation in socioeconomic development, and
coordinates a variety of activities and capacity-building which enabled marginalized
microentrepreneurs to become good borrowers and savers.

Microcredit delivery strategies that make use of social intermediation and group-
based models such as joint liability groups (JLGs), self-help groups (SHGs), and
cooperatives have increased the number of low-income people who have access to
various forms of financial assistance (Meinzen-Dick, Behrman, Pandolfelli, Peterman, &
Quisumbing, 2014). In addition to adhering to the principles of cooperation, solidarity,
ethics, and democratic self-management, these institutions provide credit that is both
flexible and transparent, combining aspects of informal and institutional forms of credit.

Hence, just like the results above, the promotion of social intermediation in the
microfinance industry is capable of creating new attitudes and self-perceptions as well
as new systems and institutions, which in turn, can promote self-reliance, confidence,
trust and empowerment amongst the clients.

1.3 Enterprise Development

Table 3. The Roles of Microfinancing in Improving the Micro-Business of Marginalized Micro-Entrepreneurs in terms
of Enterprise Development with its Corresponding Mean and Descriptive Interpretation

Enterprise Development M Interpretation
1. Microfinance offers training and seminars to help people start small 3.43 Strongly Agree
businesses.
2. Microfinance assists micro-entrepreneurs with marketing their 3.43 Strongly Agree
small businesses.
3. Microfinance facilitates activities that help micro-entrepreneurs 3.75 Strongly Agree
hone their entrepreneurial skills.
4. Microfinance advises micro-entrepreneurs on the best micro- 3.62 Strongly Agree
enterprise to start.
5. Microfinance assists micro-entrepreneurs with business survival. 3.86 Strongly Agree
Grand Mean 3.62 Strongly Agree

The preceding table above shows the mean on the roles of microfinancing in
improving the micro-business of the marginalized micro-entrepreneurs in terms of
enterprise development. It has been revealed that the respondents generally strongly
agree that the enterprise development role of microfinance is really helpful in alleviating
the conditions of their business.

The highest weighted mean of 3.86 is indicator 5 which states “microfinance
assists micro-entrepreneurs with business survival”. This only implies that establishing
and nurturing business associations so that they can organize workshops, provide
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support and mentoring programmes, facilitate access to credit and to markets,
undertake advocacy, and provide best practice exchanges.

This is consistent with the results of Guerin (2016) that enterprise development
assistance from microfinance affects the growth of the enterprises to a very great
extent. Understanding this is important for transitional economies where small business
development is integral to successfully building a market economy. As a result,
microfinance has become an important policy tool for transitional economies in
stimulating small business sector development, albeit without a clear empirical
understanding of how it drives entrepreneurial behavior (Shahriar & Garg, 2017).

1.4 Social Services

Table 4. The Roles of Microfinancing in Improving the Micro-Business of Marginalized Micro-Entrepreneurs in terms
of Social Services with its Corresponding Mean and Descriptive Interpretation

Social Services M Interpretation

1. Microfinance organizes a micro-entrepreneur education campaign. 3.53 Strongly Agree
2. Health and nutrition seminars are made possible through microfinance. 3.43 Strongly Agree
3. Microfinance assists micro-entrepreneurs in learning how to manage inventories, 3.25 Strongly Agree

cash flows, and financial.

4. Microfinance provides literacy training. 3.32 Strongly Agree
5. Microfinance teaches best practices in business. 3.33 Strongly Agree
Grand Mean 3.37 Strongly Agree

As shown from the table above, the respondents strongly agree that the
microfinance that currently assists them have roles such as social services as gleaned
from the general weighted mean of 3.37 and implies that providing social
intermediation services such as social ties empowerment, confidence building, and
financial literacy and management capabilities enhancement, etc., among members of a
group (Kalyango, 2009) boosts a financially literate client base.

A large body of empirical evidence suggests that social networks significantly
impact on access to and use of financial services provided by financial intermediaries,
especially among poor households in rural areas. Bourdieu and Wacquant (2012) argue
that network ties (social services), which creates trust and forbearance among actors
can result into access to scarce resources such as credit/loans by poor households.

The authors also support the social services role of intermediation as they
emphasized in their study that participation by poor households in local social networks
make it easier for them to reach collective action as a result of increase in availability of
information that lowers transaction costs and opportunistic behaviour. Therefore, poor
households seeking credit may get reliable information about lending institutions from
their established network ties.
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Effects of Microfinance on the Micro-Business of the Marginalized Micro-
Entrepreneurs

2.1 Financial Intermediation

Table 5.The Effects of Microfinance on the Micro-Business of Marginalized Micro-Entrepreneurs in terms of Financial
Intermediation with its Corresponding Mean and Descriptive Interpretation

Financial Intermediation M Interpretation
1. The micro-business achieved financial independence by providing the 3.21 Moderate Extent
necessary capital to begin operations.
2. Being financially literate through financial training in order to prepare 3.07 Moderate Extent
bookkeeping, cash flow management, and other business-related skills
3. Microfinance has aided the businesses of marginalized micro- 3.17 Moderate Extent
entrepreneurs as their earning power has increased.
4. The micro-financial business's needs are met. 3.33 Great Extent
5. Entrepreneurs grew their businesses. 3.51 Great Extent
Grand Mean 3.26 Great Extent

Results on the table above shows the effects of financial intermediation of
microfinance on the microbusiness of of the marginalized micro-entrepreneurs. Overall,
the respondents perceive that microfinance has a great extent of effect on the micro-
entrepreneurs’ business. Further, the indicators 1, 4 and 5 vouched the highest
weighted mean which states “the micro-business achieved financial independence by
providing the necessary capital to begin operations”; “the micro-financial business's
needs are met”, and “entrepreneurs grew their businesses”. This only means that
financial intermediation and assistance offered by microfinance institutions greatly
affect the operations of the business.

Similarly, the study of Beck et, al. (2006) also found out that the provision of
microfinance services in the form of small collateral-free loans, and savings facilities
has, thus, evolved as a vital alternative for poor households to smooth
consumption, start their own businesses, cushion income shocks and improve living
conditions. This culture has been enhanced because low income earners who were
unable to save with the traditional banks are now being offered an opportunity to do so
and has helped improve capitalization since a high portion of the savings is used to
recapitalize their businesses.

2.2 Social Intermediation

Table 6.The Effects of Microfinance on the Micro-Business of Marginalized Micro-Entrepreneurs in terms of Social
Intermediation with its Corresponding Mean and Descriptive Interpretation

Social Intermediation M Interpretation
Microfinance reduced unemployment in the marginalized sector. 3.32 Great Extent

2. Microfinance created social groups that act as a support network for micro- 3.40 Great Extent
entrepreneurs and their businesses.

3. Microfinance aided entrepreneurs in forming self-help groups. 3.22 Moderate Extent
Microfinance aided entrepreneurs in establishing individual banking programs 3.32 Great Extent
in the form of joint liability groups.

Grand Mean 3.32 Great Extent
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Results from the table above reveals that the respondents observe that the social
intermediation role of microfinance institution has a great extent of effect in improving
the conditions of their micro-business as reflected in the general weighted average of
3.32. However, there is only a moderate effect on the aspect where microfinance aids
helps entrepreneurs in forming self-help groups. Moreover, a great effect is seen on the
aspect that microfinance has created social groups that act as a support network for
micro-entrepreneurs and their businesses to achieve success and growth.

Additionally, previous studies like Okten and Osili (2014), Van Bastelaer (2010),
Karlan (2017) and Ahlin and Townsend (2017) indicate that social networks lead to
sharing of information about availability of credit opportunities. Conclusively, social
networks provide useful information for screening, selecting creditworthy poor
households, and peer monitoring, thus, expanding the scope of financial inclusion
beyond the current sphere.

Therefore, social networks provide information about existing sources of financial
services among poor households in rural areas. Evidently, social networks help the poor
to access credit as well as encourage them to maintain their social ties.

2.3 Enterprise Development

Table 7. The Effects of Microfinance on the Micro-Business of Marginalized Micro-
Entrepreneurs in terms of Enterprise Development with its Corresponding Mean and
Descriptive Interpretation

Enterprise Development M Interpretation
1. Microfinance increased micro-entrepreneurs' knowledge of how to run and 3.44 Great Extent
sustain their small businesses.
2. Micro-entrepreneurs were successful in establishing a long-term small business. 3.70 Great Extent
3. Microfinance enhanced the entrepreneurial characteristics of micro- 3.63 Great Extent
entrepreneurs, which will assist them in running their businesses.
4. Micro-entrepreneurs are capable of marketing their small business. 3.70 Great Extent
5. Microfinance increased the rate of enterprise survival. 3.51 Great Extent
6. Micro-entrepreneurs learned and applied best practices for starting and running 3.47 Great Extent
a micro-business.
7. Microfinance provided micro-entrepreneurs with business management, 3.47 Great Extent
customer service, technical, analytical, and financial skills.
Grand Mean 3.56 Great Extent

The preceding table conveys the results on the effects of enterprise development
role of microfinancing on the business of the identified marginalized micro-
entrepreneurs. It can be observed on the results shown above that the general
weighted mean is 3.56, descriptively interpreted as “great extent”. This reflects a
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positive outlook of the respondents on the effects brought about by microfinance in
developing their small business.

On the other hand, the respondents positively believes that the long term of
effect of microfinancing is that they were able to establish a long-term small business
while they believed that they learned and eventually applied the best practices in
running and managing a micro-business.

Asman and Diaymette (2006) confirms that microfinance have become
increasingly involved in providing financial services to entrepreneurs focused on
economic improvement and enterprise development of the poor. There is continuing
and quite rapid improvement in understanding how financial services for the poor can
best be provided. As part of this learning process, microfinance practitioners, donors,
and governments have been interested in knowing to what extent these credit
interventions impact the beneficiaries. Microfinance also helps safeguard poor
households against the extreme vulnerability that characterizes their everyday
existence. Loans, savings, and insurance help smooth out income fluctuations and
maintain consumption levels even during lean periods (Brockhaus, 2001).

1.3 Social Services

Table 8.The Effects of Microfinance on the Micro-Business of Marginalized Micro-Entrepreneurs in terms of Social
Services with its Corresponding Mean and Descriptive Interpretation

Social Services M Interpretation

1. Microfinance aided in the conduct of micro-entrepreneur education. 3.50 Great Extent

2. Microfinance aided entrepreneurs in attending health and nutrition seminars. 3.38 Great Extent

3. Microfinance taught micro-entrepreneurs how to manage inventories, cash 3.30 Great Extent
flows, and financial matters.

4. Microfinance assisted entrepreneurs in becoming literate enough through 3.51 Great Extent

literacy training.
5. Micro-entrepreneurs learned the best practices in business. 3.59 Great Extent
Grand Mean 3.46 Great Extent

Table 8 exhibits the mean on the effects of social services role of microfinance on
the micro-business of the marginalized micro-entrepreneurs. As can be seen in the
results, the respondents find that there is a great extent of effects brought about by
microfinance in growing their business since the general weighted mean is 3.46 and
interpreted as “great extent”. More importantly, results on indicator 5 which states
“micro-entrepreneurs learned the best practices in business” showed the highest extent
of effect against the other indicators of social services. Thus, among the important
indicators, this is viewed as the most important aspect in assisting the business towards
its growth and prosperity.

Biggs, Raturi, and Srivastava (2002) suggest in their study that in accessing
financial services, social networks help poor households by supplying information and it
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acts as a mechanism for enforcement. The finding is consistent with Ghatak and
Guinnane (2001) who argue that availability of information through social networks
help solve the problem related to providing loans to poor households and it enhances
their capacity to access credit from financial intermediaries such as banks. They were
also able to observe the same results as the present study wherein social ties and the
resulting potential for sanctions between poor households help to mitigate adverse
selection and moral hazard problems in joint liability lending contract, especially when
borrowers enjoy a social leverage with one another that extends beyond the lending
contract.

Relationship between the Roles and Effects of Microfinancing to the Micro-
Business of the Marginalized Micro-Entrepreneurs and the Growth of their
Business

Table 9. Test of Relationship between the Roles of Microfinancing and its Effects of Microfinancing to the Micro-
business of the Marginalized Micro-Entrepreneurs

Pearson's Correlations

Variable Effects Of Microfinancing
Financial Social Enterprise Social
Intermediation Intermediation Development Services
Roles Of Financial —
Micro- Intermediation
Financing —
Social 0.062 —
Intermediation
0.467 —
Enterprise -0.006 0.005 —
Development
0.994 0.949 —
Social Services -0.042 0.324 0.495 —
0.625 < .001 < .001 —

Significant At .05 Level.

The foregoing table shows the test of relationship between the roles and effects
of microfinancing to the micro-business of the marginalized micro-entrepreneurs. It is
worth noting that there is a significant relationship between the roles and effects of
microfinancing in terms of enterprise development and financial intermediation.
Moreover, there are also significant results on the social services aspect and social
intermediation. This means that financial intermediation directly affects enterprise
development roles of microfinancing and vice versa. This only means that the financial
roles of microfinancing helps the respondents develop their own business and run
enterprises. Further, changes in the results of social services can significantly affect the
social intermediation roles of microfinance to the business of the micro-entrepreneurs.
On the contrary, for the rest of the dimensions, there was no significant relationship
flagged which means that these variables do not directly affect the other variables.
However, the perception of respondents is relative in these areas; consequently, the
null hypothesis is rejected as there were variables which showed significant results.
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Therefore, there is a significant relationship between the financial intermediation,
enterprise development, social services and social intermediation aspect of
microfinancing.

Several studies have been conducted on the impact of microfinance on the
growth of SMEs. SMEs require capital injections to facilitate operations and growth, but
the existence of a financing gap necessitates the use of microcredit to bridge the gap
(Waliula, 2013). Similarly, Olowe et al. (2013) found that credit from MFIs has a
positive significant impact on the growth of SMEs, while loan duration had a positive but
not significant impact. The study also claimed that high loan interest rates, collateral
requirements, and loan repayment speed can stifle SMEs' growth. They also stated that
loan amount and loan duration have a positive and significant effect on SMEs' growth,
implying that increasing loan amount and loan duration improves SMEs' performance.
Interest rates, loan repayment, and loan collateral, on the other hand, have a negative
and significant impact on enterprise growth. The preceding findings are also supported
by Mahmood and Rosli (2013)'s study, which found that MFI loans help SMEs improve
their performance in terms of product innovation, market share, achieving market
excellence, and overall competitive advantage, thus explaining the findings of this
study.

Growth and Sustainability of the Micro-Business of the Micro-Entrepreneurs
Currently Supported by Microfinance

Table 10. Growth and Sustainability of the Micro-business of the Micro-Entrepreneurs Currently Supported by
Microfinance with its Corresponding Mean and Descriptive Interpretation

Business Growth and Sustainability M Interpretation
1. The sales growth of the business is constantly growing. 3.19 Agree
2. The business’ product demand is high and is profitable. 3.65 Strongly Agree
3.  The overall financial rating of the business has increased as a 3.33 Strongly Agree
result of the assistance from microfinance.
4. Business revenue of the business has increased. 3.38 Strongly Agree
5. The small business is at par with its competitors. 3.36 Strongly Agree
6. The small business is doing well and has expanded its 3.51 Strongly Agree
market.
7. The micro-entrepreneurs were able to acquire something 3.23 Agree
from the profit of the business.
8. The value of assets, capital invested, production capacity, 3.38 Strongly Agree
and workforce size have increased
9. The micro-enterprise has established its customers. 3.46 Strongly Agree
10. The business has improved significantly. 3.43 Strongly Agree
11. The business has enhanced economic growth 3.43 Strongly Agree
12. The business achieved higher return on assets 3.34 Strongly Agree
13. The business increased return on equity 3.51 Strongly Agree
14. The business increased internal rate on return 3.48 Strongly Agree
15. The business reduced business costs 3.57 Strongly Agree
16. The business achieved superior stock market performance 3.62 Strongly Agree
17. The business developed more innovative strategies 3.40 Strongly Agree
18. The business improved company reputation 3.57 Strongly Agree
19. The business has more new customers 3.47 Strongly Agree
Grand Mean 3.44 Strongly Agree
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Table 10 presents the growth and sustainability of the business of the
marginalized micro-entrepreneurs who are currently supported by microfinance. It can
be discerned in the results that the general weighted mean of 3.44 with a descriptive
value of “strongly agree”. Hence, the respondents strongly believe that their business
and growing and leaning towards sustainability through the assistance of the
approaches of the microfinance institutions.

Furthermore, it can also be observed that the respondents strongly agree that
their business’ product demand is high and is profitable, has reduced business costs
and improved their business reputation as reflected in the general weighted mean of
3.65, 3.57 and 3.51 respectively. This means that the respondents are convinced that
their micro-business is at the journey of growth since they were able to enhance their
business’ economic growth and minimized the costs incurred for their business.

An empirical evidence to this result emerged from the study that Mkazi (2017)
conducted about the performance of microfinance institutions lending on micro and
small businesses. The research has so far yielded mixed results that are inconclusive,
particularly for developing countries like Kenya. Zeller and Sharma (2013) provided
additional proof that microfinance can assist in the improvement or establishment of
small businesses, which has the potential to be the deciding factor in eradicating
poverty and living a life that is financially secure. As a result of this, the Philippines
have found that expanding access to credit is not associated with a rise in the amount
of money that is invested in businesses, but rather with a rise in profits, particularly for
men and for men who have higher incomes (Karlan and Zinman, 2010).

Effects of COVID-19 Pandemic to the Business of the Micro-Entrepreneurs

Table 14. The Effects of COVID - 19 to the Business of the Micro-Entrepreneurs with its
corresponding Mean and Descriptive Interpretation

Effects of the COVID-19 Pandemic M Interpretation

1.  Total to a partial closure of the micro-business. 3.38 Great Extent
2. Limited number of customers. 3.22 Moderate Extent
3. Inability to purchase supplies for sale. 3.06 Moderate Extent
4, Limited delivery of key goods to purchase. 2.98 Moderate Extent
5. Reduction of business capital. 3.13 Moderate Extent
6. Delay in payments of customers. 3.23 Moderate Extent

7. Increase in the price of supplies. 3.39 Great Extent

8. The business is struggling to sustain its operation. 3.64 Great Extent

9. Lockdowns and restrictions restricted the operations of the 3.32 Great Extent

business.
10. Income and profit losses. 3.49 Great Extent
Grand Mean 3.28 Great Extent
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The foregoing results on the table above show the mean on the effects of COVID
- 19 Pandemic to the business of the marginalized micro-entrepreneurs. It can be
observed that the respondents believe that the pandemic has greatly affected their
business operations as established by a general weighted mean of 3.28 and descriptive
interpretation of “great extent”. This only means that like other businesses in the world,
these micro and small businesses run by the marginalized sector also suffered from the
repercussions brought about by the pandemic and the decline of the world economy.

It is also noteworthy that what greatly affected the business of the respondents
are lockdowns and restrictions which caused a limited to stagnant business operations.
The respondents’ also felt a great effect on profit losses due to increase in supply
prices.

The coronavirus pandemic engendered a global crisis that, unlike most other
crises in world history, entails both supply and demand shocks. Similar sentiments with
the respondents are felt in the study of Lindsay et, al. (2020) they reveal that more
than half of SMEs have had substantial revenue loss and fear to be out of business
within a quarter unless public assistance is available and extended over the duration of
the crisis. There is evidence that SMEs are increasingly digitizing operations to adapt to
changing circumstances, but temporary closures, employment and wage reductions,
and bankruptcies have occurred.

Relationship between the Effects of the COVID-19 Pandemic and the Growth
and Sustainability of the Micro-Business of the Micro-Entrepreneurs Currently
Supported by Microfinance

Table 15. Test of Relationship Between the Effects of the COVID-19 Pandemic and the
Growth and Sustainability of the Business of the Marginalized Micro-entrepreneurs

Pearson's Correlations

Variable GROWTH AND SUSTAINABILITY OF THE BUSINESS
EFFECTS OF COVID-19 r p-value
-0.478 < .001

Significant at .05 level

The table above shows the test of relationship between the effects of the COVID
- 19 Pandemic and the growth and sustainability of the micro-business of the
marginalized micro-entrepreneurs who are currently supported by microfinance. From
the results projected above, it is notable that the COVID - 19 Pandemic has greatly
affected the growth and sustainability of the business owned by marginalized micro-
entrepreneurs which is reflected from table 12. This only means that there is a
significant relationship between the effects of COVID - 19 and the growth and
sustainability of the micro-business. This only suggests that the null hypothesis is
rejected.
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Same is true, in a matter of months, the coronavirus disease 2019 (COVID-19)
has greatly affected businesses, especially micro, small, and medium enterprises
(MSMEs), which comprise the majority of all businesses in the country. MSMEs are the
largest source of employment and delivery of goods and services in lower income
economies; hence disruptions to this segment have major social and welfare
implications for the poor and rural populations. What is more, permanent closures of
small enterprises result in a loss of intangible capital, skills and innovation capacity that
risk locking countries into deep recessions long after the pandemic. COVID has led to
massive increases in uncertainty that is likely leading firms to postpone investments in
capital, skills and innovation - with likely scars for the post-COVID recovery. Measuring
uncertainty is not straightforward, with scarce data for developing economies. SMEs
typically report higher uncertainty over sales than larger firms, in part, due to poorer
access to information and due to the fact that sales are where the impact by firm size is
more severe (Timmis, et al, 2020). This only proves how great is the effect of COVID in
impeding the growth and sustainability of businesses.

Proposed COVID - Responsive Paradigm as a New Approach of Microfinance
for Marginalized Micro-entrepreneurs

The effects of the COVID-19 pandemic have been felt around the world in
unprecedented and historic ways. Organizations and individuals are grappling with the
virus's implications as the new reality of the pandemic sinks in. While empathic pro-
employee responses have been common in the short term, organizations have also
made significant changes to the way and where employees work. Both actions appear
reasonable and prudent at first glance. Hence, a new approach is proposed to address
the paradigm shifts and the long-term implications of the pandemic. The paradigm is
illustrated below:

MARGINALIZED
MICRO-ENTREPRENEURS

NON-GOVERNMENT GOVERNMENT ACADEME
ORGANIZATIONS ORGANIZATIONS
- Financial Literacy
- Enterprise Development _ Utilization of Local - Technical Literacy
- Secial Intermediations Resources - Skills Transfer
- Financial Intermediation - Engagement in - Technopreneurship
- Occupational Security Supplementary - Educational
- Micro-insurance Occupations Opportunities
- Microfinance Operations - Empowerment Programs
- Social Network Ties
- Social Protection
- Health and Safety

Improved Growth and Sustainability of the Micro-business of the
Marginalized Micro-Entrepreneurs
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4. CONCLUSION

1. The results of the study confirm that the respondents strongly agree that the
roles of microfinancing in improving their business are financial intermediation, social
intermediation, enterprise development and social services.

2. As for the effects of microfinancing, the financial intermediation, social
intermediation, enterprise development and social services roles of microfinance
showed great extent of effect in improving the micro-business of the marginalized
micro-entrepreneurs.

3. There is a significant relationship on the financial intermediation roles of
microfinance and the effects of enterprise development to the micro-business of the
respondents. Further, social services and social intermediation are also interrelated and
relatively affect one another. However, social services and financial intermediation
showed non-significant results.

4. The respondents strongly believe that their business and growing and leaning
towards sustainability through the assistance of the approaches of the microfinance
institutions.

5. The COVID-19 pandemic has greatly affected the micro-business of the
marginalized micro-entrepreneurs.

6. There is a significant relationship between and among the effects of COVID-
19 pandemic and the growth and sustainability of the respondents’ business.

7. A COVID-Responsive Paradigm is proposed as a new approach of
Microfinance Institutions in assisting the micro-business of the marginalized micro-
entrepreneurs.
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